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AN ACT relating to the mortgage loan business.

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

Section 1.   KRS 294.010 is amended to read as follows:

Unless the context otherwise requires:

(1)
"Affiliate" means any person who directly or indirectly through one (1) or more intermediaries, controls, or is controlled by, or is under common control with another person;

(2)
"Department" means the Department of Financial Institutions;

(3)
"Commissioner" means the commissioner of financial institutions;

(4)
"Mortgage loan" means any loan secured by a mortgage on residential real property or any loan secured by collateral which has a mortgage lien interest in residential real property;

(5)
"Residential real property" means any single family residence or multiple dwelling structure containing four (4) or less single dwelling units for four (4) or less family units, living independently of each other, or any single family condominium unit;

(6)
"Person" means an individual, a corporation, a partnership, an association, a joint-stock company, a trust where the interest of the beneficiaries is evidenced by a security, an unincorporated organization, a government, a political subdivision of a government, or any other group however organized;

(7)
"Mortgage loan company" means any person who directly or indirectly:

(a)
Holds himself out as being able to make or purchase loans secured by mortgages on residential real property;

(b)
Holds himself out as being able to service loans secured by mortgages on residential real property; and

(c)
Holds himself out as being able to buy or sell notes secured by mortgages on residential real property;

(8)
"Mortgage loan broker" means any person who for compensation or gain, or in the expectation of compensation or gain, directly or indirectly:

(a)
Holds himself out as being able to serve as an agent for any person in an attempt to obtain a loan which will be secured by a mortgage on residential real property; or[and]
(b)
Holds himself out as being able to serve as an agent for any person who has money to loan, which loan is or will be secured by a mortgage on residential real property.

Section 2.   KRS 294.020 is amended to read as follows:

(1)
The following shall be exempt from this chapter:

(a)
Any person doing business under the laws of this state or any other state or the United States relating to banks, bank holding companies, trust companies, credit unions, savings and loan associations, service corporation subsidiaries of savings and loan associations, consumer finance companies, industrial loan companies, insurance companies, or real estate investment trusts as defined in 26 U.S.C. sec. 856 and the affiliates of such companies,[ mortgage loan companies regulated by the Department of Housing and Urban Development,] or an institution of the farm credit system organized under the Farm Credit Act of 1971 as amended;

(b)
An attorney-at-law licensed to practice law in Kentucky who is not principally engaged in the business of negotiating mortgage loans, when the person renders services in the course of his practice as an attorney-at-law;

(c)
Any person doing any act under order of any court;

(d)[
Any natural person making a mortgage loan with his own funds for his own investment without intent to resell the mortgage loan;

(e)
Any person doing business under the laws of this state or the United States relating to any broker-dealer, agent, or investment adviser duly registered with the Department of Financial Institutions;

(f)]
The United States of America, the Commonwealth of Kentucky, or any other state, and any Kentucky city, county, or other political subdivision, and any agency, division, or corporate instrumentality of any of the foregoing;

(e)[(g)]
The Federal National Mortgage Association (FNMA), the Federal Home Loan Mortgage Corporation (FHLMC), and the Government National Mortgage Association (GNMA)[;

(h)
Any person licensed in this state as a real estate broker or real estate sales associate, not actively engaged in the business of negotiating loans secured by real property, when the person renders services in the course of his practice as a real estate broker or real estate associate;

(i)
Any person making less than five (5) mortgage loans per year].

(2)
The following shall be exempt from all the provisions of KRS Chapter 294 except that they shall be subject to the examination or investigation provisions of subsections (4), (5), and (6) of Section 14 of this Act, KRS 294.180, and KRS 294.190 if it appears on grounds satisfactory to the commissioner, on written complaint, that an examination or investigation is necessary, and they shall be subject to the prohibited acts provisions of Section 15 of this Act:
(a)
Mortgage loan companies or mortgage loan brokers regulated by the Department of Housing and Urban Development;

(b)
Any natural person making a mortgage loan with his or her own funds for the person's own investment without intent to resell the mortgage loan;

(c)
Any person doing business under the laws of this state or the United States relating to any broker-dealer, agent, or investment adviser duly registered with the Department of Financial Institutions;

(d)
Any person licensed in this state as a real estate broker or real estate sales associate, not actively engaged in the business of negotiating loans secured by real property, when the person renders the services in the course of his or her practice as a real estate broker or real estate associate; and

(e)
Any person making less than five (5) mortgage loans per year. 
(3)
Any person relying upon an exemption under subsection (2)(c) or (d)[(1)] of this section shall file with the commissioner a claim of exemption. The commissioner shall thereafter determine the availability of the claimed exemption and he shall not disallow an exemption that is validly claimed.

