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AN ACT relating to real estate.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 324 IS CREATED TO READ AS FOLLOWS:

A principal broker shall return an associate's license to the commission upon request. A principal broker that fails to return a license to the commission upon request shall be in violation of KRS 324.160(1)(r).

Section 2.   KRS 324.010 is amended to read as follows:

(1)
As used in this chapter, unless the context requires otherwise:

(a)
"Real estate brokerage" means a single, multiple, or continuing act of selling or offering for sale, buying or offering to buy, negotiating the purchase, sale, or exchange of real estate, engaging in property management, leasing or offering to lease, renting or offering for rent, or referring or offering to refer for the purpose of securing prospects, any real estate or the improvements thereon for others for a fee, commission, compensation, or other valuable consideration["Broker" means any person who for a fee, commission, compensation, or other valuable consideration sells or offers for sale, buys or offers to buy, deals in time shares or options, negotiates the purchase, sale, or exchange of real estate, engages in property management, leases or offers to lease, rents or offers for rent, or refers or offers to refer for the purpose of securing prospects, any real estate or the improvements thereon for others, but shall not apply to a person whose only compensation for negotiating the purchase, sale, or lease of an interest or interests in mineral rights consists of an interest in the rights that are the subject of the purchase, sale, or lease];

(b)
"Commission" means the Kentucky Real Estate Commission;

(c)
"Net listing" means a listing agreement that provides for a stipulated net price to the owner and the excess over the stipulated net price to be received by the licensee as the commission;

(d)
"Principal broker" means a person licensed as a broker under KRS 324.046[as defined in paragraph (a) of this subsection] who, in addition to performing acts of real estate brokerage or transactions comprehended by that definition, is the single broker responsible for the operation of the company with which he or she is associated[office or offices];

(e)
"Real estate" means real estate in its ordinary meaning and includes timeshares, options, leaseholds, and other interests less than leaseholds;

(f)
"Sales associate" means any person associated with a Kentucky-licensed principal broker who is licensed under KRS 324.046(2) and performs acts of real estate brokerage under the direction and control of the principal broker[for performing acts or transactions comprehended by the definition of "broker" as defined in paragraph (a) of this subsection and licensed under this chapter];

(g)
"Approved real estate school" means:

1.
A school that has been given a certificate of approval by the State Board for Proprietary Education and[in addition to a certificate of approval by] the Kentucky Real Estate Commission. The school shall also be currently in good standing with both the State Board for Proprietary Education and the commission; or

2.
A National Association of Realtors recognized program which has been reviewed by the Kentucky Real Estate Commission and deemed an approved real estate school;

(h)
"Accredited real estate school" means a college or university accredited by appropriately recognized educational associations or chartered and licensed in Kentucky that grants credits toward an associate degree or a baccalaureate degree to those students successfully completing a course in real estate;[ and]
(i)
"Property management" means the[ marketing, leasing, or] overall management of real property for others for a fee, commission, compensation, or other valuable consideration, and may include the marketing of property, the leasing of property, collecting rental payments on the property, payment of notes, mortgages, and other debts on the property, coordinating maintenance for the property, remitting funds and accounting statements to the owner, and other activities that the commission may determine by administrative regulation; and
(j)
"Broker" means any person who is licensed under KRS 324.046(1) and performs acts of real estate brokerage.

(2)
One act for a fee, commission, compensation, or other valuable consideration of buying or selling real estate of or for another; offering for another to buy, sell, or exchange real estate; leasing, renting, or offering to rent real estate; referring or offering to refer real estate for the purpose of securing prospects; or dealing in options or time sharing shall constitute the person performing, offering, or attempting to perform the act as a broker or sales associate.

Section 3.   KRS 324.020 is amended to read as follows:

(1)
It shall be unlawful for any person to act as a broker or real estate sales associate or to advertise or assume to act as a broker or sales associate within the Commonwealth of Kentucky, without a license issued by the Kentucky Real Estate Commission.

(2)
A licensee who is an owner or a builder-developer shall comply with the provisions of this chapter and the administrative regulations applying to real estate brokers and sales associates.

