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P.L.1995, CHAPTER 384. approved January 10. 1996 

1994 Senate No. 305 (Fourth Reprint) 

AN ACT concerning surety bonds for certain construction 
projects and amending N. J.S.2A:44-143, IN. J .S.2A:44-144, I 
P.L.1982, c.189 and P.L.1986, c.43. 

BE IT ENACTED by the Senate and General Assembly of the 
State of New Jersey: 

1. N.J.S.2A:44-143 is amended to read as follows: 
3[2A:44-143. a. ill When public buildings or other public 

works or improvements are about to be constructed, erected, 
altered or repaired under contract, at the expense of the State or 
any l[county, municipality] contracting unit, as defined in s~ctlO!! 

~ ofE~ 1971, c.198 (CAOA:1l-2),1 or school district thereof, the 
board, officer or agent contracting on behalf of the State, 
l[county, municipality] contracting unit I or school district, shall 
ff~quire the l[usual] payment and performance1 bond, as pro\idpd 
for by law, [with good and sufficient sureties,] with an 
[additional] obligation for the payment by the contractor, and by 
all subcontractors, for all labor performed or materials, 
provisions, provender or other supplies, teams, fuels, oils, 
Implements or machinery used or consumed in, upon, for or about 
the construction, erection, alteration or repair of such buildings, 
\\orks or improvements and shall require tha_t_-.~n l[surety] 
p-'!Y.~ent an~~rformancel Qonds in--.-!he amoulll-.QL~?50,~QQ __~H 

more be issued by a sur~hi~h-..!!1eet~Jh-~19l!Q~ingst(JndarQs: 

W 2[The SU!'l~..!LJlas twice .the minimum surplus Cl}2d~~lt~ 

stock or net ca.§h ass_et~Je~ulf.~d uY_R.-.·_~.j7:!.Z-6_ or. R.S. !.Z_~2 7) 

whichever is appropriate, at the_ti.!!!~ the in'{itatiOl!..-.!.<J.....QiQ 1l' 
issued; 

fQ).J2 The surety holds a 2current2 certificate of authority] 
issued by the United States Secretary of the Treasu.!Y...QursuanttQ 
~l U.S.c. §9305, that is valid 2[at the time the invitation to bid is 
issued] in the State of New Jersey as listed annually in the United 
States Treasury Circular 5702; and 

2[1£1] fQ}2 If the surety has been operational for a period in 
excess of five years, the surety is rated in one of the three 
hig4est __ categories__ by an independent, nationally reco@ized 
Lm_t~d States _ra ting company that determines the financial 
stabili~ insurance companies, which rating companL..Q!' 
companies shall be determined pursuant to standards promulgated 
QLthe Commissioner of Insurance by regulation adopted pursuant 
to the "Administrative Procedure Act," P.L.1968, c.410 
(C.52: 14B-1 et seq.). 

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the 
above bill is not enacted and is intended to be omitted in the ldw. 

Matter underlined ~ is new matter. 
~atter enclosed in superscript numerals has been adopted as follows: 

Senate SCM committee amendments adopted March 10. 1994. 
2 Senate floor amendments adopted March 31, 1994. 
3 Assembly ASG committee amendments adopted June 8, 1995. 
4 Assembly floor amendments adopted January 4, 1996. 



ill When such contract IS to be perfonned at the expense of 
the State and is entered into by the Director of the Division of 
Building and Construction or State departments designated by the 
Director of the Division of Building and Construction, the 
director or the State departments may: [(I)) W establish for that 
contract the amount of the bond at any percentage, not 
exceeding 100%, of the amount bid.based upon the director's or 
department's assessment of the risk presented to the State by 
the type of contract, past experience with a particular contractor 
and other relevant factors, and [(2)] ill waive the bond 
requirement of this section entirely if the contract is for a sum 
not exceeding $100,000. 