Section 3.   KRS 294.032 is amended to read as follows:

(1)
A license as a mortgage loan company or a mortgage loan broker may be obtained by filing a written application with the commissioner.

(2)
The application shall:

(a)
Be sworn to[verified];

(b)
State the name of the applicant and each of the applicant's affiliates engaged in business as a mortgage loan company or a mortgage loan broker;

(c)
State the name under which the applicant will conduct business in Kentucky;

(d)
State the location of the applicant's principal office and branch offices in Kentucky;

(e)
List the name, residence, and business address of each person having an interest in the business as principal, partner, officer, trustee and director, specifying the capacity and title of each;

(f)
Indicate the general plan and character of the business;

(g)
Contain a corporate surety bond or other instrument as prescribed by KRS 294.060;

(h)
If applying for a mortgage loan broker license, contain a compiled financial statement of the applicant; or, if applying for a mortgage loan company license, contain a reviewed or audited financial statement of the applicant prepared by a licensed or certified public accountant[Contain a verified financial statement of the applicant prepared by a certified public accountant or by a public accountant registered in this state];

(i)
Require payment of the appropriate registration fees; and

(j)
Require such other information as the commissioner determines necessary.

(3)
No mortgage loan company license may be granted unless the applicant has and maintains, so long as the license is in effect, a minimum, documented funding source of five hundred thousand dollars ($500,000). If a mortgage loan company has a net worth in excess of five hundred thousand dollars ($500,000), an additional funding source is not required[broker's license may be granted to a person unless he is a bona fide resident of this state for a period of at least six (6) months immediately preceding the date of licensing].

(4)[
No mortgage loan broker's license may be granted unless the applicant has and maintains a principal place of business in this state for the transaction of business.

(5)]
If a licensee is a person other than a natural person, the license issued to it shall entitle all officers and employees of the person, if a corporation, and all members, partners, trustees, and employees, if an association, partnership, or trust, to engage in the mortgage loan business licensed pursuant to this chapter.

(5)
If a licensee desires to establish a branch office in Kentucky not already approved, the licensee shall file a registration statement with the commissioner that includes the address and telephone number of the branch office, the name of the prospective manager, the anticipated opening date, and any other information prescribed by the commissioner.

(6)
All applicants for a mortgage loan broker license shall have successfully completed an educational training course, approved by the department, of not less than thirty (30) hours' duration. Mortgage loan brokers who have held a license for at least one (1) year shall be exempt from this requirement. This section shall not become effective until the department has approved at least one (1) educational training course. This section shall not apply to renewals of existing licenses.
Section 4.   KRS 294.034 is amended to read as follows:

(1)
An applicant for a license under this chapter shall provide the commissioner with separate checks payable to the Kentucky State Treasurer for:

(a)
An investigation fee of three[one] hundred[ and fifty] dollars ($300)[($150)] for the principal office and one hundred fifty[forty] dollars ($150)[($40)] for each branch office; and

(b)
A license fee of four[three] hundred fifty dollars ($450)[($300)] for the principal office and two hundred fifty dollars ($250)[($200)] for each branch in Kentucky if the applicant applies for a license on or between July 1 and December 31 or of one hundred fifty dollars ($150) for the principal office and one hundred dollars ($100) for each branch if the applicant applies for a license on or between January 1 and June 30.

(2)
A license under this chapter shall expire June 30 next after the date of issuance if it is not renewed.

(3)
A license may be renewed by paying the annual fee for renewing a license which is three hundred fifty dollars ($350)[($300)] for the main office and two hundred fifty dollars ($250)[($200)] for each branch office in Kentucky, and submitting an annual report of activity as prescribed by the commissioner, and any[financial statement, and submitting] other information required by the commissioner.

