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[THIRD O:F':F'ICIAL COpy REPRINT] 

SENATE, No. 500 
-_._-+--­

STATE OF NEW JERSEY
 

INTRODUCED MARCH 11, 1968 

By Senators TANZMAN and STOUT 

Referred to Committee on Banking and Insurance 

AN ACT to provide for the licensing and regulation of insurance 

premium finance companies, and supplementing Title 17 of the 

Revised Statutes. 

1 BE IT ENACTED by the Senate and General .Assembly of the State 

2 of New Jersey: 

1 1. Short title. This act shall be known and may be cited as the 

2 "Insurance Premium Finance Company Act." 

1 2. Definitions. For the purposes of this act­

2 (a) "Insurance premium finance company" means a person en­

3 gaged in the business of entering into insurance premium finance 

4 agreements u or acquiring premium finance agreements from in­

5 surance agents or insurance brokers""". 

6 (b) "Insurance premium finance agreement" means an agree­

7 ment by which an insured or prospective insured promises to pay 

8 to a premium finance company Ueither directly or indirectly""" 

9 the amount advanced or to be advanced under the agreement Uby 

10 said premium finance companyU to an insurer or to an insurance 

11 agent or insurance broker in payment of premiums on an insurance 

12 contract together with a finance charge as authorized and limited 

13 by this act. 

14 (c) "Licensee" means an insurance premium finance company 

15 holding a license issued by the commissioner under this act. 

1 3. Application. The provisions of this act shall not apply with
 

2 respect to:
 

3 (a) Any insurance company authorized to do business in the
 

4 State of New Jersey,
 

4A u*(b) State associations and Federal associations, as defined in 

4B P. L. 1963, chapter 144, section 5 (C. 17:12B-5).*u 

5 U[(b) Any safe deposit company, provident loan association, 

6 *[savings and loan associationr *State associations and Federal 

EXPLANATION-Matter encloeed in bold·faced brackets [thue] in the aboTe bill 
i. not enacted and is intended to be omitted in the Jaw. 
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7 associations, as defined in P. L. 1963, chapter 144, section 5 (C. 

8 17 :12B-5)*, sales finance company, motor vehicle installment seller, 

9 bank, savings bank, national banking association, small loan busi­

10 ness, loan company or credit union authorized to do business in the 

11 State of New Jersey,]** 

12 u*[U[(c)]U u*[U(b)**]*** ***(c)*u The inclusion of a 

13 charge for insurance in connection with an installment sale of a 

14 motor vehicle or other goods made in accordance with the New 

15 Jersey Retail Installment Sales Act of 1960,]U* 

16 ***(c) The inclusion or deduction of a charge for insurance in 

17 accordance with the provisions of chapter 10 of Title 17 of the 

18 Revised Statutes relating to small loans or the inclusion of a charge 

19 for insurance in connection with an installment sale of a motor 

20 vehicle or other goods made in accordance with the New Jersey 

21 Retail Installment Sales Act of 1960,*** 

22 [(d)] U *U [U ( cr *]*** *U ( dr U The financing of insurance U 

23 premiums in New Jersey in accordance with the provisions of 

24 Revised Statutes 31 :1-1 relating to legal interest rate. 

1 4. Licenses. No person shall engage in the business of financing 

2 insurance premiums in this State without fir,st having obtained a 

3 license as a premium finance oompany from the Commissioner of 

4 Banking and Insuranceu , except that any State or national bank 

5 authorized to do business in this State shall be authorized to trans­

6 act business as a premium finance company, subject to all of the 

7 provisions of this act, except that it shall not be required to obtain 

8 a license or pay a license fee hereunderU Any person who shall • 

9 engage in the business of financing insurance premiums in this State 

10 without obtaining a license as provided hereunder shall, upon con­

11 viction as provided 1Il Revised Statutes U[17 :32-2]** 

12 ***[**17:32-2U ]*** u*17:33-2***, be subject to a fine of not more 

12A than $200.00. 

13 The annual license fee shall be U[$loo.00]U U$200.00 for each 

14 officeu . Licenses may be renewed from year to year as of January 

15 1 of each year upon payment of the fee of U[$100.00]*'II< 

16 *'11<$200.00*'11<. The fee for said license shall be paid to the commis­

17 sioner f or the use of the State. No portion of the license fee shall be 

18 refunded if the license is surrendered by the licensee or suspended 

19 or revoked by the commissioner. 

20 Before any licensee changes his address he shall return his license 

21 to the commissioner who shall indorse the license indicating the 

22 change. 

23 The person to whom the license or the renewal thereof may be 

24 issued shall file sworn answers, subject to the penalties of perjury, 
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25 to such interrogatories as the commissioner may require. The com­

26 missioner shall have authority, at any time, to require the applicant 

27 fully to disclose the identity of all stockholders, partners, officers 

28 and employees, and he may, ill his discretion, refuse to issue or 

29 renew a license in the name of any firm, partnership, or corporation 

30 if he is not satisfied that any officer, employee, stockholder, or 

31 partner thereof who may materially influence the applicant's con­

32 duct meets the standards of this act. 

1 5. Action by commissioner on application. Upon the filing of 

2 an application and the payment of the license fee the commis­

3 sioner shall make an investigation of each applicant and shall issue 

4 a license if he finds the applicant is qualified in accordance with this 

5 act. If the commis-sioner does not so find, he shall, within 30 days 

6 after he has received such application, so notify the applicant and 

7 at the request of the applicant, give the applicant a full hearing. 

8 The commissioner shall issue or renew a license as may be applied 

9 for when he is satisfied that the person to be licensed­

10 (a) Is competent and trustworthy and intends to act in good 

11 faith in the capacity involved by the license applied for, 

12 (b) Has a good business reputation and has had experience, 

13 training, or education so as to be qualified in the business for which 

14 the license is applied for, and 

15 (c) If a corporation, is a corporation incorporated under the 

16 the laws of this State ora foreign corpora.tion authorized to trans­

17 act business in this State. 

1 6. Revocation and suspension of licenses. The commissioner may 

2 revoke or suspend the license of any premium finance company 

3 when and if after investigation the commissioner finds that 

4 (a) Any license issued to such company was obtained by fraud, 

5 (b) There was any misrepresentation in the application for the 

6 license, 

7 (c) The holder of such license has otherwise shown himself un­

8 trustworthy or incompetent to act as premium finance company, 

8A ·or· 
9 (d) such company has violated any of the provisions of this 

10 act·[, or 

11 (e) Such company has been rebating part of the finance charge 

12 as allowed and permitted herein to any insurance agent or insur­

13 ance broker or any employee of an insurance agent or insurance 

14 broker or to any other persons as an inducement to the financing 

15 of any insurance policy with the premium finance company]*. 

16 Before the commissioner shall revoke, suspend or refuse to re­

17 new the license of any premium finance company, he shall give 
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18 to such person an opportunity to be fully heard and to introduce 

19 evidence in his behalf. In lieu of revoking or suspending the 

20 license for any of the causes enumerated in this section, after 

21 hearing as herein provided, the commissioner may subject such 

22 company to a penalty of not more than $200.00 for each offense 

23 when in his judgment he finds that the public interest would not 

24 be harmed by the continued operation of such company. The 

25 amount of any such penalty shall be paid by such company to the 

26 commissioner for the use of the State. At any hearing provided 

27 by this section, the commissioner shall have authority to administer 

28 oaths to witnesses. Anyone testifying falsely, after having been 

29 administered such oath, shall be subject to the penalty of perjury. 

30 Any action of the commissioner in refusing to issue or renew a 

31 license shall be subject to review in the Superior Court by a pro­

32 ceeding in lieu of prerogative writ. 

1 7. Books and records. Every licensee shall maintain records of 

2 its premium finance transactions which will enable the commis­

3 sioner to enforce full compliance with this act and the said records 

4 shall be open to examination and investigation by the commis­

5 sioner. **The commissioner' shall have the power to make such 

6 examination of the books, records and acc01mts of any licensee as 

7 he shall deem necessary. The expenses incu,rred in making any such 

7A examination shall be u*[accessed]*** u*assessed*** against and 

7B paid by the licensee so examined.** The commissioner may, at any 

7c time, require any licensee to bring such records as he may direct to 

7n the commissioner's office for examination. 

8 Every licensee shall preserve its records of such premium finance 

9 transactions, including cards used in a card system for at least 3 

10 years after making the final entry in respect to any premium finance 

11 agreement. The preservation of records in photographic form shall 

12 constitute compliance with this requirement. 

13 Each licensee shall on or before U[March]** uPebruary** 1 of 

14 each year file a report with the commissioner giving such informa­

15 tion as the commissioner may require concerning the licensee's 

16 business and operation during the preceding calendar year. 

1 8. Power to make rules. The commissioner may make and en­

2 force such reasonable rules and regulations as may be necessary 

3 in making effective the provisions of this act, but such rules and 

4 regulations shall not be contrary to nor inconsistent with the pro­

5 visions of this act. 

1 9. Form of premium finance agreement. A premium finance 

2 agreement shall ­
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3 (a) Be dated, signed by or on behalf of the insured, and the 

4 printed portion thereof shall be in at least 8-point type, 

(b) Contain the name and place of business of the insurance 

6 ,agent or insurance broker negotiating' the related insurance con­

7 tract, the name and residence or place of business of the insured 

8 as specified by him, the name and place of business of the premium 

9 finance company to which payments are to be made, a description 

of the insurance contracts involved and the amount of the premium 

11 therefor; and 

12 (c) Set forth the following items where applicable: 

13 (1) the total amount of the premiums, 

14 (2) the amount of the down payment, 

(3) the principal balance (the difference between items (1) 

16 and (2)), 

17 (4) the amount of the finance charge, including the addi­

18 tional charge of $10.00, 

19 (5) the balance payable by the insured (sum of items (3) 

and (4)), and 

21 (6) the number of installments required, the amount of each 

22 installment expressed in dollars, and the due date or period 

23 thereof. 

24 (d) Contain a notice reading as follows: Notice to Insured: (1) 

Read this agreement before you sign, (2) Do not sign this agree­

26 ment if it 00ntains blank spaces, (3) You are entitled to ,a copy of 

27 this agreement at the time you sign, (4) Keep your copy of this 

28 agreement to protect your legal rights. 

29 The items set out in subsection (c) of this section need not be 

stated in the sequence or order in which they appear in such clause, 

31 and additional items may be included to explain the computations 

32 made in determining the amount to be paid by the insured. 

33 The licensee or the insurance agent or insurance broker shall 

34 deliver to the insured, or mail to him at his address shown in the 

agreement, a complete copy of the agreement. 

36 No premium finance agreement shall be signed by an insured 

37 when it contains any blank spaees to be filled in after it has been 

38 signed except that if the insurance contract involved has not yet 

39 been issued, the name of the insurer and the policy number may 

be left blank and later inserted in the original agreement. 

41 No premium finance agreement shall contain a power of attorney 

42 to confes,s judgment in this State. 

1 10. Maximum finance charge. A premium finance company shall 

2 not charge, contract for, receive, or collect a finance charge other 

3 than as permitted by this act. 
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4 The finance charge shall be computedU , using the actuarial 

5 methodU on the balance of the preminums due (after subtracting 

6 the down payment made by the insured in accordance with the 

'{ premium finance agreement) from the effective date of the in­

S surance coverage, for which the premiums are being advanced., to 

9 and including the date when the final installment of the premium 

9A finance agreement is payable. 

10 The finance charge shall be computed at a maximum rate of 12% 

11 per annum plus an additional charge of $10.00 per premium finance 

12 agreement which additional charge need not he refunded upon 

13 prepayment. However, any insured may prepay his premium 

14 finance agreement in full at any time before due date of the final 

15 installment and in such event the unearned finance charge shall be 

16 refunded. The amount of any such refund shall be calculated in 

17 accordance with the rule commonly known as the "Rule of 78" 

18 and shall represent at least as great a proportion of the finance 

19 charge, if any, as the sum of the periodic balances after the month 

20 in which prepayment is made bears to the sum of all periodic 

21 balances under the schedule of installments in the agreement. 