b. A surety's obligation shall not extend to any claim for 
damages based upon alleged negligence that resulted in personal 
injury, wrongful death, or damage to real or personal property, 
and no bond shall in any way be construed as a habili ty insurance 
policy. Nothing herein shall relieve the sure ty' s obliga tion to 
guarantee the contractor's performance of all conditions of the 
contract, including the maintenance of liability insurance if and 
as required by the contract. Only the obligee named on the hond, 
and any subcontractor performing labor or any subcontractor or 
materialman providing materials for the construction, erection, 
alteration or repair of the public building, work or improvement 
for which the bond is required pursuant to this section, shall have 
any claim against the surety under the bond. 

c. 2[No] A2 board, officer or agent contracting on behalf of 
the_State, l[county, municipality] contracting unit1 of.§chool 
dis.!.!.ict shall 2no t2 accept more than one l[surety] Q.il.Y1l!ent ang 
performance1 bond to cover a single construction contract. 2The 
board, officer or agent may accept a single bond exe~utedJ!y 

more than one surety to cover a single construction contrCl_ct 9~ 

if the combined underwriting limita1ions of all the namec! 
sureties, as set forth in the most curr~L~ualJevision uf 
United States Treasury Circular 570,meet~exceed .the aIJ10unt 
of the contract to be performed. 2 

(cf: P.L.1991, cA54, s.l)) 
2A:44-143. a. W When public buildings or other public works 

or improvements are about to be constructed, erected, altered or 
repaired under contract, at the expense of the State or any 
[county, municipality] contracting unit, as defined in section 2 of 
P.L.1971, c.198 (CAOA: 11-2), or school district [thereofl, the 
board, officer or agent contracting on behalf of the State. 
[county, municipality] contracting unit or school district, shall 
require the [usual] payment and performance bond, as provided 
for by law, [with good and sufficient sureties,] with an 
[additional] obligation for the payment by the contractor, and by 
all subcontractors, for all labor performed or materials, 
provisions, provender or other supplies, teams, fuels, oils. 
implements or machinery used or consumed in, upon, for or about 
the construction, erection, alteration or repair of such buildings, 
works or improvements and shall require that all payment and 
performance bonds 4[in the amount of $850,000 or more]4 be 
issued by a surety which meets the following standards: 

(a) The surety 4[has] shall have4 the minimum surplus and 



capital stoct-.-9-I.nel_ca~h(:!sse~~Lred__~ R.SJ1:17-6 or 
R.S.17:17-7, whichever is _approp~iate, atJhe_time the invitation 
~o bid is issued 4[Ji4 and 

(lJJ 4[Either Jill Wi th r~ect to all payment and performance 
bonds in the amount of $850,000 or more, (i) if the amount of the 
bond is at least $850,000 but not more than $3.5 million,4 the 
surety 4[holds] shall hold4 a current certificate of authority, 
issued by the United States Secretary of the Treasury pursuant to 
31 U.S.C.§9305, that is valid in the State of New Jersey as listed 
annually in the United States Treasury Circular 570, 4[or (ii}] 

except that4 if the surety has been operational. for a period in 
excess of five years, the surety 4shall be deemed to meet the 
requirements of this subsubparagraph if it 4 is rated in one of the 
three highest categories by an independent, nationally recognized 
united States rating company that determines the financial 
stabili ty of insurance companies, which rating company or 
companies shall be determined pursuant to standards promulgated 
by the Commissioner of Insurance by regulation adopted pursuant 
to the "Administrative Procedure Act," P.L.1968, c,410 
(C.52:14B-l et seq.), 4[except that the alternative requirements 
of this subparagraph shall not be applicable to any surety that J_s 
operational on the effective date of P. L. , c. (C. __ ) 
(now pending before the Legislature as this billLgntil the 
expiration of a period of one year following that effective date, 
but this exception shall not be construed to prohibit the New 
~~Department of Transportation from continuing to appt~, 

durinJL that one ~year period, the requirements of subsubparagraph 
fuf this subparagraph] and (ii) if the amount of tJ!.~bond is more 
than_$3.5 million, then the surety shall hold a current certificate 
QL~Jhority, issued bL-lhe United States Secr~tary ~_the 

