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P.L.1990, CHAPTER 100, approved October 18, 1990 -
1990 Assembly No. 2595 (First Reprint)

AN ACT to amend "An act concerning leasehold estates in
relation to deposits to secure performance of leases, and ‘g
supplementing chapter 8 ot Title 46 of the Revised Statutes,”
approved January 8, 1468 (P.L.1967, ¢.265). .

BE IT ENACTED by the Senate and General Assembly of the
State of New Jérsey: n
1. Section 1 of P.L.1967, c.265 (C.46:8-19) is amended to read
as follows ‘

10 = "1 Whenever Tmoney —or—- other- -~form -~0f~secu&ty~shau—be~m___~_ﬁ—%

11 deposxted or advanced on a contract, lease or license agreement

12 for the use or rental of real property as security for performance

13 of the contract, lease or agreement or to be applied to payments
— 14 upon such contract, lease or agreement when due, such money or .

15 other form of security, until repaid or so applied including the

16 tenant 's portion of the interest [ramed] or earnings accumulated

17 thereon as hereinafter provided, shall continue to be the property

18  of the person making such deposit or advance and shal be held in

19 trust by the person with whom such deposit or advance shall be

20  made for the use in accordance with the terms of the contract,

21 lease or agreement and shall not be mingled with the personal

22 property or-become an asset of the person receiving the same.
23 The person receiving money so deposited or advanced shall:

24 a. (1) Invest that money in shares of an insured money market

25 fund established by an investment company based in this State

26 and registered under the "Investment Company Act of 1940;" 54

27 Stat.-789 (15 U. S. C. § 80a- 1 et seq.) whose shares are registered

28 under the "Securities Act of 1933," 48 Stat. 74 (15 U. S. C. § 77a.

29 et seq.) and the only investments of which fund are instruments
30 maturing in one year or less, or (2) deposit that nioney in a State
31 or federally ;chartered bank, savings bank or savings and loan
32 association in this State insured by an agency of the federal
33 government in an account bearing a variable rate of interest,
34 which shall be established at least quarterly, which is similar to
35 the average rate of interest on active interest-bearing money

36  market transaction accounts paid by the hank or association
37 under 12 C. R' Part 1204.108, or equal to similar accounts of
38 an mveStmet company described in paragraph (1) of thls

EXPLANAT ION—- a$ter enclosed in bold-faced brackets fthusl 1in .the
e - - above bill is not enacted and is intended to be omitted in the law.

Matter underlfined Lhys is new matter.
?atter enclospd in superscript numerals has been adopted as follows:
Assembly ACP committee amendments adopted February 8, 1990. . o
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subsection, less an amouiii not to exceed 1% per annum of the
amount so invested or deposited for the costs of servicing and
processing the account. A o

This subsection shall not ‘apply to persons recemng money fnr
less than 10 rental units except whgre required by the
Commissioner of Banking by rule or regulation. The commissioner
shall apply the pmvxsnons of thx}subsectxon to some or all persons
recewmg money for less than 10 rental units where the
commlssnoner fmds that it is pracucablc to deposit or invest the
money’ recewed with an investment company or State or federally
chartered bank, savings bank or savings and loan association in
accordance with this subsection. !Except as. expressly provided
herein, nothing in this subsection shali affect or modify the rights
or obligations of persons receiving money for rental premises or
units, tenants, licensees or contractees under any other law.

b. Persons not required to invest or deposit money in

accordance with subsection a. of this section shall deposit such
money in_a [banking institution] State or federally chartered
bank, savings bank or. savings and loan association .in this State
insured by .an agency of the federal government in an account
bearing inte®est at the rate currently paid by such institutions

22 ____and associations on-time-or-savings deposits. - "

The person investing ~ the security deposit pumuant to
subsection a. or- b..of this section shall thereupon notify in writing
each of the persons making such security deposit or advance,
giving the name and address of the [banking institution]
investment company, State or federally chartered bank, savings
bank or savings and loan association in which the deposit or
investment of security money is made, and the amount of ‘such
deposit or inyestment. )

