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AN ACT relating to real property transactions.

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

Section 1.   KRS 376.050 is amended to read as follows:

(1)
Any mortgage taken to secure a loan made for the purpose of improving real property by erecting, improving, or adding to a building shall state such facts. 

(2)
Any mortgage taken in whole or in part to secure a loan for the permanent financing of improvements to real property initially financed by a loan of the type described in subsection (1) of this section shall state such facts.
(3)
No person shall willfully misappropriate or misapply the proceeds received from [such ]a loan of the type described in subsections (1) and (2) of this section.
(4)
For purposes of this section, a person shall be deemed to have willfully misappropriated or misapplied the proceeds received from such loans if, without the express written consent of the lender, the person deposits the proceeds in any account which the person or an affiliate controls either directly or indirectly.

Section 2.   KRS 376.070 is amended to read as follows:

(1)
Any contractor, architect or other person who builds, repairs or improves the real property of another under such circumstances that a mechanic's or materialman's lien may be imposed on the property shall, from the proceeds of any payment received from or on behalf of the owner, pay in full all persons who have furnished material or performed labor on the property. 

(2)
If any payment by or on behalf of the owner to the contractor, architect or other person is not sufficient to pay in full all bills for material and labor, then such claims shall be paid on a pro rata basis to the amount of payments received, unless otherwise agreed between the contractor, architect or other person and the holder of the claim for material or labor. 

(3)
This section shall not apply where persons furnishing material or performing labor have waived in writing their right to file mechanics' or materialmen's liens. 

(4)
No person shall willfully misappropriate or misapply payments received in accordance with subsections (1) or (2) of this section.

(5)
For purposes of this section, a person shall be deemed to have willfully misappropriated or misapplied payments received in accordance with subsection (1) or (2) of this section if, without the express written consent of the lender, the person deposits the proceeds in any account which the person or an affiliate controls either directly or indirectly.
Section 3.   KRS 376.990 is amended to read as follows:

[(1)
]Any person who violates the provisions of subsection (3) of Section 1 of this Act, KRS 376.060, or subsection (4) of Section 2 of this Act[(2) of KRS 376.050] shall be guilty of a:

(1)
Class A misdemeanor if the amount willfully misappropriated or misapplied is less than three hundred dollars ($300); or
(2)
Class D felony if the amount willfully misappropriated or misapplied is three hundred dollars ($300) or more.

[(2)
Any person who violates any of the provisions of KRS 376.060 or 376.070 shall be guilty of a Class A misdemeanor.]

SECTION 4.   A NEW SECTION OF KRS CHAPTER 376 IS CREATED TO READ AS FOLLOWS:

(1)
The seller of any real property shall, at the closing of the purchase of the real property, execute and deliver to the purchaser, or the purchaser's agent, an affidavit stating that the seller has paid, or will pay, each person in full for all labor and materials used in the construction of improvements on the real property and that the seller is not indebted to any person by reason of any construction. This subsection shall not apply to the purchase or sale of any real property or any interest in real property by a retail electric supplier or generation and transmission cooperative as defined in KRS 278.010.

(2)
A person commits an offense if the person intentionally, knowingly, or recklessly makes a false or misleading statement in an affidavit under this section. An offense under this section is a Class A misdemeanor.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 376 IS CREATED TO READ AS FOLLOWS:

Any contract to build, repair, or improve real property between the owner of the real property and a contractor, architect, or other person, which requires the owner to obtain a mortgage on the subject property from a third party lender to secure payment of the contract price, shall also require that all payments, draws, or advances from the lender be made payable jointly to the owner and the contractor, architect, or other party to the contract. Alternatively, the contract may provide that the lender shall make payments, draws, or advances directly to the contractor, architect, or other party to the contract upon the owner's authorization.
SECTION 6.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

As used in Sections 6 to 15 of this Act, unless the context requires otherwise:

(1)
"Commissioner" means the commissioner of the Department of Financial Institutions.

(2)
"Escrow" means written instruments, money, or other items deposited by a party with a settlement agent for delivery to other persons upon the performance of specified conditions or the happening of a certain event.

