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AN ACT relating to title insurance.

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

SECTION 1.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 5 of this Act:

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

(2)
"Title insurance agent" or "agent" means an authorized person, other than a bona fide employee of the title insurer, 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 all of the following functions: 

1.
Collects or disburses premiums, escrow or security deposits, or other funds;

2.
Handles escrow, settlements, or closings; and

3.
Records closing documents;

(3)
"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; and

(4)
"Underwrite" means the authority to accept or reject risk on behalf of the title insurer.

SECTION 2.   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 shall 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:

(a)
Is a licensed title insurance agent in this state;

(b)
Possesses a license acceptable to the commissioner and issued by this state; or

(c)
Is an attorney licensed in this state who is actively engaged in the practice of law, including but not limited to the business of a title insurance agent.

(2)
(a)
The commissioner shall require the title insurance agent and any delegate performing the title search to maintain the following for the benefit of the title insurer in amounts commensurate with the agent's average exposure, under terms and conditions, and from insurers acceptable to the commissioner:

1.
An errors and omission policy which includes coverage for an agent's delegation of any agent functions; and

2.
Fidelity coverage if the agent handles escrow or security deposits; and

(b)
The commissioner may promulgate administrative regulations specifying acceptable alternatives to the preceding insurance requirements. The availability of closing or settlement protection shall not be construed to be an acceptable alternative to the requirements of this subsection.

(3)
The title insurance agent shall maintain sufficient records of its affairs, including its escrow operations and escrow trust accounts, so that the commissioner may adequately ensure that the title insurance agent is in compliance with Sections 1 to 5 of this Act. The commissioner may prescribe the specific record entries and documents to be kept, and the length of time for which the records shall be maintained.

SECTION 3.   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 the insurance code unless specifically addressed by Sections 1 and 2 of this Act and other state and federal law.

SECTION 4.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

The commissioner may issue administrative regulations and orders necessary to carry out the provisions of Sections 1 to 5 of this Act.

SECTION 5.   A NEW SECTION OF SUBTITLE 22 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A title insurer may issue closing or settlement protection on a form of closing protection letter approved by the commissioner to a person or entity that is a party to a transaction in which title insurance policy will be issued.

(2)
The closing or settlement protection shall indemnify a person or entity insured under a title insurance policy against loss because of one (1) of the following acts of a policy-issuing title insurance agent or other settlement service provider which has been approved by the title insurer for such protection, under the terms and conditions of the closing protection letter as issued by the title insurer:

(a)
Theft or misappropriation of settlement funds in connection with a transaction in which a title insurance policy or title insurance policies will be issued by or on behalf of the title insurer issuing the closing or settlement protection, but only to the extent that the theft relates to the status of the title to that interest in land or to the validity, enforceability, and priority of the lien of the mortgage on that interest in land; or

(b)
Failure to comply with the written closing instructions when agreed to by the settlement agent, title agent, or employee of the title insurer, but only to the extent that the failure to follow the instructions relates to the status of the title to that interest in land or the validity, enforceability, and priority of the lien of the mortgage on that interest in land.

(3)
A title insurer shall not provide any other protection which purports to indemnify against improper acts or omissions of a person with regard to settlement or closing services.
Section 6.   KRS 304.22-030 is amended to read as follows:

A title insurer shall have corporate powers as set forth in KRS 271B.3-020, and in addition shall have power to:

(1)
Examine titles to real estate and chattels real and personal, and to procure and furnish information relative thereto.

(2)
Make and guarantee the correctness of searches of all instruments, liens, or changes affecting the titles set out in subsection (1) of this section.

(3)
Subject to the provisions of Sections 1 to 5 of this Act, make insurance of every kind pertaining to or connected with titles to real estate and chattels real and personal; and to make and issue such policies and other instruments as may be required to insure owners of real estate and chattels real and personal, mortgages, and others having an interest therein, from loss by reason of liens, encumbrances, and defective titles.

(4)
Act as trustee under mortgages or deeds of trust executed to secure payment of bonds where the title to the real estate and chattels real and personal included in the mortgage or deed of trust has been examined and approved by the insurer; to act as agent in fact for investors in, and the holders of mortgages or deeds of trust or bonds, notes or other evidences of indebtedness mentioned in Subtitle 7, in the purchase, sale and servicing thereof.

(5)
To acquire and hold, subject to Subtitle 7, such real estate and chattels real and personal as may be necessary or convenient for the conduct of its business, including real estate and chattels real and personal taken in satisfaction of debts due the insurer or by subrogation under its guaranties or insurance, and to sell, lease, pledge, mortgage and convey such property.

Section 7.   This Act takes effect January 1, 2014.
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