(4)
The information and payment shall be received by the commissioner on or before June 20 prior to[July 15 following] the June 30 expiration date.[ If the information and payment are not received by July 15, the license shall be cancelled.] The commissioner may reinstate the license if the licensee pays the filing fee and a reinstatement fee of one hundred dollars ($100).

(5)
The department shall provide a licensee with a duplicate copy of any license upon a satisfactory showing of its loss and payment of a ten dollar ($10) replacement fee.

Section 5.   KRS 294.036 is amended to read as follows:

(1)
Each license issued under this chapter shall state the address or addresses at which business is to be conducted, the name of the licensee, and the date and place of its incorporation, if applicable.

(2)
A licensee shall post a copy of such license in a conspicuous place in the office to which it pertains.

(3)
A license may not be transferred or assigned without the prior written approval of the commissioner.

(4)
No licensee shall transact the business provided for by this chapter under any other name or maintain an office at any location other than that designated in the license.

(5)
Every licensed mortgage loan company or mortgage loan broker shall notify the commissioner, in writing, within ten (10) days of the closing of any licensed office or registered Kentucky branch.

Section 6.   KRS 294.060 is amended to read as follows:

(1)
Except as otherwise provided in this section, at the time of filing an application for registration as a mortgage loan company or mortgage loan broker, the applicant shall post corporate surety bonds in an amount[ that the commissioner determines by administrative regulation to be necessary and appropriate under the circumstances but] not less than one hundred thousand dollars ($100,000)[twenty-five thousand dollars ($25,000)] for mortgage loan companies and not less than fifty thousand dollars ($50,000)[twenty-five thousand dollars ($25,000)] for mortgage loan brokers. Every bond shall provide for suit thereon by any person who has a cause of action under this chapter. The total liability of the surety, to all persons, cumulative or otherwise, shall not exceed the amount specified in the bond. Every bond shall provide that no suit shall be maintained to enforce any liability on the bond unless brought within three (3) years after the act upon which it is based.

(2)
In lieu of posting corporate surety bonds, the applicant may:

(a)
Deposit with the commissioner an irrevocable letter of credit for an amount equal to the required bond upon which the applicant is the obligor, issued by a bank approved by the commissioner, whose deposits are insured by the Federal Deposit Insurance Corporation;

(b)
Establish an account payable to the commissioner in a federally insured financial institution in this state and deposit money of the United States in an amount equal to the amount of the required bond; or

(c)
Deposit with the commissioner an escrow agreement for a savings certificate of a federally insured financial institution in this state for an amount payable which is equal to the amount of the required bond and which is not available for withdrawal except by direct order of the commissioner. Interest earned on the certificate accrues to the applicant.

(3)
If the commissioner or the commissioner's representative shall at any time reasonably determine that the bond or securities aforesaid are insecure, deficient in amount, or exhausted in whole or part, he may by written order require the filing of a new or supplemental bond or the deposit of new or additional securities in order to secure compliance with this chapter, the order to be complied with within thirty (30) days following service thereof upon the registrant.

Section 7.   KRS 294.070 is amended to read as follows:

(1)
The use of the words "certified" or "licensed" or any form thereof separately or in any combination thereof with other words or syllables, is prohibited as part of the name of a mortgage loan company or a mortgage loan broker. No license of a proposed mortgage loan company or a mortgage loan broker having the same name as a corporation authorized to do business under the laws of this state or a name so nearly resembling it as to be calculated to deceive shall be issued by the commissioner.

(2)
No person, unless lawfully authorized to do business in this state under the provisions of this chapter, and actually engaged in carrying on a mortgage loan or loan broker business, shall do business under any name or title which contains the terms "mortgage company," "mortgage loan company," "mortgage loan broker," "loan broker," "financial broker," or any combination employing the words "mortgage," "loan," or "broker," with one (1) or more of the words "association," "institution," "society," "company," "corporation," or words of similar import, or use any name or represent in any manner which indicates or reasonably implies that his or its business is that of a mortgage loan company or mortgage loan broker as defined by KRS 294.010.

