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MINUTES OF THE HOUSE AGRICULTURE COMMITTEE

The meeting was called to order by Chairman Dan Johnson at 3:30 p.m. on March 15, 2004, in Room 423-S
of the Capitol.

All members were present.

Committee staff present:
Raney Gilliland, Legislative Research Department
Gordon Self, Revisor of Statutes Office
Kay Scarlett, Committee Secretary

Conferees appearing before the committee:
Justin Holstin, Executive Vice President, Propane Marketers Association of Kansas
Karl McNorton, Chief Deputy State Fire Marshal
Jim Brewer, Jim’s Propane, Inc., Leon
Dave Lybarger, Lybarger O1l, Inc., Garnett
Doug Wareham, Kansas Grain & Feed Association and Kansas Agribusiness Retailers Association
Leslie Kaufman, Director, Government Relations, Kansas Cooperative Council
Kevin Kelly, General Manager, Two Rivers Coop, Arkansas
Hal Hudson, Executive Director, Kansas Pest Control Association
Chris Wilson, Executive Director, Kansas Agricultural Aviation Association

Others attending:
See attached list.

Minutes of the March 3. 8. and 10 meetings were distributed. Members were asked to notify the committee
secretary of any corrections or additions prior to 5:00 p.m., March 17, or the minutes will be considered
approved as presented.

Hearing on Sub. SB 335 - Regulation of liguefied petroleum gas

Chairman Johnson opened the hearing on Sub. SB 335. Raney Gilliland explained that Sub. SB 335 would
enact the Kansas Propane Safety and Licensing Act and give the State Fire Marshall authority to establish
programs relating to the regulation and licensing of the liquefied petroleum gas industry in Kansas. The State
Fire Marshall would be required to establish rules and regulations to include, but not be limited to, eight
classes of licenses to be renewed annually including fees as set forth in the bill; establish education
requirements for each class of license; and establish inspection programs and requirements for all LPG
facilities, operations, installations, and businesses.

The bill would require that a plan and application for design, construction, major modification, and
installation of a LPG facility with an aggregate water capacity exceeding 2,000 gallons be submitted to the
State Fire Marshall for review and approval. In addition, the bill would provide that in any action brought
against a LPG marketer for personal injury or property damage, an end retail user’s damages would be reduced
by the comparative negligence of the customer or any third party to the extent the action of the customer or
third party contributed to the cause of the personal injury or property damage. Another provision of the bill
would require that every LPG marketer maintain continuous general liability coverage of not less than
$1,000,000. The bill would establish a nine-member Liquefied Petroleum Gas Advisory Board to be
appointed by the Governor, create a State Fire Marshal Liquefied Petroleum Gas Fee Fund in the office of the
state treasurer, and provide for civil penalties for any person who violates the provisions of the bill or the rules
and regulations adopted pursuant to the bill.

He called the committee’s attention to Section 5, page 3, lines 30 and 31, creating the “liquefied petroleum
gas advisory board” and the conflicting language on page 3, line 39, and page 4, lines 6 and 7, referring to the
“fire marshal advisory board.” This language should be consistent. In addition, the definition of “business”
on page 1 of the bill tells us what a business is not, but does not tell us what a business is specifically.
Likewise, the definition of a “liquefied petroleum gas system’ may need to be broadened to include a system
outside of a building with a line going into a building. He noted that the Kansas Trial Lawyers Association
opposed the liability provisions in the original bill; Sub. SB 335 addressed those concerns.
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Justin Holstin, Executive Vice President, Propane Marketers Association of Kansas, appeared in support of
Sub. SB 335 introduced at their request to provide increased safety to customers and members of the industry,
create a level regulatory playing field, provide some relief in the court system, and attract insurers to Kansas.
He stated that the propane industry in Kansas is facing an insurance crisis, ten years ago there were over ten
insurance companies writing propane companies in Kansas, now there are only two or three. He explained
that the bill is a culmination of research, analysis, and input from interested parties. It combines the best of
several states’ laws including Texas, Oklahoma, Colorado, Nebraska, lowa, and Missouri. The bill addresses
what propane and insurance industry representatives believe to be an answer to availability and affordability
of insurance coverage for propane marketers in Kansas. He introduced Lyn Klein, Westland Energy of Hays,
who experienced insurance premium rate increases of 18% and 28% in the last two years. (Attachmentl)

Karl McNorton, Chief Deputy State Fire Marshal, testified in support of Sub. SB 335. He reported that at
present no state agency or organization has the ability to identify or locate all of the propane facilities, dealers,
distributors, or cylinder exchange locations in the state. He said this bill establishes that single point of
contact and provides their office with the opportunity and resources to provide a safer environment for all
Kansans. (Attachment 2)

Jim Brewer, Jim’s Propane, Inc., Leon, appeared in support of Sub. SB 335 that would provide funding for
the State Fire Marshall, by the propane industry, to provide the industry with inspectors to make sure all
marketers are in compliance with the law and, hopefully, more insurable. The propane industry in Kansas is
facing an insurance crisis. He reported that several propane companies in the state have been put out of
business, or forced to merge with another company, because they were cancelled by their insurance carrier.
(Attachment 3)

Dave Lybarger, Lybarger Oil, Inc., Gamnett, testified in support of Sub. SB 335. He expressed his concern
about the rising costs of insurance for his propane business and possible future uninsurability. Currently, there
are only two companies writing insurance for propane businesses in Kansas. He believes this bill 1s the best
first step in attracting new insurance carriers to the industry. (Attachment 4)

Doug Wareham on behalf of the Kansas Grain & Feed Association and Kansas Agribusiness Retailers
Association appeared in support of Sub. SB 335. They believe one reason for the reluctance on the part of
insurance companies to offer policies for propane suppliers is the fact that in Kansas there is no license,
insurance, or other regulatory requirements in place to ensure the safe handling, storage, and distribution of
this product. This bill addresses this concern. (Attachment 5)

Leslie Kaufman, Director, Government Relations, Kansas Cooperative Council, appeared in support of Sub.
SB 335 and efforts to implement a registration and licensing program to help ensure that those delivering
propane do so in a conscientious manner. The KCC supports initiatives to limit liability for those meeting
the registration and licensing requirements. The Council also encourages protections from liability for dealers
if an accident occurs on a system through no fault of their own. (Attachment 6)

She referred to the written testimony submitted by Kevin Kelly, General Manager, Two Rivers Coop,
Arkansas, in support of Sub. SB 335. He provides information on propane safety regulations in the state of

Oklahoma. (Attachment 7)

Tom Palace, Petroleum Marketers and Convenience Store Association of Kansas, offered his support for this
legislative initiative to license and regulate the propane industry in Kansas.

There being no other conferees, Chairman Johnson closed the hearing on Sub. SB 335.

Hearing on SB 326 - Licensure requirements for pesticide businesses

Chairman Johnson opened the hearing on SB 326. Raney Gilliland explained that this bill would increase
the amounts of financial responsibility required in statute for a person wishing to be granted a pesticide
business license. Under current law, an applicant for a pesticide business license may choose from providing
a surety bond, a certificate of liability insurance, a letter of credit from a Kansas financial institution, or
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maintaining a minimum balance in an escrow account in a Kansas financial institution. The bill would
increase those amounts to: surety bond - $10,000 per year; certificates of liability insurance - not less than
$250,000 for bodily injury liability for each occurrence and not less than $250,000 for property damage
liability for each occurrence; letter of credit - $10,000; and minimum balance in an escrow account - $10,000.
The bill would allow an exception to these financial responsibility requirements for those pesticide business
licensees who are aerial applicators. In these cases the financial responsibility requirements would remain
the same as they are under current law for pesticide business licensees.

He noted that a technical amendment would be necessary on page 1, lines 17 and 18, as there is no subsection
(b) in this section of statute. This needs to be either eliminated or clarified.

Hal Hudson, Executive Director, Kansas Pest Control Association, spoke in support of SB 326 requested by
their association as they believe the current requirements on dollar amounts of insurance, bonding, and letters
of credit necessary for obtaining a pesticide business license are too low. He reported that Kansas currently
ranks 49" in the nation in requirements for insurance coverage. Colorado is number one with a requirement
of $400,000; Nebraska requires no insurance or bonds. (Attachment 8)

Doug Wareham, Senior Vice President, Kansas Agribusiness Retailers Association, appeared in support of
SB 326 that would increase the minimum thresholds of financial responsibility for pesticide business licensees
that secure either a surety bond, certificate of liability insurance, or letter of credit. Liability insurance costs
are a significant cost component for agribusiness retailers. KARA believes there is reason to be concerned
that a growing percentage of custom application work in Kansas is being performed by certified private
applicators that do not maintain a pesticide business license and are not subjected to the minimum liability
insurance required of licensed pesticide businesses. It is believed many of these certified private applicators
performing custom application services are under the false assumption that their farm/ranch insurance policy
will cover damage claims that arise from custom application business activities. He provided copies of two
insurance policies that show this is not the case. KARA strongly believes that all parties that apply pesticides
should maintain adequate liability insurance coverage to cover any spray drift or other claims that might arise
from their actions. (Attachment 9)

Chris Wilson, Executive Director, Kansas Agricultural Aviation Association, testified in support of SB 326
as amended by the Senate. Because of how aviation insurance coverage is provided, this bill as originally
written would have had a devastating effect on agricultural aviation in Kansas. She provided a copy of Senate
testimony from Randy Hardy, President, Hardy Aviation Insurance, Inc., explaining that the higher limits of
chemical liability proposed in SB 326 are not available, so any state that requires more, has in effect put aerial
applicators out of business. (Attachment 10)

There being no other conferees, the Chairman closed the hearing on SB 326.

Hearing on SB 524 - Updating references in department of agriculture statutes with respect to
departmental duties

Chairman Johnson opened the hearing on SB 524. Raney Gilliland explained that SB 524 would amend
numerous sections of law dealing with the Kansas Department of Agriculture and the Secretary of Agriculture
to strike references to the previous State Board of Agriculture. In 1995, legislation was enacted as a result of
a lawsuit which declared that the manner of selection of the Secretary of Agriculture by the then State Board
of Agriculture was unconstitutional. This legislation provided for the establishment of the Kansas Department
of Agriculture and the current manner of selection of the Secretary of Agriculture. Since that time, no
legislation has been enacted to clean up the statutory references to the previous State Board of Agriculture.

There are no policy changes included in SB 524; however, Staff indicated there were several technical
corrections that should be addressed by the committee. Staff will review the bill and make recommendations.

No one spoke to the bill. The hearing on SB 524 was closed.

The meeting adjourned at 5:40 p.m. The next meeting is scheduled for March 17, 2004.
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Justin K. Holstin
Executive Vice President

Prapane Marketers Hssociation of Ransas

214 5.W. 6th Avenue, Suite 305 Topeka, KS 66603-371% " Phone 785-354-1749
Fax 785-354-1740
e-mail: jlkholstin@pmak.net

March 15, 2004

Mr. Chairman and Members of the House Agriculture Committee;

Thank you Mr. Chairman, members of the committee, I appreciate the ability to come
and talk to you today about a bill that we feel is very necessary for the propane industry

in Kansas.

My name is Justin Holstin and I am the Executive Vice President of the Propane
Marketers Association of Kansas.  The Propane Marketers Association of Kansas
represents about 200 members in all aspects of the propane industry including retail,
wholesale, transportation, production, and manufacturing of propane and propane related
equipment. The propane industry serves more than 98,000 households in Kansas, not
including barbeque grills, heaters, agricultural implements and application, and motor
vehicles. Each year over 192 million gallons of propane are consumed in Kansas.

At this point, I would like to take a moment to introduce some propane industry members
that have come to Topeka to show their support. Seated behind me are

Today we are here to address Sub SB 335. This bill has been worked and reworked but
the intent remains; to provide increased safety to customers and members of the industry,
create a level regulatory playing field, provide some relief in the court system, and attract
insurers to Kansas. This bill is long overdue and has been requested by the propane

industry.

Through the process the bill has changed, but not significantly and we have worked
closely with the Kansas Trial Lawyers Association in coming to a compromise in our
liability language. We disagreed along the way, but what you see before us is agreeable
to all parties involved.