1 11. Statement of aocounts; receipts. Upon the request of an in­

2 sured a premium finance company shall give to the insured a writ ­

3 ten statement of his account. No more than 2 such statements shall 

4 be required in any 12-month period. An insured shall be given 

5 a written receipt for any payment made in cash. When the premium 

6 finance agreement has been paid in full, the licensee shall, upon 1'e­

7 quest of the insured, return to the insured the premium finance 

8 agreement marked paid or canceled. 

1 12. Delinquency charges. A premium finance agreement may 

2 provide for the payment by the insured ofa delinquency charge 

3 of $1.00 toa maximum of 5% of the delinquent installment hut 

4 not to exceed $5.00 on any installment which is in default for a 

5 period of **[5]U u10u days or more. If the default results in the 

6 cancellation of any insurance contract listed in the agreement, the 

7 agreement may provide for the payment by the insured of a can­

8 cellation charge; such charge shall be $5.00, less any delinquency 

9 charge on the installment in default. 

1 13. Cancellation of insurance contract upon default ­

2 (a) When a premium finance agreement contains ,a power of 

3 attorney enabling the premium finance company to cancel any in­

4 surance contraot '01' contracts listed in the agreement, the insur­

5 ance contract or contracts shall not be canceled by the premium 

6 finance company unles-ssuch cancellation is effectuated in accord­

7 ance with this section. 
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8 (b) Not less than 10 days' written notice shall be mailed to the 

9 insured of the intent of the premium finance company to cancel 

9A the insurance contract unless the default is cured within Buch 10-day 

10 period. A copy of said notice shall also be sent to the insurance 

11 agent or insuranoe broker indicated on the premium finance agree­

12 ment. 

12.\ (0) Mter expiration of such la-day period, the premium finance 

12B company may thereafter request in the name of the insured, can­

120 cellation of such insurance contract or contracts by mailing to the 

12n insurer a notice of cancellation, and the insurance contract shall 

12E be canceled as if such notioe of cancellation had been submitted 

12F by the insured himself, but without requiring the return of the 

12G insurance contract or contracts. The premium finance company 

12H ishall also mail a notioe of canoellation to the insured at his las,t 

121 known address and to the insurance agent or insurance broker 

12J indicated on the premium finance agreement. **The effective date 

12K of such cancellation shall not be earlier than 3 days after the date of 

12L mailing of such notice to the insured and to the insurance agent or 

12M insurance broker.U 

12N (d) All statutory, regulatory, and contractual restrictions pro­

120 viding that the insurance contract may not be canceled unless 

13 notice is, given to a governmental agency, mortgagee, or other third 

14 party shall apply where cancellation is effected under the provi­

15 sionsof this section. The insurer Bhall give the prescribed notice 

16 in behalf of itself or the insured to any governmental agency, 

17 mortgagee, or other third party on or before the second busine,s.s 

18 day after the day it receives the notice of cancellation from the 

19 premium finance oompany and shall determine the effective date 

20 of cancellation taking into consideration the number of days notioe 

21 required to oomplete the oancellation. 

1 14. Application of unearned premiums. (a) Whenever a financed 

2 insurance contract is canceled, the insurer on notice of 'such financ­

3 ing shall return whatever groBs unearned premiums are due under 

4 the insurance contract to the premium finance company for the 

5 account of the insured or insureds. 

6 (b) In the event that the crediting of return premiums to the 

7aocount of the insured results in a surplus over the amount due 

8 from the insured, the premium finance company shall refund such 

9 excess to the insured provided that no such refund shall be required 

10 if it amounts to le,ss than $1.00. 

1 15. Exemption from :any filing requirements. No filing of the 

2 premium finanoe agreement ,shall be necessary to perfect the va­

3 lidity of 'such 'agreement as a secured transaction as against cred­
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4 itors, subsequent purchasers, pledgees, encumbrancers, successors, 

5 or assigns. 

1 16. Severability. If any provision of this act is held invalid, the 

2 invalidity thereof shall not affect other provisions of the act which 

;) can be given effect without the invalid provision and to this end 

4 the provisions of this act are severable. 

1 17. Effective date. This act shall take effect on the sixtieth day 

2 after the date of enactment. 

,/ 
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SENATE, No. 500 

STATE OF NEW JERS'EY 

INTnbntJ,CED MARCH 11, 1968 

By Senators TANZMAN and STOUT 

Referred to Committee on Banking and Insurance 

AN ACT to provide for the licen-sing and regulation of ift:sut8h~e
 

premium finance companies, and supplementing '1'itl(! 17 Of tlle
 
Revised Statutes.
 

1 BE IT ENACTED by the Senate and General Assembly of the State
 

2 of New Jersey:
 

1 1. Short title. This act -shall be known ana may be citea as the
 

2 "Insurance Premium Finance Company Act."
 

1 2. Definitions. For the pUfJ}oses of this act-­

2 (a) "Insurance premium finance company" means a person elJ.­

3 gaged in the business of entering into insurance premium fillanoe
 

4 agreements.
 

5 (b) "Insurance premium finance agreement" means an agree­


6 ment by which an insured or prospective insured promises tQ pa.y
 

7 to a premium finance company the amount advanced or to be ad­


S vanced under the agreement to an insurer or to an insurance agent
 

SA or insurance broker in payment of pr-emiums on an insurance con­


9 tract together with a finance charge as authorized and limited by
 

10 this act.
 

11 (c) "Licensee" means an insurance premium :finance company
 

12 holding a license issued by the commissioner under this act.
 

1 3. Application. The provisions of this :act shall not apply with
 

2 respect to:
 

3 (.a) Any insurance company authorized to do business in the
 

4 State of New Jersey,
 

5 (b) Any safe deposit cempany, provident loan association, sav­


6 ings and loan association, sales finanee company, motor vehicle
 

7 iniltallmentseller, bank, savings bank, national banking association,
 
8 small loan business, loan company or credit union authorized to
 

9 do business in the State of New Jersey,
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10 (c) The inclusion of a charge for insurance in connection with 

11 an installment sale of a motor vehicle or other goods made in ac­

12 cordance with th~~Ne~ Jers~Y Retail In~tallment'Sales Act of 1960, 

13 (d) The financing of insurance premiums in New Jersey in ac­

14· cor4ance ,wi~h.~ provisions ·()f Revised:cStatutes-31 :1....I.relating 
15 to 'legal:i~t;'re;thte.' , .,.' . 

1 4. Licenses. No person shall engage in the business of financing 

2 insurance premiums' in this State without first having obtained a 

3 license as a premium finance company from the Commissioner of 
4 Banking and Iniiuranoe. Any penon who.hall engage in the bUli­

5 ness of fillancing insurance premiums in this State without obtain­

6 ing It licen6e as provided hereunder liball, upon conviction Ii 
7, 'prov.idedin"Revised, Statutes 17 :32-2, be 'subject to a fine of not 

8,: more'than;$200.00. 

9 The annual license fee shall be $100.00. Licenses may be renewed 

9A from year to year as of January 1 of each year upon payment 

9:8 of\ th~ fee of $100.00. The fee for said licens,e shall be paid to the 

90 commi'ssioner for the use of the State. No portion of the license 

9D' fee shall be refunded if the license is surrendered by the licensee 

9E or suspended or revoked by the commissioner. 

9F Before any licensee changes his address he shall return his 

9G license to the commis,sioner who sh~llindorse the license indicating 

10 th~change.
 

11 The person to whom the license or the renewal thereof may be
 

12 .issuedsliiiIl:file sworn answers, subject to'the penalties of perjury,
 
, , 

13 to such iilterrogatorie's as the commissioner may require. The 

14 commis·sionershall have authority, at any time, to require the 

15 applicantfully to disclose the identity of all stockholders, partners, 

16' 'om:cer~,ande'mployees, and he may, in his discretion, refuse to 

17 issue or ie~e~ a lic~rise in the name of any firm, partnership, or 

18 corporation if he is not satisfied that any officer, employee, stock­

19 'holder, or' 'partner thereof who may materially influence the appli­
, . 

20 cant's conduct meets the standards of this act. 
1 " '5': ~A~ti6n by co~issioiler on application. Upon the filing of 

2 an application and the payment of the license fee the commis­

3' sio~er's}{~llinake an investigation of each applicant and shall issue 

4 a license if he finds the applicant is qualified in accordance with this 

5 "act. If the comlIlts,sioner does not so find, he shall, within 30 days 

6 after he has received such application, so notify the applicant and 

7' •at the request of the applicant, give the applicant a full hearing. 

8 •The'com~is'sioner shall issue or renew a license as may be applied 

9 for when he is satisfied that the person to be licensed­
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10 (a) Is competent and trustworthy and intends to act in good
 

11 faith in the capacity involved by the license'applied for,'
 

12 (b) Has a good business reputation and' ha~"'hade~perienbe,
 

13 training, or education so as to be qualified in thebu~iIiess for which
 

14 the license is applied for, and
 

15 (c) If a corporation, is a corporation incorporated under the
 

16 the laws of this State or a foreign corporation authorized to trans­


17 act business in this State.
 

1 6. Revocation and suspension of licenses. The commissioner may 

2 revoke or suspend the license of any premium finance oompany 

3 when and if after investigation the commissioner finds that 

4 (a) Any license issued to such company was obtained by fraud, 

5 (b) There was any misrepresentation in the application for the 

6 license, 

7 (c) The holder of such license has otherwise shown himself un­

8 trustworthy or incompetent to act as premium finance company, 

9 (d) Such company has violated any of the provisions of this act, 

10 or 

11 (e) Such company has been rebating part of the finance charge 

12 as allowed and permitted herein to any insurance agent or insur­

13 ance broker or any employee of an insurance agent or insurance 

14 broker or to any other persons as an inducement to the 'financing 

15 of any insurance policy with the premium finance company. 

16 Before the commissioner shall revoke, suspend or refuse to re­

17 new the license of any premium finance company~ he shall give 

18 to such person an opportunity to be fully heard and to introduce 

19 evidence in his behalf. In lieu of revoking, or suspending the 

20 license for any of the causes enumerated in this section, after 

21 hearing as herein provided, the commissioner may subject su(}h 

22 company to a penalty of not more than $200;00 for each offense 

23 when in his judgment he finds that the public interest would n'ot 

24 be harmed by the continued operation of such .. company. The 

25 amount of any such penalty 5hall be paid by such company to the 

26 commissioner for the use of the state. At any· hearing provided 

27 by this ,section, the commissioner shall have authority to administer 
. .~ 

28 oaths to witnesses. Any,one tostifying 'falllJoly, after having bee'n 
29 administered such oath, shalrbe subjeet'tothe penalty of perjury; 

80 A:n:y action of 'the oommi,••ioner in refusing to i'••ueor renew« 

31 license shall be subject to review in the Superior Court by a pro:.: 

32 ceeding in lieu of prerogative writ. 

1 7. Books and records. Every licensee shall mai~tain records bf 
2 its premium finance transaCtions which will "enable the: \~ommi~-: 

3 sioner to enforce full compliance'with this act and the s:aidre~rdtr 



4: sb.all be opel}., to e~a¢l;l.ation and investigation by the coDlll;l.is­

5 sion~:r. T:Qe cQm.rois.:!:iionex may, 'at any time, require any Licensee 

6 to Qtin~such records as he may direct to the commissioller's office 

7 for examin1ttion. 

8 Every licensee shall preserve its records of such premium finance 

9 transactions, including cards used in a card sy,stem for ,at least 3 

10 years after making the final entry in re,spect to any premium finance
 

11 agreement. The preservation of records in photographic form shall
 

12 constitute compliance with this requirement.
 

13 Each licensee shall on or before March 1 of each year file a re­


14 port with the commi~sioner giving such information as the com­


15 missioner may require concerning thEl licensee's business and oper­


16 ation during the preceding calendar ye,ar.
 

1 8. Power to make rules. The commissioner may make and en­

2 force such reasonable rules and reg1l1ations as may be necessary 

3 in making effective the provisions of this act, but such rules and 

4 regulations ,shall not be contrary to nor inconsistent with the pro­

5 visions of this act. 