(3)
"Escrow, closing, or settlement services" means the administrative and clerical services required to carry out the terms of contracts affecting real estate. These services include, but are not limited to, placing orders for title insurance, receiving and issuing receipts for money received from the parties, ordering loan checks and payoffs, ordering surveys and inspections, preparing settlement statements, determining that all closing documents conform to the parties' contract requirements, setting the closing appointment, following up with the parties to ensure that the transaction progresses to closing, ascertaining that the lenders' instructions have been satisfied, conducting a closing conference at which the documents are executed, receiving and disbursing funds, obtaining and recording mortgage and lien releases, completing form documents and instruments selected by and in accordance with instructions of the parties to the transaction, handling or arranging for the recording of documents, sending recorded documents to the lender, sending the recorded deed and the title policy to the buyer, and reporting federal income tax information for the real estate sale to the Internal Revenue Service.

(4)
"Licensing authority" means the state or federal entity that licensed the attorney, title insurance company, title insurance agent, real estate broker, or financial institution that acts in the capacity of a settlement agent under Sections 6 to 15 of this Act.

(5)
"Party to the real estate transaction" means, with respect to that real estate transaction, a lender, seller, purchaser, or borrower, and with respect to a corporate seller or purchaser, any entity which is a subsidiary of or under common ownership with that corporate seller or purchaser or any employee, agent, or other person acting on behalf of such corporate seller or purchaser.

(6)
"Person" means a natural person, partnership, association, cooperative, corporation, limited liability company, trust, or other legal entity.

(7)
"Settlement agent" means a person other than a party to the real estate transaction who provides escrow, closing, earnest money deposit, or settlement services in connection with a transaction related to real estate in this Commonwealth and who is listed as the settlement agent on the settlement statement for such transaction. Any person, other than a party to the transaction, who conducts the settlement conference and receives or handles money shall be deemed a "settlement agent" subject to the applicable requirements of Sections 6 to 15 of this Act. 

(8)
"Settlement statement" means the statement of receipts and disbursements for a transaction related to real estate, including but not limited to a statement prescribed under the Real Estate Settlement Procedures Act of 1974 (RESPA), 12 U.S.C. Sec. 2601 et seq., as amended, and the regulations thereunder.

SECTION 7.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

Sections 6 to 15 of this Act shall apply only to transactions involving the cash purchase of or lending on the security of real estate located in this Commonwealth consisting of one (1) to four (4) residential dwelling units.

SECTION 8.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

(1)
A settlement agent operating in compliance with the requirements of Sections 6 to 15 of this Act or a party to the real estate transaction may provide escrow, closing, or settlement services and receive compensation for such services.

(2)
A settlement agent shall exercise reasonable care and shall comply with all applicable requirements of Sections 6 to 15 of this Act and its licensing authority regarding licensing, financial responsibility, errors and omissions or malpractice insurance policies, fidelity bonds, employee dishonesty insurance policies, audits, escrow account analyses, and record retention.

(3)
All settlement statements for transactions related to real estate governed by Sections 6 to 15 of this Act shall be in writing and shall identify, by name and business address, the settlement agent.

SECTION 9.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

All contracts, including new construction purchase contracts, involving the purchase of real estate consisting of one (1) to four (4) residential dwelling units shall include in bold face, ten-point type the following language: 

"Role of Settlement Agent: You are, encouraged to use the services of a settlement agent registered under Section 13 of this Act in the closing of your transaction. The settlement agent's role in closing your transaction involves the coordination of numerous administrative and clerical functions relating to the collection of documents and the collection and disbursement of funds required to carry out the terms of the contract between the parties. If part of the purchase price is financed, your lender will instruct the settlement agent as to the signing and recording of loan documents and the disbursement of loan proceeds. No settlement agent can provide legal advice to any party to the transaction except a settlement agent who is engaged in the private practice of law in Kentucky and who has been retained or engaged by a party to the transaction for the purpose of providing legal services to that party.


