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AN ACT relating to insurance consultants.

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

Section 1.   KRS 304.9-040 is amended to read as follows:

(1)
A "consultant" is an individual or business entity, who as an independent contractor in relation to his client, for fee or compensation other than from an insurer, in any manner advises or purports to advise, any person actually or prospectively insured, or named or to be named as beneficiary, or having or to have any interest in or insured under, an insurance contract or annuity contract, existing or proposed, relative to coverage, advisability, rights, or interests under such contract, or relative to the retention, exchange, surrender, or exercise of rights thereunder. This subsection shall not apply as to an attorney while acting under a license to practice law in this state.

(2)
A "property and casualty consultant" is an individual or business entity licensed as a consultant as to property insurance contracts, casualty insurance contracts, health insurance contracts issued by property or casualty insurers, and surety contracts.

(3)
A "life and health consultant" is an individual or business entity licensed as a consultant as to life insurance contracts, annuity contracts, and health insurance contracts.

Section 2.   KRS 304.9-080 is amended to read as follows:

(1)
An individual or business entity shall not consult, sell, solicit, or negotiate insurance in this state unless the individual or business entity is licensed as the appropriate insurance consultant or producer for that line of authority in accordance with this subtitle or Subtitle 10 of this chapter.

(2)
No individual or business entity shall in this state be, act as, or hold himself or herself out as an adjuster unless then licensed as an adjuster. No individual or business entity shall in this state be, act as, or hold himself or herself out as a consultant unless then licensed as a consultant. No consultant shall act as a consultant with respect to any kind of insurance as to which he or she or the business entity is not then licensed as a consultant.

(3)
A consultant license shall cover either or both of the following categories, as selected by the licensee:

(a)
Property and casualty; and

(b)
Life and health.


A consultant licensed in both categories shall qualify separately for, and be licensed in, each category.

(4)
No individual or business entity licensed as a consultant shall act as a consultant until he or she or the business entity has filed with the commissioner a bond or insurance in accordance with KRS 304.9-330.

(5)
Except as provided in KRS 304.9-410 and KRS 304.9-270(3), no agent shall place, and no insurer shall accept, any insurance with any insurer as to which the agent does not then hold a license and appointment as agent under this subtitle.

(6)
No rental vehicle agent, rental vehicle managing employee, specialty credit producer, or specialty credit managing employee shall place, and no insurer shall accept, any insurance with any insurer as to which the licensee does not then hold a license and appointment under this subtitle.

(7)
The commissioner shall prescribe and furnish all forms required under this subtitle as to licenses and appointments.

Section 3.   KRS 304.9-320 is amended to read as follows:

For the protection of the people of this Commonwealth the commissioner shall not issue, continue, or permit to exist any license as consultant except in compliance with this subtitle, or as to any person or business entity not qualified therefor as follows:

(1)
Must be an individual of twenty-five (25) or more years of age or business entity otherwise meeting all the requirements of this subtitle;

(2)
Must have had not less than five (5) years of actual experience as a licensed agent with respect to the kinds of insurance and contracts to be covered by the license, or other special experience, education or training, all of sufficient content and duration reasonably necessary for competence in fulfilling the responsibilities of a consultant;

(3)
Must have a thorough knowledge of insurance and annuity contracts of the kinds proposed to be covered under the license;

(4)
Must satisfy the commissioner, if an individual by written examination, or otherwise of his qualification for the license;

(5)
Must be competent, trustworthy under highest fiduciary standards, financially responsible, and of good personal and business reputation; and

(6)
Must have filed the bond required by KRS 304.9-330.

SECTION 4.   A NEW SECTION OF SUBTITLE 9 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A business entity acting as a consultant is required to obtain a consultant license. Application shall be made using the uniform business entity application or other application prescribed by the commissioner. Before approving the application of a business entity as a resident or as a nonresident which is not eligible to be issued a license in accordance with KRS 304.9-140, the commissioner shall find that:
(a)
The business entity has paid the fees set forth in KRS 304.4-010;
(b)
Each officer, director, and member of the business entity who is acting as a consultant has obtained a consultant's license;
(c)
The business entity has disclosed to the insurance department the identity of all officers and directors and whether or not they are licensed as consultants; and
(d)
The business entity has designated a licensed consultant responsible for the business entity's compliance with the insurance laws and regulations of this state.
(2)
Within thirty (30) days of the change, the licensee shall notify the commissioner of all changes among its members, directors, officers, and other individuals designated in or registered as to the license.
(3)
Each consultant authorized to act for the business entity shall be designated with the commissioner as to the license in accordance with KRS 304.9-133.
(4)
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 5.   KRS 304.9-350 is amended to read as follows:

(1)
A consultant who is also licensed as an agent shall not, directly or indirectly, receive or share in both a fee and other compensation paid, directly or indirectly, from an insured or any insurer with respect to any insurance or annuity contract procured, renewed, continued, modified, terminated, or otherwise disposed of pursuant to any recommendation given or transaction engaged in by the licensee under this license or any license issued under this code; but this subsection shall not preclude any consultant or agent from receiving or sharing in both a fee and other compensation for services rendered in connection with the administration of a pension, profit-sharing, group life insurance, group health insurance, or deferred compensation plan.

(2)
If the licensee has received or is to receive any fee, commission, or compensation from the insured or proposed insured, or from any other person other than the insurer, directly or indirectly, with respect to any insurance transaction or proposed insurance transaction, or with respect to any insurance or annuity contract existing or proposed, it shall conclusively be presumed that the licensee was acting as a consultant with respect to such transaction or contract.

(3)
No person or business entity licensed as a consultant under this section may receive any fee, commission or thing of value for examining, appraising, reviewing or evaluating any insurance policy, bond, annuity or pension or profit-sharing contract, plan or program or for making recommendation or giving advice with regard to any of the above, unless such compensation is based upon a prior written agreement signed by the party to be charged and specifying or clearly defining the amount or extent of such compensation and the services to be rendered. A copy of every such agreement shall be retained by the licensee for not less than five (5) years after such services have been fully performed.

(4)
A person or business entity licensed as a consultant under this section shall disclose in the agreement to the party to be charged whether he or the business entity owns an interest in an insurance agency.

(5)
No person or business entity licensed as a consultant may receive any compensation, direct or indirect, as a result of:

(a)
The sale of insurance or annuities to; or

(b)
The use of securities or trusts in connection with pensions for any person to whom any such licensee has performed any related consulting service for which he has received a fee or contracted to receive a fee within the preceding twelve (12) months unless such compensation is provided for in the agreement required.

(6)
No person or business entity licensed as an insurance consultant under this section may be an executive in, or employee of, or own stock which gives him a majority interest, direct or indirect, in any authorized insurer. No consultant may recommend or encourage the purchase of insurance, annuities, or securities from any authorized insurer in which any member of his immediate family holds an executive position or holds a majority interest.
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