1 9. Form of prenU11lp. finance agreemellt. A premium finanoe 

2 agreement shall-

a. (a) Be dated, signed by or on behalf of t~ in:;;ured, and the 

4: printed portion thereof shall be in at least 8-point type, 

5 (b.) Contain the name and place of business of the insurance 

6 agent or insurance broker negotiating the related insurance con­

7 tra,ct, the name and resi4ence or place of business of the insured 

8 as spe~ified by b.Ur;l, the name, and place of business of the premium 

9 fip.a:n,ce company to which payments are to be made, a description 

10 of the insurance contracts involved and the amount of the premium
 

11 t4ere£or; ~d
 

12 (0) Set forth the following itemS where applicable:
 

13 (1) the total amount of the premiums,
 

14 (2) the a+Uount of the down payment,
 

15 (3) the, principal ,balance (tb.e difference between items (1)
 

l~ and (2», Y
 

17 (4;) the ~Wlt of th.e finaIWe c.harg~, iIwluding tJ1.e addi­

18 tio»;al ~l;u1rge of $10.00., 

19. (5) t~ ba,laI}-oo pay~ble by the in~ured (S,UDiL of item~ (8) 

20 aAd (4), and 

21 (6) the, l;Ltmlber of i~t~;nt$.r~qQi~ed, the amoun.t of each 

22 installment expressed in dollar~, a.nd the due date or period 

23 the.reoJ;. 
24 (d) Contain a notice reading as follo,ws: Notice to Insured: (1) 

25 Read thi,s ag;reement before you. sigl;l" (2) Do :not sign this agre,e­
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26 ment if it contains blank spaee$, (3) You are entitle.d to ,~ oopy of 

27 this agreement at the time you ~ig:Q" (4) Ke,e;p your copy of this 

28 agreement to protect your legal rights,. 

29 The items set out in subsection (c) of this section need not be 

30 stated in the sequence or order in which they appear in such clause, 

31 and additional items may be included to explain the computations 

32 made in determining the amount to be paid by the insured. 

33 The licensee or the insurance agent or insurance broker shall 

34 deliver to the insured, or mail to him at his addre,ss shown in the 

35 agreement, a complete copy of the agreement. 

36 No premium finance agreement shall besign~d by an i«asured 

37 when it contains any blank spaces to be filled in after it has been 

38 signed except that if the insurance contract involved has not y~t 

39 been issued, the name of the insurer and the poliey number may 

40 be left blank and later inserted in the original agreement. 

41 No premium finance agreement shall contain a power of attorney 

42 to confess judgment in this State. 

1 10. Maximum finaace charge. .A. premium finanoo oompaony shall
 

2 not charge, contract for, receive, or collect a nJ;l:aJlce charge othflr
 

3 than as permitted by this act.
 

4 The finance charge shall be computed <m the balance ~f t4~ pre­


5 miums due (after subtracting the do","U payment made by the in­


6 sured in accordance with the premium finance agreement) froW
 

7 the effective date of the insurance coverage, for whieJl th~ premiurqs
 

8 are being advanced, to and including the date when the final wtaU­

9 ment of the premium finance agreenwnt is paya-ble.
 

10 The finance charge shall be computed at a maximum l'.ata of 12% 

11 per annum plus an additional charge of $10.00 per pl'ewum ~ee 

12 agreement which additional charge need not he reflUJ.<lad upp:r;t 

13 prepayment. However, any insured may prepay his preJnium 

14 finance agreement in full at any time before. due <late of the fiual 

15 installment and in such event the unearned finanee· charge s~ll be 

16 refunded. The amount of any such refund 'shall be calculated ~n 

17 accordance with the rule commonly ku.<rwin as the "R~le of 78" 

18 and shall represent at least as great a Pfoportio.Jjl of th~ tmance 
19 charge, if any, as the sum of the periodic halancesafter the mouth. 

20 in which prepayment is made bears to the SUllll of all periodic 

21 balances under the schedule of installments in the agreement. 
1 11. Statement of accounts; receipts. Upon the request Q~ ~ in­

2sured a premium finance company shall giv'e to the insu.red a writ­

3 ten statement of his aooount. No more than 2 such ~tatemellt$ sholl 

4 be required in any 12-mollth period. An insured shall 00 give.n 

5 a written receipt. for any payuJ.ent .m.ad6' ill e.ash. WllwBi tb.e. pr\mll1l;1iQ. 
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6 finailce agreement has been paid in full, the licensee shall, upon re­

7 quest of the insured, return to the insured the premium finance 

8 agreement marked paid or canceled. 

, ,1 12. Delinquency charges. A premium finance agreement may 

2 provide for the payment by the insured of ,a delinquency charge 

3 of $1.00 to a maximum of 5% of the delinquent installment, but 

4 not to exceed $5.00 on any installment which is in default for a 
6 period ·of 6 dayl or more. If the default relults in the Gancellation 

6 of any insurance oontract listed in the agreement, the agreement 

7 may provide for the payment by the insured of a cancellation 
8 charge; such charge shall be $5.00, less any delinquency charge 

9 on the installment in default. 

1 13. Cancellation of insurance contract upon default ­

2 (a) When a premium finance agreement contains ,a power of 

3 attorney enabling the premium finance company to cancel any in­

4 surance contract or contracts listed' in the agreement, the insur­

5 ance contract or contracts shall not be oanceled by the premium 

6 finance company unles,s 'such oancellation is effectuated in accord­


7 ance with this section.
 

S (b) Not less than 10 days' written notioeshall be mailed to the
 

9 insured of the intent of the premium finance company to cancel
 

9A the insurance contract unless the default is cured within such 10-day 

10 period. A copy of said notice shall also be sent to the insurance 

11 agent or insurance broker indicated on the premium finance agree­

12 inent; 

12A (c) After expiration of such 10-dayperiod, the, premium finance 

12B company may thereafter request in the name of the insured, can­

120 cellation of such insurance contract or contracts by mailing to the 

12n insurer a notice' of cancellation, and the insurance contract shall 

12E be canceled as if such notice of cancellation had been submitted 

12F by the insured himself, but without requiring the return of the 

12G insurance contract or contracts. The premium finance company 
12Hshall ,also mail a notice of cancellation to the insured at his last 

121 known address and to the insurance agent or insurance broker 

12J indicated on the premium finance agreement. 

12K (d) All statutory, reg-ulatory, and contractual restriotions pro­

12L viding that the insuranoe' contract may not be canceled unless 

13 notice is given to a governmental agency, mortgagee, or other third 

14 'party shall apply where cancellation is effected under the provi­

15 siom~ of this section. The insurer shall. give the prescribed notice 

16 in behalf of itself· or the insured to any governmental agency, 

17 mortgagee, or other third party on or before the second busine,ss 

18 day ,after the day itreoeives the notice of cancellation from the 
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19 premium finance company and shall determine the effective date 

20 of cancellation taking into consideration the number of days notice 

21 required to oomplete the cancellation. 

1 14. Application of unearned premiums. (a) Whenever a financed 

2 insurance contract is canceled, the insurer on notice of such financ­

3 ing shall return whatever gross unearned premiums are due under 

4 the insurance contract to the premium finance company for the 

5 account of the insured or insureds. 

6 (b) In the event that the crediting of return premiums to the 

7 account of the insured results in a surplus over the amount due 

8 from the insured, the premium finance company shall refund such 

9 excess to the insured provided that no such refund shall be required 

10 if it amounts to less than $1.00. 

1 15. Exemption from any filing requirements. No filing' of the 

2 premium finanoe agreement shall be necessary to perfect the va­

3 lidity of such agreement as a secured transaction as against cred­

4 itors, subsequent purchasers, pledgees, encumbrancers, successors, 

5 or aSSIgns. 

1 16. Severability. If any provision of this act is held invalid, the 

2 invalidity thereof shall not affect other provisions of the act which 

3 can he given effect without the invalid provision and to this end 

4 the provisions of this act are severable. 

1 17. Effective date. This act shall take effect on the sixtieth day 

2 after the date of enactment. 



SENATE COMMITTEE AMENDMENTS TO 

SENATE, No. 500 
• 

STATE OF NEW JERSEY
 
• 

ADOPTED MAY 6, 1968 

Amend page 1, section 3, lines 5 and 6, delete "savings and loan 

association ", insert "State associations and Federal associations, as 

defined in P. L. 1963, chapter 144, section 5 (C. 17 :12B-5) ". 

Amend page 3, section 6, line 8, after "company,", insert "or". 

Amend page 3, section 6, line 9, omit the comma insert a period. 

Amend page 3, section 6, lines 10 to 15, omit. 



[OFFICIAL COpy REPRINT] 

SENATE, No. 500 

STATE OF NEW JERSEY
 

INTRODUCED MARCH 11, 1968 

By Senators TANZMAN and STOUT 

Referred to Committee on Banking and Insurance 

AN ACT to provide for the licensing and regulation of insurance 

premium finance companies, and supplementing Title 17 of the 

Revised Statutes. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Short title. This act shall be known and may be cited as the 

2 "Insurance Premium Finance Company Act." 

1 2. Definitions. For the purposes of this aet ­

2 (a) "Insurance premium finance company" means a person en­

3 gaged in the business of entering into insurance premium finance 

4 agreements. 

5 (b)" Insurance premium finance agreement" means an agree­

6 ment by which an insured or prospective insured promises to pay 

7 to a premium finance company the amount advanced or to be ad­

8 v:anced under the agreement to an insurer or to an insurance agent 

8A or insurance broker in payment of premiums on an insurance con­

9 tract together with a finance charge as authorized and limited by 

10 this act.
 

11 (c) "Licensee" means an insurance premium finance company
 

12 holding a license issued by the commissioner under this act.
 

1 3. Application. The provisions of this act shall not apply with 

2 respect to: 

3 (a) Any insurance company authorized to do business m the 

4 State of New Jersey, 

5 (b) Any safe deposit company, provident loan association, *[sav­

6 ings and loan association]* *State associations and Federal associa­

6A tions, as defined in P. L. 1963, chapter 144, section 5 (C. 17:12B-5r, 
7 sales finance company, motor vehicle installment seller, bank, sav­

8 ings bank, national banking association, small loan business, loan 

9 company or credit union authorized to do business in the State of 

9A New Jersey, 
EXPLANATION-Matter enclosed in bold·faced brackets [thus] in the above bill 

is not enacted and is intended to be omitted in the law. 



2

10 (c) The inclusion of a charge for insurance in connection with

11 an installment sale of a motor vehicle or other goods made in ac­

12 cordance with the New Jersey Retail Installment Sales Act of 1960,

13 (d) The financing of insurance premiums in New Jersey in ac­

14 cordance with the provisions of RevisedStututes 31 :1-1 relating

15 to legal interest rate.

1 4. Licenses. No person shall engage in the business of financing

2 insurance premiums in this State without first having obtained a

3 license as a premium finance company from the Commissioner of

4 Banking and Insurance. Any person who shall engage in the busi­

5 ness of financing insurance premiums in this State without obtain­

6 inga license as provided hereunder shall, upon conviction as

7 provided in Revised Statutes 17 :32-2, be subject to a fine of not

8 more than $200.00.

9 The annual license fee shall be $100.00. Licenses may be renewed

9A from year to year as of January 1 of each year upon payment

9B of the fee of $100.00. The fee for said license shall be paid to the

90 commissioner for the use of the State. No portion of the license

9D fee shall be refunded if the license is surrendered by the licensee

9E or suspended or revoked by the 00mmissioner.

9F Before any licensee changes his address he shall return his

9G license to the commissioner who shall indorse the license indicating

10 the change.

11 The person to whom the license or the renewal thereof may be

12 issued shall file sworn answers, subject to the penalties of perjury,

13 to such interrogatories as the commissioner may require. The

14 commissioner shall have authority, at any time, to require the

15 applicant fully to disclose the identity of all stockholders, partners,

16 officers and employees, and he may, in his discretion, refuse to

17 issue or renew a license in the name of any firm, partnership, or

18 corporation if he is not satisfied that any officer, employee, stock­

19 holder, or partner thereof who may materially influence the appli­

20 cant's conduct meets the standards of this act.