Escrow, closing and settlement service guidelines: If a Supreme Court Rule defines what is the unauthorized practice of law in connection with furnishing escrow, settlement, or closing services and such rule has been set forth in a pamphlet issued by the Kentucky Bar Association, as a party to a real estate transaction you are entitled to receive a copy of the pamphlet from your settlement agent, upon request, in accordance with the provisions of Sections 6 to 15 of this Act.

Title Insurance: A title insurance policy is not the same as a homeowner’s insurance policy. If you are financing the purchase of real estate, your lender may require you to purchase a “lender’s title insurance policy,” which will protect the lender up to the amount of your loan. You should understand that this form of title insurance does not protect your interests in the real estate you are purchasing. You are encouraged to seek advice from a title insurance agent for an explanation of the benefits of title insurance regardless of whether you are financing or paying cash for the purchase of your real estate. In either instance an “owner’s title insurance policy” which will protect your interests is recommended, but is not required."
SECTION 10.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

(1)
All funds deposited with the settlement agent in connection with an escrow, settlement, closing, or earnest money deposit shall be submitted for collection to or deposited in a separate fiduciary trust account or accounts in a qualified financial institution no later than the close of the next business day, in accordance with the following requirements:

(a)
The funds shall be the property of the person or persons entitled to them under the provisions of the escrow, settlement, earnest money deposit, or closing agreement and shall be segregated for each depository by escrow, settlement, earnest money deposit, or closing in the records of the settlement agent in a manner that permits the funds to be identified on an individual basis; and
(b)
The funds shall be applied only in accordance with the terms of the individual instructions or agreements under which the funds were accepted.
(2)
Funds held in a postclosing escrow account shall be disbursed only pursuant to a written instruction or agreement specifying how and to whom such funds may be disbursed.

(3)
Any interest received on funds deposited in connection with any escrow, settlement, earnest money deposit, or closing shall be paid, net of administrative costs, to the depositing party, unless the instructions for the funds or a governing statute provides otherwise.

(4)
Disbursements may be made out of an escrow, settlement, or closing account only if deposits directly relating to the transaction disbursed against, in amounts at least equal to the disbursement, have first been made.
(5)
A settlement agent shall comply with the escrow account audit requirements mandated by law or by its particular licensing authority.

(6)
Nothing in Sections 6 to 15 of this Act shall be deemed to prohibit the recording of documents prior to the time funds are available for disbursement with respect to a transaction, provided all parties consent to the transaction in writing.

(7)
Nothing in this section is intended to amend, alter, or supersede other sections of Sections 6 to 15 of this Act, or the laws of this state or the United States, regarding an escrow holder's duties and obligations.

(8)
The commissioner may promulgate administrative regulations prescribing a standard agreement for escrow, settlement, closing, or earnest money deposit funds.

SECTION 11.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

No settlement agent shall intentionally make any materially false or misleading statement or entry on a settlement statement. An estimate of charges made in good faith by a settlement agent, and indicated as such on the settlement statement, shall not be deemed to be a violation of this section.
SECTION 12.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

The settlement agent shall maintain sufficient records of its affairs so that the appropriate licensing authority may adequately ensure that the settlement agent is in compliance with all provisions of Sections 6 to 15 of this Act. The settlement agent shall retain records pertaining to each settlement handled for a minimum of five (5) years after the settlement is completed. The appropriate licensing authority may prescribe the specific record entries and documents to be kept.
SECTION 13.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

(1)
(a)
Every settlement agent subject to the provisions of Sections 6 to 15 of this Act who does not hold a license from a licensing authority shall register as such with the commissioner by September 30, 2003, and biennially thereafter. In conjunction therewith, settlement agents shall furnish:

1.
Their names, business addresses, and telephone numbers;

2.
Information pertaining to licenses issued them by any licensing authority; and

3.
Such other information as may be required by the commissioner.

(b)
Each such registration shall be accompanied by a fee not to exceed one hundred dollars ($100). The registration shall be renewed biennially and shall be accompanied by a renewal fee in the amount of one hundred dollars ($100).
(2)
The commissioner shall receive complaints concerning settlement agent or financial institution noncompliance with the provisions of subsection (1) of this section and shall:

(a)
Investigate the same to the extent they concern any matter within the commissioner's jurisdiction;

(b)
Refer to the Kentucky Bar Association all complaints concerning the unauthorized practice of law or any other matter within the Kentucky Bar Association's jurisdiction; and

(c)
Refer complaints and other relevant information in writing to the appropriate licensing authority pursuant to Section 14 of this Act. 
(3)
Any settlement agent who willfully fails to comply with the provisions of this section shall be subject to a penalty of up to five thousand dollars ($5,000) for each such failure.

SECTION 14.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

(1)
If the commissioner receives complaints or knows or has reasonable cause to believe that a settlement agent licensed by a licensing authority has willfully violated any provision of Sections 6 to 15 of this Act, or any administrative regulation promulgated under Sections 6 to 15 of this Act, the commissioner shall refer complaints and other relevant information in writing to the appropriate licensing authority which shall immediately review the matter and take appropriate action allowed the licensing authority under this section or under any other law or regulation.

(2)
If, after notice and the opportunity to be heard in compliance with KRS Chapter 13B, a licensing authority determines that a settlement agent licensed by the licensing authority has willfully violated any provision of Sections 6 to 15 of this Act, or any administrative regulation promulgated under Sections 6 to 15 of this Act, the licensing authority may order one (1) or more of the following:

(a)
A penalty not exceeding five thousand dollars ($5,000) for each violation; 

(b)
Revocation or suspension of the applicable licenses; and

(c)
Restitution to a party to the real estate transaction to be made by the person violating any provision of Sections 6 to 15 of this Act in the amount of any actual, direct financial loss.

(3)
If, after notice and the opportunity to be heard in compliance with KRS Chapter 13B, the commissioner determines that any person who does not hold a license from a licensing authority has violated any provision of Sections 6 to 15 of this Act or any administrative regulation promulgated under Sections 6 to 15 of this Act, the commissioner may take one (1) or more of the following actions:

(a)
Impose a penalty not exceeding five thousand dollars ($5,000) for each violation;

(b)
Seek a temporary or permanent injunction or a restraining order requiring the person to cease and desist from engaging in such act or practice;

(c)
Require restitution to a party to the real estate transaction to be made by the person violating any provision of Sections 6 to 15 of this Act in the amount of any actual, direct financial loss.
(4)
Nothing in this section shall affect the right of the appropriate licensing authority to impose any other penalties provided by law or regulation. Notwithstanding any provision contained in this section to the contrary, as to that portion of any complaint by a party to the real estate transaction arising under Sections 6 to 15 of this Act or any administrative regulation promulgated under Sections 6 to 15 of this Act relating to the unauthorized practice of law, the Kentucky Bar Association, after complying with applicable law and regulations relating to unauthorized practice of law complaints and concluding that the activity was not authorized by statute or administrative regulation, may refer that portion of the complaint to the Attorney General of Kentucky or a Commonwealth's Attorney who shall have the power, in addition to any other powers conferred on him by law, to seek the issuance of a temporary or permanent injunction or restraining order against any person violating any provision of Sections 6 to 15 of this Act or any administrative regulation promulgated under Sections 6 to 15 of this Act.
SECTION 15.   A NEW SECTION OF KRS CHAPTER 382 IS CREATED TO READ AS FOLLOWS:

Sections 6 to 15 of this Act may be cited as the Kentucky Real Estate Settlement Protection Act.