(3)
A mortgage loan company or mortgage loan broker required to have a license under this chapter shall not use the words "bank," "trust," "national," or "federal," or any form thereof separately or in combination thereof with other words or syllables as a part of its name or to otherwise identify itself.
Section 8.   KRS 294.075 is amended to read as follows:

(1)
As used in this section, "change of control" means:

(a)
A transfer of voting stock which results in giving a person, directly or indirectly, the power to direct the management and policy of a mortgage loan company or mortgage loan broker; or

(b)
A transfer of at least ten percent (10%) of the outstanding voting stock of a mortgage loan company or a mortgage loan broker.

[(2)
The commissioner must approve]A transfer of voting stock of a mortgage loan company or mortgage loan broker which constitutes a change of control shall be approved in writing by the commissioner, prior to the transfer.

(3)
The owner, president, chief executive officer or a partner shall apply to the commissioner for approval of a transfer of voting stock in his mortgage loan company or mortgage loan broker which constitutes a change of control. The application must contain information which shows that the requirements of this chapter for obtaining a license will be satisfied after the change of control.

Section 9.   KRS 294.090 is amended to read as follows:

The commissioner may deny, suspend, or revoke any license when the applicant or licensee:

(1)
Does not meet or has failed to comply with the requirements of this chapter;

(2)
Is unfit through lack of financial responsibility or experience to conduct the business of a mortgage loan company or mortgage loan broker, as the case may be;

(3)
Does not conduct his business in accordance with law or the method of business includes or would include activities which are illegal where performed, or has willfully violated any provision of this chapter or any regulation hereunder;

(4)
Collects interest at a usurious rate;

(5)
Is in such financial condition that he cannot continue in business with safety to his customers;

(6)
Has been guilty of fraud in connection with any transaction governed by this chapter, or is the subject of an administrative cease and desist order or similar order, or a permanent or temporary injunction of any court of competent jurisdiction entered under any other federal or state act applicable to the registrant; but the commissioner may not institute a proceeding under this subsection more than one (1) year from the date of the order or injunction relied on, and he may not enter an order under this subsection on the basis of an injunction entered under any other state act unless that order or injunction was based on facts which would currently constitute a ground for an order under this section;

(7)
Has made any misrepresentations or false statements to, or concealed any essential or material fact from, any person in the course of acting as a mortgage loan company or mortgage loan broker, or has engaged in a course of business which has worked or tended to work a fraud upon any person or would so operate;

(8)
Has knowingly made or caused to be made to the commissioner any false representation of material fact or has suppressed or withheld from the commissioner any information which the applicant or licensee possesses, and which if submitted by him would have rendered the applicant or licensee ineligible to be licensed under this chapter;

(9)
Has failed to account to persons interest for all funds received for the escrow account required under KRS 294.130;

(10)
Has refused to permit an examination by the commissioner of his books and affairs or has refused or failed, within a reasonable time, to furnish any information or make any report that may be required by the commissioner under the provisions of this chapter;

(11)
Has been convicted of any misdemeanor of which an essential element is fraud, or any felony, or has pending against him any felony charge; or

(12)
Has had any license related to the financial services industry denied, suspended, or revoked under the laws of this state or any other state or the United States.

Section 10.   KRS 294.100 is amended to read as follows:

(1)
No mortgage loan company or mortgage loan broker may establish or maintain a branch office in Kentucky without filing the registration statement as described in subsection (5) of Section 3 of this Act and the receipt of prior written approval of the commissioner.

(2)
Each registration statement[application] for approval of the establishment and maintenance of a branch office shall state the proposed location, the functions to be performed, and other information which the commissioner may require if different from that contained in the original application for a license[registration].

(3)
Each registration statement[application] under this section shall be sworn to[verified] and accompanied by the appropriate fee as set out in KRS 294.034(1)(b).

(4)
Upon the receipt by the commissioner of a registration statement[an application] and the required fee, if he finds that the applicant is otherwise in compliance with the provisions of this chapter, he shall approve the registration statement[application].

Section 11.   KRS 294.110 is amended to read as follows:

(1)
Mortgage loan companies are prohibited from making loans and mortgage loan brokers are prohibited from brokering loans at a rate or rates in excess of those provided by KRS 360.010 and 360.025 or other applicable usury statutes.