1 5. Action by commissioner on application. Upon the filing of

2 an application and the payment of the license fee the commis­

3 sioner shall make an investigation of each applicant and shall issue

4 a license if he finds the applicant is qualified in accordance with this

5 act. If the commissioner does not so find, he shall, within 30 days

6 after he has received such application, so notify the applic,ant and

7 at the request of the applicant, give the applicant a full hearing.

8 The commissioner shall issue or renew a license as may be applied

9 for when he is satisfied that the person to be licensed-
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10 (a) Is competent and trustworthy and intends to act in good
 

11 faith in the oapacity involved by the license applied for,
 

12 (b) Has a good business reputation and has had experience,
 

13 training, or education so as to be qualified in the business for which
 

14 the license is applied for, and
 

15 (c) If a corporation, is a corporation incorporated under the
 

16 the laws of this State or a foreign corporation authorized to trans­


17 act business in this State.
 

1 6. Revocation and suspension of licenses. The commissioner may
 

2 revoke or suspend the license of any premium finance company
 

3 when and if after investigation the commissioner finds that
 

4 (a) Any license issued to such eompany was obtained by fraud,
 

5 (b) There was any misrepresentation in the application for the
 

6 license,
 

7 (c) The holder of such license has otherwise shown himself un­


8 trustworthy or incompetent to act as premium finance company,
 

8A "'or'"
 

9 (d) such company has violated any of the provisions of this
 

10 act"'[, or 

11 (e) Such company has been rebating part of the finance charge 

12 as allowed and permitted herein to any insurance agent or insur­

13 ance broker or any employee of an insurance agent or insurance 

14 broker or to any other persons as an inducement to the financing 

15 of any insurance policy with the premium finance company]*. 

16 Before the commissioner shall revoke, suspend or refuse to re­

17 new the license of any premium finance company, he shall give 

18 to such person an opportunity to be fully heard and to introduce 

19 evidence in his behalf. In lieu of revoking or suspending the 

20 license for any of the causes enumerated in this section, after 

21 hearing as herein provided, the commissioner may subject such 

22 company toa penalty of not more than $200.00 for each offense 

23 when in his judgment he finds that the public interest would not 

24 be harmed by the continued operation of such company. The 

25 amount of any such penalty shall be paid by such company to the 

26 commissioner for the use of the State. At any hearing provided 

27 by this section, the commissioner shall have authority to administer 

28 oaths to witnesses. Anyone testifying falsely, after having been 

29 administered such oath, shall be subject to the penalty of perjury. 

30 Any action of the commissioner in refusing to issue or renew a 

31 license shall be subject to review in the Superior Court by a pro­

32 ceeding in lieu of prerogative writ. 

1 7. Books and records. Every licensee shall maintain records of 

2 its premium finance transactions which will enable the commis­

3 sioner to enforce full compliance with this act and the said records 
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4 shall be open to examination and investigation by the commlS­

5 sioner. The commissioner may, at any time, require any licensee 

6 to bring such records as he may direct to the commissioner's office 

7 for examination. 

S Every licensee shall preserve its records of such premium finance 

9 transactions, including cards used in a card system for at least 3 

10 years after making the final entry in respect to any premium finance 

11 agreement. The preservation of records in photographic form shall 

12 constitute compliance with this requirement. 

13 Each licensee shall on or before March 1 of each year file a re­

14 port with the commissioner giving such information as the com­

15 missioner may require concerning the licensee's business and oper­

16 ation during the preceding calendar year. 

1 8. Power to make rules. The commissioner may make and en­

2 force such reasonable rules and regulations as may be necessary 

3 in making effective the provisions of this act, but such rules and 

4 regulations shall not be contrary to nor inconsistent with the pro­

5 visions of this act. 

1 9. Form of premium finance agreement. A premIUm finance 

2 agreement shall­

3 (a) Be dated, signed by or on behalf of the insured, and the 

4 printed portion thereof shall be in at least 8-point type, 

5 (b) Contain the name and place of business of the insurance 

6 ,agent or insurance broker negotiating the related insurance con­

7 tract, the name and residence or place of business of the insured 

8 as specified by him, the name and place of business of the premium 

9 finance company to which payments are to be made, a description 

10 of the insurance contracts involved and the amount of the premium 

11 therefor; and 

12 (c) Set forth the following items where applicable: 

13 (1) the total amount of the premiums, 

14 (2) the amount of the down payment, 

15 (3) the principal balance (the difference between items (1) 

16 and (2», 

17 (4) the amount of the finance charge, including the addi­

18 tional charge of $10.00, 

19 (5) the balance payable by the insured (sum of items (3) 

20 and (4», and 

21 (6) the number of installments required, the amount of each 

22 installment expressed in dollars, and the due date or period 

23 thereof. 

24 (d) Contain a notice reading as follows: Notice to Insured: (1) 

2'5 Read this agreement before you sign, (2) Do not sign this agree­
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26 ment if it contains blank spaces, (3) You are entitled to a copy of 

27 this agreement at the time you sign, (4) Keep your copy of this 

28 agreement to protect your legal rights. 

29 The items set out in subsection (c) of this section need not be 

30 stated in the sequence or order in which they appear in such clause, 

31 and additional items may be included to explain the computations 

32 made in determining the amount to be paid by the insured. 

33 The licensee or the insurance agent or insurance broker shall 

34 deliver to the insured, or mail to him at his address shown in the 

35 agreement, a complete copy of the agreement. 

36 No premium finance agreement shall be signed by an insured 

37 when it contains any blank spaces to be filled in after it has been 

38 signed except that if the insurance contract involved has not yet 

39 been issued, the name of the insurer and the policy number may 

40 be left blank and later inserted in the original agreement. 

41 No premium finance agreement shall contain a power of attorney 

42 to confess judgment in this State. 

1 10. Maximum finance charge. A premium finance company shall
 

2 not charge, contract for, receive, or collect a finance charge other
 

3 than as permitted by this act.
 

4 The finance charge shall be computed on the balance of the pre­


5 miums due (after subtracting the down payment made by the in­


6 sured in accordance with the premium finance agreement) from
 

7 the effective date of the insurance coverage, for which the premiums
 

8 are being advanced, to and including the date when the final install­


9 ment of the premium finance agreement is payable.
 

10 The finance charge shall be computed at a maximum rate of 12% 

11 per annum plus an additional charge of $10.00 per premium finance 

12 agreement which additional charge need not be refunded upon 

13 prepayment. However, any insured may prepay his premium 

14 finance agreement in full at any time before due date of the final 

15 installment and in such event the unearned finance charge shall be 

16 refunded. The amount of any such refund shall be calculated in 

17 accordance with the rule commonly known as the "Rule of 78" 

18 and shall represent at least as great a proportion of the finance 

19 charge, if any, as the sum of the periodic balances after the month 

20 in which prepayment is made bears to the sum of all periodic 

21 balances under the schedule of installments in the agreement. 

1 11. Statement of accounts; receipts. Upon the request 'of an in­

2 sured a premium finance company shall give to the insured a writ­

3 ten statement of his account. No more than 2 such statements shall 

4 be required in any 12-month period. An insured shall be given 

5 a written receipt for any payment made in cash. When the premium 
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6 finance agreement has been paid in full, the licensee shall,. upon re~ 

7 quest of the insured, return to the insured the premium finance 

8 agreement marked paid or canceled. 

1 12. Delinquency charges. A premium finance agreement may 

2 provide for the payment by the insured ofa delinquency charge 

3 of $1.00 to a maximum of 5% of the delinquent installment but 

4 not to exceed $5.00 on anv installment which is in default for a 

5 period of 5 days or more. If the default results in the cancellation 

6 of any insurance contract listed in the agreement, the agreement 

7 may provide for the payment by the insured of a cancellation 

8 charge; such charge shall be $5.00, less any delinquency charge 

9 on the installment in default. 

1 13. Cancellation of insurance contract upon default­

2 (a) ·When a premium finance agreement contains a power of 

3 attorney enabling the premium finance company to cancel any in­

4 surance contract or contracts listed in the agreement, the insur­

5 ance contract or contracts shall not be (janceled by the premium 

6 finance company unless such cancellation is effectuated in accord­

7 ance with this section. 

8 (b) Not less than 10 days' written notice shall be mailed to the 

9 insured of the intent of the premium finance company to cancel 

9A the insurance contract unless the default is cured within such 10-day 

10 period. A copy of said notice shall also be sent to the insurance 

11 agent or insurance broker indicated on the premium finance agree­

12 ment. 

12A (c) After expiration of such 10-day period, the premium finance 

12B company may thereafter request in the name of the insured, can­

120 cellation of such insurance contract or contracts by mailing to the 

12D insurer a notice of cancellation, and the insurance contract shall 

12E be canceled as if such notice of cancellation had been submitted 

12F by the insured himself, but without requiring the return of the 

12G insurance contract or contracts. The premium finance company 

12Hshall also mail a notice ·of cancellation to the insured at his last 

121 known address and to the insurance agent or insurance broker 

12J indicated on the premium finance agreement. 

12K (d) All statutory, regulatory, and contractual restrictions pro­

12L viding that the insurance contract may not be canceled unless 

13 notice is given to a governmental agency, mortgagee, or other third 

14 party shall apply where cancellation is effected under the provi­

15 sions of this section. The insurer shall give the prescribed notice 

16 in behalf of itself or the insured to any governmental agency, 

17 mortgagee, or other third party on or before the second business 

18 day after the day it receives the notice of cancellation from the 





SENATE AMENDMENTS TO 

SENATE, No. 500 
[OFFICIAL COpy REPRINT] 

STATE OF NEW JERSEY
 
ADOPTED MAY 13, 1968 

Amend page 1, section 2, line 4, after "agreements", insert "or 

acquiring premium finance agreements from insurance agents or in­

surance brokers' '. 

Amend page 1, section 2, line 7, after "company", insert "either 

directly or indirectly". 

Amend page 1, section 2, line 8, after "agreement", insert "by said 

premium finance company". 

Amend page 1, section 3, line 5 to 9A, omit lines 5 through 9A in their 

entirety. 

Amend pag'e 2, section 3, line 10, omit" (c) ", insert" (b) ". 

Amend page 2, section 3, line 13, omit" (d) ", insert" (c) ". 

Amend page 2, section 4, line 4, after "Insurance", insert ", except 

that any State or national bank authorized to do business in this State 

shall be authorized to transact business as a premium finance company, 

subject to all of the provisions of this act, except that it shall not he 

required to obtain a license or pay a license fee hereunder". 

Amend page 2, section 4, line 7, omit "] 7 :~2-2", insert" 17 :33-2". 

Amend page 2, section 4, line 9, omit "$100.00", insert "$200.00 for 

each office". 

Amend page 2, section 4, line gB, omit "$100.00", insert "$200.00". 

Amend page 4, section 7, line 5, after "sioner. ", insert "The commis­

sioner shall have the power to make such examination of the books, 

records and accounts of any licensee as he shall deem necessary. The 

expenses incurred in making any such examination shall be accessed 

against and paid by the licensee so examined.' '. 

Amend page 4, section 7, line 13, omit "March", insert "February". 

Amend page 5, section 10, line 4, after "computed", insert", using 

the actuarial method". 

Amend page 6, section 12, line 5, omit "5", insert "10". 

Amend page 6, section 13, line 12J, after "agreement.", insert "The 

effective date of such cancellation shall not be earlier than 3 days after 

the date of mailing of such notice to the insured and to the insurance 

agent or insurance broker.' '. 



[SECOND OFFICIAL COpy REPRINT] 

SENATE, No. 500 

STATE OF NEW JERSEY
 

INTRODUCED MARCH 11, 1968 

By Senators TANZMAN and STOUT 

Referred to Committee on Banking and Insurance 

AN ACT to provide for the licensing and regulation of insurance 

premium finance companies, and supplementing Title 17 of the 

Revised Statutes. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Short title. This act shall be known and may be cited as the 

2 "Insurance Premium Finance Company Act." 

1 2. Definitions. For the purposes of this act­

2 (a) "Insurance premium finance company" means a person en­

3 gaged in the business of entering into insurance premium finance 

4 agreements ** or acqniring premium finance agreements from in­

5 snrance agents or ins'urance brokers**. 