SECTION 16.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in Sections 16 to 24 of this Act, unless the context requires otherwise:

(1)
"Abstract of title" or "abstract" means a written history, synopsis, or summary of the recorded instruments affecting the title to real property;

(2)
"Escrow" means written instruments, money, or other items deposited by one (1) party with a depository, escrow agent or escrow for delivery to another party upon the performance of a specified condition or the happening of a certain event;

(3)
"Title insurance agent" or "agent" means an authorized person who, on behalf of the title insurer, performs the following acts in conjunction with the issuance of a title insurance report or policy:

(a)
Determines insurability and issues title insurance reports or policies, or both, based upon the performance or review of a search, or an abstract of title; and

(b)
Performs one (1) or more of the following functions:

1.
Collects or disburses premiums, escrow funds, earnest money deposits, or other funds;
2.
Handles escrow, settlements, or closings;
3.
Solicits or negotiates title insurance business; or

4.
Records closing documents;

(4)
"Title insurance business" or "business of title insurance" means:

(a)
Issuing as insurer or offering to issue as insurer a title insurance policy;

(b)
Transacting or proposing to transact by a title insurance agent any of the following activities when conducted or performed in contemplation of, or in conjunction with, the issuance of a title insurance policy:

1.
Soliciting or negotiating the issuance of a title insurance policy;

2.
Guaranteeing, warranting, or otherwise insuring the correctness of title searches for all instruments affecting titles to real property, any interest in real property, cooperative units and proprietary leases, and for all liens or charges affecting the same;

3.
Handling of escrow, settlements, or closings;

4.
Executing title insurance policies;

5.
Effecting contracts of reinsurance; or

6.
Abstracting, searching, or examining titles;

(c)
Guaranteeing, warranting, or insuring searches or examinations of title to real property or any interest in real property;

(d)
Guaranteeing or warranting the status of title as to ownership of, or liens on, real property and personal property by any person other than the principals to the transaction; or

(e)
Doing or proposing to do any business substantially equivalent to any of the activities listed in this subsection in a manner designed to evade the provisions of Sections 16 to 24 of this Act;
(5)
"Title insurance policy" or "policy" means a contract insuring or indemnifying owners of, or other persons lawfully interested in, real or personal property or any interest in real property, against loss or damage arising from any or all of the following conditions existing on or before the policy date and not excepted or excluded:

(a)
Defects in or liens or encumbrances on the insured title;

(b)
Unmarketability of the insured title;

(c)
Invalidity, lack of priority, or unenforceability of liens or encumbrances on the stated property;

(d)
Lack of legal right of access to the land; or

(e)
Unenforceability of rights in title to the land;

(6)
"Title insurance report" or "report" means a preliminary report, commitment, or binder issued prior to the issuance of a title insurance policy containing the terms, conditions, exceptions, and any other matters incorporated by reference under which the title insurer is willing to issue its title insurance policy;

(7)
"Title insurer" or "insurer" means a company organized under laws of this state for the purpose of transacting the business of title insurance and any title insurer incorporated or organized under the laws of any other state of the United States, the District of Columbia, any other jurisdiction of the United States, or any foreign nation, province, or territory to transact the business of title insurance.

SECTION 17.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A person shall not act in the capacity of a title insurance agent and a title insurer may not contract with any person to act in the capacity of a title insurance agent with respect to risks located in this state unless the person is duly appointed by a title insurer and is a licensed title insurance agent in this state.

(2)
An agent of a title insurer shall be licensed as an agent with a title line of authority in accordance with the provisions of Subtitle 9 of this chapter regulating all aspects of agent licenses.

(3)
Subsection (2) of this section includes the requirement that the agent shall satisfactorily complete the continuing education requirements in accordance with KRS 304.9-295.

(4)
An agent of a title insurer shall be appointed by the title insurer in accordance with the provisions of Subtitle 9 of this chapter regulating all aspects of agent appointments.
SECTION 18.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The commissioner may, during normal business hours, examine, audit, and inspect any and all books and records maintained by a title insurance agent under the provisions of Sections 16 to 24 of this Act.