(2)[
Every loan shall be evidenced by a note for the amount of the loan. Every note evidencing a loan under this subsection shall contain the following information and provisions: The original principal amount of the loan, excluding any charge for the loan; a statement of the total charge for the loan; the terms of repayment, including the amount and date of installments and penalty or charge for late payment; the date of final maturity; and may contain all other terms of the loan contract. The borrower shall be given a copy of the note, at the time the loan is made and shall thereafter be given a receipt for each cash payment.

(3)]
Every real estate loan shall be secured by a mortgage or other instrument constituting a lien upon the real estate securing the loan, according to any lawful or well-recognized practice which is best suited to the transaction. Any such instrument, constituting a lien, is herein termed a "mortgage." All such mortgages shall be recorded in accordance with the law of this Commonwealth.

(3)[(4)]
Delinquency charges may be made for each installment more than ten (10) days in arrears, and only one (1) delinquency charge shall be made on any one (1) installment. No delinquency charge shall be made unless disclosed as required under subsection (2) of this section. In addition to such delinquency charges, attorneys' fees not exceeding fifteen percent (15%) of the unpaid balance shall be taxed as costs and court costs may be collected, provided that the note is referred to an attorney not a salaried employee of the holder for collection.

(4)[(5)]
Any charges to be assessed against the borrower, in the event a loan is paid prior to maturity shall be prominently displayed and made part of the note and the loan closing statement regarding the method of computation of any rebate. No prepayment penalty shall be assessed against the borrower following the fifth anniversary date of the mortgage. No prepayment penalty shall exceed five percent (5%) of the outstanding balance of the loan.
Section 12.   KRS 294.120 is amended to read as follows:

(1)
Every mortgage loan company may require borrowers to pay all necessary and reasonable expenses incurred in connection with the making, closing, disbursing, extending, readjusting, or renewing of loans. Without limiting the generality of the foregoing, such expenses may include appraisal, attorneys' fees, abstract, recording and registration fees, title examination, title insurance, mortgage insurance, credit report, survey, drawing of papers, origination fees, loan closing costs, and taxes or charges imposed upon or in connection with the making and reporting of any mortgage.

(2)
Every mortgage loan company also may require the borrowers to pay the cost of all other necessary and incidental services rendered by the mortgage loan company or by others in connection with loans in reasonable amounts. Without limiting the generality of the foregoing, such costs may include the cost of services of inspectors, engineers, and architects.

(3)
Such initial charges as described in subsections (1) and (2) of this section may be collected by the mortgage loan company from the borrower and paid to any person rendering such services, or paid directly by the borrower.

(4)
In lieu of such initial charges to cover such expenses and costs as described in subsections (1) and (2) of this section, a mortgage loan company may make a reasonable charge, part or all of which may be retained by the mortgage loan company which renders such service, or part or all of which may be paid to others who render such services.

(5)
The fees and charges authorized by this section shall be in addition to interest authorized by law, and shall not be deemed to be a part of the interest collected or agreed to be paid on such loans within the meaning of any law of this Commonwealth which limits the rate of interest which may be exacted in any transaction.

(6)
No person shall receive any fee or other compensation of any kind in connection with procuring any loan, except for services actually rendered as above provided, and in no event shall a mortgage loan company or mortgage loan broker require the payment of a fee greater than one hundred dollars ($100) as a condition to submitting a loan application unless the commissioner shall otherwise prescribe by rule.

(7)[
Upon receipt of a loan application, the mortgage loan company shall provide the applicant with a written explanation of the nature of all fees, expenses and other costs allowable under subsections (1) and (2) of this section which, whether certain or uncertain, may be incurred or required of the borrower in connection with the approval, making, closing and disbursement of the loan.

(8)
The mortgage loan company shall furnish a loan settlement statement to each borrower upon request one (1) business day prior to the settlement date in a form consistent with the provisions of the Real Estate Settlement Procedures Act of 1974 and any amendments thereto, and in all other regards the mortgage loan company shall make the necessary and appropriate disclosures consistent with the provisions of that act and any amendments thereto. A copy of the loan settlement statement and any other disclosure documents shall be retained in the records of the mortgage loan company.

