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AN ACT relating to property insurance.

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

SECTION 1.   A NEW SECTION OF SUBTITLE 20 OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section:

(a)
"Sinkhole":

1.
Means a landform created by a sudden settlement or collapse of earth supporting the property if the settlement or collapse resulted from movement or raveling of soils, sediments, or rock materials into subterranean voids created by the action of water on limestone or similar rock formations; but

2.
Does not mean an earthquake, landslide, water seepage, volcanic eruption, collapse of storm and sewer drains, or a collapse due to mine subsidence as defined in KRS 304.44-010; and

(b)
"Sinkhole loss":

1.
Means actual physical damage to a covered building or property within, arising out of or caused by a sudden settlement or collapse of the earth supporting the building if the sudden settlement or collapse resulted directly from subterranean voids created by the action of water on limestone or similar rock formation; but

2.
Does not mean damage consisting merely of the settling or cracking of a foundation, structure, or building.

(2)
Every insurer offering property insurance in this state shall make available coverage for insurable sinkhole losses on any covered structure, including contents contained therein and additional living expenses, to the extent provided in the policy to which the sinkhole coverage applies.

(3)
An insurer may:

(a)
Conduct an inspection of the property before issuance of coverage for sinkhole loss;

(b)
Refuse to provide coverage for sinkhole loss:

1.
On a structure evidencing unrepaired sinkhole loss damage until necessary repairs are made; or

2.
If the insurer has declined, nonrenewed, or canceled all coverage under a policy for underwriting reasons unrelated to sinkhole loss; and

(c)
Charge an additional premium for coverage for sinkhole loss.

(4)
An applicant or insured may waive, in writing, coverage for sinkhole loss.

(5)
The commissioner may promulgate administrative regulations to administer this section.

Section 2.   This Act takes effect on January 1, 2015.
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