The propane industry in Kansas is facing an insurance crisis that continues to grow. At
the heart of the problem, as identified by a working group, is the lack of regulations,
licensing, and recurring education in Kansas that is found in many other states. Ten years
ago there were well over 10 insurance companies writing propane companies in Kansas,
now there are only three.

House Agriculture Committee
March 15, 2004
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This bill contains what the propane and insurance industry representatives believe to be
an answer for the lack of insurance competition in Kansas, the ever increasing liability

~exposure for marketers, and a leveling of the field when it comes to regulations. The bill -

before you is a culmination of research, analysis, and input from interested parties. It
combines the best of several state laws including Texas, Oklahoma, Colorado, Nebraska,
lowa, and Missouri.

As you will notice the bill includes licensure, recurring educational requirements,
insurance requirements, a new standard in the courts, and information and inspection
requirements. This bill is not intended to affect individuals, but provide more guidance
and oversight to the members of the industry. The bill does include fees, but when
compared with a 300% increase in insurance premiums over three years, the benefits
greatly outweigh the costs.

This bill will empower the Kansas State Fire Marshal to establish regulatory and
inspection programs for the propane industry. At this time, we have very limited
inspections, but it is time that the propane industry has a dedicated inspection program
rather than sharing an inspector that also works with nursing homes, schools, and other
facilities.

I direct you to the handouts that I have given you that will tell you more about the need
for this legislation.

I would be glad to answer any questions that you may have at the appropriate time, and
ask for your support on Sub SB 335,

Respectfully submitted,

Justin K. Holstin
Executive Vice President
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Propane Safety & Licensing Act
Overview

Supporters: Propane Marketers Association of Kansas
Kansas Cooperative Council
Kansas Grain & Feed Association
Kansas Agribusiness Retailers Association
Petroleum Marketers & Convenience Store Association
Kansas Trial Lawyers Association

Opponents: None

‘What the Bill Does:

¢ Uniform Licensing—Creates a uniform licensing, inspection, and regulatory system in
Kansas that is not overly burdensome and has been requested by the industry.

¢ Minimum Insurance Requirements—marketers must have at least $1,000,000 in general
liability insurance coverage to operate a business in Kansas.

o Education Requirements—marketers, in order to receive and then maintain their license,
will be required to meet education requirements as developed by the state fire marshal.

o Comparative Negligence Standard—this bill clarifies that in lawsuits involving propane,
actions of the marketer and the consumer can be entered into evidence for determining
“comparative negligence.” A marketer’s compliance with the education, licensing, and

nspection requirements can be entered as a defense, as well as evidence of a customer or

third party’s inappropriate handling of propane.

® Uniform Information—the fire marshal will provide uniform safety information
templates for the industry to apply in their business.

* Propane Advisory Board—Gubernatorily appointed, this board will be made up of
industry members, insurance representatives, and public members to evaluate and make
recommendations to the Governor and state fire marshal regarding propane regulation.

o Inspection Programs—the fire marshal will be required to inspect marketers and their
operations on an annual basis to insure that companies are in compliance with licensing

and education requirements. This bill does not include language for inspections of homes

or farms, nor does it relate to propane related machinery or vehicles.

Background/Purpose

The propane industry has been working on this initiative for many years. It is important to
ensure that all propane marketers in this state meet industry standards for safety. This act, and
the regulations which will follow, will provide a basis for that standard. The registration and
licensing program will help build confidence in the propane distribution industry in Kansas and
hopefully provide additional stability, in terms of availability and affordability of insurance
coverage, for propane marketers.

We encourage you to vote “yes” on Sub. SB 335.
Thank you.



Propane Safety & Licensing Act
Insurance Facts

INSURANCE CARRIERS:

n Currently there are 5 or less insurance companies writing propane.
| Ten years ago there were at least 10-12 carriers.
. Although there are 5 companies writing now, some will not write companies that

have only propane, but must have another business such as oil and gas or
fertilizer in order to be insured. For a “propane only” marketer the choice is 2
or 3 carriers only.

DRAMATIC INSURANCE PREMIUM RATE INCREASES:

Lybarger Oil of Garnett—premium increases of over 300% in the last five years.
Westland Energy of Hays—increases in premiums of 18% and 28% in last two years.
Ruralgas Co.—Nortonville

o Saw an increase of $4,000 last year.

o Total cost of premiums are $24,000 per year, or $2,000 per month.

o Insurance cost is roughly $.025 per gallon.

o Over the last three years they have seen increases of 18%-22% per year.
Reliance Energy Partners—Peabody and Inman

o Insurance premiums increased $31,024 in three years: annually $61,878.

o The insurance cost per gallon of propane increased from $.0114 to $.0225.

o Increases between 2002 and 2004 were 10%, 20%, and 59% respectively.
Mid Continent LP Gas of Great Bend—increases of 32% each of last 2 years...
Strohl Oil of Pretty Prairie—increased 68% last year or $13,550. Roughly 7.2 cents
per gallon.
Jim’s Propane of Leon—over a 30% increase in the last three years.
Many companies, especially agriculture cooperatives have been told to sell or “get out”
of the propane business if they want to have insurance.
The retail price of propane has 1 to 8 cents per gallon of insurance costs built in and
has increased every year.
The Propane Marketers Association, which represents the industry, does not sell, store, or
even use a large amount of propane in training classes had its business insurance canceled
recently because of the “propane” in the name of the business. “Farmers Insurance is
non-renewing this [policy] due to the involvement with propane and the amount of off-
premises exposure.”

FEES & REGULATIONS:

This bill would have most companies paying under $1,000 per year. If regulations help stabilize
insurance premiums and increase competition, they will see a savings. The industry considers
that fees and regulations as being not “over-burdensome” and is a small price to pay to increase
safety and attract more insurance companies.

J-4



JOSEPH P. ODLE KATHLEEN SEBELIUS
FIRE MARSHAL OFFICE OF THE KANSAS STATE FIRE MARSHAL GOVERNOR

Testimony before the House Agriculture Committee
On Senate Bill 335
By Karl W. McNorton
Chief Deputy State Fire Marshal
March 15, 2004

The Kansas State Fire Marshal stands in support of Senate Bill 335.

The Kansas State Fire Marshal’s Office, the Propane Marketers Association, and the
propane industry has had a long and strong working relationship. This relationship has
made many strides in improving the safety practices performed in the handling of
propane, transportation, safety features of the dispensing facilities, installation of
exchange cylinder racks, and improving the use of propane in our homes. There is much

to do to continue this activity.

At present no state agency or organization has the ability to identify or locate all of the
facilities, dealers, distributors, or cylinder exchange locations in the state outlined in the

bill. This bill establishes that single point of contact.

There are hazardous incidents involving propane that occur in the state, spills, leaks, fires
in the home and transportation accidents, this puts the consumer and/or a handler of
propane in jeopardy. This bill provides us with the opportunity and resources to address

these issues and provide a safer environment for our citizens.

: House Agriculture Committee
700 SW JACKSON STREET, SUITE 600, TOPEKA, ks March 15, 2004
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1-800-794-1013 * 316-745-3378 + Fax 316 745-3202
P.O. Box 276 = Leon, KS 67074-0276
3500 S. E. Hwy 96 *

Chairman Johnson and committee members,

I am Jim Brewer, I own and operate Jim’s Propane, Inc. in Leon, Kansas. We are a retail
propane business serving approximately 1100 customers in Butler, Cowley, Greenwood,
Elk and Sedgwick counties. We have 5 employees. Jim’s Propane has been in operation
for 30 years. We are one of the few family owned businesses left in the state. I have been
active in the propane business for 25 years. I am a past president of the Propane
Marketers of Kansas, and currently serve on the board of directors. I also serve on the
KanPERC council.

The bill before you today is very important to the propane industry in Kansas. The Fire
Marshal regulates our industry. There has never been a way for the Fire Marshal to know
how many, or where propane marketers are located. With this bill, it would provide
funding for the Fire Marshal, by the propane industry. With registration and proof of
insurance required of all propane marketers we hope to make a much safer industry. This
will allow the Fire Marshal to provide the industry with inspectors to make sure all
marketers are in compliance with the law.

The propane industry in Kansas is facing an insurance crisis. There are very few
insurance companies who will insure in our state, because of our lack of enforcement.
There have been several propane companies in Kansas who have been put out of
business, or forced to merge with another company, because they were canceled by their
insurance carrier.

We believe in safety. My company does an inspection and leakage test on all our
customer’s gas systems. We are finding many problems because many systems have
never been tested. Sometimes the customer has made alterations to their gas system or
added appliances. When this happens there may be a chance of a leak. We encourage the
customer to notify us when they make an alteration to their system so that we may leak
test the system. Hopefully, this will save lives and decrease property loss.

[ want to thank you for your time and consideration on this very important bill.

Jim Brewer
Jim’s Propane Inc.

House Agriculture Committee
March 15, 2004
Attachment 3



Zharger

OIL, INC.

704 NORTH MAPLE - P.O. BOX 99
GARNETT, KANSAS 66032-0099

March 15, 2004

Good Afternoon,

My name 1s Dave Lybarger. [ am a retail propane marketer in Kansas. I serve customers
in Anderson, Allen, Linn, Miami, Franklin, Coffey and Douglas counties.

My family has a history in the Petroleum Marketing business that dates back to 1955.
More recently I entered the propane business in 2001.

[ employ 15 full time employees of which 6 are dedicated to propane.

[ am very concerned about the rising cost of business insurance but more importantly, the
insurance costs specifically related to the propane industry.

[ have looked back over the last five years premium history for my company and here is
what I have found.

From 1999 to 2000 my premium cost rose 6.5%.

From 2000 to 2001, (the year [ started marketing propane) my premiums increased 27%.

From 2001 to 2002: A 49% increase.

From 2002 to 2003: A 21% increase.
In total I have watched my premiums increase 371% over the past five years.

I am also concerned that [ may well be one claim away from uninsurable. If T were to
sustain a significant claim this year, it is likely that [ will be cancelled at my next renewal
period. I’m not certain if the only other carrier that writes insurance for propane
companies in Kansas would write me. You have a number of choices of companies

willing to write insurance for your home or car. I have two choices for my propane
business.

The legislation that you are considering today may well be the best first step in attracting
new insurance carriers to my industry.

The bill contains six key elements:

House Agriculture Committee
March 15, 2004
Attachment 4



Registration; My company will be required to register with the Kansas Fire Marshal. I
estimate my cost for this could be as much as $800.00. A price I am willing to pay.

Inspection; My company will be subject to regular inspection by the Fire Marshal
insuring that everyone in my industry is living up to the high standards that our customers
deserve. This provision is good for the public and industry.

Education; My company will be required to provide continuing education to our
employees.

Liability Insurance; [ will be required to maintain a minimum insurance coverage.
There are members of my industry who have chosen not to carry coverage or who have
limits well below actual exposure. I find this a bit frightening.

Clarifies Liabilitv; My negligent actions will be considered as a participatory cause to
some damage as opposed to the sole cause. Today, the negligent actions of others have -
little or no bearing on my financial responsibility in a damage suit.

Propane Advisory Board; Members of my industry that know and understand the issues
of my industry will play a vital role in policing my company by helping to establish the
minimum industry standards that I will be held to. This legislation is not attempting to

add a level of government oversight. Our industry is willing to provide a great deal of
input.

I'urge your support of this legislation as it will make insurance more affordable for my
industry and promote a high standard of quality for all Kansas propane customers.