(3)
No broker shall split fees with or compensate any person who is not licensed to perform any of the acts regulated by this chapter, except that a broker may pay a commission to or split fees with a broker licensed outside of Kentucky who represents an out-of-state client.

(4)
No sales associate licensed in Kentucky shall supervise another licensed sales associate or manage an office, except by permission of the commission and when acting on the death of the principal broker.

(5)
The Kentucky Real Estate Commission may seek and obtain injunctive relief against any unlicensed individual acting in violation of this chapter by filing a civil action in the Circuit Court where the commission is located or where the unlawful activity took place.

Section 4.   KRS 324.045 is amended to read as follows:

(1)
Licenses shall be granted only to persons who are trustworthy and competent to transact the business of a broker or sales associate in a manner to safeguard the interest of the public, and only after satisfactory proof of qualifications has been presented to the commission.

(2)
In addition to proof of honesty, truthfulness, and good reputation of any applicant for a license, each applicant shall pass a written examination conducted by the commission, or its authorized representative. The examination shall be of the scope and wording sufficient in the judgment of the commission to establish the competency[ and trustworthiness] of the applicant to act as a broker or sales associate in a manner to protect the interests of the public. However, an[no] examination shall not be required for the renewal of any present or future license, unless the license has been revoked, suspended, or is allowed to expire without renewal for a period of more than one (1) year.

(3)
The commission shall hold examinations at the times and places it determines, and an examination fee shall be collected from each applicant to defray the expenses of holding the examinations.

Section 5.   KRS 324.046 is amended to read as follows:

(1)
Every applicant for initial licensure as a broker shall have successfully completed not less than twenty-one (21) academic credit hours or the equivalent with at least twelve (12) hours in real estate courses from an accredited or approved real estate school and shall have been engaged in the real estate business as a sales associate averaging at least twenty (20) hours per week for a period of twenty-four (24) months prior to application.

(2)
Every applicant for initial licensure as a sales associate shall have successfully completed six (6) academic credit hours or their equivalent in real estate courses from an accredited or approved real estate school.

(3)
Proof of the academic credit hours shall be an official transcript from the attended university and a sworn notarized affidavit signed by both the applicant and his or her principal broker or other documentation satisfactory to the commission. The applicant may file a complaint with the commission if the principal broker unjustly refuses to sign the affidavit.

(4)
The commission may reduce the two (2) year experience requirement for applicants for a broker's license to one (1) year, if the applicant has an associate degree in real estate or a baccalaureate degree with a major in real estate.

(5)
Persons[Any person] licensed under the real estate laws of this state prior to June 19, 1976:[,]

(a)
Who have continuously maintained an active license since that date shall not be subject to any educational changes in this chapter or subject to any continuing education requirements; and

(b)
Who have not continuously maintained an active license since that date may be exempted from continuing education requirements if the commission determines their qualifications merit such an exemption.

Section 6.   KRS 324.090 is amended to read as follows:

(1)
Licenses shall expire on the thirty-first day of March of each year. The commission shall renew[issue] a[ new] 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 fees required. A new license[No applicant for renewal] shall be mailed only if the licensee's name, address, status, or[change broker] affiliation changes[between March 1 through March 31].

(2)
A fine not to exceed two hundred dollars ($200) shall be assessed for failure to renew on time before a new license is issued. Failure to receive a renewal form shall not constitute an adequate excuse for failure to renew on time nor shall failure of the mail.

(3)
Any license not renewed at the end of the renewal year as prescribed by the commission shall automatically revert to expired status. The license may be reactivated before a lapse of one (1) year, if delinquent fees are paid by the licensee.

Section 7.   KRS 324.115 is amended to read as follows:

Every broker licensed under KRS 324.045 shall[ have and] maintain a definite place of business in this state, except a[. Provided, however, that if the] broker who is a nonresident shall[, it is] not be required[mandatory] to maintain an active place of business in this state if he or she maintains a business place[ is maintained] in the state of original licensure, unless this provision conflicts with the commission's agreement of reciprocity with the state of original licensure.