(9)]
All "letters of commitment," or any other contracts or agreements between prospective borrowers and a mortgage loan company or a loan broker, where the borrowers employ services, for a fee or commission, to obtain a loan commitment or funding from a lending institution shall indicate the terms and conditions thereof, including a full and detailed description of the services the broker or company undertakes to perform, a specific statement of the circumstances in which the broker or company will be entitled to obtain or retain consideration and the period that such agreement shall remain in effect.

(8)[(10)]
Failure on the part of any party, with the exception of the borrower, to fulfill the terms of any loan commitment, letter of commitment, agreement or contract for the loan of money within the time and on such terms specified therein, or the failure to make a bona fide effort to secure a loan after receiving a fee for such service, shall constitute default by the mortgage loan company and any other person so in default; and any person damaged by such default may sue at law or equity for damages, reasonable attorneys' fees and interest at the legal rate of interest under KRS 360.010. Every cause of action for damages under this subsection survives the death of any person who might have been a plaintiff or defendant. No person may sue under this subsection more than five (5) years after any act constituting default.

[(11)
The failure to disclose a dual agency capacity or effecting transactions upon terms and conditions other than those stated in the letter of commitment, loan commitment or any other contract for the loan of money, or entering into an agreement which establishes unfair terms and conditions or compensation, as the commissioner shall define by rule; or any contract of loan in the making or collection of which any act shall have been done which constitutes a willful violation of any provision of this section or of KRS 294.110 shall be void, and the mortgage loan company or the lender, if not the mortgage loan company, shall have no right to collect, receive or retain any interest or charges whatsoever on such loan, but the unpaid principal of the loan shall be paid in full.]

Section 13.   KRS 294.160 is amended to read as follows:

Every mortgage loan company and mortgage loan broker shall make and keep such accounts, correspondence, memoranda, papers, books, data and other records as the commissioner prescribes, or that are required by federal law.[All records so required shall be preserved for three (3) years from the date of collection of the last installment payment due under each agreement unless the commissioner by rule prescribes otherwise for particular types of records.] Every mortgage loan company and mortgage loan broker shall file such financial reports as the commissioner by regulation prescribes. If the information contained in any document filed with the commissioner is or becomes inaccurate or incomplete in any material respect, the licensee shall promptly file a correcting amendment.

Section 14.   KRS 294.170 is amended to read as follows:

(1)
Every mortgage loan company and mortgage loan broker shall keep at its principal office correct and complete books of accounts and minutes of proceedings of its directors, principals, or partners. Complete records of all business transactions at the principal office shall be maintained at the principal office. Each branch office shall keep detailed records of all transactions at such branch office and shall furnish full control records to the principal office.

(2)
No mortgage loan company or mortgage loan broker by any system of accounting or any device of bookkeeping shall, either directly or indirectly, enter any of its assets upon its books in the name of any person, partnership, association, or corporation, or under any title, designation or value that is not thoroughly descriptive of any assets.

(3)
The affairs of every mortgage loan company and mortgage loan broker and the records required to be maintained by KRS 294.160 are subject at any time or from time to time to such periodic, special, or other examinations by the commissioner or an examiner of the commissioner within or without this state and with or without notice to the mortgage loan company and mortgage loan broker, as the commissioner deems necessary or appropriate in the public interest. All books, papers, and records of assets of the mortgage loan company shall be subject to his inspection.

(4)
The examiner shall make a thorough examination into the condition, workings and affairs of the association and report any violation of law or any unauthorized unsafe practices or any failure to keep and have correct any required books and records as he may find to the commissioner.

(5)
A mortgage loan company or mortgage loan broker shall pay a fee for each such examination based on fair compensation for time and actual expense. For the purpose of avoiding unnecessary duplication of examinations, the commissioner, insofar as he deems it practicable in administering this section, may cooperate with any agency of the state or federal government, other states, or the federal National Mortgage Association, Government National Mortgage Association, and Federal Home Loan Mortgage Corporation, and may accept such examinations in whole or in part in lieu of an examination by the commissioner.

(6)
The commissioner or his examiners or designated representative shall have access to all books and papers of a mortgage loan company and mortgage loan broker which relate to their business, and books and papers kept by any officers, agents, or employees, relating to or upon which any record of its business is kept.