6 (b)" Insurance premium finance agreement" means an agree­

7 ment by which an insured or prospective insured promises to pay 

8 to a premium finance company **either directly or indirectly** 

9 the amount advanced or to be advanced under the agreement ** by 

10 said preminm finance company** to an insurer or to an insurancc 

11 agent or insurance broker in payment of premiums on an insurance 

12 contract together with a finance charge as authorized and limited 

13 by this act. 

14 (c) "Licensee" means an insurance premium finance company 

15 holding a license issued by the commissioner under this act. 

1 3. Application. The provisions of this act shall not apply with 

2 respect to: 

3 (a)	 Any insurance company authorized to do business in the 

4 State of New Jersey, 

5 U[(b) Any safe deposit company, provident loan association, 

6 *[savings and loan association]~' *State associations and Federal 

7 associations, as defined in P. L. 1963, chapter 144, section S (C. 

8 17:12B-S)*, sales finance company, motor vehicle installmcnt seller, 
EXPLANATION-Matter	 enclosed in bold-faeed brackets [thus] in the above bill 

is not enllcted and is intended to be omitted in the law. 
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9 bank, savings bank, national banking association, small loan busi­

10 ness, loan company or credit union authorized to do business in the 

11 State of New Jersey,]** 

12 "*[(c)]*'~ **(b)** The inclusion of a charge for insurance in 

13 connection with an installment sale of a motor vehicle or other 

14 goods made in accordance with the New Jersey Retail Installment 

15 Sales Act of 1960, 

16 **[(d)]** **(c)** The financing of insurance premiums in New 

17 Jersey in accordance with the provisions of Revised Statutes 31 :1-1 

18 relating to legal interest rate. 

1 4. Licenses. No person shall engage in the business of financing 

2 insurance premiums in this State without first having obtained a 

3 license as a premium finance company from the Commissioner of 

4 Banking and Insurance*~') except that any State or national bank 

5 authorized to do business in this State shall be authorized to trans­

6 act business as a premium finance company, subject to all of the 

7 provisions of this act, except that it shall not be required to obtain 

8 a license or pay a license fee hereunder**. Any person who shall 

9 engage in the business of financing insurance premiums in this State 

10 without obtaining a license as provided hereunder shall, upon con­

11 viction as provided in Revised Statutes ~'*[17 :32-2]** **17 :32-2""*, 

12 be subject to a fine of not more than $200.00. 

13 The annual license fee shall be ~'*[$100.00]*'~ **$200.00 for each 

14 office**. Licenses may be renewed from year to year as of January 

15 1 of each year upon payment of the fee of **[$100.00]** 

16 **$200.00**. The fee for said license shall be paid to the commis­

17 sioner for the use of the State. No portion of the license fee shall be 

18 refunded if the license is surrendered by the licensee or suspended 

19 or revoked by the commissioner. 

20 Before any licensee changes his address he shall return his license 

21 to the commissioner who shall indorse the license indicating the 

22 change. 

23 The person to whom the license or the renewal thereof may be 

24 issued shall file sworn answers, subject to the penalties of perjury, 

25 to such interrogatories as the commissioner may require. The com­

26 missioner shall have authority, at any time, to require the applicant 

27 fully to disclose the identity of all stockholders, partners, officers 

28 and employees, and he may, in his discretion, refuse to issue or 

29 renew a license in the name of any firm, partnership, or corporation 

30 if he is not satisfied that any officer, employee, stockholder, or 

31 partner thereof who may materially influence the applicant's con­

32 duct meets the standards of this act. 
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1 5. Action by commissioner on application. Upon the filing of 

2 an application and the payment of the license fee the commis­

3 sioner shall make an investigation of each applicant and shall issue 

4 a license if he finds the applicant is qualified in accordance with this 

5 act. If the commissioner does not so find, he shall, within 30 days 

6 after he has received such application, so notify the applicant and 

7 at the request of the applicant, give the applicant a full hearing. 

8 The commissioner shall issue or renew a license as may be applied 

9 for when he is satisfied that the person to be licensed­

10 (a) Is competent and trustworthy and intends to act in good
 

11 faith in the capacity involved by the license applied for,
 

12 (b) Has a good business reputation and has had experience,
 

13 training, or education so as to be qualified in the business for which
 

14 the license is applied for, and
 

15 (c) If a corporation, is a corporation incorporated under the
 

16 the laws of this State or a foreign corporation authorized to trans­


17 aot business in this State.
 

1 6. Revocation and suspension of licenses. The commissioner may
 

2 revoke or suspend the license of any premium finance company
 

3 when and if after investigation the commissioner finds that
 

4 (a) Any license issued to such company was obtained by fraud,
 

5 (b) There was any misrepresentation in the application for the
 

6 license,
 

7 (c) The holder of such license bas otherwise shown himself un­


8 trustworthy or incompetent to act as premium finance company,
 

8A ·or*
 

9 (d) such company has violated any of the provisions of this
 

10 act*[, or 

11 (e) Such company has been rebating part of the finance charge 

12 as allowed and permitted herein to any insurance agent or insur­

13 ance broker or any employee of an insurance agent or insurance 

14 broker or to any other persons as an inducement to the financing 

15 of any insurance policy with the premium finance company]~. 

16 Before the commissioner shall revoke, suspend or refuse to re­

17 new the license of any premium finance company, he shall give 

18 to such person an opportunity to be fully heard and to introduce 

19 evidence in his behalf. In lieu of revoking or suspending the 

20 license for any of the causes enumerated in this section, after 

21 hearing as herein provided, the commissioner may subject such 

22 company to a penalty of not more than $200.00 for each offense 

23 when in his judgment he finds that the public interest would not 

24 be harmed by the continued operation of such company. The 

25 amount of any such penalty shall be paid by such company to the 
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26 commissioner for the use of the State. At any hearing provided 

27 by this section, the commissioner shall have authority to administer 

28 oaths to witnesses. Anyone testifying falsely, after having been 

29 administered such oath, shall be subject to the penalty of perjury. 

30 Any action of the commissioner in refusing to issue or renew a 

31 license shall be .subject to review in the Superior Court by a pro­

32 ceeding in lieu of prerogative writ. 

1 7. Books and records. Every licensee shall maintain records of 

2 its premium finance transactions which will enable the commis­

3 sioner to enforce full compliance with this act and the said records 

4 shall be open to examination and investigation by the commis­

5 sioner. **The commissioner shall have the power to rnake such 

6 exa'mination of the books, records and accounts of any licensee as 

7 he shall dee'm necessary. The expenses incurred in making any such 

7A examination shall be accessed against and paid by the licensee so 

7B examined.** The commissioner may, at any time, require any 

7c licensee to bring such records as he may direct to the commis­

7D sioner's office for examination. 

S Every licensee shall preserve its records of such premium finance 

9 transactions, including cards used in a card system for at least 3 

10 years after making the final entry in respect to any premium finance 

11 agreement. The preservation of records in photographic form shall 

12 constitute compliance with this requirement. 

13 Each licensee shall on or before **[.March]** **February** 1 of 

14 each year file a report with the commissioner giving such informa­

15 tion as the commissioner may require concerning the licensee's 

16 business and operation during the preceding calendar year. 

1 8. Power to make rules. The commissioner may make and en­

2 force such reasonable rules and regulations as may be necessary 

3 in making effective the provisions of this act, but such rules and 

4 regulations shall not be contrary to nor inconsistent with the pro­

5 visions of this act. 

1 9. Form of premium finance agreement. A premium finance 

2 agreement shall ­

3 (a) Be dated, signed by or on behalf of the insured, and the 

4 printed portion thereof shall be in at least 8-point type, 

5 (b) Contain the name and place of business of the insurance 

6 agent or insurance broker negotiating the related insurance con­

7 tract, the name and residence or place of business of the insured 

8 as specified by him, the name and place of business of the premium 

9 finance company to which payments are to be made, a description 

10 of the insurance contracts involved and the amount of the premium 

11 therefor; and 
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12 (c) Set forth the following items where applicable: 

13 (1) the total amount of the premiums, 

14 (2) the amount of the down payment, 

15 (3) the principal balance (the difference between items (1) 

16 and (2», 

17 (4) the amount of the finance charge, including the addi­

18 tional charge of $10.00, 

19 (5) the balance payable by the insured (sum of items (3) 

20 and (4», and 

21 (6) the number of installments required, the amount of each 

22 installment expressed in dollars, and the due date or period 

23 thereof. 

24 (d) Contain a notice reading as follows: Notice to Insured: (1) 

25 Read this agreement before you sign, (2) Do not sign this agree­

26 ment if it contains blank spaces, (3) You are entitled to ,a copy of 

27 this agreement at the time you sign, (4) Keep your copy of this 

28 agreement to protect your legal rights. 

29 The items set out in subsection (c) of this section need not be 

30 stated in the sequence or order in which they appear in such clause, 

31 and additional items may be included to explain the computations 

32 made in determining the amount to be paid by the insured. 

33 The licensee or the insurance agent or insurance broker shall 

34 deliver to the insured, or mail to him at his address shown in the 

35 agreement,a complete copy of the agreement. 

36 No premium finance agreement shall be signed by an insured 

37 when it 00ntains any blank spaces to be filled in after it has been 

38 signed except that if the insurance contract involved has not yet 

39 been issued, the name of the insurer and the policy number may 

40 be left blank and later inserted in tIle original agreement. 

41 No premium finance agreement shall contain a power of attorney 

42 to confess judgment in this State. 

1 10. Maximum finance charge. A premium finance company shall 

2 not charge, contract for, receive, or collect a finance charge other 

3 than as permitted by this act. 

4 The finance charge shall be computed**, 1/s'ing the actuarial 

5 methodU on the balance of the preminums due (after subtracting 

6 the down payment made by the insured in accordance with the 

7 premium finance agreement) from the effective date of the in­

8 surance coverage, for which the premiums are being advanced, to 

9 and including the date when the final installment of the premium 

9A finance agreement is payable. 

10 The finance charge shall be computed at a maximum rate of 12% 

11 per annum plus an additional charge of $10.00 per premium finance 
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12 agreement which additional charge need not be refunded upon 

13 prepayment. However, any insured may prepay his premium 

14 finance agreement in full at any time before due date of the final 

15 installment and in such event the unearned finance charge shall be 

16 refunded. The amount of any such refund shall be calculated in 

17 accordance with the rule commonly known as the "Rule of 78" 

18 and shall represent at least as great a proportion of the finance 

19 charge, if any, as the sum of the periodic balances after the month 

20 in which prepayment is made bears to the sum of all periodic 

21 balances under the schedule of installments in the agreement. 

1 11. Statement of accounts; receipts. Upon the request of an in­

2 sured a premium finance company shall give to the insured a writ ­

3 ten statement of his account. No more than 2 such statements shall 

4 be required in any 12-month period. An insured shall be given 

5 a written receipt for any payment made in oash. When the premium 

6 finance agreement has been paid in full, the licensee shall, upon re­

7 quest of the insured, return to the insured the premium finance 

8 agreement marked paid or canceled. 

1 12. Delinquency charges. A premium finance agreement may 

2 provide for the payment by the insured of a delinquency charge 

3 of $1.00 to a maximum of 5% of the delinquent installment but 

4 not to exceed $5.00 on any installment which is in default for a 

5 period of **[5]** **10** days or more. If the default results in th~ 

6 cancellation of any insurance contract listed in the agreement, the 

7 agreement may provide for the payment by the insured of a can­

8 cellation charge; such charge shall be $5.00, less any delinquency 

9 charge on the installment in default. 

1 13. Cancellation of insurance contract upon default ­

2 (a) When a premium finance agreement contains a power of 

3 attorney enabling the premium finance company to cancel any in­

4 surance contract or contracts listed in the agreement, the insur­

5 ance contract or contracts shall not be canceled by the premium 

6 finance company unless such cancellation is effectuated in accord­

7 ance with this section. 

8 (b) Not less than 10 days' written notice shall be mailed to the 

9 insured of the intent of the premium finance company to cancel 

9A the insurance contract unless the default is cured within such 10-day 

10 period. A copy of said notice shall also be sent to the insurance
 

11 agent or insurance broker indicated on the premium finance agree­


12 ment.
 

