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AN ACT relating to title companies.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 15 of this Act, "title company" means any person who both engages in the business of performing or preparing title searches, title examinations, title reports, or certificates or abstracts of title and performs any related services, including issuing title insurance policies or conducting real estate closings.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
No person shall transact business in this state, either directly or indirectly, as a title company if the person is not licensed under Sections 1 to 15 of this Act.

(2)
The Attorney General may seek and obtain injunctive relief against any title company violating Sections 1 to 15 of this Act in the Circuit Court of the county where the title company is located or where the violation occurred.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

Sections 1 to 15 of this Act shall not apply to:

(1)
Any person who performs title searches on real property owned or leased by him or her; or

(2)
Any attorney-at-law acting as such.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
A title company license may be obtained or renewed by filing a written application with the Attorney General.

(2)
The application shall:

(a)
Be sworn to;

(b)
State the name of the applicant and each of the applicant's affiliates engaged in business as a title company;

(c)
State the name under which the applicant will conduct business in Kentucky;

(d)
State the location of the applicant's principal office and branch offices in Kentucky;

(e)
List the name, residence, and business address of each person having an interest in the business as principal, partner, officer, trustee, and director, specifying the capacity and title of each;

(f)
Indicate the general plan and character of the business;

(g)
Contain a reviewed or audited financial statement of the applicant prepared by a licensed or certified public accountant;

(h)
Contain proof of liability insurance required under Section 8 of this Act;

(i)
Require payment of the appropriate licensing or registration fees; and

(j)
Require such other information as the Attorney General, by administrative regulation, determines necessary.

(3)
A license issued to a title company shall entitle all of its officers and employees, if a corporation, and all of its members, partners, trustees, and employees, if an association, partnership, natural person, or trust, to engage in the title company business licensed under Sections 1 to 15 of this Act.

(4)
If a licensee desires to establish a branch office in Kentucky not already approved, the licensee shall file a registration statement with the Attorney General that includes the address and telephone number of the branch office, the name of the prospective manager, the anticipated opening date, and any other information prescribed by the Attorney General.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

The Attorney General shall set, charge, and collect the following fees:
(1)
Title company original or renewal license fee, not to exceed five hundred dollars ($500).
(2)
Title company branch office registration fee, not to exceed two hundred fifty dollars ($250).
(3)
Request for any change, not to exceed fifty dollars ($50).
(4)
Duplicate copy of any license, not to exceed fifty dollars ($50).
SECTION 6.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
Each license issued under Sections 1 to 15 of this Act shall state the address or addresses at which business is to be conducted, the name of the licensee, and the date and place of its incorporation, if applicable.

(2)
A licensee shall post a copy of such license in a conspicuous place in the office to which it pertains.

(3)
A license may not be transferred or assigned without the prior written approval of the Attorney General.

(4)
No licensee shall transact business provided for by Sections 1 to 15 of this Act under any other name or maintain an office at any location other than that designated in the license.

(5)
Every licensed title company shall notify the Attorney General, in writing, within ten (10) days of the closing of any licensed office or registered Kentucky branch.

SECTION 7.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
Each title company license shall expire on June 30 and may be renewed by reapplying and paying the prescribed fee.

(2)
The Attorney General shall renew a license for each ensuing year, in the absence of any reason or condition which might warrant the refusal of the granting of the license, upon receipt of the written request of the applicant and payment of the annual renewal fees required. A new license shall be mailed only if the licensee's name, address, status, or affiliation changes.

(3)
A fine not to exceed five hundred dollars ($500) shall be assessed for failure to renew on time. Before a new license is issued, the title company shall pay the fine and give proof that it maintained liability insurance required under Section 8 of this Act during the time its license was not in effect. Failure to receive a renewal form shall not constitute an adequate excuse for failure to renew on time nor shall failure of the mail. Any license not renewed at the end of the renewal year shall automatically revert to expired status. An expired license may be reactivated before a lapse of one (1) year if delinquent fees are paid by the licensee.

SECTION 8.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
A title company shall be liable to the purchaser of the real estate for title defects that the title company negligently or intentionally failed to discover, and for any other errors or omissions resulting from services related to the title company business, including unpaid or unreleased liens the title company failed to pay or have released. A title company shall maintain liability insurance coverage of at least five hundred thousand dollars ($500,000) per occurrence and at least one million dollars ($1,000,000) in total coverage for claims arising from liability for failure to discover title defects or other errors or omissions under this subsection.
(2)
Any funds a title company receives from a third party shall be held in a separate escrow account with a bank authorized to do business in the Commonwealth of Kentucky and shall not be commingled.

(3)
An escrow account of a title company shall either accrue no interest or, if it does accrue interest, the interest shall be paid to the person who deposited the money in the escrow account.

SECTION 9.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
The Attorney General shall suspend or revoke the license of a licensee, or levy a fine of not more than one thousand dollars ($1,000) against a licensee if the licensee:

(a)
Fails to meet or comply with the requirements of Sections 1 to 15 of this Act, or violates any lawful order or administrative regulation made or issued under Sections 1 to 15 of this Act;
(b)
Is unfit through lack of financial responsibility or experience to conduct the business of a title company;
(c)
Does not conduct the business in accordance with law or if the method of business includes activities which are illegal where performed;