Thank you

Qs

Dave Lybarger
President
Lybarger Oil, Inc.
785-448-5512
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STATEMENT OF THE

KANSAS GRAIN & FEED ASSOCIATION

AND THE

KANSAS AGRIBUSINESS RETAILERS ASSOCIATION

SUBMITTED TO THE
HOUSE AGRICULTURE COMMITTEE
IN SUPPORT OF SUB. FOR S.B. 355
REP. DAN JOHNSON, CHAIRMAN

MARCH 15, 2004

KGFA & KARA MEMBERS ADVOCATE PUBLIC POLICIES THAT ADVANCE A SOUND ECONOMIC
CLIMATE FOR AGRIBUSINESS TO GROW AND PROSPER SO THEY

ROLE IN PROVIDING KANSANS AND THE WORLD THE SAFEST, M House Agriculture Committee

March 15, 2004
Attachment 5
816 SW Tyler, Topeka KS 66612 - 785-234-0441 -



Chairman Johnson and members of the House Agriculture Committee, | am
Doug Wareham appearing on behalf of the Kansas Grain and Feed Association
(KGFA) and the Kansas Agribusiness Retailers Association (KARA). The KGFA
is a voluntary state association with a membership encompassing the entire
spectrum of the grain receiving, storage, processing and shipping industry in the
state of Kansas. KGFA’s membership includes over 950 Kansas business
locations and represents 99% of the commercially licensed grain st orage in the
state. KARA’s membership includes 730 agribusiness firms that are primarily
retail facilities that supply fertilizers, crop protection chemicals, seed, petroleum
products and agronomic expertise to Kansas farmers. KARA’s membership
base also includes ag-chemical and equipment manufacturing firms, distribution
firms and various other businesses associated with the retail crop production
industry. Combined, KGFA and KARA have nearly 80 member firms with a
direct investment in providing propane to their customers/patrons. | appear
before you in support of Substitute for SB 335.

Propane is a significant heat and power source for a number of people,
especially in rural areas. As you have heard from other conferees, it is getting
harder and harder to find insurance providers that are willing to write propane
insurance. Our organizations believe one reason for reluctance on the part of
insurance companies to offer policies for propane suppliers is the fact that in
Kansas there is no license, insurance or other regulatory requirements in place
to ensure the safe handling, storage and distribution of this product. Substitute
for S.B. 335 addresses that concern by establishing licensing requirements for
propane suppliers and providing the Kansas Fire Marshall’s office with the
authority to adopt rules and regulations that will ensure the safe handling and
distribution of propane, ensure the training of professionals in the propane
industry and also advocate the protection of the many end -users that depend
upon propane as a heating or fuel source in Kansas.

As you are aware, other products supplied by agribusiness in Kansas, such as
fertilizers and agricultural chemicals are heavily regulated by our state to ensure
environmental protection and public health and safety. Based on this
experience, we believe that meaningful and well-reasoned regulation is good for
the propane industry and will be ultimately good for the propane consumer. We
hope this bill will provide the vehicle to assist in crea ting a safer and more
knowledgeable propane industry and consumer base. Therefore, both KGFA
and KARA requests your support of Substitute for SB 335.

5-2



Leslie Kaufman, Director

~_Government Relations

. : Kansas Cooperative Council
Cooperative Council

HOUSE COMMITTEE ON AGRICULTURE
March 15, 2004

RE: Sub. SB 335 - Implementing a registration and safety program for
propane dealers.

Chairman Johnson and members of the House Committee on Agriculture, thank you for
the opportunity to appear today in support of the concepts embodied within Sub. SB 335. As
you know, Sub. SB 335 would implement a registration and safety program for propane dealers.
| 'am Leslie Kaufman and | serve the Kansas Cooperative Council as Government Relations
Director. The Council includes 186 cooperative business members. Together, they have a
combined membership of nearly 200,000 Kansans.

Safety is of paramount concern for liquefied petroleum dealers in Kansas. Many of our
member cooperatives supply propane. As such, the Council supports efforts to implement a
registration and/or licensing program to help ensure that those delivering propane do so in a
conscientious manner. The KCC supports initiatives to limit liability for those meeting the
registration and licensing requirements. The Council also encourages protections from liability
for dealers if an accident occurs on a system through no fault of their own.

Sub. SB 335 embodies the licensing and registration concepts as well as clarification on
admissibility of other’s actions when determining comparative fault. We are pleased the bill has
been slated for hearing and appreciate your consideration. The themes within Sub. SB 335 are
ones we can support and the KCC hopes to see this type of legislation pass this session.

We respectfully ask for your favorable action on Sub. SB 335. Thank you!

House Agriculture Committee
March 15, 2004
Attachment 6



March 15, 2004

155 Chairman Dan Johnson and the
House Committee on Agriculture

FROM: Kevin Kelly, General Manager
Two Rivers Coop
Arkansas City, Kansas Cooperative Council

RE Sub. SB 335 -- Kansas Propane Safety & Registration Act

My name is Kevin Kelly, General Manager of Two Rivers Coop located in Arkansas
City, Ks. We are a full-service farmers cooperative incorporated in 1950, and have been

an LP Gas Dealer since the early to mid 60's. We service 250 LP accounts in four
counties in Kansas and Oklahoma.

Because we sell LP in Oklahoma, we are required to have a class 10 managers permit,
a class 1 dealer permit, and our drivers are required to carry a 4-D drivers permit to
prove they have had proper LP training. In addition to this Oklahoma requires a Form 4
(att.ached) on every customer we sell LP to. This form requires name, address, phone
number, appliance information, general safety info and duty to warn notice with the
customer's signature. Pressure testing of the system is also required anytime they run

out of LP or an appliance is added or changed. LP regulators are required to be

changed every fifteen years.

The system in Oklahoma has some natural checks and balances built in and it is easy
for LP dealers to regulate themselves - follow the Oklahoma program and you're in

compliance. Although not required, we have adopted the Oklahoma program method for
all of our Kansas customers.

Our industry is changing. The product we sell does come with some potential hazards.
That is why we have voluntarily adopted safety and training practices above and beyond
what is required by Kansas law. But not every company does that. In this industry, one
bad actor can put the rest of us at risk, particularly in terms of insurance availability and
affordability. The safety and training mechanisms to be developed by the state fire

House Agriculture Committee
March 15, 2004
Attachment 7



marshal uhder this bill could help ensure that all, not just most, of the dealers are

making sure safety is priority number one.

We shoulder a heavy burden of responsibility in delivering LP safely and dependably.
But that can be threatened if a customers changes, alters, or repairs a system either by
themselves or with an other service provider and fails to tell us of those changes. The
proposal before you now helps ensure the actions of all parties possibly involved in an
accident situation are considered when attributing fault. This is extremely important in

this day and age when customer actions can result in accidents.

I believe the Kansas Propane & Registration Act (Sub. SB 335) helps ensure that all the
LP dealers in Kansas are investing in safety and training and greatly enhances the
chances of our cooperative remaining in the LP business. | believe éll LP dealers in
Kansas want to see our cuétomers safe and are willing to do what it takes to achieve
this. But, in the case of an accident, assignment of responsibility needs to have some
common sense. As such, we ask for your support of this measure.

Kevin Kelley, General Manager
Two Rivers Co-op

P.O. Box 1087

Arkansas City, KS 67005
620-442-2360
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. 1 MAIL ORIGINAL TO:
Lt .AS SYSTEM KLAHOMA LP GAS ADMINISTRATIO. . J FORM 4
2101 N. Lincoln Blvd., Suite B-45 RM 4A
SAFETY CHECK Oklahoma Gity, Oklahoma 73105 . | 2 FORM
DEALER: , CUSTOMER:
ADDRESS: ADDRESS:
PHONE:

(L comMPLETED WALK THROUGH WISUAL CHECK Physical Location:

(Check one) U Building [ Home [l Mobile Home O Other

TANK: ;

Size= 5 Manufacturer - Serial Number : DistancefromTankto Bldg. .| OKTag#
REGULATOR:

~ Type |  Manufacturer S e Model # i Code Date | Lock-up Pressure
APPLIANCES:

| Type of Appliance =~

-‘ Vented

Pilot Safety System
Manual Shut-Off.

g C:a_p'péd Opening_s; B - Eh Locations:
SYSTEM LEAK CHECK: PRESSURE CHECK: (if applicable)
Test Pressure: Time Held: Test Pressure: Time Held:

DISCLAIMER: This inspection covers LP-Gas (Propane) piping, fittings and equipment visible and accessible to Dealer’s
Representative and reflects the conditions existing on the date of the inspection. It does not cover latent or manufacturing
defects, the internal workings of sealed equipment, structural components, or LP-Gas (Propane) products and cannot be
construed to cover future defects or unforeseen happenings.

) I know how to turn off gas in case of emergency.

I, {print name here) (i)
hereby acknowledge that as the customer | am responsible I have smelled propane and can detect its odor.
for the system past the LP gas-container service valve:and (Inilial) oy " ,
throughout the building and that a pressure test and/or leak T I have received *Duty to Warn” information.
test has been performed and the system was found to be | certify the number of appliances above is complete.
leak free. i ~(initial) :

COMMENTS:
X \
CUSTOMER SIGNATURE DATE :
| certify that a pressure test and / or leak test has been performed and the system was found to be leak free.
Signed: ; Permit# _ Date:
Signed: Permit# Date:

LP GAS ADMINISTRATION COPY 7-3



For your safety, propané lias an odor added so you can detect
leaks. You and each person using or handling propane of your
household should know the smell of propane. Ask your
propane supplier to demonstrate the odor. If anyone is unable
to recognize the odor of propane, call your propaue supplier
zmmedmtﬂ]y

Propane is heavier than air; therefore, leaks will'tend to settle
to floor or ground levels. To check for propane, carefully smell
in low spots.

Under some of the following conditions, you may not be able
to smell a gas leak. For example:

e Age, colds, allergies, sinus congestion or the use of
tobacco, alcohol or drugs may diminish your sense
of smell.

» Cooking or other strong odors may cover up the smell
of gas.

* In certain circumstances, propane gas may lose its
distinctive smell—this is called “ODOR FADE.”

* Sometimes propane gas can lose odor if a leak occurs
underground or if there i is rust on the inside of the
cylinder or piping.

* Some persons are physically unable to detect the smell
of gas. If you are one of these people, call your propane
supplier immediately.

For these reasons, it is recommended that you purchase and
install propane gas detector(s) according to the manufacturer’s
instructions 4s a back-up warning device. If anyone using or
handling propane is unable to recognize the odor of propane,
you should not use it until you have purchased and installed
gas detector(s).

WHAT TO DO IF YOU SMELL GAS

1. Put out all smoking materials and other open flames.
DO NOT operate a light switch, telephone, cigarette
lighter, appliance or thermostat.

Get everyone out of the building immediately.

Shut off the gas supply at the tank or cylinder.

5. Call your propane supplier. Use another telephone if gas
odor is in the building.

6. Have your propane service person locate and repair the
leak. Have your service person air out the area and check
and re-light your gas appliances. Do not return to the
building until you are advised that all leaks have been
repaired and it is safe to return.

o

RELIGHTING YOUR PILOTS

We strongly recommend that for safety reasons, you call a
qualiﬁed propane service company to relight pilots. However,
if you do relight the pilots yourself:
* Turn all appliance controls and manual shut-off valves
to the “off” position.
e Slowly open the tank shut-off valve.
¢ Carefully smell for the presence of propane at floor level
and in low spots before attempting to relight pilots.
* If gas is detected—STOP—See “What To Do If You
Smell Gas.”
* Follow the manufacturer’s instructions for pilot lighting.
If you cannot find the instructions, do not attempt to
light the pilot.

OTHER IMPORTANT SAFETY RULES

Do not allow unqualified pelsonncl to service your
propane system or appliance, .

» Do not let your system run out of propane.

* Do not enfer an area where you suspect a gas leak. If
you are in such an area leave immediately.

* Be alert for propane odor when working in areas where
propane is used. Even a faint odor may indicate a -
hazardous situation.

* Do not try to judge for yourself the level of danger of a
gas leak by trying to determine if the smell of gas is
weak or strong. All gas leaks pose serious risk.

* Repeated pilot outages could indicate a hazardous
condition. Don’t attempt to relight the pilot, or service
your equipment. Call your propane supplier or another
qualified service company.

* If one of your gas appliances has been flooded, shut off
the gas immediately at the tank. Do not use your gas
system again until the flooded equipment has been
checked and serviced.

* Improperly vented or defective appliances can cause

. potentially fatal carbon monoxide poisoning. Have your
propane system and appliances periodically inspected by
your propane service company.

* Don’t tamper with or use tools to operate controls. If
controls are difficult to operate by hand, call your
propane service company immediately.

e Keep combustible products, like gasoline, kerosene or

. cleaners in seperate areas from propane appliances. Your
appliance pilot light could ignite fumes from these
combustibles.