Treasury pursuant toJ_Ly.S.~~9305, that is valid in the St~_Le_~f 

New Jersey as listed annually in the United States Treas.~ry 

Circular 570 and, if the surety has been operatiqnal for a perioq 
in excess of five years, shall be rated in one of the three highest 
categories by an independent, nationally-recognized United States 
rating company that determines the financial stability. of 
insurance companies, which rating company or companies shall be 
determined pursuant to standards promulgated by the 
Commissioner of Insurance by regulation adopted pursuant to the 
~~dministrative Procedure Act, II P.L.1968, c.410 (C.52:14B-=-!.~ 

seq.J4. 4A surety subject to the provisions of subsubparagraph (ii) 
<?L tll1s subparagraph which does not hold a certifica~ ~ 

~l!t.bo~Lty issued by the United States Secretary of the Treasu!y 
sh~lljJfLexempt from the requirement to hold such a certi fica te 
tLJh~ .§ur~meets an equivalent set of standards developed gy 
the Commissioner of Insurance through regulation which at least 
eyual,.and m~ exceed, the general criteria required for issuanc~ 

~f a certificate of authority by the United States Secretary of 
th,e Treasury pursuant to 31 U.S.C.§9305. A surety company 
seeking such an exemption shall, not later than the 180th day

0, 

.....1following the effective date of P.L. , c. (C. 
(now pending before the Legislature as this bill), certify to the 
appropriate contracting unit that it meets that equivalent set of 
standards set forth by the Commissioner as promulgated. 4 



• [b.] W When such conlract is to be performed at the expense 
of the State and is entered into by the Director of the Division of 
Building and c.onstruction or State departments designated by the 
Director of the Division of Building and Construction, the 
director or the State departments may: [(1)] W establish for that 
contract the amount of the bond at any percentage, not 
exceeding 100%, of the amount bid, based lIpon the director's or 
department's assessment of the risk presented to the State by 
the type of contract and other relevant factors, and [: (2)] ili1 
waive the bond requirement of this section entirely if the 
contract is for a sum not exceeding $200,000. 

[c,] ill When such a contract is to be performed at the expense 

of a [county, municipality] contracting unit or school district, the 
board, officer or agent contracting on behalf of the [county, 
municipality] contracting unit or school district may: [(1)] ill 
establish for that contract the amount of the bond at any 
percentage, not exceeding 100%, of the amount bid, based upon 
the board's, officer's or agent's assessment of the risk presented 
to the [county, municipality] contracting unit or school district by 
the type of contract and other relevant factors, and [(2)] ili1 
waive the bond requirement of this section entirely if the 
contract is for a sum not exceeding $100,000. 

[d,] b. A surety's obligation shall not extend to any claim for 
damages based upon alleged negligence that resulted in personal 
injury, wrongful death, or damage to real or personal property, 
and no bond shall in any way be construed as a liability insurance 
policy. Nothing herein shall relieve the surety's obligation to 
guarantee the contractor' s performance of all conditions of the 
contract, including the maintenance of liability insurance if and 
as required by the contract. Only the obligee named on the bond, 
and any subcontractor performing labor or any subcontractor or 
materialman providing materials for the construction, erection, 
alteration or repair of the public building, work or improvement 
for which the bond is required pursuant to this section, shall have 
any claim against the surety under the bond. 

c. A board, officer or agent contracting on behalf of the State, 
contracting unit or school district shall not accept more than_ on~ 

payment and performance bond to cover a single construction 
contra~t.__ The board, officer or agent may accept a single bond 
executel:Lby more than one surety to cover a single construction 

contract.2!!!yjf the combined underwriting limitations of all the 
n~me~~ur~ties, ~§ set forth in the most current annual. revision 
of United __§~~tes Treasury Circular 570, or 4[as indicated by the 
most current rating set forth by an independent, nation~ 

recognized United States rating company]4 as determined by the 
Commissioner of Insurance 4[under subsubparagraph. (ii) of 
subparagraph (b) of paragraph (1) of subsection a. of this section] 
pursuant to R.S.17: 18-94 , meet or exceed the amount of the 
contract to be performed. 3 

4d. A board, officer or agent contracting on behalf of the 
State, contracting unit or school district shall not accept a 
payment or performance bond unless there is attached thereto a 
Surety Disclosure Statement and Certification to which each 
surety executing the bond shall have subscribed. This statement 



