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ASSEMBLY, No. 1943 

STATE OF NEW JERSEY 
• 

INTRODUCED J1TLY 28, 1980 

By Assemblymen BORNT:LF~TMER, DEVF}RIN, P ATERO, T. GALLO, 

PATERNITT, RKMTKG':PON, KOSCO, D. GALLO, MAYS 

and ADUBATO 

Referred to Committee on Banking and Insurance 

AN ACT concerning mutual insurance companies and amending 

R. S. 17 :37-3. 

1 BE 1'1' ENACTED by the Senate and Gener-al Asse1nbly of the State 

2 of New Jet'sey: 

1 1. R. S. 17 :37-3 is amended to read as follows:
 

2 17 :37-3. Borrowing money. The directors of any mutual fire in­


3 surance company of this State issuing assessable pol£cies may
 

4 borrow money to an amount not exceeding $25,000.00, for and on
 

;) behalf of the company and in its name, to pay losses and expenses
 

6 for which the compan~v is liable, and may raise moneys by assess­

I··"· 7 ments to pay the sums so borrowed, in the same manner as they are 

8 authorized and directed to raise money to pay losses. This limit 

9 shall not apply to any mutual fire insu'rance company iss1ting non­

10 assessaJ)le policies. 

1 2. This act shall take effect immediately. 

STATEMENT 

'l'he $25,000.00 limit on the borrowing capacity of domestic mutual 

insurance companies was enacted when these companies issued 

assessable policies, under which the policyholder might theoretically 

be held liable for such debts. Domestic mutual companies presently 

issue non-assessable policies and the elimination of their debt ceiling 

would enable them to compete 011 the same basis as foreign mutual 

companies operating in New Jersey. 



ASSEMBLY BANKING AND INSURANCE COMMITTEE
 

STAT:E~Ml'~NT TO 

ASSEl\1BLY, No. 1943 

STATE OF NEW JERSEY
 
DArrED: SI!~PTI1~MBIDR 29, 1980 

This legislation eliminates the $25,000.00 borrowing limitation placed 

on mutual fire insurance companies, except for those companies issuing 

assessable policies. 

Traditionally, mutual fire insurance companies have been subject to 

a $25,000.00 borrowing limitation; this limitation was occasioned by the 

fact that if the company defaulted on the debt the policies issued by it 

were assessable, i.e., the policyholders were liable to be assessed for 

satisfaction of the debt. Presently, no lllutual companies issue assessable 

policies, and this legislation lifts the statutory debt limitation originally 

imposed as a result of the policyholder's liability. 



SENATE LABOE, INDUSTRY AND PF.OFESSI0NS 
COl\ifj\UTTEE 

ASS E lVI BLY, No. 1943 

STATE OF I'IE\jV JERSEY
 
--""~.._--­

assessa1)1(' poliC'ips. 

Tl'wlitiol1ally. mutual [in' im:ll.l'(lll('P C()!llpallics llan' j'PC'll i-Ou]Jject to 

a $2;;,OOO.O(J lJOJTowiT1g limitation: this lilllitatio:l \"as. ol'ca",io;\(',l 1)~' 

the fart tlwt if the C'ompml:-' d0f:mltp(1 011 tl!p c1[.1)~ Th,· rnlieil'" issued 

hy it '''PH' asspssahlp, i.e .. the }Jo]ir.dI01<10rs \n'l't' 1;::1\1(' to 11(' as,:('ssc'c1 for 

~ntjsfarholl of tJtp dc·ht. Pfl~s('ntly. 110 n111111:11 companies ,nc issninp: 

nsspssahle Ji0lieiC'.':: this lrl2:islntioll. th9TE'YOl'P. lifts tltp stah:t:01';'' cleM 

lin1itntioll ol'ic~:i;\(1Il~: impos(~c1 as ,1 l'psrtlt of tl10 poliC'yhol<lpl'''' lialJility. 



------
FRoa THE OfFICE OF THE GOVERi\IOR 

FOR nC·fiC:UIATE RELEASE	 FOR }'URTIiER INFOill'IATIO~ 

AUGUST 3, 1981	 K.4THRYN "FORSYTH 
DAVID DelillO 

Govern;Jr Brendan Byrne today signed the follmdng bills: 

~~) sponsored by Assemblymili' Vincent Ozzie Pellechia (D-Passaic» increases 

the retirement benefits for IDembers of the Consolidated Police and Firemen's Fued 

from 50% to 60% of average final compensation after 25 years of service. 

It transfers the cost of funding the i.ncreased liability for theloeal enployer 

to the State and other members of the syste.m, and establishes a fOr.Imla which liII:d.ts 

the reaximl~ benefits for those working past 25 years (and who retire after 30 years) 

to 65% of the average final compensation. 

~~he Consolidated Police and Firemen f s Fund has been closed to neioT mec;rbe:cs siIi.c:e 

19 l ;!,. 

The bill enacted today is similar to the meG.,Sure signed in 1979 foZ" (Cleill.OerS of 

the Police and Firemen's Retirement System. 

A-1.2.43, sponsored by Ji...ssemblyman James Bornheimer (D--Hiddlese~(), lifts the 

borrmving Ijnit on mutual fire insurance companies that issue non-asse3sable policies~ 

Since 1902, mutual fire insurance companies could borrow up to $25,000 ~o pay for 

losses and assess its p oli cyholders .to 2ay for sums .borrOT..J'ed •.. Nutual fire campanL~s 

in New .Jersey are permitted by law to sell policies with SUCCi provisions, but bave not 

issued any since the 1930's. 

The $25~OOO borrowing limits which was intended to limit the assessments that 

could be imposed on policyholders, places companies at a disadvantage when coopeti~g 

wlt.h foreign mutual companies operating in the State and is unnecessary since insurers 

no longer issue assessable policies. 

Borro\-r1ng and other fiscal affairs of mutual fire insurance cowpanies viII 

continue. to be subject to examination by the Department	 of Insurance. 

'-more­
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