SECTION 19.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
When constituting an offer to issue an owner's title insurance policy covering the resale of owner-occupied residential property, a title insurance report shall be furnished to the purchaser-mortgagor or its representative at closing. If the report cannot be delivered prior to the day of closing, the title insurer shall document the reasons for the delay. The report furnished to the purchaser-mortgagor shall incorporate the following statement on the first page in bold type:

"Please read the exceptions and the terms shown or referred to herein carefully. The exceptions are meant to provide you with notice of matters which are not covered under the terms of the title insurance policy and should be carefully considered. It is important to note that this form is not a written representation as to the condition of title and may not list all liens, defects, and encumbrances affecting title to the land."
(2)
A title insurance agent issuing a lender's title insurance policy in conjunction with a mortgage loan made simultaneously with the purchase of all or part of the real estate securing the loan, where no owner's title insurance policy has been requested, shall give written notice, on a form prescribed or approved by the commissioner, to the purchaser-mortgagor at the time the commitment is prepared. The notice shall explain that a lender's title insurance policy is to be issued protecting the mortgage-lender, and that the policy does not provide title insurance protection to the purchaser-mortgagor as the owner of the property being purchased. The notice shall explain what a title policy insures against and what possible exposures exist for the purchaser-mortgagor that could be insured against through the purchase of an owner's policy. The notice shall also explain that the purchaser-mortgagor may obtain an owner's title insurance policy protecting the property owner at a specified cost or approximate cost, if the proposed coverages or amount of insurance is not then known. A copy of the notice, signed by the purchaser-mortgagor, shall be retained in the relevant underwriting file at least five (5) years after the effective date of the policy.

SECTION 20.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

A title insurance agent may operate as a settlement agent if the title insurance agent complies with the provisions of Sections 6 to 15 of this Act.
SECTION 21.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The title insurance agent shall maintain sufficient records of its affairs, including its escrow operations and escrow trust account, for a period of five (5) years so that the commissioner may adequately ensure that the title insurance agent is in compliance with all provisions of Sections 16 to 24 of this Act. The commissioner may promulgate administrative regulations prescribing the specific record entries and documents to be kept.
SECTION 22.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

A title insurance agent shall be subject to all other applicable provisions of this chapter unless specifically addressed by Sections 16 to 24 of this Act.
SECTION 23.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The commissioner may promulgate administrative regulations necessary to carry out the provisions of Sections 16 to 24 of this Act.
SECTION 24.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

Sections 16 to 24 of this Act may be cited as the Kentucky Title Insurance Agent Act.

Section 25.   KRS 304.9-030 is amended to read as follows:

(1)
Unless denied a license according to KRS 304.9-440, applicants who have met the requirements for the license in accordance with this subtitle, shall be issued the applicable license.

(2)
An insurance agent may receive qualification for a license in one (1) or more of the following applicable lines of authority:

(a)
Life -- insurance coverage on human lives including benefits of endowment and annuities, and may include benefits in the event of death or dismemberment by accident and benefits for disability income;

(b)
Health -- insurance coverage for sickness, bodily injury, or accidental death and may include benefits for disability income;

(c)
Property -- insurance coverage for the direct or consequential loss or damage to property of every kind;

(d)
Casualty -- insurance coverage against legal liability, including that for death, injury, or disability, or damage to real or personal property;

(e)
Variable life and variable annuity products -- insurance coverage provided under variable life insurance contracts and variable annuities;

(f)
Limited line insurance as identified in KRS 304.9-230;

(g)
Personal lines -- property and casualty insurance coverage sold to individuals and families for primarily noncommercial purposes;[ and]
(h)
Title -- title insurance as defined in KRS 304.5-090; and
(i)
Any other line of insurance authorized by Kentucky law and deemed by the commissioner appropriate to be issued as a separate line of authority.

Section 26.   KRS 304.9-105 is amended to read as follows:

An individual applying for an agent license shall make application to the commissioner on the uniform individual application or other application prescribed by the commissioner and declare under penalty of refusal, suspension, or revocation of the license that the statements made in the application are true, correct, and complete to the best of the individual's knowledge and belief. Before approving the application, the commissioner shall find that the applicant:

(1)
Is at least eighteen (18) years of age;

(2)
Has fulfilled the residence requirements as set forth in KRS 304.9-120 or is a nonresident who is not eligible to be issued a license in accordance with KRS 304.9-140;

(3)
Has not committed any act that is a ground for denial, suspension, or revocation set forth in KRS 304.9-440;