12A (c) After expiration of such 10-day period, the premium finance
 

12B company may thereafter request in the name of the insured, can­


120 cellation of such insurance contract or contracts by mailing to the
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12n insurer a notice of cancellation, and the insurance contract shall 

12E be canceled as if such notice of cancellation had been submitted 

12F by the insured himself, but without requiring the return of the 

12G insurance contract or contracts. The premium finance company 

12H shall also mail a notice of cancellation to the insured at his last 

12r known addres's and to the insurance agent or insurance broker 

12J indicated on the premium finance agreement. *'Y,The effective date 

12K of such cancellation shall not be ea1'lier than 3 days after the date of 

12L mailing of such notice to the insured and to the insurance agent or 

12M insurance broker:u 

12N (d) All statutory, regulatory, and contractual restrictions pro­

120 viding that the insurance contract may not be canceled unless 

13 notice is given to a governmental agency, mortgagee, or other third 

14 party shall apply where cancellation is effected under the provi­

15 sions of this section. The insurer shall give the prescribed notice 

16 in behalf of itself or the insured to any governmental agency, 

17 mortgagee, or other third party on or before the second business 

18 day after the day it receives the notice of cancellation from the 

19 premium finance company and shall determine the effective date 

20 of cancellation taking into consideration the number of days notice 

21 required to oomplete the cancellation. 

1 14. Application of unearned premiums. (a) Whenever a financed 

2 insurance oontract is canceled, the insurer on notice of such financ­

3 ing shall return whatever gross unearned premiums are due under 

4 the insurance contract to the premium finance company for the 

5 account of the insured or insureds. 

6 (b) In the event that the crediting of return premiums to the 

7 account of the insured results in a surplus over the amount due 

8 from the insured, the premium finance company shall refund such 

9 excess to the insured provided that no such refund shall be required 

10 if it amounts to less than $1.00. 

1 15. Exemption from any filing requirements. No filing of the 

2 premium finance agreement shall be necessary to perfect the va­

3 lidity of such agreement as a secured transaction as against cred­

4 itors, subsequent purchasers, pledgees, encumbrancers, successors, 

5 or assigns. 

1 16. Severability. If any provision of this act is held invalid, the 

2 invalidity thereof shall not affect other provisions of the act which 

3 can be given effect without the invalid provision and to this end 

4 the provisions of this act are severable. 

1 17. Effe,ctive date. This act shall take effect on the sixtieth day 

2 after the date of enactment. 
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ASSEMBLY COMMrrTEE AMENDMENTS TO 

SENATE, No. 500 
[SECOND OFFICIAL COpy REPRINT] 

STATE OF NEW JERSEY 
• 

ADOPTED MAY 27, 1968 

Amend page 1, section 3, after line 4, insert a paragraph as follows: 

" (b) State associations and Federal associations, as defined in P. L. 

1963, chapter 144, section 5 (C. 17 :12B-5). ". 

Amend page 2, section 3, line 12, omit" (b)", reinsert" (c)". 

Amend page 2, section 3, line 16, omit" (c)", reinsert" (d)". 

Amend page 2, section 4, line 11, correct printing error to read 

"17 :33-2". 

Amend page 4, section 7, line 7A, omit" accessed", insert" assessed". 



ASSEMBLY AMENDMENT TO 

SENATE, No. 500 
[SECOND OFFICIAL COpy REPRINT] 

• 

STATE OF NEW JERSEY
 

ADOPTED JUNE 13, 1968 

Amend page 2, section 3, lines 12-15, omit and insert: 

" (c) The inclusion or deduction of a charge for insurance in accord­

ance with the provisions of chapter 10 of Title 17 of the Revised Stat­

utes relating to small loans or the inclusion of a charge for insurance 

in connection with an installment sale of a motor vehicle or other goods 

made in accordance with the New Jersey Retail Installment Hales Act 

of 1960,". 
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!'t'ASSEMBLY, No. 8'40 
,,:', ; 

STATE: OF" NEW JERSEY 
, ',. i . I I . I!'. 'J II j 

"j I ji' 

INTRODUCED, MAY 25, 1966 
. , 

I:; : By Assembiymen WEGNER, A~"S. SMITHanrl TANZMAN, 'J: 

1 \ ••', 

Referred to Committee on Revision and Amendment of Laws 
. :;; 1 1 , I . • : I :: l! I ". 'o' ; f' r; ~ ~ I . •,I ' 

,AN, AOT to 'provide for the licensing and regulation of insuranoe premium ft­

'; d':, nance companies, and' supplementing ~1'The Banking Act of 1948," ,approved 

I Ii";, :April 29,'1948 '(P.:L.: 1948, c. 67)~ I, 

~ ~ " r • : i! .; . . :, ,. I .... • I .;:: I';' !. ~ 1, l : ' . : l . I ': r f',' , 

'1 BE IT ENACTED by the Senate and General Assembly'of ike State of New 
, ., I, ; " .1 (.' 
2Je"sey: 

" 

I i I .\ r ' : " :. ' , ) , ' 1,' r f, t : ,': ;: " , ! ,,: 1; ­
1 1. Short title. This act shall be known and may be cited as the 'Hnsur­

" , \ • , : i ' ~: I ',I' .: . : i! . ~ I,i ,:. 1 i I { ;... (. • r ! ) j : . ,; i I .' l i ~ 

2 ance Premium Finance Company Act." 
.f ,I \ ,I' l' ~.' '.:~ J \,1 .:l ~ I", ~! : t \iii ~ 

1 2. Definitions. For the purposes of this act--­
t:·, . i ; \', ' f : I I I .~:I I' 

2 (a) "Insurance premium finance company" means a person engaged in 
I , I . , (~ 

3 the business of entering into insurance premium finance agreements• ...., 

4: (b) ""Premium finance '~greement" ~eans an agr~ement by lVhichan 

5 insured or prospective insured promises to pay to a premium finance com­
j f' , .' • : ' • 1 • ' f' l \ • I ' f j \ ~ : 1 • • I '-; ~: \ 

6 pany the amount advanced or to b, advanced under the agreem~nt to an 
.' r ',; ~. • 1 J,. .", : ; , . 1~ , j ! \" " ' :, '; {,' :., ; (:. • 'I "; " ,: :', I!'; f) ;, ' .! !!: .i : ", t 

7 insurer or to an insurance agent or insurance broker in payment of pre­
, .,. , I . ~ 

(~ . \. :. I :' I ' I I I ' .. ' J 'I' I ; ~, 'J . ,I; , I 1 I. : ' .', . i 

8 miums on an insurance contract' together with' a 'service oharge as author­
,I '. . i I . . . i I I l ,I (~ ; "I; I 'i; ; I ! " : ' I I r ,I It ! j !! ). \I I ) :! i /' ~,' ( \ I.:; i ~ I t Ii 

, 9 ized and limited by this act. 
o I : . : , ;; \ • r 1 . 1 " f • I I'\ ~ ~ I \ ' f , ,; ~ 

10 (0) "Licensee" meant an in.uranee premium tinanee oompany holding a 
~ " ;. f '\ .' '; i' ~ ) : ,; .: 1 , t \ ':', ;.' ~.; ',', : ': /)'! • I; " i ~ , I . ) I' r 
11 license issued by the commissioner under this act. 

• :. I ~ ...-: ". ; -, : \ i : ) • I I :} ~ . : ;"',: " : I !; ;, i . l l i !. I) • ~ ; 1 i I I J . I" ':- i 1 f ••• : (.~ I 
1 , 3. Application. The provisions of this act shall not apply' with respect to: 

'~';[' :;':1 ','iii-:: j )1:·'" ,"::1 i (" (.'/ ';'."J') i~rt '(I)';; f:"1 in ,·i')~':ll:! ~:! 

(a) any insurance company authorized to do business in the State of 
,bJ\ ~Jdt '10 idl'l<tIIUHh: ')jlt~h!111l l'"nllflo·) U~ 

\, 3 New Jersey, i,'.' ' l~, 

"llni:i:<:';'il: Iii; '!.\ ';lllilil !lil', :I(!((I .rwiJ;;·/ifq'l'; 11(1 jfl,I;;..;.;iwlflQ') '~d cTOihl, .(-: 
\ ,. • .'1 \ "., . l' ".'1 

'\-­, 

",-, 

2 

I 
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\ 

(b) any safe deposit company, provident loan association, savmgs and 

5 loan association, sales finance C!lmp,any, motor vehicle installment seller, bank, 

., 6 -trust company, savings bank, national banking association, small loan busi'" 

7 ness, loan company, savings and loan association or credit union authorized 

8 to do business in the State of Now Jersey, 

9 (c) the inclusion of a charge for insurance in connection with an install­

10 ment sale of a motor vehicle made in accordance with the New Jersey Retail 

11 Installment Sales Act of 1960, 

12 (d) the financing of insurance premiums in New Jersey in accordance 
----.~, 

13 with the provisions of Revised Statutes 31 :1-1 relating to legal interest rate. 

1 4. Licenses. No person shall engage in the business of financing insurance 

2 premiums in this State without first having obtained a license as a premium 

3 finance company from the Commissioner of Banking and Insurance. Any 

4 person who shall eIlg~e in the business o~ financing insurance premiums in 

" 5 this State without obtaining a license 1\8 provided hereunder shall, upon 

6 conviction as provided in Revised Statutes 17 :32-2, be subject to a fine of 

7 not more than $200.00. 

8 The annual license fee shall be $100.00. Licenses may be renewed from 

9 year to year as) of January 1 of each year upon paYment of the fee of 

10 $100.00. The fee for said license shall be paid to the commissioner for the 

I,. 

11 use of the State. 

12 The person to whom the license of the renewal thereof may be issued 

13 shall file sworn answers, subject to the penalties of perjury, to such inter­

14 rogatories as the commissioner may require. The commissioner shall have 

15 authority, at any time, to require the applicant fully to disclose the identity 

16 of all stockholders, partners, officers and employees, and he may, in his dis;. 

17 cretion, refuse to' issue or ren~w a license in the name of any firm, partner­

18 ship, or corporation if he is not satisfied that any officer, employee, stock­

.19 holder, or partner thereof who may materially influence the applican~'s 

\ , 
'" 
I 

...... 
20 conduct meets the standards of this act. 

.1.. 5. Action by commission on application. Upon the ftling of an application 

2 and the payment, of the license fee the commissioner shall make an investi­
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3 gation of each applicant and shall issue a license if he finds the applicant is 

4 qualified in accordance with this act. If the commissioner does not so fina, 

5 he sllall, within 30 days after he has received such application, so notify 

6 the applicant and at the request of the applicant,. give the applicant a' full 

, '~ 

I ,.7 hearing. 
\ 

·8 The commissioner shall issue or renew a license as maybe ,applied for 

9 w~en he is satisfied that the person to be licensed-' . 

10 (a) is competent and trustworthy and intends to act in good faith in the 

11 capacity involved by the license applied for, 

12 (b) has a good business reputation and has had experience, training, 

13 or education so as to be qualified in the .business for which the license is 

14 applied for, and 

15 (c) if a corporation, is a corporation incorporated under the lawBof this 

16. StJlte or a foreign corp~ration authorized to ,transact business in this State. 
\ 

1 6. Revocation and suspension of licenses.• The.oommissioner~a1 revoke 

· 2 or suspend the license of any premium finance 'company' wh'en and if after 

\3 investigation the commissioner finds that­

· 4 ' .' (a) any license issued to such company was obtained by fraud,' .... ; 

,: 5 " .(b) there was any misrepresentation in the application for the license, 
\ . 

6 (c) the holder of such license has otherwise shown himSelfuntrust;. 

"7 worthy or incompet~nt to act as a premium finance company, 

· 8 (d) such company has violated I any of the provisions of this ~ct, or 

· 9 (e) such 'company has been rebating part of the service charge as al­

10 lowed and permitted herein to any insurance agent or insurance broker or 

11 any employee of an insurance agent or insurance broker' or to any other 

12 person as an inducement to the financing of any insurance policy with the 

13 premium finance company.
 

