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ASSEMBL Y, No. 1631 
• 

STATE OF NEW JERSEY
 
• 

INTRODUCED SEPTEMBER 25, 1978 

ByA~seJllhlyman J ACKJ\JAN 

Referred to CommitLee all Banking and Insur::mcc 

AN AOT to amend" An act concerning banking and banking' institu­

tions (Revision of 1948)," approved April 29, 1948 (P. L. 1948, 

c. 67). 

1 BE IT ENAOTED by the Senate rmd General Assembly of the State 

2 of New Jersey: 

1 1. Section 115 of P. L,. 1948, c. 67 (C. 17 :9A-115) IS amended 

2 to reada,s follows: 

3 115. a. Every bank shall, at its own expense, cause to be bonded 

4 for the honest performance and discharge of his duties (1) each 

5 director who handles or has charge or custody of money, securities 

6 or other valuable property of the bank or of its customers and (2) 

7 all officers and employees of the hank, in such amount and with 

8 such surety as shall be approved by the board of directors. The 

9 bonds may be individual bonds or may be one 01' more blanket 

10 bonds issued by a surety company or companies or one or more 

11 underwriters. The board of directors shall annually examine all 

12 such bonds, shall pass upon their sufficiency and may require a 

13 new bond or bonds or increases in the amounts thereof. The 

14 commissioner may from time to time order an increase in the 

15 amount of any such bonds. No bond shall be deemed to comply 

16 with the requirements of this section unless such bond contains 

17 a provision that it ~hall not be cancellable for any cause unless 

18 notice of intention to cancel is filed in the department at least 

19 5 days before the day upon which cancellation shall take effect. 

20 b. In the event a bank is unable to obtain the bond or bonds 

21 required by subsection a., the commissioner may, at his discretion, 

22 waive the req'Ltirements of subsection a. for a period not to exceed 

23 1 year, upon such terms as he deems appropr'iate, if he is satisfied 

24 that snch bank is adeq·uately capitalized and that such a waiver will 

25 not otherwise endanger the financial condition of such bank. 

1 2. This act shall take effect immediately. 



2 

STATEMENT 

This bill gives the Commissioner of Banking- authority to waive 

the requirement of bank fidelity bond coverag'e, in the event a 

bank is unable to obtain such coverage. The waiver may be for a 

period to be set by the commissioner, not to exceed 1 year and upon 

such terms as the commissioner shall require, such as the establish­

ment of a reserve for fidelity losses. The waiver may be granted 

only if the commissioner is satisfied that the bank is adequately 

capitalized and the waiver will not endanger the financial condition 

of the bank. This legislation is needed because of the difficulty occa­

sionally experienced by banks in obtaining fidelity bond coverage. 

Under present law, when a bank has no fidelity bond coverage, 

the commissioner must issue a cease and desist order, which would 

lead to a fine of $1,000.00 a day and possible State takeover of the 

bank. This bill would allow the commissioner to exercise discretion 

ill taking such action. This bill would allow the commissioner to 

exercise the type of discretion exercised by the United States 

Comptroller of the Currency with respect to Federally chartered 

banks' fidelity bonds. 

II I' 31 ( I '17 t:t) 



ASSSEMBLY BANKING AND INSURANCE COMMITTEE
 

STATEMENT TO 

ASSEMBL Y, No. 1631 
• 

STATE OF NEW JERSEY
 
• 

DATED: OCTOBER 5, 1978 

This legislation amends Section 115 of P. L. 1948, c. 67 (C. 17 :9A-115) 

to permit the Commissioner of Banking to waive the surety bonding; 

requirements established by that section for a period not to exceed one 

year, if he determines that the bank is adequately capitalized and that 

the waiver will not endanger the financial condition of the bank. 

The Assembly Banking and Insurance Committee has reported the 

legislation favorably, as it is aware that surety bonds are increasingly 

difficult to obtain. The committee believes that this legislation is an 

appropriate interim approach until the problems of the surety bonding 

market can be addressed effectively. 