Section 8.   KRS 324.117 is amended to read as follows:

(1)
Real estate advertising shall not be false, misleading, or deceptive. All real estate advertising shall specify the names of the real estate company listed on the licensee's real estate license or the name of the principal broker and a designation indicating that the licensee[he] is engaged in the real estate business. The commission shall promulgate administrative regulations to define false, misleading, or deceptive advertising.

(2)
The name of a deceased broker may remain a part of the firm name.

(3)
No[ sales] associate[ or nonlicensed individual] may have his or her name in the firm name.

(4)
Any sales associate or broker affiliated with[under] a principal broker shall advertise in the[ firm] name of the real estate company listed on the associate's or broker's real estate license or the name of the principal broker, unless he or she is selling, renting, leasing, or otherwise dealing in his or her own property.

Section 9.   KRS 324.150 is amended to read as follows:

(1)
The commission or its staff may on its own initiative, and shall on the verified written complaint of any person, investigate the actions of any broker or sales associate or any person who assumes to act in such capacity, if the complaint, or complaint together with other evidence presented in connection with it, makes out a prima facie case. It may suspend or revoke any license for grounds stated in KRS 324.160.

(2)
To investigate allegations of practices violating the provisions of this chapter, the commission 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 10.   KRS 324.160 is amended to read as follows:

(1)
The commission may suspend or revoke any license or levy fines not to exceed five hundred dollars ($500), or both, and place any licensee on probation for a period of up to twelve (12) months or require successful completion of academic credit hours in real estate courses from an accredited or approved real estate school or issue a formal reprimand or order a licensee to pay restitution in an amount to be determined by the commission after a hearing, as a condition of continued licensure, for any of the following causes:

(a)
Obtaining a license through false or fraudulent representation;

(b)
Making any substantial misrepresentation or failing to disclose known defects which substantially affect the value of the property;

(c)
Making any false promises of a character likely to influence, persuade, or induce;

(d)
Pursuing a continued and flagrant course of misrepresentation or making false promises through agents or advertising or otherwise;

(e)
Acting for more than one (1) party in a transaction without the knowledge of all parties for whom the licensee acts;

1.
A real estate licensee shall not directly or indirectly buy property listed with him or her nor acquire an interest therein without making his or her true position clearly known in writing on the sales contract or offer to purchase;

2.
Before a real estate licensee buys, sells, or receives compensation for property in which the licensee owns an interest, the licensee shall disclose any interest in the property to all parties to the transaction;
(f)
Accepting valuable consideration for the performance of any of the acts specified in this chapter, from any person, except from his or her principal broker at the time the brokerage agreement[listing] was obtained. When acting as an agent in the management of property, a real estate licensee shall not accept any commission, rebate, or profit on expenditures made for a client without the full knowledge and consent of the client;

(g)
Representing or attempting to represent a broker other than a principal broker, without the express knowledge and consent of that principal broker;

(h)
Failing to account for or remit, within a reasonable time, any money belonging to others that comes into the licensee's[his] possession. When acting as a property manager, the licensee shall render an accounting and remit all moneys to his or her client strictly in accordance with the contract of employment;

(i)
Paying valuable consideration to any person for services performed in violation of this chapter;

(j)
Entering a plea of guilty or an "Alford" plea to, or having been found guilty of, or having been convicted of, a felony and the time for appeal has lapsed or the judgment or conviction has been affirmed on appeal, irrespective of an order granting probation following the conviction, suspending the imposition of sentence, or failing to report a felony conviction, or plea of guilty to a felony, or an "Alford" plea to a felony to the commission; or soliciting, selling, or offering for sale real property under a scheme or program that constitutes a lottery, contest, or deceptive practice, or offering prizes for the purpose of influencing a purchaser or prospective purchaser of real estate, or acting in the dual capacity of broker and undisclosed principal in the transaction;

(k)
Guaranteeing, authorizing, or permitting a person to guarantee that future profits shall result from a resale of real property;

(l)
Negotiating or attempting to negotiate the sale, exchange, lease, or rental of real property, or attempting to obtain a brokerage agreement with an owner or lessor knowing that the owner or lessor had a written outstanding contract granting exclusive agency in connection with the property to another real estate broker;