14
 Before the commissioner shall revoke, suspend' or refuse to renew. the 

'\\ 15 license of any premium finaI\ce company, he shall give to suchpe.rson an 
\ 
""	 16 opportunity to be fully, heard and to introduce evidence in, his behalf. In 

1illieu of revoking or suspending the license for any of .the causes enumerated 

18 in this section, after hearing as herein provided, the commissioner may sub­
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19 ject such company to a penalty of not more· than $200.00. for each offense 

20 when in his judgment he finas that the public interest would not be harmed 

21 by the continued operation of such company. The amount of any such penalty 

22 shall be paid by such company to the commissioner for the use of the State. 

23 At any hearing provided by this section, the commissioner shall have author­

24 ity to administer oaths to witnesses. Anyone testifying falsely, after having 

25 been administered such oath, shall be subject to the'penalty of perjury~ 

26 Any action of the commissioner in refusing to issue or renew a license 

27 shall be subject to review in the Superior Court:bya proceeding·in lieu of 

28 prerogative writ. I 

1 7. Books and records. Every licensee shall maintain records of, its pre­

2 mium finance transactions and the said records shall be open to examination 

3 and investigation by the commissioner. I The commissioner may,. at any time, 

4 require any licensee to bring such records as 'he maydirect i to·the commis~ 

· 5 sioner's office for examination.· .
 

· 6 Every licensee shall preserve its records of such premium finance trans­

7 actions, including ~ards used in a card system, or at least 3 years after mak­

8 ing the final entry in· respect to any premium finance agreement.' The pres­

· 9 ervation of Tecords in photographic form shall constitute compliance with 

10 this requirement. 

1 8. Power to make rules. The commissioner may make and enforce such 

2 reasonable rules Rnd regulations as ipay be necessary' in making effe~tive the 

·3 provisions of this act, but such rules and regulations .sha11 not be contrary 

:4 to nor inconsistent with the provisions of this act. "I i :.. \;,' ,II' 

1 . 9. Form of premium finance, agreement. A premium finance agreement 

·2	 sha11­

3 (a) be dated, signed by or on behalf of tho insured" and the printed 

4 portion thereof shall be in at least 8-point type, 

5 (b) contain the name and place of business of the insurance agent or 

6 insurance broker· .negotiating· the; related insurance I contract" the name and 
I 

, 7 place of business of the premium, finance company to which payments are to 

, ; j 'I ,'; I : • I •• 1 I" ~ j j .; I ,~,I!' .' i i' l (l I \ : I; i"}, t ;: j ",' l I 1 • :. ~ j 1 .1 • . ! l Ii, I l I I I ~" 

I 
I 

- i 
! 

I 
j I 

I
•I 

I
I 

/ 
I 

I
 
t 
r 
I 
I 
I 
I
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8 be made, a description of the insurance contracts' involv~dand ltbelamount 

9 of the premium therefor; and, , : : i; :: ( . f I ~ ( , ; ! ~ ,f.l : ,I', ) 

10 (c) set forth the following items where applicable: 

11 (1) the total amount of the premiums, ! ' i 

, '(2) the amount of the down payment, . 

13 

12 

(3) the principal balance (the difference between items (1) and (2», 

14 (4) the amount of the service charge, :.' ,I, 

15 (5) the balance payable by the insured (sum of items (3) and (4», 

I ~' •16 'and 

17 . .(6) the number of installments required, the amount of each install­

18 ment expressed in dollars, and the due date or period thereof. ' 

19 The items set out in Bubsection (c) of this' section need not be stated 

20 in the sequence or ordei'in which they appear in such clause, and additional 

21 items ~ay be included. to explain the computations made in detel'lllining'the 

22 amount to be paid by the insured.. .. 'I· 
I 

10. Maximum service' charge.· A premium finance company $hall' not 
/ 

2 charge, contract for, receive,' or collect a service' charge other than asper­

3 mitted by this act.
 

4 The serviQe'.charge .shall be computed on the balance of the premiums
 

5 due (after subtracting the down payment made by the insured in Jl,ccordance
 

.6 with the premium finance agreement) from the effective date' of the insur­

7 ance coverage, for which the premiums are being advanced, to and including 
. \ '.. ", ': >- >,:".\ :,}.. "':	 ' ,,~ 

8·the date when the final iristal,lmentof :the premium finance agreement is 
-:.!~>:'} '.",,' ,,' 

'" : .•..:..•['." --,;<,,",:"'.:, ,,';,';/': '.' 
" .:' ',~ I'" : .. "

9 payable. 

10 The service chargeshalI
f 
bea·maxinium of $6.00 per $100.00 per year, 

11 plus an additional charge 'of $10.00 per premium finance agreement which 

12 need not be refunded ,upon cancellation or prepayment. 

1 11. Delinquency charges. A premium finance agreement may provide for 

.2	 the payment by the insured of a delinquency charge of $1.00 to a maximuni 

3 o! 5% of the delinquent installment but not to exceed $5.00 on any install­

4' ment which is in default for a period of 5 days' or more. 

" , " " j " 
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1 12. Cancellation of insurance contract upon default-: 

2 (a) When a premium finance agreement contains a power of attorney 

3 enabling the premium finance company to cancel any insurance contract or 

4 contracts listed in t~e agreement, the insurance ,contract ,Qr contracts shall 

5 not be canceled by the premium finance company: u~less BUCl;1; cancellation 

.6 is effectuated in accordance with this section. ' .• 

7 (b) Not less than 10 .days'written notice, shall be mailed to the insurQd 

8 of the intent of thcl,premium finance company to cancel the insurance con~ 

9 tract unless the default is cured within such 10-day period. A copy of sai4 

10 notice shall also be senti to the insurance.agenLor j~urance, proker indit 

11 eated on the premium' financ.e· agreement. . .. I ~ !. t ,; :'. ';

12 _ (c) After,ex~iration of /3uchJQ-day pe;riod, the, premium finance com7' 

13 pany may thereafter request in the name of th{3 illsured,. cancellation of ;t3uch 

14 'insurance contract or contracts, by ~ailing. to .the insurer.a notice. of cancel­
, .' .. , . '. ., 

15 lation, and the insurance contract shall, be canceled, as..if such notice of . .... . . . 

16 cancellation h~~ Men sul,lmitted by the insured himself, but wi,th~ut.requiring 

17 ~he return of the insurance contract,: or .contracts., The. premium': :fin.an~e 

18 company shall .also mail a notice of cancellation to t~e ins~~ed ,at. his last 

19 known address and to the insurance agent, or, insurance broker indicated 
, '. ~". ',': ,"_~ ~ ,,:':': ',' .' " I . ,.: • I • :. I . . 

20 on the premiumJinanceagreem~lJ,t., ._ 
\ ..' .'j' "; ':'~'>:,:i~ _,:', " . ' ; .: I , , I I '.... 

21 (d) All statuJ()ry,~~gul~torY,;aii.d,contractual~estrictions pro~iding that 

. 22 the insurancecontra~tmt\r:.no~ bec~celed unless n~tice is given toa govern­
• . • I 

23 ment.alagency, mortgagee, or c;>ther third,party shall apply where cancel­
• .' . ',' • , I • • ., ..' ," , 

24 lation is effected under the provisions of this section. The insurer shall 
. ' ,I 'j; ,I • 

25 give the prescribed notice in behalf of itself or the insured to any govern­
, " \ •. , ' I I. \ 

26 mental agency, mortgagee, or other third party on or before the second 

27 business day after the day it receives. the notice of cancellation from the 
, ,..; 'I.'. ~.. 

28 premium finance company- ~n4 .shall q.etermin~ the effe~tiy,edate o( cancel­

29, ,lation taking into consideration. iPe nUIllb,er ,of days notice req~ir~d tocom­

30 plate the.cancellation. , __ .: 'll;!(1 :,' I ;:','C", ',,' I, .', I· 1(' 'I:;': . 

31 . (e) Whenever an insurance contrll-ct. is ca~~led;in. ~ccordanc~.with,this 

32 section, the insurer shall return whatever gross unearned premium~ are due 

.~ 
• 1- • 

I
 
i
 
I
, 
I 
i 
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33 under the insurance contract to the premium finance company effecting the 

34 cancellation for the account of the insured or insureds. 

35 (f) In the event that the crediting of return premiums to the account 

36 of the insured results in a surplus over the amount due from the insured, 

37 the premium finance company shall refund such excess to the insured pro­

38 vided that no such refund shall be required if it amounts to less than $1.00. 

1 13. Exemption frorp any filing requirements. No filing of the premium 

2 finance agreement shall be necessary to perfect the validity of such agree- . 

3 ment as a secured transaction as against creditors, subsequent purchasers, 
I 

4 pledgees, encumbrances, successors, or assigns. 

1 14. Effective date. This act shall take effect on the sixtieth day after 

2 the date of enactment. 
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STATE 'OF NEW 'JERSEY
 
.~.! r I.. . ~ ", ,I • j;: : 1 ,. . ( . ':". ' I ; , ". I : ",; " • i ": .• ' 1t i", I ; : : " 
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INTRODUCEDJ:ANUARY 16; '1967 : I
 

'; I) •.•. ;: ! l
 

By Assemblymen WEGNER, TANZMAN and,A., S. SMITH 
• j , ~ " • • .' ~ 

Referred to Committee :oJl BusinessA:ff~irs' , .i 

" 

b ~OT to provide for the licensing and regulation of insurance premium fi~
 

nance companies, and supplementing" The Banking Act,of 1948, ~, approved
 

J ~. April 29, 1948 (P. L.-1948, c.67). \' , ,I
I, -',' 

; •• ' ! " 

1 BE IT ENA.CTED by the Senate and General.A8senwZy of the State of New 
f., '. • 1 

• I " .,' '. I' 

2 Jer:aey: 

'1'" ' 1. Short title. This act shall be known and may be ~i~ed as the "Ins~r~
 
2 a~ce Premium Finance Company Act." .
 

- " 

1 2. pefinitions. For the purposes of this act--;­

2 " (a) "Insurance premium finance company" means a person engaged i~
 

3 the' busine'ss of entering into insurance premium finance agreements. ' .
 
" ,! ", , ­

4 (b) "Premium finance agreem.ent" means an agreement by which an
 

5 insured or prospective insured promises to pay to a premium finanCe co~-
, . •• I 

, ' 

6,panr the amount advanced or to be advanced under the agreement to an 
. . ,...' . 

7 insurer or to an insurance agent or insurance broker in payment of pre­
• • I, ~, ",.' • " - .' , ..,' j' 

8 miums on an insurance contract together with a service charge as author­
, • ' • 'T. ' • _,. " ::' ,',' " " :. r 

, ,9 ized and limited by this act.' , ' , .' ",,' , ' 

10 (0) "Lioensee" means an msurance pre~ium'ftnance company holding a 

11 license issued by the commissioner under this act. 
, ' 

1 3. Application. The provisions of this act shall not apply with respect to: 
, " 

2 ,(a) any insurance company authorized to do business in the State of
 

3 New Jersey,
 

4 (b) any safe deposit company, provident loan association, savings and
 
. , 

. 5 loan association, sales finan~e company, motor ve~cle installment seller, bank,
 

6 trust company, savings ba:nk, national banking assooiation, small ,loan busi­


7 ness, loan company, savings and loan association o~ credit Union authorized
 
.1. 

8 to do business in the State of New Jersey, , , , .
 

~ . (c) the inclusio~' of a charge for' ~~rance in connection with' an install­
" I • .' of \." _ _ ,. .' : I I." , , ( ,: r ' . . :, ~ '", ' . I .; , ., •• (, • ~ r 

10 ment sale ofa motor vehicle Inadein accordance with the'New Jersey Retail
 
i1 Installment 'Sales: Ac(of '1960/ trrIJiW'I':<f '.'.'~': ':11' r·,',il .\.1.1 "";.:1::" ::
 

:/lfl ,. ;·r,,!j~ l'Jlt(,i,.·· ',\;jl"" '.\~!' lit)i tli',~:\ :"".\./:;!'
 t. 
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12 (d) the financing of insurance premium9 in New Jersey in accordance . , 

13 with the provisions of Revised Statutes 31 :1-1 relating to legal interest rate. 