SENATE LABOR, INDUSTRY AND
 
PROFESSIONS COMMITTEE
 

STATEMENT TO 

ASSEMBL Y, No. 1631 
• 

STATE OF NEW JERSEY
 
• 

DATED: APRIL 26, 1979 

This bill amends Section 115 of P. L. 1948, c. 67 (C. 117 :9A-115) to 

allow the Commissioner of Banking to waive the surety bonding re­

quirement established by that section for a period not to exceed 1 year, 

if he determines that the bank is adequately capitalized and that the 

waiver will not endanger the financial condition of the bank. 

Section 115 of P. L. 1948, c. 67 (C. 17 :9A-115) now requires that 

directors" officers and employees of banks be bonded at the bank's 

expense. Occasionally, however, banks experience difficulty in obtain­

ing surety bond coverage. Under present law, when a bank has no 

surety bond coverage, the commissioner must issue a cease and desist 

order, which would lead to a fine of $1,000.00 per day and possible State 

takeover of the bank. This bill would allow the commissioner to exer­

cise discretion in taking such action. 



F?-O:'[ THE OFFICE OF TiE GOVER...\jQR 

FOR nIRTHER H~OR:.'1ATrO~ 

K.YfHR'Gf FORSYTH 

GG·;~::nor Brend.:l:l 3~1-:-:..:e has signed the foL!..m"ing bills into 1a\.,: 

!~-299 , sponsorec. ::y ASS2Ii10 l:,'Uen Ernes t F. Schuck and Halter Rand (both D-C<::.ma.'i::l.J.) ~ 

\-.:;!ic.h p~ovides that all cOu~ties of the second CJ..2SS Hay. eithe'c by resolut.ion o~ 

ordiI!2.nce of the governing body of the county, Bak.e adjustments in the .?-Bounts of 

pe~~dQn b=,narits payable to retired county detectives to reflect increas@~ 'or dE~C:rQ"'Sl:!:!i* 

in living costs and 8.aintain the purchasing pOT..:er of their pension bt~nafj.ts. 

The bill applies to Hiddh:sex. Union. Passaic. Camden, Burlington and Herce:: 

Coui1ties. r-Iorris COlj,nty already -has the authorit)'? under prior provisiorJ.s of ths law ... 

A-1631, sponsored by Assi:..2jly Speaker Christopher J. Jackman CD-Hudson) ~hic:h 

per=tits tL1.e COll"Iaissioner of BanIdng to \vaive for up to one year the st.atutory 

re~l.lirE!eo.t that ban:<'s hav<:~ bla.."1ket fidelity bonds. 

In order to gr2at such a ",aiver J the CO'.::n:lissioner I:mst be saU.sfied that th(~ 

ba::.:;:. j s adequately c2pitaliz~d 2:1d that a waiver will not. othen.,ise endanger thE:: 

fi::encial condition of t":le paZl:<.. He may also require the bank 1:0 ta~e otlLer prntec:tivr: 

Geasures he de.ems IleCeS3G-y ... 

Banks occasiocal..:j experience difficulty in obtaining fidelity bond coveYag.~j 

a~d under p~ior la~ ~,e :e?~~ent of Banking had to begin disciplinary actions~ leading 

up t'.J e'l2:2t'.:al takeover, if a bank did not have a bond.. This bill gives the 

CO=:tiS3ior:.er of BaI:!ki.~g the needed flexibility to IIaivethe requirement while l:he 

A-lgl~, sponsored by Assemblyman Richard !.'an Hagner (D-}lon:nouth) which pro'Tides 

ti2t ~'ha~ a tax sale certificate is held by a cunicipality or any oth2r purchas2r. the 

1.,,:_':1 ,;';.ll be a=~se5secl in the nai:12 of the property m,mer. 
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