Section 15.   KRS 294.220 is amended to read as follows:

(1)
It shall be unlawful for any person to make or cause to be made, in any document filed with the commissioner or in any proceeding under this chapter, any statement which is, at the time and in light of the circumstances under which it is made, false or misleading in any material respect.

(2)
It shall be unlawful for any mortgage loan company or mortgage loan broker, in connection with the operation of a mortgage loan business or the management or servicing of mortgage contracts, directly or indirectly:

(a)
To employ a device, scheme, or artifice to defraud;

(b)
To engage in any act, practice, or course of business which operates or would operate as a fraud or deceit upon any person;

(c)
To fail to disburse funds in accordance with a loan commitment;

(d)
To delay closing of any mortgage loan for the purpose of increasing interest, costs, fees, or charges payable by the borrower;
(e)
Upon receipt of a customer's written request, to delay beyond two (2) business days the issuance of a written loan payoff amount or to delay beyond ten (10) business days the issuance of a payment history.

(3)
Unless exempted by KRS 294.020, it shall be unlawful for any person to transact any mortgage loan business in this state unless it:

(a)
Qualifies to do business in Kentucky as required by KRS Chapter 271B; and

(b)
Complies with the provisions of this chapter.

SECTION 16.   A NEW SECTION OF KRS CHAPTER 294 IS CREATED TO READ AS FOLLOWS:

(1)
Reports of examination, and correspondence that relates to the report of examination, of a mortgage loan company or mortgage loan broker shall be considered confidential information. No officer or director of a mortgage loan company or mortgage loan broker, employee of the department, or employee of a state or federal regulatory authority shall release any information contained in the examination, except when:

(a)
Required in a proper legal proceeding in which a subpoena and protective order insuring confidentiality has been issued by a court of competent jurisdiction; or 

(b)
The information is referred to an appropriate prosecuting attorney for possible criminal proceedings.

(2)
The department may furnish to and exchange information and reports with officials and examiners of other properly authorized state or federal regulatory authorities.

(3)
Every official report concerning a mortgage loan company or mortgage loan broker, and every report of examination, shall be prima facie evidence of the facts therein stated for all purposes in any action in which the department, mortgage loan company, or mortgage loan broker is a party.

Section 17.   KRS 294.990 is amended to read as follows:

(1)
Any person who willfully violates any provision of this chapter, except KRS 294.220(1), or who willfully violates KRS 294.220(1) knowing the statement to be false or misleading in any material respect, shall be guilty of a Class D felony.

(2)
Any person who willfully violates any rule or order of the commissioner, authorized under this chapter, shall be guilty of a Class A misdemeanor, but no person may be imprisoned for violation of any rule or order of which that person did not have actual knowledge.

(3)
The commissioner may refer the evidence available concerning violations of this chapter or any rule or order hereunder to the appropriate prosecuting attorney, who may, with or without reference, institute the appropriate criminal proceeding under this chapter.

(4)
Nothing in this chapter shall limit the powers of the state to punish any person for any conduct which constitutes a crime.

(5)
The commissioner may[shall] assess a fine of not less than one thousand dollars ($1,000)[fifty dollars ($50)] nor more than five thousand dollars ($5,000)[hundred dollars ($500)] against any mortgage loan company or mortgage loan broker that violates any provision of this chapter[fails to perform the duties set out in KRS 294.130]. The Attorney General shall institute an action, in the name of the Commonwealth, in the Franklin Circuit Court or the Circuit Court of the county in which the violation occurred, for the recovery of the fine.

(6)
Any person who shall engage in the businesses regulated by this chapter without first securing a license therefor shall be guilty of a misdemeanor and upon conviction shall be punished by a fine of not less than five hundred dollars ($500) nor more than one thousand dollars ($1,000).

[(7)
Any person who, after a cease and desist order has been issued by the commissioner, violates any provision of the cease and desist order, shall be punished by a fine of not less than five hundred dollars ($500) nor more than one thousand ($1000). The fine shall not be deemed to limit the power of the commissioner to revoke any license.]
Section 18.   The following KRS section is repealed:

294.115   Broker to furnish disclosures in writing to borrower.
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