» Don’t operate any gas appliance without reading the
instructions carefully.

A Safety Reminder from:

Oklahoma L.P. Gas Research, Marketing and Safety Commission
601 N.W. Grand Blvd., Suite C ¢ Oklahoma City, Oklahoma 73118
405/879-9828 = Fax 405/879-0304
Website: www.oklpgas.org » E-mail: Ipgascomm @rhess.com
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Statement by
Hal Hudson, Executive Director
On behalf of Mark Hassman, Chairman Government Affairs
Kansas Pest Control Association
On Senate Bill 326
Before the House Agriculture Committee

March 15, 2004

Mr. Chairman and members of the committee, my name is Hal
Hudson. I am here to speak on behalf of Mark Hassman, the chairman of
the Government Affairs committee of the Kansas Pest Control
Association.

I am here today to offer comments on SB326. This is a Bill that our
Association requested in January, and we are in full support of the Bill, as
amended.

The current Statute places requirements on dollar amounts of
insurance, bonding and letters of credit necessary for obtaining a Pesticide
Business License. It is the Kansas Pest Control Association’s opinion that
these levels are too low. With the average price of an existing residence
close to the $100,000.00 range and medical expenses on the rise, it seems
only prudent that the residents of Kansas should have some assurance that
the statutes provide that pesticide applicators demonstrate adequate fiscal
responsibility to obtain a business license.

Many companies, in fact most companies, will exceed the higher limits
that this Bill asks for. There are even some insurance companies that will
not write a policy for less than $300,000.00 minimum coverage. But
there are also some who have less than the $250,000.00 coverage SB326
asks for. The trusting Kansas consumer would not find this out until the
time comes to file an action or claim against a company. Only then will
they realize that there are not enough resources to cover claims.

To provide you with a comparison with the surrounding states, Kansas
ranks next to the last in requirements for insurance coverage. Colorado is
number one with a requirement of $400,000.00. And, according to the
Kansas Department of Agriculture, Kansas currently ranks 49™ in the
Union. Nebraska requires no insurance or bonds.

We urge you to report S.B 326 favorably.

House Agriculture Committee
March 15, 2004
Attachment 8



KANSAS AGRIBUSINESS RETAILERS ASSOCIATION

KARA is
“Committed fo
Professional
Development
and Business
Viability for
the Retail Crop
Production
Industry”

Statement of the
Kansas Agribusiness Retailers Association
Presented to the
House Agriculture Committee

In support of

Senate Bill 326

Rep. Dan Johnson, Chairman

March 15, 2004

Presented by:

Doug Wareham
Senior Vice President

Kansas Agribusiness Retailers Association

(785) 234-0463

House Agriculture Committee
March 15, 2004
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Mr. Chairman and Members of the House Agriculture Committee | am Doug Wareham
appearing on behalf of the Kansas Agribusiness Retailers Association (KARA). KARA'’s
membership includes nearly 750 agribusiness firms that are primarily retail facilities that
supply fertilizers, crop protection chemicals, seed, petroleum products and agronomic
expertise to Kansas farmers. KARA’s membership base also includes ag-chemical and
equipment manufacturing firms, distribution firms and various other businesses associated
with the retail crop production industry. | appear before you in support of Senate Bill 326.

In its present form, Senate Bill 326 simply increases the minimum thresholds of financial
responsibility for pesticide business licensees that secure either a surety bond, certificate
of liability insurance or letter of credit. After some investigation, | discovered that our retail
members that maintain a pesticide business license generally carry a minimum of
$1,000,000 in commercial liability insurance. | also discovered price/cost quotes for this
type of liability coverage are typically quoted on a basis of “Premium Per 1000 acres
Treated”. Kansas' leading insurer of agribusiness operations provided the following
sample quote for a $250,000 commercial policy for an agribusiness retailer:

> $225/thousand acres treated (no deductible)
o $.225 cents per acre treated

> $179/thousand acres treated ($5,000 deductible)
o $.179 cents per acre treated

Liability insurance costs are a significant cost component for agribusiness retailers that
often perform custom application services on tens of thousands of acres annually. We are
confident that the agribusiness firms we represent are securing adequate liability
protection to ensure the financial protection of their customers, their business and any
adjacent landowner that might be impacted by their actions. Unfortunately, we also
believe there is reason for this committee and the Department of Agriculture to be
concerned that a growing percentage of custom application work in Kansas is being
performed by certified private applicators that do not maintain a pesticide business license
and are not subjected to the minimum liability insurance required of licensed pesticide
businesses.

During the past year, the number of complaints our office has received regarding certified
private applicators performing custom application services has increased significantly.
One can imagine the frustration of retail agribusiness owners and managers that have
faced double-digit liability insurance premium increases the past three years, when they
have at the same time witnessed a dramatic increase in custom application services being
provided by private applicators that are not required to maintain the minimum liability
insurance required under existing law. We also believe many certified private applicators
that are performing custom application services are under the false assumption that their
farm/ranch insurance policy will cover damage claims that arise from custom application
business activities. -

| recently visited the Kansas Insurance Commissioners Office and through a freedom of
information request was able to secure policy information from two different insurance

9-L



companies that offer farm/ranch policies. | obtained a complete farm and ranch policy for
Farm Bureau Mutual Insurance and | obtained one page from State Farm Insurance’s
Farm/Ranch Policy. | was informed that Kansas law requires insurance policies in Kansas
to be filed with the Insurance Department and updated as the policies are updated. | also
contacted Insurance Agents or Insurance Claims Department representatives for both
State Farm Insurance and Farm Bureau Mutual Insurance and specifically requested
information regarding the applicability of farm and ranch policies when custom application
work is performed. | believe the information | gathered should be considered by this
committee as you review Senate Bill 326 and consider other possible changes to K.S.A. 2-
2448.

I would like to first draw your attention to the State Farm Insurance document (green
sheet). State Farm’s policy included a specific policy for Chemical Drift Liability and as you
can see, the policy will only cover damages caused by chemicals that escape from the
“insured location”. This bodes the question: If this is the only policy in place for a certified
private applicator that is performing custom application work at a farm location that is
clearly not covered by the applicators personal farm/ranch policy and a spray drift claim
arises, will the damaged party be compensated for those damages?

With respect to the Farm Bureau Mutual Insurance Farm and Ranch Policy (yellow
attachment), there is a definition for “custom farming” found on page one of the document,
which one might assume would cover the custom application of pesticides. There are also
other references in the policy that might lead one to believe this policy would cover a spray
drift or other property damage claim caused by a private applicator that was performing
custom application work. However, when | contacted a Farm Bureau Mutual Insurance
Agent, | was informed that their farm/ranch policy would not cover claims that arise from
the custom application of pesticides. | was informed that those types of activities would
have to be insured by a commercial “business” policy.

| share this information today in the hopes that this committee will consider the growing
number of certified private applicators that are performing custom application work in
Kansas and the absence of a financial responsibility (insurance) requirement in the Kansas
Pesticide Law for this activity. KARA strongly believes that all parties that apply pesticides
should maintain adequate liability insurance coverage to cover any spray drift or other
claims that might arise from their actions.

| appreciate the opportunity to appear in support of Senate Bill 326 and | would be happy
to stand for questions.

g.3
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SECTION 1] -
ADDITIONAL
COVERAGES (cont.)

ment which does not exceed the limit of liability
that applies. :

2. First-Aid Expenses. We will pay expenses for first aid
to others incurred by an insured for bodily injury
covered under this policy. We will not pay for first aid
to you or any other insured.

3. Damage to Property Q_f:bthers. .

a. We wil pay for property damage to property of

others caused by an insured.

b. .. We will not pay more than the smallest of the
following amounts: '

(1) replacement cost at the time of loss;
(2)- full—,c‘ost of repair; or
(3) $500in any one ocf:urrence.

c.- We will not payfor property damage: |

(1) “if insurance is otherwise provided in this
policy; -
- (2) caused intentionally'by an insured who is
13 years-of age or older;

(3) to property, other than a rented golf cart,
owned by or rented to an.insured, a tenant
of an insured, or a resident iri your house-
hold; or ' ‘ :

(4) arising out of:
(a) business pursuits: -

"~ (b) any actoromission in connection with
' a premises an insured owns, rents or

=2 controls;-other thanthe insured loca-
ootionort ot 0wl

~ (c) "the ownership, maintenance, or use

of a motor vehicle, aircraft, or water-

- craft; including. airboat,” air cushion,

personal watercraft, sail board or
similar type watercraft.

4. Chemical Drift Liability,

a.

We will paythose sums that the insured be-
comes legally obligated to-pay as-the result of
property damage to crops:or animals if:

(1) the damage wascaused by the chemicals,
liquids or gases that the insured uses in
normal and usual agricultural operations.

... These chemicals, liquids or gases must be

. emitted into the air by discharge, dispersal,

~ release or escape from the insured loca-
“tion; and '

(2) the chemicals, liquids or gases entered into
the air by some means other than dis-
_charge, dispersal, release or escape from

" aircraft, "

The total limit of our liabilty ir any one year is
$25,000. This aggregate limit is the most we will
pay for this coverage regardless of the number

'-'(‘l) occurrences:
(@ in;su‘rr'eds;'r o

: . {8) . claims made or.suits brought; or

(4) perséhé or org'éniza.tions making claims or
- -.bringing suit. .. .

SECTIONII - .
EXCLUSIONS

1. Coverage L - Farm Liability and Coverage M -
Medical Payments to Others do not apply to:

- @ bodily injury or property damage:

(1) wihichis ither expected or intended by the

. insured;or”

(2) -.which is the resilt of willful and malicious
acts of the insured; . .

FDb_r4ne
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FARM AND RANCH POLICY

' FARM PREMISES AND PERS ONAL LIABILITY COVERAGE FORM g

We provlde the i insurance descrl"bed in th1s pohcy for those coverages stated bya spec1ﬁc limit of hablhty or oth er notatlon
in the declaratrons, in return for your payment of the premium and your comphaucc w1th the pohcy provlsmns ‘

. SECTION LDEFINITIONS =~ **717 & . o

Throughout this policy the words you and your mean the
individual “shown' irf the policy’ declaratlons ‘as Named
Insured or Additiorial Named Insured and that individ-
ual’s'spouse, ifa re51dent of the same household.. You and
your also refers to any partnership, joint venture corpo-
ration, estate or trust shown as Named Insured or Addi-
tional Named Insured in the declaratlons page.

We, us and our, means The Farm Bureau Mutual Insur
ance Company, Inc. . :

Other words and- phrases that appear in bold face type
have special meaning,.

1. Aircraft means any device used or designed for flight
except model or hobby aircraft not used or designed to
carry people or cargo.

2. Bodily Injury-means bodily harm srckness or disease
occurring during the policy period, includin g required
care, loss of services and resultm g death.

3. Business means a full or part time trade, profession or
occupation, other than farming or custom farmmg Busi-
ness mcludes but is not limited to: '

a. rental or holding for rental of any premlses other

than an insured premises;
b. custom hvestock feeding;

c. sale and apphcauon of anhvdrous ammoma for
others; or ‘

d. game preserves or land leased for the hunting sea-’
son to an ‘individual or group of individuals to be"

- uSed for'their huntmv purpaoses exclusrvely.
Business does not include’ - S

a. farmmg, custom farming or roadside stands main-
tained principally for sale of your farm products

b. ‘rental of an insured | premlses for use as a private
residence or farming purposes;

c. rental or holding for rental a part of the residence
premises for use as a dwelling, unless the rental is
to three or more roomers or boarders;

d. rental or holding for rental a part of the residence
premises as a private garage, office, school or stu-
dio;

e. garage or vard sales;
i “activity that minors normally perform such’ as,
newspaper -delivery,” babysitting, caddymg, lawn
rucare, or similar-type activities; or - -

g. incidental hunting for sport on the i‘armmg prem-
ises. B oer

4. Custom Farming means the use.of farm machmery in
the farmmg operations of others.for. a,charge.

5. Declarations mean the pages that complete this pohcy
byshowing the coverage, limits of protectlon and the basic
mformatton applymg to it.