(m)
Publishing or circulating an unjustified or unwarranted threat of legal proceedings or other action;

(n)
Failing or refusing on demand to furnish copies of a document pertaining to a transaction dealing with real estate to a person whose signature is affixed to the document;

(o)
Failing, within a reasonable time, to provide information requested by the commission as a result of a formal or informal complaint to the commission which may indicate a violation of this chapter;

(p)
Paying valuable consideration to any person for the name of potential sellers or buyers, except as otherwise provided in KRS 324.020(3);

(q)
Violating any of the provisions in this chapter or any lawful order, rule, or administrative regulation made or issued under the provisions of this chapter;

(r)
Any other conduct that constitutes improper, fraudulent, or dishonest dealing; or

(s)
Gross negligence.

(2)
Any conduct constituting an act of discrimination regarding a person's race, color, creed, sex, or national origin, including use of scare tactics or blockbusting, shall be considered improper conduct as referred to in subsection (1)(r) of this section.

(3)
No unlawful act or violation of any provision of this chapter by any affiliated licensee[associate] of the principal broker shall[may] be cause for holding the principal broker primarily liable, unless the broker has knowledge of the unlawful violation and did not prevent it. The principal broker and his or her designated manager, if any, shall exercise adequate supervision over the activities of licensed affiliates and all company employees to ensure that violations of this chapter do not occur. A principal broker's failure to exercise adequate supervision of the licensed affiliates shall constitute a violation of this chapter.[ The commission through means of a formal hearing may fine, suspend, or revoke the license of the principal broker for failing to exercise adequate supervision over the activities of licensed affiliates.]
(4)
The practice of obtaining, negotiating, or attempting to negotiate "net listings" shall be considered improper dealing.

Section 11.   KRS 324.410 is amended to read as follows:

The purposes of the real estate education, research, and recovery fund shall be as follows:

(1)
If a licensee, acting in the capacity of a licensee, has been duly found guilty of fraud in the violation of one (1) or more of the provisions of KRS 324.160, and upon the conclusion of a final order entered by the commission, or by the courts, if appealed, the commission may pay to the aggrieved person or persons an aggregate amount not to exceed twenty thousand dollars ($20,000) per claimant with combined payments to all claimants against any one (1) licensee not to exceed fifty thousand dollars ($50,000), if the licensee has refused to pay the claim within a period of twenty (20) days of entry of a final order and if the amount or amounts of money in question are certain and liquidated.

(2)
The commission shall maintain a minimum level of four hundred thousand dollars ($400,000) for recovery and guaranty purposes. These funds may be invested and reinvested in the same manner as funds of the state employees' retirement system and the interest from the investments shall be deposited to the credit of the real estate education, research, and recovery fund. Sufficient liquidity shall be maintained so that there shall be money available to satisfy any and all claims which may be processed through the commission through the means of formal administrative hearing as outlined in this chapter.

(3)
The commission, in its discretion, may use any and all funds in excess of the four hundred thousand dollars ($400,000) level, regardless of whether it is from the real estate education, research, and recovery fund fees or accrued interest thereon, for the following purposes:

(a)
To carry out the advancement of education and research in the field of real estate for the benefit of those licensed under the provisions of this chapter and the improvement and making more efficient the real estate industry;

(b)
To underwrite educational seminars, caravans, and other forms of educational projects for the use and benefit generally of real estate licensees;

(c)
To establish a real estate chair or courses at Kentucky state institutions of higher learning for the purpose of making the courses available to licensees and the general public who may seek them on a college or university level;

(d)
To contract for a particular research project in the field of real estate for the Commonwealth of Kentucky;

(e)
To sponsor, contract for, and to underwrite other educational and research projects of a similar nature having to do with the advancement of the real estate field in Kentucky; and

(f)
To receive recommendations and to cooperate and work with the Kentucky Association of Realtors and other real estate groups for the enlightenment and advancement of the real estate licensees of Kentucky.

(4)
Within sixty (60) days after the end of each fiscal year, the commission shall mail to each licensee a statement of income and expenses of the real estate education, research, and recovery fund, the details of which have been approved by the secretary of the Finance and Administration Cabinet.
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