All of the money so deposited or advanced may be deposxted or
invested by the person receiving the same in one interest-béaring
or dividend yielding account as long as he complies with all the
other requirgments of -this act. :

The person receiving money so deposited or so advanced shall
be entitled to receive as -[administration] administrative
€Xpenses, a .q'um equivalent to 1% per annum thereon or 12.5% of
the aggregate interest yield on the security depasit; whichever is
greater, less the amount of any service fee charged by an

‘investment company, a State or federally chartered bank, savings

bank or savings and loan association for money deposited pursuant
to this section, which shall be in lieu of all other administrative
and custodial expenses. The balance of the interest or earnings
paid '(héreq by the investment company, State or federally
chartered bank, savings bank or savings and loan association,
hereinafter referred to as tenant's portion, shall belong to the
person making the deposit or advance and shall be permitted to
compound-tc the benefit of the tenant, or be paid to the tenant in
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| cash, or be credited toward the payment of rent due on the

‘ renewal or anniversary of said tenant's lease,
In the event the person receiving a security deposit fails, to

. invest or deposit the security money in the manner requireIaoNE")

this section or notify the tenant of the name and address of the
‘investment company, State or federally chartered bank, savings
kbank or savings and loan association in which the deposit or
investment . of such security is made, and the amount thereof,
within 30 days after receipt of same from the tenant, or_within
30 days after the effective date of this 1[1985] 1990 amendatory
act, whichever qccurs later, the tenant may give written notice
klo the person receiving the same that such security money be
applied on account of rent payment or payments due or to

. »hecome»v due from-the tenant, and- thereafter- the tenant-shall be -

‘without obligation to make any further security deposit and the
person receiving the money so deposited shall not be entitled to
make further demand for a security deposit,

The_provisions of this section requiring that the security
advanced be deposited or invested in a money market fund, or in
@n mterest beanng account in a State or federally chartered
Q@k samebank or savings and loan association shall not apply
ta_any sqL_ntv advanced _on a contract;—lease—er—license

23
24

25

26
27
28
29
30
31
32
33
34
35
36
37
38
39

agreement for the seasonal use or rental of real property. For
purposes of |this paragraph "seasonal use or rental” means use or
rental for auerm of not-more than {1101 601 consecutive days -
for~ resxdential purposes by a person having a permanent place of
resxdence e&ewhere "Seasonal use or. rental” does not mean use
or rental o(r hvmg quarters for seasonal , temporary or migrant
farm worke& in connection with any work or place where work is
being perfor{ned The landlord shall have the bur@gb__of proving
that the use &r rental of the residential property is seasonal.

(cf: P.L. 1985 c.42 s.1)

2. This act\ shall take effect immediately.

o HOUSINC AND CONSTRUCTION

|
)
\ .
Exenipts land rds of certam rentals from mamtammg secunty
deposits in interest. beanng account.




ASSEMBLY CONSUMER AFFAIRS COMMITTEE
STATEMENT TO

ASSEMBLY, No. 2%

with Assembly committee amendments

STATE OF NEW JERSEY

DATED: FEBRUARY 8, 1990

The Assembly Consumer Affairs Committee favorably reports
Assembly Bill No. 2595 with committee amendments.

Assembly Bill No. 2595 amends section 1 of P.L.1967, ¢.265
(C.46:8-19) to exempt landlords of seasonal rentals from the current
statutory requirement that they deposit each tenant's security
deposit in an interest bearing account.

Under current law, every landlord, except the landlords of
owner-occupied properties having two or less rental units where the
tenant has failed to give the landlord a 30 day notice invoking the
provisions of this security deposit law, is required to deposit each
tenant's security deposit in an interest bearing account.

