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AN ACT relating to insurance premium finance companies.

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

SECTION 1.   A NEW SECTION OF SUBTITLE 30 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
An insurance premium finance company shall not sell, assign, or otherwise transfer its license to act as a premium finance company in this state.

(2)
An insurance premium finance company shall not sell, assign, or otherwise transfer a premium finance agreement unless the assignee, buyer, or transferee:

(a)
Is licensed to engage in the business of financing insurance premiums in this state;

(b)
Is exempt from the requirement to obtain a license to engage in the business of financing insurance premiums in this state under KRS 304.30-010; or

(c)
Does not, as a result of the sale, assignment, or transfer, assume the following responsibilities from the insurance premium finance company:

1.
Servicing the premium finance agreement in accordance with the provisions of this subtitle; and

2.
Collecting all payments due under the provisions of the premium finance agreement.
SECTION 2.   A NEW SECTION OF SUBTITLE 30 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

If an insurer receives written notice from an insurance agent or premium finance company, within fifteen (15) business days after receipt of the initial down payment for the coverage being financed, that the initial down payment has been dishonored by a financial institution, there shall be no valid insurance contract or contracts and the policy shall be void.
Section 3.   KRS 304.30-080 is amended to read as follows:

(1)
A premium finance agreement shall:

(a)
Be dated and[,] signed by the premium finance applicant[or on behalf of the insured, and the printed portion thereof shall be in at least eight-point type];

(b)
Be readable and intelligible, and the printed portion thereof shall be in at least eight-point, uncompressed type;
(c)
Contain the name and place of business of the insurance agent negotiating the related insurance contract, the name and residence or the place of business of the premium finance company to which payments are to be made, a description of the insurance contracts involved and the amount of the premium therefor; and

(d)[(c)]
Set forth the following items where applicable:

1.
The total amount of the premium,

2.
The amount of the down payment,

3.
The principal balance (the difference between items 1. and 2.),

4.
The amount of the service charge,

5.
The balance payable by the insured (sum of items 3. and 4.), and

6.
The number of installments required, the amount of each installment expressed in dollars, and the due date or period thereof.

(2)
The items set out in paragraph (d)[(c)] of subsection (1) of this section need not be stated in the sequence or order in which they appear, and additional items may be included to explain the computations made in determining the amount to be paid by the insured.

(3)
A premium finance company may include, in the premium finance agreement, a security interest in the unearned premium due on the insurance policy in the event of a cancellation of the insurance policy. No security interest in loss payments or other insurance policy proceeds shall be permitted, except a security interest in loss payments on the insurance policy that reduce or eliminate the unearned premium.
Section 4.   KRS 304.30-090 is amended to read as follows:

(1)
A premium finance company shall not charge, contract for, receive, or collect a service charge other than as permitted by the subtitle.

(2)
The service charge is to be computed on the balance of the premiums due (after subtracting the down payment made by the insured in accordance with the premium finance agreement) from the effective date of the insurance coverage, for which the premiums are being advanced, to and including the date when the final installment of the premium finance agreement is payable. Except in the event of a default by the insured on the premium finance agreement, a premium finance company shall not charge or permit interest to accrue beyond the scheduled final installment due date.
(3)
The service charge shall be a maximum of twelve dollars ($12) per one hundred dollars ($100) per year plus an additional charge of fifteen dollars ($15) per premium finance contract which need not be refunded upon cancellation or prepayment.

Section 5.   KRS 304.30-110 is amended to read as follows:

(1)
When a premium finance agreement contains a power of attorney enabling the premium finance company to cancel any insurance contract or contracts listed in the agreement, the insurance contract or contracts shall not be canceled by the premium finance company unless such cancellation is effectuated in a timely manner and in accordance with this section.

(2)
Not less than ten (10) days' written notice shall be mailed to the insured of the intent of the premium finance company to cancel the insurance contract unless the default is cured within such ten (10) day period.

(3)
After expiration of such ten (10) day period, the premium finance company may thereafter request in the name of the insured, cancellation of such insurance contract or contracts by mailing to the insurer a notice of cancellation, and the insurance contract shall be canceled as if such notice of cancellation had been submitted by the insured himself, but without requiring the return of the insurance contract or contracts. The premium finance company shall also mail a notice of cancellation to the insured at his last known address.

(4)
All statutory, regulatory, and contractual restrictions providing that the insurance contract may not be canceled unless notice is given to a governmental agency, mortgagee, or other third party shall apply where cancellation is effected under the provisions of this section. The insurer shall give the prescribed notice in behalf of itself or the insured to any governmental agency, mortgagee, or other third party on or before the second business day after the day it receives the notice of cancellation from the premium finance company and shall determine the effective date of cancellation taking into consideration the number of days' notice required to complete the cancellation.

(5)
Whenever an insurance contract is canceled in accordance with this section, the insurer shall return, in a timely manner, whatever gross unearned premiums are due under the insurance contract to the premium finance company effecting the cancellation for the account of the insured or insureds.

(6)
In the event that the crediting of return premiums to the account of the insured results in a surplus over the amount due from the insured, the premium finance company shall refund such excess to the insured provided that no such refund shall be required if it amounts to less than one dollar ($1).
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