6. Farm Employee means an employee of yours who is
performm 2 dutres_ _'thm the course and. scope of their
employment in you farmmg operatlons This does not
include a resrdence employee or an employec while en-
gaged in an insured’s business.

7. Farmmg means the ]JI'OdUCthIl of fruits, vegetables,

nuts trees or field crops. Farming also- means.the raising
orkeeping of ]lveStOCk poultry, or fish. It includes whole-
sale but not retaﬂ sales except incidental retail sales of
your unprocessed farm products. This also mcIudes re-
sponsibilities in connection with the mamtenance and
upkeep of the insured premises.

8. Farm l\fIachmery means

a. motorized land vehicles, mcludmg accessories and
- anyattached equipment or apparatus, usial to op-
erating a farm and designed principally for use off

. public.roads;

. b.. . wagons or trailers deswned and. used pr1nc1pallyfor
- farming purposes; or : i

c. any other machinery or unplement ‘usual to the
- operation of a farm. ;

9. Farm Products means fruits, vegetables, nuts, trees,
grain, poultry, livestock, (excluding fish), and any other
raw farm commodity (except honey) produced by your
farming operations. =

Your farm products does not include 1 property rented to
or provided for the use of others but not sold.

Your farm products does not include warranties or rep-

) resentatlons made at any time wrth respect to the fitness,

Farm Premises and Personal: Liability Coverage Form

F.00a nA N1 nAa



DEFINITIONS (cont.)

quality, durability, performance Or use of your farm prod-
ucts and the prowdmg or failure to prow.de warnings or

10 Impalred Property means tang1b1e property, other

than your farm productsor yourswork; that cannotbeused -« ;

or is less useful because:

o mooi’poratcs your farm products or your work -
that is known or thought to be defective, deficient,
inadequate or dangerous; or - - -

b. you have failed to fulﬁll thf: terms ofa contract or .
agreement. -

if such property can be restored to use: by:

.the repair, replacement, adjustment or removal of
- your farm products or your. work; or

b. your fulfilling the terms of the contract or agree-
ment Reoss i e 2k, % %

11. Insuredmoans you, and:

‘a7 if you are an individual, insured also means the "
following residentsof your household;

i i. yourrelatives; and
“ ji. any other person under age 21 who 13 in your ;
care or the care of a resident relative.

b. if you aro a pa.rtnersmp or joint vénture, msured
also means the pa:rtners and members of the’ part—
nershxp or joint venture including their spouses, *
“but only with respect to the conduct of yom- farm--
ing operations;

€. if you-are a corporation msured also means the
" executive officers and directors of that or ganiza-
tion.” The executive officers and directors must be
~ac,tmg ‘within the scope ‘of duties connected with the
corporatlon and those dunes must be covered by'*
this policy; '
d. ifyouare an estate, insured also means thepersonal_
representatives of that estate. The répresentatives
- .-must be acting within the scope of duties connected
with the estate and those duties must be covered by
this policy. = o3
e. if you are a trust, insured also means tbo trustee or
_trustees of that trust. The trustee must be: acting
within the scope of duties connected with the trust
. and those duties must be covered.by this policy.

f. any of your farm employees OT residence employ-
_ees (other than oxocutwe officers), but only for acts
that .

c¢ 1. cause bodlly injury {0 SOmeone: other than an

insured or a co-employee; and |

_-ii. are .within the.course and scope of:the em-
ployee’semployment by you. s

The providing of professional health care services
or the failure to provide them willnot be considered
_within the scope ¢ of any employeg’s employment. by
you. o
i @i any person or or gamzatlon legally responsible for
" animals, farm machinery or watercraft owned by
“you.-It does not include a person or organizatiom
using or having custody of the animils,; farm ma-
~chinery or watercraft, in the course of any busi-
ness, or without your permission.

. 72712 " Inisuréd Premises means: . . , .

_a. the re51dence prEmlSBS

b. - the farmmg premises.| wh1ch you own rent 1ease or,l_,.
operate described in the declarations;
‘t. partof a premises not’ owned by you where-you may
* be temporarilyresiding or which- you may occasuon-
ally renit for non-business purposes ' :
d. any other prcmlses acqmred by you durmg the
term’ of -thisspolicy which you intend to use as a
residence premises or for farming; st :
e. vacantland (other than land used for farming pur- '
poses) owned by or rented to an insured;
f. cemetery plots or burial vaults owned by an in-
sured; : : o
g. land owned or rented to you on Wwhich a one or two
¢+ familydwelling is being.constructed as aresidence
. for your occupancy; or I
h. land leased for temporary grazin g not exceeding a
90 dayleaé&' y ® - e
13. Livestock means cows caIves bulls steers, hexfers
horses, mules, donkeys, s wme sheop goats buffalo, bee-
falo or cattalo. _
14. Medical Expenses fmeans’ expenses for nécessary
medical, surgical, x-ray and dental services,: prosthetic
de\nces pharmaceutmals and ambulance, hospital, profes-
sional nursing and funeral services.
15. Motor Vehicle means a motorized. land vehicle, trailer
or semi- traﬂer (mcludmv any attached machmery or ap-
pa.ratus) designed for use or. travel on. public roads or
subject to motor vehicle re g15trat1on or hcensmo

Motor vehicle does not include, except when bema towed
by or carrled on a motor vehlcle-" ‘
a. uuhty traxlers boat trallers or campm g traﬂers

b. farm machmery’, ;

.. anyequipmentt Ebat 18 prmapally designed for use
off public roads and not subject to reg1strat1on or
hcensmg ; :

Motor vehicle does not mclude

a.” motor vehicles in dead storage on an msured prem-

ises;

Earm-Premises-and Persorial-Liability Coverage Form’
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DEF]NI'I'IONS (cont )

. ba motorrzed Vehlcles not SubjCCE to. motor vehlcle_.,
registration used exclu swely asadevice for assisting

the physicallyi imp aired.

16. Occurrence means an. acc1dent mcludmg contmuous ;

or repeated exposure to conditions.

17: Pollutants means any solid, hqmd gaseous or thermal
irritant -or contaminant, :including smoke,:vapor, soot,
fumes, acids, alkalis, chemicals and waste. Waste includes
materials to be recycled, reconditioned or reclaimed.

18. Productscompleted operations hazard includes.all
bodily injury and property.damage occurring away from;
premises you own or rent and arising out of your product :

or your work except: -
a. Products that are still ifi your physical possession;
or : D

b. Work that has not yet been completed or aban-
doned. .

Your work will be deemed completed at the earhest of the
followin g times:

a. When all of the work called for in your contracthas
been completed

b. When all of the work to be done at the site has been
completed if your contract calls for work at more
than one site; or

‘c. 'When that part of the work done at a job site has
been put to its intended use by any person or
‘organization other thian another contractor or sub-
contractor workin gon the same pro_[ect

Work that may need servxce mamtenance correctron
repair or replacement that is otherwise completed will be
treated as-.completed. .

1. Property Damage means damage to or,d_estructio_n of

tangible property. This includes 1os__srof use of thg_t prop-
erty. e

20. Recreational vehicle means a motonzed land vehche
(other than a motor veh1c1e) demgned or. used for recrea—
txonal vacatron or Ielsure tlme act1v1t1es ThlS does not
include: .

~a. motorized golf carts whﬂe bem g. used for golﬁng
purposes; or

b. snowmoblles motorlzed blcycles or tru:ycles 3or,
4-wheelers, or unlicensed motorcycles while any of
. these are being used for farming purposes. -

21. Residence Employee means soméone employed by an
insured whose duties are in connection with the mainte-
nance or use-of the residence premises. This includes
persons:-who. perform household or domestic services, or
who perform duties elsewhere of a similar nature not in
connection with an insured’s farming operation or busi-
ness.

22. Residence Premises means the one of two family
dwelling “where you reside, ‘including “the immediate
groundsnot used for farming. The residence’premises is
described in:the declarations paoes

23, YourWorkmeans i

a. Farmmg or custom farmmg performed by you or
on your behalf;

‘b. Materials, parts or equipment furnished in connec-.
tion with such work or operations. . -

Your work.does not include warranties or representauons
made at any time with respect to the ﬂtness quahty, dura-
bility, performance or use of your farn-ung or custom
farming work and the prowdmg of or failure to prowde
warnmgs or mstructlons :

SECTIONII -

“COVERAGES AND EXCILUSIONS

COVERAGE G- -
LIABILITY -
1. INSURING AGREEMENT °

We pay all sums for which an msured becomes legally
obligated to pay as compensatory damaoes because of
bodily injury or property damage. The bodily injury or
property damage must be causéd by an occurrence to
which this insurance applies.

We will have the right and dutyto defend any sult seekm 2
those damages using legal counsel of our choice. At our
discretion, we may investigate any occurrence and settle
any claim or suit that may result. But,

a. The amount we will pay for compeneatory damages
is limited as described in SECTION IIT - LIMITS
- .OF LIABILITY; and

b. Our right and duty to defend ends when we have
used up the applicable Limits of Liability in the
payment ofJudUments or settlements under Cover-
age G: L

No other obhoat:on or hablhty to paysums or perform acts
or services is covered unless specifically provided for un-
der the ADDITIONAL COVERAGES.

Farm Premises and Personal-Liability Coverage Form:-
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SECTION II -
COVERAGE AND EXCLUSIONS (Cont )

COVERAGE H-*
DAMAGE TO PROPERTY OF OTHERS.

1. INSURING AGREEMENT

We pay. for damage to property of others caused by an
insured, or by animals owned by or in, the care ‘of any

insured. Our limit of liability for this coverage is SIODO‘_

per occurrence.
"EXCLUSIONS APPLICABLE TO. COVERAGE H-

DAMAGE TO PROPERTY OF OTHERS :
We do _n.ot'payrfoﬂr damage to pifope;t}c ‘
a. covered elsewhere in this policy;.

-b. owned by, rented or leased to, any;insure_d, atenant

of any insured, a farm employee, residence em-
ployee or aresident of your household;

- ¢. caused intentionally by any insured who has at-
* tained the age of 13; or
d. resulting from:

i. bu51 ness pursmts

ii. premlses owned rented or controlled by an in-

sured, other than the msun;edpre_:mjs&_:s or. .

iii. ownership, mainténance;:‘use, entrustment,

loading or unloading of motor vehicles, recrea-

_ tional vehicles, glrcraft watercraft traxlers or
semi-trailers. ~

COVERAGEJ- ~ ,

FARM EMPLOYEE COVERAGE *

YOU HAVE THIS COVERAGE IF THE DECLARA-
TIONS INDICATEIT ISPROVIDED.

1. EMPLOYER LIABILITY INSUR]N G AGREEMZENT '

We pay all sums that an insured becomes legally obhgated
to pay as compensatory damages because of bodily injury
to a farm employee. The bodily injury must be caused by
an occurrence to which this insurance applies.. :

We have the right and duty to defend any suit seeking .
those damages using legal counsel of our choice. We
may at our discretion investigate any oecurrence and-set-
tle any claim or suit that may result. But,
a. The amount we will payfor compensatory damages
is limited as described in SECTION III - LIMITS
OF LIABILITY and

b. Our right and duty to defﬁ:nd ends when we have
used up the applicable Limits of Liability in the
payment ofJudvments or settlements under Cover-
age J. A ;

No other obligation or liabilityto pay sums or perform acts
or services is covered unless specifically provided. for un-
der the ADDITIONAL COVERAGES

2. EMPLOYEE N[EDICAL PAYM’_ENTS INSURING
AGREEMENT 3

We pay the necessary medichl expenses of a farm em-
ployee who sustains bOdIIYIH_]ury arising out of your farm-
ing operation. These expenses must be ificurred within
three years from the occurrence date. We do not cover
expenses resulting from any hernia.: ;

We may pay the injured person or the party that: prowdes
the medical services. ‘

3. EXCLUSIONS APPLICABLE TO COVERAGE J
FARM EVIPLOYEE COVERAGES

We do not cover:

a. liability assumed by an msured under any contract
or agreement.