1 4. Licenses. No person shall engage in the business of financing insurance 

";2 premiums in this State without 1irst having obtained a license as a premilUIl ,': 
;j . " 

3' finance company from the Commissioner, of Banking and Insurance.' 'Any' 

4 person who shall engage in the business of financing insurance premiums in 

5 this State without obtaining a license' as provided hereunder shall, upon 

, ' 6 conviction as provided in Revised Statutes 17 :32-2, be subject to a fine of 
. '.'' .t 7 not more than $200.00. '
 

8 The annual lioense fee shall be $100.00. Licenses may be renewed from'
\
 
t
 
/ 9 year to year as of January 1 of each year upon payme:qt of the fee of 

10 $100.00. The fee for saidlicenBe shall be paid to the commissioner for the 
i :,­
i 11 use of the State. 
I 

I 12 The person to whom the license of the renewal thereof may be issued 
:1 i 
j 1'.

I· " 13 shall file sworn answers, s~bject to ,the penalties of perjury, to such inter­
1I i 

'I 14 rogatories as the commissioner may require. The commissioner shall have 
, 
I 15. authority, at any time, to require the applicant fully to discl~se the identity I ,I 16 of all stockholders, partners, officers and employees, and be ~y, in his dis-f; .:( 

, I 
1 17 eretion, refuse to issue, or renew a license in the name of "ny firm, partner-
I .,
I
 18 ship, or corporation if he is not satisfied that any officer, eIIJployee, stock­


19 holder, or partner thereof who may materially influence tpe applicant's'./ .

I 20 conduct meets the standards of this act. 
" I ' 

'J, I', 
i

, 1 5. Action by commission on application. Upon the filing ot an application 
, 
I 2 and the payment of the' lieense fee the commissioner sh~ll ~ake an investi­


:1 3 gation of each applicant and shall issue a license if he finds the applicant is
 

,I
i , 4 qualified in accordance with this act. If the commissioner does not so find,
 

5 he shall, within 30 days after he has received such, application, so nO,tify 

6 the applicant and at the request of the applicant, give the applicant a full 

7 hearing. 
, 
, I

' 

1·· . S The commissioner shall issue or renew a license as may be applied for 
I 

9 when he is satisfied that the person to be licensed-
I " 

10 (a) is competent and trustworthy and intends to act in good faith in the
 

11 capacity involved by the license applied for,
 

12 (b) has a good business reputation and has bad experience, training,
 

13 or education so as to be qualified in the business for which the license is
 

14 applied for, and
 

15 (c) if a corporation, is a corporation incorporated' unqer the laws of this
 

16 State or a foreign corporation authorized to transact business in this State.
 
• ,. • . I 'r • ; 

1 6. Revocation, and suspension of licenses. The commissioner may revoke 
! !, ; _ .! r r I : • ". l' " 1, I . . I" I ! I ~ . ~ . ) II ; ':,: ".'; .' I ~ 

2 or suspend the license of any premium fi~~r ,~?tp~an!:rhep, and if,afte~ 
3 investigation the commissioner finds that­



'­.. 

3 

·4 ,(a) any license issued to such company was obtained by fraud, 

5 (b) there was any misrepresentation in the applieation for the license, 

6 (c) the holder of such license has otherwise shown himself untruet­

·7 worthy or incompetent to act as a·premium finance company,', 

8 (d) such company has violated any of the provisions of this act, or : 

9 (e) such company has been rebating part of the .service charge as: al­

10 lowed and permitted herein to any insurance agent. Or insurance· broker or 

11' any employee of an insurance agent or insurance broker or' to any othe't 

12 person as an inducement to the financing of any insuranoe policy with the 

13 premium finance company. ' 

14 Before the commissioner shall revoke, suspend or refuse to renew the 

15 license of any premium finance company, he shall give to such person ali 

16 opportunity to be fully heard and to introduceevidenoe in his behalf. In 

17 lieu of revoking or suspending the license for any of the causes enumerated 

18 in this section, after hearing as herein provided, the commissioner may sub­

19 ject such company to a penalty of not more than $200.00 for each. offense 
, 

20 when in his judgment he finds that the public interest would not be harmed 

21 by the continued operation of such company. The amount of any such penalty 

22 .shall be paid by such company to the commissioner for the use of the State. , 
~ 23 At any hearing provided by this section, the commissioner shall have author­

24 ity to administer oaths to witnesses. Anyone testifying falsely, after having 

25 been administered such oath, shall be subject to the penalty of perjury. 

26 Any action of the commissioner in refusing to issue or renew a license 

27 shall be subject to review in the. Superior Court by a proceeding 'in lieu of 

28 prerogative writ. 

.1 7. Books and records. Every licensee shall maintain records of its pre­

· 2 mium finance transactions and the said records shall be open to examination 

3 and investigation by the commissioner. The oommissioner may, at any time, 

4 require any licensee to bring such records as he may direct to the .commis­

5 sioner's office for examination. 

6 Every licensee shall preserve its records of such premium finance trans­

7 actions, including cards used in a card system, or at least 3years after mak­

·8 ing the final entry in respect to any premium £in~nce agreement. The pres­
,9· ervation of records .m photographic form shall constitut~ compliance 'with 
10 thi. requirement, . 

1 8. Power to make rules. The commissioner may make and enforce such 

2 reasonable rules and regulations as may be necessary in making effective the 

.. 3 .provisions of this act, but such, rules and regulations. shall not 00· eontrary 

'14 to nor inconsistent with the provisions of this liet.·· :'t' ';',.;:';,!:l';' 

[1· ~ 9. Form of premium finance. ;agteeinen~ A premium !finance: agreement 

,,2·shall~.· .;. . ,'i:1 ';I:'·l:'I'.··'· ."" fii: ':'J,l!:;.:'q "i.! 'id L,,j":ilj:.') ·,d ,hm C. 

... ' ,;d, r:tji! ,.,.,Jl·lnr.·.. :JI; IIi ).:.1L.;;r)j,/f.; \ il 

i I 

. ,I

I 
I. 
~ . 
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.~ 
3 (a) be dated, signed by or on behalf of the insured, and the printed 

4 portion thereof shall be in at least 8-point type, 

•, 
t 

.5 ' (b) contain the name 
" I

and place of business of the insurance agent or 

6 insuranoe broker negotiating the related insurance contract, the name and 

7 place of business of the premium finance company to which payments are to 

8 be made, a description of the insurance contracts involved and the amount t 
J 

9 of the premium therefor; and ' . , • 
10 I:" ':,(0) set forth the following items where applictJ.ble:' 

11! :[ Ii" "(1) the total amount of the premiums,' " 

12 (2) the amount of the down payment, 

. , ' 

, ,, 
I 
; 

I 
13 ': (3) the principal balance (the difference' between items (1) and (2», 

14 ':1)' (4) the amount of the service charge, 

15 ,'i,' (5) the balance payable by the insured (sum of items (3) and (4», 

16 and 

17 (6) the number of installments required, the amount of each instan­

18 ment expressed in dollars, and the due date or period thereof. 

19 The items set out iIi subsection (c) of this section need notbe stated 

20 in the sequence or order in which they appear in such clause, ~d additional 

~1. items may be, included to explain the computations made in: dl)tel1Dining the 

22 "mount to be paid by the insured. 

1 10. Maximum service charge. A premium finance company shall not 

, 
. ~ 
I 
i 

, \ 
r 

2 ~harge, contract for, receive, or collect a service charge other thfi,n as per­

,3 mitted by this act. 

',4 The service charge shall be computed on' the balance of the premiums 

, 
1 
} 

5 due (after subtracting the down payment made by the insured in accordance 

6 with the premium finance agreement) from the effective date of the insur­ I 
7 ance coverage, for which the premiums are being advanced, to and including t 
8 the date when the final installment of the premium finance agreement is i 

f 

I 

"I 
~ 

9 payable. 

10 The service charge shall be a maximum of $6.00 per $100.00 per year, 

11 plus an additional charge of $10.00 per premium finance agreement which 
I
I 

, 
j: 
,j, 

l i 
; , 

12 need not be refunded upon cancellation or prepayment. 

1 11. Delinquency charges. A premium finance agreement may provide for 

,2 the payment by the insured of a delinquency charge of $1.00 to a maximum I
3 of 5% of the delinquent installment but not to exceed $5.00 on any install­ i, 

, 4 ment which is in default for a period of 5 days or more. 

, 1 12. Cancellation of insurance contract upon default­

',2 (a) When a premium finance agreement contains a power of attorney 

3 enabling the premium finance company to cancel any insurance contract or 

,4: contracts listed in the agreement, the insurance contractor contracts shall 

5 not be canceled by the premium finance company unless such cancellation
I 

6 is effectuated in accordance with this section. 

t 
I , 
I 
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7 (b) Not less than 10 days' written nutice shall be mailed to the insured

8 of the intent of the premiumfina.IlOO oompany to cancel the insurance con­

, 9 'tract unless the default is (lured withineuch lO-day peri{)d. A eopy of said

10 notice shall also be sent to the insurance 'agent or insurance broker india

11 caood on the premium finance agreement.

12 (0) After ~xpiration cOf such lO-day pel'i'Od, the premium finance eom­

18 pany may thereafter request in the name 'Of the insured, ean'eellation 'Of such

14 insurance contract or contracts by mailing to the insurer a notiee of cance1- .

15 lation, aad the insurance contract shall be caMeled as if such notice of

16 cancellation had been submitted by the insured himself, but with'Out requirIng

17 the return of the insurance contract or contracts. The ,premium finance

18 company shall also mail a notice of cancellation to the insured at his last

19 known address and to the insurance agent or insurance broker indicated

20 on the premium finance agreement.

21 (d) All statutory, regulatory, and contractual restrictions providing that

22 the insurance contract may not be canceled unless notice is given to a govern­

23 mental agency, mortgagee, or other third party shall apply where cancel­

24 lation is effected under the provisions of this section. The insurer shall

25 give the prescribed notice in behalf of itself or the insured to any govern­

26 mental agency, mortgagee, or other third party on or before the second

27 business day after the day it receives the notice of cancellation from the

28 premium finance company and shall de,termine the effective date of cancel­

29 lation taking into consideration the number of days notice required to com­

30 plete the cancellation.

31 (e) Whenever an insurance contract is canceled in accordance with this

32 section, the insurer shall return whatever gross unearned premiums are due

33 under the insuranoo contract to 'the premium finance company effecting the

34 cancellation for the account of the insured or insureds.

35 (f) In the event that the crediting of return premiums to the account

36 of the insured results in a iurpluli over the amount due from the inlured,
87 the premium finance company shall refund such excess to the insured pro­

88 nded that no such refund shall be required if it amounts to less than $1.00.
1 18. Exemption from any filing requirements. No filing of the premium

2 finance agreement shall be necessary to perfect the validity of such agree­

3 ment as a secured transaction as against oreditors, subsequent purohasers,

4 pledgee., 'enoumbrance., suooeSlors, or assigns.

1 14. Effective date. This act shall take effect on the sixtieth day after

2 the date of enactment.

.,
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STATEMENT 
t 

FISOAL DATA 

This bill provides for the licensing and regulation of insurance premium
 

finance companies, and supplements the Banking Act of 1948.
 

It is estimated by the Department of Banking and Insurance that in the first
 

year of operation o~ this legislation, if enacted, there would be revenues of
 

, $5,000.00 ,and administratiye expenses of., $6,500.oo'J leaving a net deficit of 

$1,500.00. In the second ,y~ar, ,therewou~4 be revenues of $7,500.00 and ex­

penses of $6,000.00, Jea~g: a ne~ stu"plus of $1,500.00, and in, the tl;llrdyear, 

, ~eve~ues, ~ould. amo~~, ;tp; ,$l(),pqo.@, ,wit~( je~Penses, ;()f!., $6,2l$P.OO, ,leaving: &, net 

81lq>lWl 9f: $3,75q.OQti 'j\' , .;-,h; ;"ril";'; '\0 'il :':'!' (; \l') 'I;I! I,'! rio' Ii i· ,r ;)", !'rr lj··( "': i; 

.~(;'~rj;. (":' ,"jlll',rr:: ·'.\;:lr:~~·rtf (Itt; j~fi I;~ 
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