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AN ACT relating to insurance.

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

Section 1.   KRS 287.030 is amended to read as follows:

(1)
As used in this section, "person" includes a natural person, partnership, corporation, association, business trust, voting trust, or similar organization.

(2)
No persons, except corporations, shall engage in the business of private banking in this state.

(3)
No bank incorporated under the laws of another state or national bank having its principal place of business outside this state shall transact any banking business in this state except to lend money, unless specifically authorized by law or administrative regulation, or except as permitted following a merger transaction within the meaning of Section 44 of the Federal Deposit Insurance Act pursuant to 12 U.S.C. sec. 1811 et seq., approved after June 1, 1997.

(4)
Kentucky chartered banks, or their subsidiaries, are specifically authorized to engage in the sale of[No person who after July 13, 1984, owns or acquires more than one-half (1/2) of the capital stock of a bank shall act as insurance agent or broker with respect to any insurance except credit life insurance, credit health insurance, insurance of the interest of a real property mortgagee in mortgaged property, other than title] insurance.

(5)
No bank incorporated under the laws of the Commonwealth of Kentucky shall make any loan or discount on the security of the shares of its own capital stock, or the shares of stock of a bank holding company which controls the bank to the extent that such loan or discount secured by such shares exceeds the amounts permitted by Section 23(A) of the Federal Reserve Act (12 U.S.C. sec. 371c) as that section reads on July 15, 1986, nor be the purchaser or holder of any such shares, except that a bank may take property of any kind to satisfy or protect a loan previously made in good faith and in the ordinary course of business; and stock so purchased or acquired, shall, within six (6) months from the time of its purchase or acquisition, be sold or disposed of at public or private sale. This subsection shall not affect or modify in any way KRS 386.025, but said section shall remain in full force and effect.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Financial institution" means a bank or bank holding company as defined in the Bank Holding Company Act of 1956, as amended, 12 U.S.C. sec. 1841, a savings bank, savings and loan association, trust company, or any depository institution as defined by the Federal Deposit Insurance Act in 12 U.S.C. sec. 1813(c)(1), and any other individual, corporation, partnership, or association authorized to take deposits and make loans in the Commonwealth, and any affiliate or subsidiary of any of the above;

(b)
"Insurance agency activities" means any activity relating to insurance other than credit life insurance, credit health insurance, forced placed or voluntary credit property, credit involuntary unemployment insurance, or insurance of the interest of a real property mortgagee in mortgaged property, other than title insurance, for which a license as agent, solicitor, broker, or consultant is required under this chapter; and

(c)
"Insurance information" means any information provided by a consumer in order to obtain insurance.

(2)
A financial institution authorized by law to engage in insurance agency activities in this state shall, in addition to any other applicable requirements, comply with the following requirements:

(a)
The financial institution or officer, agent, representative, or employee thereof shall qualify for licensure under all applicable provisions of this chapter and abide by all applicable provisions of this chapter and applicable administrative regulations;

(b)
A financial institution shall provide a written statement, signed or initialed by the consumer, to evidence compliance with KRS 304.12-150;

(c)
If the consumer voluntarily discloses or authorizes, in a written statement that is signed or initialed by the consumer, the disclosure of insurance information about the consumer to any person, the statement shall be an acknowledgment that the disclosure is not to the detriment of the consumer; and

(d)
A financial institution licensed by the department to engage in insurance agency activities shall:

1.
Not violate the anti-tying provisions of the Bank Holding Company Act, 12 U.S.C. sec. 1971 et seq. in effect as of December 31, 1997; and

2.
Notify the department in writing within ten (10) days of any final judgment or any final administrative action, by a federal agency authorized to enforce the anti-tying provision, that finds that the financial institution or any of its employees committed a violation of the Bank Holding Company Act. Any such final and unappealable judgment or final and unappealable administrative action shall be deemed a violation of this chapter;

(e)
Prior to the sale of any policy of insurance to a consumer, a financial institution shall provide to the consumer a written statement, signed or initialed by the consumer, that:

1.
The insurance offered by the financial institution is not a deposit;

2.
The insurance offered by the financial institution is not insured by the Federal Deposit Insurance Corporation or other government agency that insures deposits;

3.
The insurance offered by the financial institution is not guaranteed by the financial institution;

4.
The insurance is optional or, if required, may be purchased from any insurance agent or insurer selected by the consumer if that agent or insurer provides the same or equivalent coverage; and

5.
By not purchasing the insurance if it is optional, or by purchasing the insurance from another insurance agent or insurer if the insurance is required, will not in any way affect current or future credit decisions; and

(f)
The commissioner shall promulgate administrative regulations in accordance with KRS Chapter 13A that specify the disclosure forms required by subsections (b), (c), and (e) of this section.
(3)
An officer or employee of a financial institution shall not directly or indirectly delay or impede the completion of a loan transaction or any other transaction with a financial institution for the purpose of influencing a consumer's selection or purchase of any insurance.
(4)
An employee of a financial institution may receive compensation for the referral of a consumer, who seeks information about or wishes to purchase any insurance product, to a licensed person or for the provision of the telephone number of a licensed person who sells or provides information on the product only if:
(a)
The employee receives the referral fee regardless of whether insurance coverage is sold;

(b)
The referral compensation is a fixed amount;

(c)
The referral compensation is a portion of a financial institution's program offering referral fees for other noninsurance products or services marketed by the financial institution; and

(d)
The referral compensation is paid by the financial institution.

(5)
All financial institutions not insured by the Federal Deposit Insurance Corporation or other government agency that insures deposits are not required to comply with subsection (2)(e) of this section.

SECTION 3.   A NEW SECTION OF SUBTITLE 9 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

An employee of a general agency may receive compensation for the referral of a consumer, who seeks information about or wishes to purchase any insurance product, to a licensed person or for the provision of the telephone number of a licensed person who sells or provides information on the product only if:

(1)
The employee receives the referral fee regardless of whether insurance coverage is sold;

(2)
The referral compensation is a fixed amount; and

(3)
The referral compensation is paid by the general agency.
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