_b. punitive or exemplary damages because of bod:ly
" injuryto any farm employee. ,
c. bodily injury to any farm employee.employed in
violation of law, with the knowledge or consent, of -
the msured

d. bod;ly m_;ury BIlSII'l g out of the ownersmp, mamte—
nance, use, loadm g or unloadm g, or entrustment to
others of; . - ¥

i. alrcraft

li. motor vehicles owned or operated by or rented
'. or loaned to any insured;

iii recreational vehicles owned by any. msured if

the bodily injury or property damage occurs

) away from the insure_d premises; ' ;
". iv. watercraft: 5 R a wm sm :

(1) owned by or rented to any insured if it has
inboard or inboard-outdrive motor power of
more than 50 horsepower;

(2) owned by or rented to any insured if it is a
sailing vessel, with or without auxiliary
power, 26 feet or more in overall length;

(3) owned by or rented to any insured if it is
powered by one or more outboard motors
with more thdn 25 total horsepower if the
outboard motor is owned by any insured,;

e. ‘bodilyinjuryto a person eligible to receive benefits
required to be provided or voluntarily provided
under workers’ compensation, occupat1onal dlS—
ease or non occupatlonal disability benefit laws

f. any da.maﬂes arising out of the refusal to employ, 7

' 'termmatlon of. employment coercion, demotion,
evaluation, reassignment, discipline, defamation,
harassment, humiliation, discrimination or other
emplomentrela[ed practlces policies, acts or
omissions; or consequential bodllym_]uryasaresult
of any of the above. _

Farm Premises and Personal I_.'ja’bﬁfry Coverage Form
Page 4°
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SECTION II -
COVERAGE AND EXCLUSIONS (cont )

g. bodily injury to-the spouse, child, parent brother
or sister of a farm employee because of bodily
injury to that employee.

h.. bodllymjury sustained bya.n officer, or. duactor of
. a corporation shown as Named Insured in the dec-
larations,

i bodily injury arising out: of busmess actmties of
any insured. © o

j- Dbodilyinjury caused mtentlonally by or at the di-
rection of anyinsured; :

4. CONTINGENT WORKERS COMPEN SATION If
you become legally obligated to pay an award of benefits
under the Kansas Worker’s Compensation Act because of
an injuryto your farm employee, we will issue our standard
Kansas'Worker’s Compensation Pohcy in your name. The
award must be in connection with an injury sustained by a
farm employee. The policy will be issued based on our
approved rates and premiums.

The Kansas Worker’s Compensation Policy takes effect as
of the inception date of .this policy, or as of the date
operations began out of which your legal obligation arises,
whichever is more recent. While this coverage is in force,
You must ag'r'ce not to provide or pay compensation ac-
cording to the provisions of, any Worker s'Compensation
Act. :

This coverage applies onlyif;
a. you maintain accurate payroll records on all your
farm employees;

b. you acccpt and pay the premmm for the Worker's
Compensation Policyprovided for in this clause. If
you refuse to accept the Worker’s Comperisation
Policy or pay the premium, we are relieved of all

liability with respect to any claim arising from this
coverage; C

c. you do not voluntarily elect to.come under the

provisions of any worker’s compensation law;

d. your legal 'obligation to pay benefits does not arise
out of:

i. premises rented or held for rental to others,
except farming premises;

- premises owned byor rented toany msured that
isnot an insured premises;

iii. your business or the busmess of any pa:tner-
ship of which you are a partner;

iv. custom farming when performed outside a 50
mile radius of the_insured premises, or the
annual gross receipts from custom farming
exceeds $1000 unless excess gross receipts have
been declared in the declarations;

- €., -you do not intentionally cause the injury or disease
- which creates your:legal obhganon to pay beneﬁts
and .o .
{. . the policy we issue is the.- only source of coverage for
the worker’s compensation or occupatwnal disease
benefits the ] person is entitled to receive.

COVERAGE K g
IV[EDICAL PAYN[ENTS

1 INSURXNG AGREEMEN T

We paythe necessary medical expenses that are mcurrcd
w1th1n three years from the. occurrence. date causing bodily
injury. The amount we will pay for medical expenses is
limited as described in SECTION oI - LIMITS OF LI-
ABILITY ‘ ‘

Each person sustammg bodily i m_|ur)r is entltled to this
protectmn when that person is: -

a on an msured premises with the’ permlssmn of an
insured;or

b. elsewhere if the bodilyi m_]ury-

i. results from a condltxon in the insured prem—
‘ lses, 3

ii. is caused bythe actmnes of any msured
iiil. is caused by the activities of an msgred’s farm

employee or residence employee in the course

and scope of their employment by an insured;
or SN k '
. 1v is caused by an animal owned byor m the care
“of an insured.

We may pay the m]ured person or the party that prcmdes
the medlcal services.

EXCLUSIONS APPLICABLE TO
COVERAGE G - LIABILITY,
AND COVERAGE K- MEDICAL PAYMENTS

1. We do not cover bodily injury:

a. toyouor toan insured, or remdcnt ofthe residence
premises, except a residence employee.

. b. toanyemployee other than a residence employee.

c. to any person eligible to receive benefits required
to be provided or.voluntarily provided by an in-

.. sured under workers’ compensation, occupational
disease or non-occupational disability benefit laws.

This exclusion applies whether the insured maybe
held liable as an employer or in any other capacity
and to any obligation to share damages because of
the injury.

d. to any person arising out.of any refusal to employ,
~_-termination of employment coercion, demotion,
" evaluation, reassignment, d1s<:1p11ne defa,matlon
—ha:assment hurmhatlon dlSCIlI]llIlatIOIl or other

Farm Premises and Personal Liability Coverage Form
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SECTION H -
{:COVERAGE AND EXCLUSIONS (cont.) .

K .f_

&

f‘h

' employment—related practices, policies, acts-or

‘omissions; or consequential bOdllYlnjuryaS aresult
of any of the above.
+to-the-spouse, child; parent,’brother ersister of any
employee because of bodl]y 1n]ury to [hat em-
ployee. :

o any-person arising out-of or resulting from any
insured’s transmission-of a commumcable- disease.

40 any person arising out of sexual molestatmn )

corporal punishment or physical or mental abuse.

‘to any person while on the fnsured prenuses be-"
“cause a business is conducted or- professmnal serv—

1ces are -rendered on- the 1nsured premises.

2. We dornot cover property damage:

a.

b.

c.
d.

:""

8

to.property owned by or being, transported by an.

insured or any other resu:ient of your houaehold

to property rented to or used by or in the care of
any insured. We will cover property damage to
such property caused by ﬁre smoke or explosmn
to your farm products ‘ '

to any pa:t of any propertv that must be restored,
‘repaired or teplaced because your work on the
property was incorrectly performed. -

‘to your work.

to lmpalred property DI‘ property that has not been

physwally injured, arising out of:

i.  a defect, deficiency, inadequacy or dangerous
condition in your farm product or your work;
or ' '

u. a delay or failure by you or anyone actmg on'

your behalf to perform a contract or agreement
according to its terms.
arising out of the failure of seeds, bulbs, plants,
roots, tubers, cuttings or -other similar forms of
plant source to conform to the variety or quality
specified by an insured, or to be suitabie for the
purpose specified by an insured.

3. We do not cover bodily injury or property damage:

a.

b.

resulting from your non-farming activities when

“you do.not reside on the:residence premises.

caused inténtionally by or at the direction of any
insured. This exclusion does not ‘apply to bodily
injuryresulting from the use of reasonable force to

_protect persons or property.
“Tesulting from liabilityassumed under an unwritten

contract or agreement; or byany contract or agree-
ment relating to a business of any insured.

‘arising out of any premises owned, rented or con-

trolled byan insured which isnot an insured prem-
ises. This exclusion does not apply to bedilyinjury
to a residence employee arising out of and in the

.=i“-

e

“-gourse of the: re,SIdencE emp'loyee s employment by
anymsured i Tl el é
e. arising out of game:‘j;'}re's'erfves‘m land Teased to
+#-individuals-or groups.of individuals:for:their exclu-
- sive hunting purposes during the hunting season.
f. arising out of or in connéction with a ‘business
“engaged iy by anyinsured. Thissexclusion applies
but is not limited to an act or omission, regardless
« fofits nature:or.circumstance, involving.a-service or
duty rendered, promised;, owed, or. implied to be
_promded because of the nature of the busmess

e

outside a 50 mile radiusof the insured premises, or
‘when the annual’ ZFOSS. receipts from custom farm-
ing exceeds $1000 unless. excess gross recelpts are-
_-declared in the.declarations. o o

-custom farming operations.-

i. causédby the rendermg or faﬂm g Lo ren der profes-

sional: SEI‘VICCS T ,

J- caused by or resultm g from any substance releasedr

or d1scharged. from axrcra[‘t.

.

or escape of pollutants, irritants or contaminants
into or upon fand, the atmosphere or any water
course or body of water, or underground water,

This exclusion does not apply to bodily injury or
propertydamagecaused by or ar1smg dutof:

i. accidental’ above ground contact with herbi-
cides, pest1c1des fungicides and fertilizers
caused by the apphcatxon of the same to an
insured prémises which tesults in actual dam-
ages to crops (other than an insured’s crops),
‘within one growmo season of said application;

ii. accidental above ‘ground contact with herbi-
cides, ‘pesticides, fungicides and fertilizers
caused by applying these chemicals to an in-
sured premises. Anymedical treatments must
be incurred within one year(365 days) of said

) _app lication; or

iii. smoke resulting from the- narmal and usual

~ practices of farming or agricultural pursuits at
the msured premlses

. arising out ofgoods or preducts including contain-

 ers, which any insured manufactures, processes,

"sells handles or distributes, unless the liability

“arises from farm products produced by an insured
on the insured _premises.

m. resulting from an insured’s hablhty arising out of a’

warranty of your work or farm products after re-
linquishing conirel to others.

resulting from custom farmmg when performed;

arisiiig out of the delayor lack of performance by
an insured.of any.contract or agreementto perform '

caused bythe. actual or alleged dumpmg, dlscharge

-1



SECTIONII -
COVERAGE AND EXCLUSIONS (cont.)

Lt e i e i e AL A

n. fordamages.claimed for anyloss, cost or expense:by
an insured or others: for loss.of use, withdrawal,
recallinspection, repair, replacement adjustment

-<removal, or disposatof:. « SR e SeN—

i. your products or farm prodocts; .

ii. your work;or

ik impaired property‘

1f such products farm products worlc or property
is withdrawn or recalled from the market or from

use by anyone duetoi its known or suspected defect,
deﬁc1ency, madequacy, or'dangerous condition

-0. arising out of the use of any type of motorized

vehicle in sponsorm'Jr or takmg part in any organ- -

1zed or agreed- upon speed racing, pullmg or push-
m g, demolltron or_ stuntm g activity or.contest, or in
preparatron for any such activity or contest

p- caused while providing rides to persons for a fee
using livestock or other animals, with or without
~accessory vehlcles o

e arising out of the .ownership,. mamtenance use,
loading or unleading, or entrustment tg.others of:

i. aircraft;

ii. motor vehicles owned or opcrated byorrented-

or loaned to any insured,;

~+ - iiz recreational vehicles owned by any msured if

the bodily injury or property damage occurs -

away from the insured premis es;

iv. watercraft:

= = -(1) owned by or'rented t0‘=any-§n§u}e& if it has ‘

inboard or inboard-outdrive motor power of
* “ more than 50 horsepower; = - °
(2) owned by or rented to any insured if it is a

_sailing vessel, with or without auxiliary

power, 26 feet or more in overall length;
(3) owned by or rented to any insured if it is
“powered by one Or more outboa_rd motors
with more than 25 total horsepower if the
outboard motor is owned by any insured;

This exclusion does not appI‘yrto bodlly injuryto
any residence employee -

r. arising out of any person’s use, sale manufacture,
delivery, transfer or possession of Controlled Sub-
stances as defined by the Federal Food and Drug at
21 U.S.C.A:Sections 811 and 812. Controlled Sub-
stances include but are not limited to cocaine, LSD,

- marijuana and all narcotic drugs. This exclusion
does not apply to_a persons legitimate use of pre-
scription drugs when followmc the orders of a li-
censed physician.

s. arising from nuclear reaction, radiation or radioac-
tive contamination or any consequence of any of
these.

t.- arising out of war {declared or,undeclared), or due

. to any act or gondition incident to war. , War in-

: cludes cml war, msurrectlon rebellron ancl revolu—
.. tiom. £l ol B

4. We do not COVer:,

“a, habthty for pu - Of exemplary damages or

" b. statutorlly tmposed vicarious pa.rcntal Tliability for

" thE actions of @ child or-minor using any alrcraft,

- . ., motor vehicle, recreational vehicle, or watercraft.