(d)
Has willfully violated any provision of Sections 1 to 15 of this Act or any administrative regulation promulgated under Sections 1 to 15 of this Act;
(e)
Is in such financial condition that it cannot continue in business with safety to its customers or clients;
(f)
Has been guilty of fraud in connection with any transaction governed by Sections 1 to 15 of this Act, or is the subject of an administrative cease and desist order or similar order, or a permanent or temporary injunction of any court of competent jurisdiction entered under any other federal or state law applicable to the licensee. The Attorney General shall not institute a proceeding under this subsection more than one (1) year from the date of the order or injunction relied on, and the Attorney General shall not enter an order under this subsection on the basis of an injunction entered under any other state law unless that order or injunction was based on facts which would currently constitute a ground for an order under this section;
(g)
Has made any misrepresentations or false statements to, or concealed any essential or material fact from, any person in the course of acting as a title company, or has engaged in a course of business which has worked or tended to work a fraud upon any person or would so operate;
(h)
Has knowingly made or caused to be made to the Attorney General any false representation of material fact or has suppressed or withheld from the Attorney General any information which the applicant or licensee possesses, and which, if submitted, would have rendered the applicant or licensee ineligible to be licensed under Sections 1 to 15 of this Act;
(i)
Has refused to permit an examination by the Attorney General of its books and affairs or has refused or failed, within a reasonable time, to furnish any information or make any report that may be required by the Attorney General under Sections 1 to 15 of this Act;
(j)
Has been convicted of any misdemeanor of which an essential element is fraud, or any felony, or has pending against it any felony charges;
(k)
Has had any license related to the title company industry denied, suspended, or revoked under the laws of this state or any other state of the United States;

(l)
Has engaged in any other conduct that constitutes improper, fraudulent, or dishonest dealing; or

(m)
Has been grossly negligent.

(2)
No licensee whose license is suspended shall engage in title company business or receive any compensation for title company business unless the compensation was earned prior to the suspension period.

(3)
A revoked license may be renewed if the licensee pays all necessary fees, is no longer in violation of subsection (1) of this section, and meets all other active licensure requirements within one (1) year of the revocation date. No licensee whose license is revoked shall engage in the title company business during the period of revocation, or receive any compensation for title company business unless the compensation was earned prior to the effective date of the revocation.

SECTION 10.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
The Attorney General may, on its own initiative, investigate the actions of any licensee or any person who acts in the capacity of licensee. On the verified written complaint of any person, the Attorney General shall investigate the actions of any licensee or any person who acts in the capacity of licensee, if the complaint, together with any evidence presented in connection with it, alleges a prima facie case that a violation set out in Section 9 of this Act has been committed. After the investigation, the Attorney General may order a hearing and, in appropriate cases, take disciplinary action against any licensee who is found in violation of Section 9 of this Act.

(2)
To investigate allegations of practices violating the provisions of Sections 1 to 15 of this Act, the Attorney General may:

(a)
Issue subpoenas to compel attendance of witnesses and the production of documents;

(b)
Administer oaths;

(c)
Examine witnesses; and

(d)
Pay appropriate witness fees.

SECTION 11.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
All complaints against licensees shall be submitted to the Attorney General on forms furnished by the Attorney General. The complaint shall state facts which, if true, would constitute a prima facie case that the licensee has violated the provisions of Section 9 of this Act. If the complaint does not constitute a prima facie case, the Attorney General shall allow the complainant ten (10) days to revise and supplement the complaint in order to cure any defect. If the complainant fails to respond within ten (10) days or if the revised and supplemented complaint does not constitute a prima facie case that the licensee has violated the provisions of Section 9 of this Act, the Attorney General shall dismiss the matter without requiring the licensee to file or serve a response.

(2)
If the complaint constitutes a prima facie case that a licensee has violated the provisions of Section 9 of this Act, a copy of the complaint, exhibits attached thereto, and any subsequent pleadings, shall be served on the licensee, by the Attorney General, at the licensee's last known address and shall show certification that there has been service by writing to the last known address.

(3)
If the Attorney General serves the complaint upon the licensee, the licensee shall file with the Attorney General an answer to the complaint, properly notarized, on forms furnished by the Attorney General. The answer shall be returned to the Attorney General within twenty (20) days. The licensee shall deliver to the complainant at his last known address a copy of the answer, exhibits attached thereto, and any subsequent pleadings. All further pleadings in the matter filed with the Attorney General by either party shall show that a copy has been furnished to the opposing party or parties.

SECTION 12.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

The Attorney General shall, before denying an application for license or before ordering any disciplinary action against a licensee, order a hearing. The hearing shall be conducted in accordance with the provisions of KRS Chapter 13B.
SECTION 13.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
If the Attorney General determines after a hearing that any applicant is not entitled to receive a license, a license shall not be granted to the applicant, and if the Attorney General determines after a hearing that any licensee has violated any of the provisions of Sections 1 to 15 of this Act, the disciplinary measures in subsection (1) of Section 9 of this Act may be ordered.
(2)
Any party aggrieved by the action of the Attorney General in refusing to grant a license or in ordering any disciplinary action may appeal to the Franklin Circuit Court or the Circuit Court where the licensee has his principal place of business or where the applicant resides in accordance with KRS Chapter 13B. Disciplinary action imposed by the Attorney General shall be automatically stayed during the pendency of an appeal to a Circuit or Appellate Court, unless otherwise indicated in the final order of the Attorney General.

SECTION 14.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

(1)
The Attorney General may promulgate administrative regulations that are necessary to carry out the provisions of Sections 1 to 15 of this Act.

(2)
The Attorney General may examine the business, books, and records of any licensee, and each licensee shall pay an examination fee sufficient to cover the cost of the examination based upon fair compensation for time and actual expense as established by administrative regulations of the Attorney General.

(3)
Funds collected under Sections 1 to 15 of this Act shall be placed in a trust or agency account pursuant to KRS 45.253.
SECTION 15.   A NEW SECTION OF KRS CHAPTER 367 IS CREATED TO READ AS FOLLOWS:

Nothing in Sections 1 to 15 of this Act shall be construed to limit or restrict the powers, duties, remedies, or penalties available to the Attorney General, the Commonwealth, or any private person under any other provision of statutory or common law.
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