(4)
Is trustworthy, reliable, and of good reputation, evidence of which shall be determined through an investigation by the commissioner;

(5)
Is competent to exercise the license and has:

(a)
Successfully attained a general educational level equivalent to that required for graduation from an accredited high school in this state;

(b)
Except for limited lines licenses, completed a forty (40) hour prelicensing classroom course of study for the lines of authority for which the individual has applied. The commissioner shall promulgate administrative regulations to carry out the purpose of this section;

(c)
Except for limited line licenses, successfully passed the examinations required by the commissioner for the lines of authority for which the individual has applied; and

(d)
Paid the fees set forth in KRS 304.4-010; and

(6)
Is financially responsible to exercise the license and has:

(a)
1.
Filed with the commissioner the certificate of an insurer authorized to write legal liability insurance in this state, that the insurer has and will keep in effect on behalf of the person a policy of insurance covering the legal liability of the licensed person as the result of erroneous acts or failure to act in his or her capacity as an insurance agent, and enuring to the benefit of any aggrieved party as the result of any single occurrence in the sum of not less than twenty thousand dollars ($20,000) and one hundred thousand dollars ($100,000) in the aggregate for all occurrences within one (1) year, and that the policy shall not be terminated unless at least thirty (30) days' prior written notice will have been given to the commissioner; or

2.
Deposited with the commissioner cash, or a cash surety bond executed by an insurer authorized to write business in this Commonwealth, in the sum of twenty thousand dollars ($20,000), which shall be subject to lawful levy of execution by any party to whom the licensee has been found to be legally liable as the result of erroneous acts or failure to act in his or her capacity as an agent; or

3.
Filed with the commissioner on his or her behalf, by an authorized insurer or group of affiliated insurers for which he or she is or is to become an exclusive agent, an agreement whereby the insurer or group of affiliated insurers agrees to assume responsibility, to the benefit of any aggrieved party, for legal liability of the licensed person as the result of erroneous acts or failure to act in his or her capacity as an insurance agent on behalf of the insurer or group of affiliated insurers in the sum of twenty thousand dollars ($20,000) for any single occurrence and that the agreement shall not be terminated until the license is surrendered to the commissioner or at least thirty (30) days' prior written notice will have been given to the commissioner, whichever shall first occur; and

(b)
1.
Filed with the commissioner the certificate of the insurer authorized to write legal liability insurance in this state that the insurer has and will keep in effect on behalf of the person a policy of insurance covering the legal liability of the licensed person as the result of erroneous acts or failure to act in his or her capacity as an insurance agent, and enuring to the benefit of any aggrieved party as the result of any single occurrence in a sum of not less than two hundred fifty thousand dollars ($250,000) per claim; and

2.
Filed with the commissioner a blanket fidelity bond or employee dishonesty insurance policy issued by an authorized insurer and covering persons employed by the agent and providing a minimum of fifty thousand dollars ($50,000) in coverage. When the agent has no employees except the owner, partners, shareholders, or members, the settlement agent may apply to the appropriate licensing authority for a waiver of this fidelity bond or employee dishonesty insurance requirement.

3.
Paragraph (b) of this subsection shall apply only to agents holding a title line of authority, and agents holding a title line of authority only shall not be required to comply with the requirements of paragraph (a) of this subsection.
(c)
Agreed with the commissioner that if at any time notice is given to the commissioner that any policy or bond filed in accordance with paragraph (a)1. or paragraph (b) of this subsection, or agreement filed in accordance with paragraph (a)3. of this subsection, is to be terminated and has not been replaced by another policy, bond, or agreement within the time established by regulations of the commissioner, or if any deposit in accordance with paragraph (a)2. or (b)2. of this subsection be reduced through levy of execution and not replaced by any necessary additional deposit within the time established by regulations of the commissioner, any and all licenses held by the licensee are revoked and shall be promptly surrendered to the commissioner without demand.

The commissioner may require additional information or submissions from applicants and may obtain any documents or information reasonably necessary to verify the information contained in an application.

Section 27.   Sections 16 to 26 of this Act take effect on July 15, 2003.
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