~J.!d_ ~~~tifi~i!tio!!u.~halL!?~._ complete in all respects and duly 
ac~~owle~d according t2_ law, and shall have substantially the 
foHow~form: 

SURETY DISCLOSURE STATEMENT AND CERTIFICATION 

, surety(ies) on the attached bond, hereby 
certifies(y) the following: 

ill The surety meets the applicable capital and surplus 
requirements of R.S.17:17-6 or R.S.17:17-7 as of the surety's 
most current annual filing with the New Jersey Department of 
Insurance. 

(2) The capital (where applicable) and surplus, as determined in 
accordance with the applicable laws of this State, of the 
surety(ies) participating in the issuance of the attached bond is 
(are) in the following amount(s) as of the calendar year ended 
December 31, (most recent calendar year for which capital 
and surplus amounts are available), which amounts have been 
certified as indicated by certified public accountants (indicating 
~eparately for each sure!.L that surety's capital and§urplu~ 

amounts, together with the name and. address of the firm .Q.f 
certified public accounts that shall have~~I'!ifi~d those am0lJ!l~: 

(3) (a) With respect to each surety participating in the issuancr: 
of the attached bond that has received from the United States 

--~-

~~~retary of the Treasury a certificate of authority~rsuant to 
~l_U.S.C.§9305, the underwriting limitation established therei~ 

and the date as of which that limitation was effective is as 
follows (indicating for each such s\}~ that sure!y.:~ 

underwriting limitation and the effective date thereof): 

(b) With respect to each surety participating in the issuance of 
the attached bond that has not received such a certificate of 
authority from the United States Secretary of the rreasury, the 
underwriting limitation of that surety as established pursuant to 
R.S.17:18-9 as of (date on which such limitation was so 
established) is as follows (indicating for each such surety that 
surety's underwriting limitation and the date on which that 
limi tation was established): 

(4) The amount of the bond to which this statement and 
certification is attached is $ 



(5) If, b~..vi_!:tue 9Ll:l~t~ Of_'!lOre Cf~lJts?~.L~ 9L.!'.einsl!raf!~e, the 
amount of the bond indi~i~J.e_!L l:ndeL iter!l Hl ~!Jove exceeds the 
total underwri tiI!&.Jimit~lion_Q.Lall.J'!Jretieson !h~.Qond as set 
forth in items (3)(a) o.!:....D..lf.Ql atJove, or both, then for each such 
contract of reinsurance: 

(a) The name and address of each such reinsurer under that 
contract and the amount of that reinsurer' uarticipation in the 
contract is as follows: 

; and 
(b) Each surety that is party to any such contract of 

reinsurance certifies that each reinsurer listed under item (5)(a) 
satisfies the credit for reinsurance requirement established under 
P.L.1993, c.243 (C.17:51B-1 et seq.) and any applicable 
regulations in effect as of the date on which the bond to which 
this statement and certification is attached shall have been filed 
with the appropriate public agen_~ 

CERTIFICATE
 
(to be completed by an authorized certifying agent
 

for each sure ty on the bQI1..ill
 

!_ fuame of agent) ,as (title o~ent) for (name 
of _s~lretyL __L a corporation/mutual insurance company/other 
ti.IldlcatiIlK... type of business organization) (circle one) domiciled 
in _~tate of domicile) ,DO HEREBY CERTIFY that, to the 
Q.e~t..9f I!!.Y knowledge, the foregoing statements mad~ by me are 
true, _~.A....ACKNOWLEDGE that, if any of those statem~!:Its are 
false, this bond is VOID. 

(Signature of certifying agent) 

(Printed name of certifying agent) 

(Title of certifying agent)4 

(cf: P.L.1995, c.38, s.2) 
12. N.J.S.2A:44-144 is amended to read as follows: 
2A:44-144. The bond required by this article shall be executed 

by the contractor with such sureties as shall be approved by the 
board, officer or agent acting on behalf of the 3[state] State3, 
[county, municipality] contracting unit or school district, in an 
amount equal to at least 100 per cent of the contract price, and 
shall be conditioned for the payment by the contractor, and by all 