OPTIONAL COVERAGE
You have th1s coverage if shown i in the declaratmns

1. COVERAGE L - N.[EDICAL PAYN[ENTS TO YOU.
AND YOUR ¥ AMILY. '

We pay the necessary medu:al expenses for bodily i m_|ury
caused by an occurrence whlle engaged in work necessary
or mcrdental to your farmmg operatron These medical
expenses must be incurred within three years from the
date of an accident causing bodlly lnjury to a person
named in the declaratrons under CoverageL '

The amouot we will pay for medlcal expenses is limited as
descr:bed in SECTION III- L]IVIITS OF. LIAB]LITY and

'EXCLUSIONS APPLICABLE TO COVERAGE L-
NIEDICAL PAYNMENTS TO YOU AND YOUR FAMILY

We do not cover medical expenses:

a.. for any person eligible to receive worker’s compen-
sation beneﬁts as aresult of the accident;

b. a.rlsmg out of domestic or personal activities not
related to your farming operatron

c. involving a motor'vehicle or watercraft
d. resulting from any hernia; or -

e. arising out of busiress activities. -

ADDITIONAL LIABILITY COVERAGES

1. CLAIMS AND DEFENSE EXPENSE COVERAGE
We paythe following expenses incurred in connection with
a suit defended by us under Coverage G - Liability and
Coverage J - Employer Liability: ’

a. COsts ta\tcd to the insured;
b. expenses incurred by us;

c. reasonable expense any insured incurs, including
but not limited to actual loss of earnings by an
insured, up to $100 per day, for time spent away

*from work at our request;

d. interestaccruing after entry of a judgment bot end-
ing when we tender or payup to the appllcable limit
of liability;

e. premiums on appeal bonds or bondsto release

Farm Premises and Personal. Liability Coverage Form
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SECTIONII -
COVERAGE AND EXCLUSIONS (cont.)

attachments up‘to our limit of liability. - We are not
rsqmrcd to apply for or furnish anybonds

f prémiums up to $250 per bail bond requued of an
insured because of an accident, or traffic lawviola-
tion issued in connection with an-accident, arising
outof any vehicle to which this policy applies. We
are not required to apply for or furnish any bonds;

g. expenses up-to 3250 incurred in defending any
claim or proceeding brought:by a farm employee,
against an insured, underanyWorker’sCompensa-
tion Lawif it is fin aﬂy detcrmmed that the Workers’
Compensatlon Law isnot. apphcablc

" SECTION II-LIMITS OF INSURANCE

1. LIMIT OF LIABILITY. Regéfdless of the number o_f

insureds under this policy, persons or or ganizations sus-_
taining bodily injuryor propertydamage, or claims made,

our total liability for each occurrence is subject te the
followin g2 Timitations:

a. Coverages G-Liability and J- Employer Lmblllty,

are limited to the amount shown for "each occur-

" rence’ 'in the declarations. These are our limits for

~ all bodily ln_;ury and property” damage resuItan
from one occurrence

Ourhablhty is limited for bedily i 1n_|ury and prop-
erty damage resultm*J from the Products/Com-
pleted Operatlons Hazard The limit of liability
shown in the declarations for Coverage G-Liabil-

" ity, is the total limit of our liability for all such
occurrences during the policyperiod

b. The Coverage KI\/Iedlcal Payments 11m1ts are
. shown in the declaratlons ‘This " ‘per person” limit
" is our hrnlt for all medical expenses for bodily
" injury,, to one person resultmg from one occur-

“Wfrence The "per occurrence " limit for Coverage-

K—Medlcal Payments is our hmlt for all medlca]
expenses payable for bodlly injury to two or more
persons résulting from’one occurrenceé.

c. The Coverage L - Medical quments to You and
Your Family limit is shown in ‘the declarations.
This is our limit for-all medical expenses payable
for bodilyinjuryresulting from anyone occurrence
for each person named under this coverage. :

2.. SEPARATION OF INSUREDS

This insurance applies separately to each insured. This
condition shall not increase our occurrence limit of liabil-

ity.

SECTION IV-FARM LIABILITY CONDITIONS

The Following Conditions Apply In Addition To The
Common Policy Conditions:

LOSS CONDITIONS

1. DUTIES AFTER LOSS, CLAIM OR SUIT. In case of
an accident or occurrence, insureds must perform the
following duties. You must cooperate with us in seeing
that these duties are performed:

a. You must notify us as soon as practicable of an
occurrence that may result in a claim. The notice
: must include:

i. the identity of the policy and msured

ii. the available information on the t;me place and
circumstances of the acc1dent Or occurrence;
and

iii. the names and addresses of any claimants and

~ available witnesses;

b. Youmust forward to us everynotice, demand, sum-
mons or .other process relating to the accident or
occurrence; '

c. At ourrequest, you must assist in:

-making settlement;

enforcmg any rtghts of contnbutwn or indem-
nity against any persons or organizations liable
to any insured; o
iii. attending heanngs dlscovery proceedings and
trials; and =
iv. securing and gmnv evidenge and obtammg the
attendance of mtnesses
d. The msured shall not except at their own cost,
voluntarily make payments, assume any obligations
or incur any expensc This dees not apply to first
aid provided to othcrs at the tlme of the bedily
* injury; + -
2 DU’HES OFAN INJURED PERSON
a. - The mJured person or,: when appropriate, someone
¢ acting-on behalf of the.injured person shall:
i. give'us written proof of ¢laim, under eath if
required, as soon as practicable;
ii. execute authorization to allow us to obtain cop-
ies of medical reports and records; and

-/
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SECTION IV -
FARM LIABILITY CONDI'I’IONS (cont )
ui submlt to physwal exammauon bya phys1c1an £ ESIMATED POLICYPREMIUM
selected by us when and as often as we mMay  premjum is subject to adjustment based on Lhe rates that
require. . . . : ©.+ arein effectat each'renewable date: The premiums shown
. LEGAL ACTION AGA]NST US T e ..~ in the declarations are-estimated premiums only. Upon
request, you must:notify us of any changes in exposures
that will affect the estimated premiums in this policy:
The earned’ premium for the policy will be computed
according to our rules, rates and minimum premiums that
_ apply to this insurance. If the earned premium exceeds
ployer Liability, shall be brought against us until the the estimated advance premiums paid, you will pay the

obligation of the insured has been determmed by fmal - €xcess to us. Ifthe_ earned premium is less, we will return
judgement or agreement by us. . ..« sthe unearned portion toithe first Named Insured.

4. ‘NO ADMISSION OF-LIABILITY WITH MEDICALJ-' 7. TERRITORY . : -
PAYMENTS .. This pohcy apphes to bodlly injury or property damage
Wthh oceurs du m g the pohcy penod

Nolegal action shall be brought againstus unless there has
been compliance with the policy provisions: :
No one shall have anyrwht tojoin us asapartyto anylegal

action against any insured. Further, no legal action with
respect to Coverage. G-Liability and .Coverage J-Em-

No payment we make under the provlswns of Coverage . : 5
K-Medical Payments or Coverage J-Employer Medical a. anywhere in the world with respect to bodlly injury:_

Coverage constitutes an admission of liability by any in- or property damage arising out of personal activi-

sured or us. ties or farming actmnes in connection w:th the _
5. OTHER INSURANCE. If this insuranee applies, it is insured premises; or

excess insurance over anyother valid and collectible insur- | b. anywhere in the world w;th respect to bodllymjury

ance. However, this limitation doesnotapplyto insurance ~.° * . or property damage arising out of your farm prod-

written specifically as excess insurance over thé limits of © .- ° ucts, provided original claims or suits-are brought

liability that apply in this policy. This clause does not within the United States or its territories.

apply to Coverage J, 2. Employee Medical Payments or
Coverage L-Medical Payments.To You And Your Family.

SR CTIRE R SRS

© SECTIONV
OETIONAL POLICY PROVISION S

The following Optional Policy Endorsements are subject to all the terms and prowsmns of thxs pohcy, unless 0ther~
wise indicated in the terms of the option. . Sl TR E

Each Optional Policy Endorsement applies only as indicated in the declarations.’

{ S

FL 047
PROPERTY DAMAGE EXCLUSION ENDORSEMEN T

This endorsement mod1ﬁes insurance prowded under the 2. Collapse hazard mcludes "structural property dam-

FARM PREMISES AND PERSONAL LIABILITY COV- age'and property damage to any other property at

ERAGE FORM. any time. "Structural property damage''means the
collapse of or structural injury to any building or
structure due to (a) grading of land, excavating, bor-

- rowing, ﬁng back filling, tunneling, pile drmng

1. Explosion h 4 St . cofferdam work, or caisson work or (b) moving, shor-
= EKHOSION NAZAFD MOATS Priperty cainage g ing, under-pinning, raising or demolition of any

gut of bia_stu; gdor explomtond. The explesll(_)ﬂ h;izaf d building or structure or removal or rebuﬂdm gofany
oes not include property damage resulting from structural support,

the explosion of air or steam vessels, piping under
pressure, prime movers, machinery or power trans-
mitting equipment.

‘We do not cover Property Damage to property resultmg
from the explosion hazard, collapse hazard, or under-
ground hazard defined as follows: - f B

3. -Underground hazard includes "underground prop-
erty damage” and property damiage to any other
preperty at any time. "Underground property dam-

Farm Premises and Persaonal-Liability. Coverage Form [/\ -/ J/
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SECTION V-
OPTIONAL POLICY PROVISIONS (cont.) ...

T L b s T

age" means property damage to wires, conduits; - ¥

:: pipes, nains, séwers, tanks, tunnels, and: similar prop- <~

«erty, any apparatus in‘connection therewith, bengath -
=z the surface of the.ground or water, caused by-and‘oc-'-

. ‘gurring during the.use of mechanical equipment for - °

the purpose of grading land, paving; excavating, drill--
... ing, burrowing, filling, back filling or pile driving. -

The explosion hazard, collapse hazard, or underground

hazard does not inclide property darméige ansmg out of
operations performed by any insured for inde- - _
pendent contractors. ¢ 1 FE : =
All other provi-s-ionsg of .th“is‘prolihéif- apprly._- :

E “ FLGWO

. ADDITIONAL RESIDENCE RENTED TO OTHERS  , . . .. .
‘. :. 1 OR2FAMILIES .
This endorsement modifies i msurancc p Gvided u'nd'er declarations under this endorsement number. Thc defi-

the F ARIVI PRE’VIISES AND PERSON AZL LIABILITY
FORM.. T ; L
Coverage G Llablhty, and Coverage K- Medlcal Pay-
ments, is extended to the résidences descnbed in the

nition of insured premlses includes such remdences.

All other pohcyprovxsmns apply P oS

~ FLO71 L
PROFESSIONAL LIABILITY

This endorsement modifies insurance provided under the

FARM PREMISES AND PERSONAL LIABILITY COV-

ERAGE FORM.

1. Coverage G -Liability, and Coverage K- Medical
Payments, applies to the business pursuit of the in- -

sured named in the declarations under this endorse-

ment, who is a:

a. clerical office employee,
messenger or

b. elementary or secondary school teacher school
principal or school administrator;

while acting within the scope of the above hsted occu-
pations.