This bill, as amended by the committee, exempts the landlords of
seasonal rental properties from that requirement. For the purposes
of this exemption, the bill defines "seasonal use or rental" as the use
or rental of a unit for residential purposes for a term of not more
than 60 consecutive days by a person having a permanent place of
residence elsewhere. Specifically excluded from that exemption,
however, are the rentals of living quarters by seasonal, temporary or
migrant farm workers. Landlords renting living quarters to such
workers would continue to be required to deposit their security:
deposits in interest bearing accounts.

The committee amended the bill to change the definition of
"seasonal rental or use," reducing the required term of the rental in
order to qualify for the exemption from 110 consecutive days to 60
consecutive days. In discussing the bill, the committee concurred
with the sponsor's primary objective of relieving the landlords of
seasonal properties of the administrative headache of attempting to
deposit the security deposits of short-term renters in interest
bearing accounts. The committee also understood that the service
fees charged by institutions holding such short-term deposits, in
many instances, exceed the amount of interest generated by the
deposit. The committee did believe, however, that in those instances
involving leases of 60 or more days, the current requirement that the
landlord deposit a renter's security deposit in an interest bearing
account imposed no undue administrative burden on the landlord.
The committee further believed that the security deposits of renters
entering into seasonal leases of more than 60 days would generate
noticeable interest and that those individuals deserved to be paid
that interest.



SENATE LABOR, INDUSTRY AND PROFESSIONS COMMITTEE
STATEMENT TO

[FIRST REPRINT]

ASSEMBLY, No. 25%
STATE OF NEW JERSEY

DATED: SEPTEMBER 24, 1990

The Senate Labor, Industry and Professions Committee reports
favorably Assembly Bill No. 2595 [1R].

This bill exempts landlords of vacation or seasonal rentals from
the current statutory requirement that they deposit or invest each
tenant's security deposit in a money market fund or interest bearing
bank account.

The bill defines "seasonal use or rental” as the use or rental of a
unit for residential purposes for a term of not more than 60
consecutive days by a person having a permanent place of residence
elsewhere. Rentals of living quarters by seasonal, temporary or
migrant farm workers are specifically excluded from this definition
and are therefore still subject to the security deposit law.

The landlord has the burden of proving that the use or rental of
the residential property is seasonal.
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on the renewal or anniversary of said tenant's lease.

In the event the person receiving a security deposit fails to
invest or deposit the security money in the manner required under
this section or notify the tenant of the name and address of the
investment company, State or federally chartered bank, savings
bank or savings and loan association in which the deposit or
investment of such security is made, and the amount thereof,
within 30 days after receipt of same from the tenant, or within
30 days after the effective date of this 1985 amendatory act,
whichever occurs later, the tenant may give written notice to the
person receiving the same that such security money be applied on
account of rent payment or payments due or to become due from
the tenant, and thereafter the tenant shall be without obligation
to make any further security deposit and the person receiving the
money so deposited shall not be entitled to make further demand
for a security deposit.

The provisions of this section requiring that the security
advanced be deposited or invested in a money market fund, or in
an interest bearing account in a State or federally chartered
bank, savings bank or savings and loan association shall not apply
to any security advanced on a contract, lease or license
agreement for the seasonal use or rental of real property. For
purposes of this paragraph "seasonal use or rental" means use or
rental for a term of not more than 110 consecutive days for
residential purposes by a person having a permanent place of
residence elsewhere. "Seasonal use or rental" does not mean use
or rental of living quarters for seasonal, temporary or migrant
farm workers in connection with any work or place where work is
being performed. The landlord shall have the burden of proving
that the use or rental of the residential property is seasonal.

(cf: P.L.1985, c.42 s.1)
2. This act shall take effect immediately.

STATEMENT

This bill exempts landlords of seasonal rentals from the
requirement of investing or depositing tenants' security deposits
in money market funds or interest bearing accounts. Seasonal
rentals are defined by the bill as those rentals with a term of not
more than 110 consecutive days, except for the living quarters of
seasonal, temporary or migrant farm workers.

HOUSING AND CONSTRUCTION

Exempts landlords of certain rentals from maintaining security
deposits in interest bearing account.
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