2. However, no coverage is provided:

a. for bodilyinjuryor propertydamagearising out. of ,
. the business pursuits of the insured in connection -

with a business owned or financially controlled by
the insured or by a partnership of which the in-
- sured is a‘partner or member; :

b. for bodilyinjuryor property damage arising out of
the rendering of or failure to render professional
services of any nature other than teachingor school

admmlstratlon Th:s exclusu)n mcludes but is not

“limited to:
i. - architectural, engineering or industrial design
services; :

. ii. medical, surgical, dental or other services. or
. treatment conducive to the health of persons or
animals; and

salesperson, collector,

, iﬁ.bea___upy.Qr:_ﬁa;bér,scrﬁcéspr tr_eeitinent-, _
. for: bodilyf.jnjuryio.-a fellow employee of-the in-
sured injured in the course of employment;
d. when the insured is a member of the faculty or
“teaching staff of any school: ’
. i. for bodily injury or property damage arising -
“out©f the maintenance, use, loading or unload-
ing of:. s B 3 v om B B
(1)ydraft or saddle am.mals vehlclcs for use with
them;or : d
- (2) aircraft, motor- vehicles recreational vehi-
cles or watercraft, air boats, air cushions or
personal watercraft which use a water jet
“pump powered by an internal combustion
engine as primary source of propulsion,
owned or operated, or hired by or for the in-
sured or employer of the insured or used by the
insured or for the purpose of instruction in the
use thereof; or -
ii. for bodilyinjurytoapupilarising out of corpéf
- ral punishment administered by or at the direc=
tion of the insured -unless indicated in the
declarations that liability for-corporal punish-
ment is included.

All other provisions of this policy apply.

Earin Premises and Persondl Liabilitv Coverage Form:
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SECTION V- <.
OPTIONAL POLICY PROVISION S (cont )

FL 074

BUSINESS PURSUITS

This endorsement modifies-insurance provided under
the FARM PREMISES AND PERSONAL LIABILITY

COVERAGE FORM.
The following paragraph is added to Section I, Deﬁm-
. tions, Number 3. Business does not include:

h. the incidental business pursuit listed in the decla-
rations under this endorsement.

The following paragraph is added to Section I, Defini-
tions, Number 11. Insured Premises means:

i. that portion of the insured premises used for the
incidental business pursuit listed in the declara-

tions. under this endorsement and includes adver-

tising signs owned by an insured, provided the
insured is not in the business of advertising, bill
posting or sign erection or repair. However, this
does not extend to cover expressions or implica-
tions declared or promised in the language of the
advertised material.

Definitions, Number 6 of Section 1, Definitions, is deleted
and the following is substituted:

Farm Employee means an employee of yours who
is performing duties within the course and scope of

’ theu' employment in your farmmg operations or
the incidental business pursuit Tisted in the decla-"-
rations. This does not include a residence em- -
ployee or an employee while engaged in any other
business of any insured. '

EXCLUSIONS

The following exclusions applyin relatlon to the incidental
business covered by this endorsement:

‘We do not cover:

a. bodily injury or property damage included within

the products-completed operations hazard.

The CONTINGENT WORKERS COMPENSATION un-
der Coverage J- Farm Employee Coverage, does not
apply.
All provisions applicable to the FARM PREMISES AND
PERSONAL LIABILITY COVERAGE FORM, except
where amended by this endorsement, apply to the busi-
ness pursuit covered by this.endorsement.

FL075
FARM OWNER NON OPERATOR

This endorsement modifies insurance provided under the
FARM PREMISES AND PERSONAL LIABILITY
FORM.

Coverage G-Liabilityand Coverage K-Medical Payments
is extended to the persons named in the declarations
under this endorsement number. Coverage is only pro-
vided for the ownership and maintenance of the insured
premises described in the declarations.

This insurance does not apply to:

a. any employées of the persons named in the decla-
rations, under this endorsement; or

b. to non farming activities of these persons.
All other provisions of this policy apply.

FL 076
ANIMAL COLLISION

This endorsement modifies insurance provided under the
FARM PREMISES AND PERSONAL LIABILITY
FORM.

We agree to payfor loss by death of livestock owned by
an insured caused by collision with a moetor vehicle or self
propelled farm machinery not owned by or operated by
an insured or an insured’s employee that occurs on a
public road.

We do not cover:
A. livestock being transported by anyone;

B. loss that can be reasonably expected or is in-
tended by an insured; ‘

C. loss caused in connection with any of your busi-
ness activities or from your furnishing, or failure
to furnish, any professional services or advice.

We will pay the smallest of the following amounts:
A. the market value of the animal; or
B. the limit of liability stated in the declarations.

1 oAAA AL AT A

Farm.Premises and Personal.Liability Coverage Form
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SECTION V- s e s wnio s m ey

OPITONAL POEICYPROVISTONS (600K s »ox sow = o wondSfilf 2

FL 076 -
Animal Collision (cont.) -+ - - —ome - e T

This coverage. is void if there,is any | othar collecnble in-

surance covering the sameloss. . .. o el engging

All other pramsmns of this pohcy apply _

v
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Farm-Premises and Personal Liability Coverage Form
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STATEMENT OF THE KANSAS AGRICULTURAL AVIATION ASSOCTATION
TO THE HOUSE AGRICULTURE COMMITTEE
REPRESENTATIVE DAN JOHNSON, CHAIR
REGARDING S.B. 326
MARCH 15, 2004

Mr. Chairman and Members of the Committee, I am Chris Wilson, Executive Director of
Kansas Agricultural Aviation Association (KAAA). KAAA members include
approximately 95% of all the Kansas-licensed aerial application pesticide business

licensees. Thank you for the opportunity to appear in support of SB 326 as amended by
the Senate.

Because of how aviation insurance coverage is provided, this bill as originally written
would have a devastating effect on agricultural aviation in Kansas. Due to this concern,
the Senate Agriculture Committee adopted the bill before you today. The current bill
also was further amended on the Senate floor. T°d like to explain why aerial application

is separated out in this bill.

In aviation, the insurance is on the aircraft, not the business. So, our companies that have
more than one airplane carry the insurance on each plane. Also, comprehensive chemical
coverage is required by the statute, and that is separate from the general liability coverage
for aircraft. While all of our planes carry liability coverage above the level sought in this
bill, comprehensive chemical coverage is unavailable at that level. Where it is all in one

policy for other segments of the application industry, it is separate coverage for aircraft.

In addition to the concerns we had regarding the insurance level increases, we were also
concerned about increasing the other financial stability requirements. The Senate

Agriculture Committee resolved our concerns in separating out aerial application, and the

House Agriculture Committee
March 15, 2004
Attachment 10



floor amendment lowered the proposed change in these areas from $50,000 to $10,000 in

lieu of the current $6,000.

The Department of Agriculture reports that 88 pesticide business licensees use the letter
of credit; 45 utilize a surety bond; and 7 use an escrow account to meet the requirement

in the law, a total of 140.

A number of our members do use these other methods in the law to meet the licensing
requirement. These members also carry insurance, but often use another method on their
license for a variety of reasons. One reason for this is the timing of the license renewal in
relation to the renewal of the operator’s insurance. For example, the license renews in
December. If your insurance renews, say in January, there will be a statement on your
license that it expires on the date of renewal of your insurance. If there was any delay in
your certificate of insurance being sent to the Department of Agriculture, your license
would lapse. Having a letter of credit on file for your license avoids any potential

licensing problem with the certificate of insurance.

Another member uses the letter of credit because that is what is listed on his license
instead of his million dollar insurance coverage. He believes it discourages frivolous
lawsuits. Still another member reported to me that he uses a bond, and that’s what he has
had since he started in the business 30 years ago. In 30 years, he has never had a claim or

a complaint.

It currently costs our members in the range of $250 to obtain a $6,000 letter of credit
from their banks. In checking with lenders, we believe that raising the $6,000 to $50,000
would make the bonds or letter or credit cost prohibitive or unavailable. I doubt anyone
would want to put $50,000 cash in an escrow account. Basically, I believe that if SB 326
in its original form were to pass, it would stop the usage of these other methods, and

these 140 businesses would have to use their liability insurance for their licenses.
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Further, in our industry we do not see the need for change. The Department of
Agriculture reported to us that in 203, there were a total of $180,000 in civil penalties
assessed to ﬁesticide business licensees. Of that amount, only $17,250 was from
agriculture, category 1A. Yet the agriculture category accounts for about 1/3 of the
licenses. From 1998 through 2002, there have been 24 fines issued to ground and aerial
ag operators as a result of complaints, less than 5 per years. Eleven of those were aerial.
We estimated that in agriculture, there are upwards of 10 million acres of applications
annually. To be conservative, we figured that if only 8 million acres were treated, this
would involve 100,000 applications. Out of 100,000 applications, only 24 fines were

assessed, the equivalent of .0002 or less of the applications.

Nor are the damage amounts large when there is a claim. Most generally, in our industry
$1000 in a large claim. Most of ours fall below the deductible on the insurance. We just

don’t have claims that aren’t getting paid.

Because of the above reasons we supported modifying SB 326 to the version you have

before you today, to which KAAA has no objection.

With me in the Senate hearings was Randy Hardy of Hardy Aviation Insurance, Wichita,
KS, Chair of our Insurance Committee, who further explained the problem for the ag
aviation insurance industry. Because this is a very specialized market, Randy writes
insurance coverage for aerial applicators all over the country, so is very familiar with
licensing laws throughout the country. He is also a leader in our national organization,
NAAA, and has served as the Insurance Chair for the nation for several years, and just
completed a term as our National Treasurer. Randy’s; company provides the coverage for

75% of the operators in Kansas. A copy of Randy’s statement regarding the original bill
is attached.

Thank you for the opportunity to comment, and I would be glad to respond to questions.
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February 3, 2004
TO: Senate Agriculture Committee
RE: SB326

The liability insurance requirements proposed in SB 326 are NOT available in the current
market. The increased limits proposed, if available at all, would only be available to
operators with squeaky clean loss histories, and then at a premium that would be cost
prohibitive. To do anything higher than 50-100-50 would make chemical coverage
unavailable for many operators. Higher requirements throw up red flags with
underwriters, and we’re on the edge with USAIG, one of only three companies

worldwide that write policies for agricultural aviation. At this point in time, underwriters
~ are cutting and minimizing liability in every way possible, so this is not the time for the
state to try to increase liability requirements. The underwriters simply will not provide
the proposed coverage.

Higher liability requirements would cause the aerial application industry great harm and
would effect the ability to introduce new people to our industry.

The higher limits of chemical liability for states are NOT AVAILABLE, so any state
that requires more, has in effect put aerial application out of business.

In other states where we have higher limits like Illinois, this limit doesn’t pertain to the
chemical portion of the policy. Example, in Illinois, it’s $250K BI per person, $500K BI
aggregate, and $250K PD — however this is for the Non-Chemical portion of the policy,
and the operator can still buy the Chemical portion at lower levels.

There is not one state currently asking for higher limits of chemical liability in this
country. In those states asking for greater limits, it’s only regarding the non-chemical
portion of the policy.

The problem with the Kansas law is that several years ago, there was a re-interpretation
of the statute saying it now was inclusive and that our limits need to include the chemical
portion. :

If Kansas wants to pursue this any further they must, for the benefit of keeping
application alive and keeping Kansas business alive, re-write this law separating the non-
chemical portion and the chemical portion. I respectfully suggest you don’t do anything,
and leave well enough alone as it stands. Kansas is currently asking for the maximum
limit of insurance given by the remaining three insurance carriers left in this business.

Just a bit more for understanding purposes. Aviation insurance is written differently,

than other forms of insurance. In aviation we write the insurance coverage on the aircraft
which operates for the operator thus giving the company coverage from the aircraft
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policy, which is were the damage would come from. In other forms of coverage, they
write a general liability policy on the business of the operator. I would venture that in
many cases, Kansas has accepted general liability coverage which does not include
damage done by chemical liability claims and only covers claims against the company for
general liability around the facility.

We also sell General Liability to the aerial operations, which is commonly referred to as
Premises liability and is written in two forms — Comprehensive General Liability (which
adds additional items to its policy) and a policy referred to as Owners, Landlords and
Tenants, which is a bit less inclusive. Neither of these policies are for chemical damage.
They are however for protection to our insureds for public use facilities and people
coming on or off their premises.

It is critical to the industry that I serve that this legislation not pass in its current form.
Sincerely,

Randy Hardy, President, Hardy Aviation Insurance, Inc.

Insurance Chair, Kansas Agricultural Aviation Association

2003 National Treasurer and longtime Insurance Chair, National Agricultural Aviation
Association '
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