subcontractors, or his or their subcontractor, of all indebtedness 
which may accrue to any person, firm or corporation, in an 
amount not exceeding the sum specified in the bond, on account 
of any labor performed or materials, provisions, provender or 
other supplies, or teams, fuels, oils, implements or machinery 
used or consumed in, upon, for or about the construction, 
erection, alteration or repair of the public building or public work 



or improvement. 
The bond shall be deposi ted wi th and be held by the board, 

officer or agent acting on behalf of the 3[state] State3, [county, 
municipality] contracting unit or school district, for the use of 
any party interested therein. 1 

(cf: N. J.S.2A:44-144) 
1[2.] ~1 Section 17 of P.L.1982, c.189 (C.18A:64A-25.17) is 

amended to read as follows: 
17. Performance, guaranty and certificate. a. In addition to 

or independent of the guaranty which may be required pursuant to 
section 16, the county college may require that the successful 
bidder provide a surety company bond or other security 
acceptable to the county college: 

[a.l ill For the faithful performance of all provisions of the 
advertisement for bids, the specifications and any other 
documents issued to bidders or a repair or maintenance bond; and 

[b.] ill In such form as may be required in the specifications or 
other documents issued to bidders. 

b. In every case in which such performance bond is required, 
the requirement shall be set forth in the specifications or other 
documents issued to all bidders, and every bidder shall be 
required to submit with the bid a certificate from a surety 
company stating that it will provide that bidder with such a 
performance bond in the specified amount and form. 

~_ The county college shall require that all 4payment and 4 

perfQrman~e bonds 4[in the amount of 3[$750,000] $850,0003 Q!' 
morf2l4 be issued by a surety which meets the following standar(js: 

W 2[The surety has twice the minimum surplus and c~iJill 

stock---.2r net cash assets required by R.S.17:17-6 or R.S.17:1?'=?J 
whichever _~s appropriate, at the time the invitation to _Qi_cLj~ 

issued; 
ill]2 The 3sure ty 4[has] shall have4 the minimum surplus__~g 

capital stock or net cash assets required by R.S.17:17-6 o~ 

R.S.17:17-7, whichever is appropriate, at the time the invitaUQ'!! 
to bid is issued; and 

ill 4[§ither (a)] With respect to all payrrlent and performi,l!H::~ 

bonds in _!-.~e amoUI?:t of $850,000 or more, fa) if the amount of_!'p~ 

Q9nd is at least $850,000 but n9t more than $3.5 million, 4 !.-~~3 

surety 4[holdsl shall hold4 ~ 2current2 certificate of authori!YJ. 
issued by the United States Secretary of t~:rreasuI.:Y_l!!!!:§uant tQ 

31 U.S.C.§9305, that is valid 2[at the time the invitationJo bid is 
issued] in the State of New Jersey as listed annually in theUnited 
States TreasuI.:Y Circular 5702 4t;14 3[and]3_2[QJJ 3[ill2 !.fl 4[or 
ful] except that4 if3 the surety has been operational for a period 
in excess of five years, the surety 4shall be deemed to meet tl:!~ 

requirements of this subparagraph if it 4 is rated in one of the 
three highest categories by an independent, nationally recognized 
United States rating company that determines the financial 
stability of insurance companies, which rating company or 
companies shall be determined pursuant to standards promulgated 
by the Commissioner of Insurance by regulation adopted pursuant 
to the "Administrative Procedure Act," P.L.1968, c.410 
(C.52:14B-1 et seq.)31. 4[except that the alternative requirements 
of this paragraph shall not be applicable to any surety that is 



QP~I~tional on the effect)ve_9ate o~h __ , c. (C. Hnow 
pe_l!dil1g before the Legislature as this bill) until the expiration of 
a period of one year following that effective date3] and (b) if the 
~!nount of the bond is more than $3.5 million, then the surety 
shalJ hold a current certificate of authority, issued by the United 
States Secretary of the Treasury pursuant to 31 U.S.C.§9305, that 
is valid in the State of New I ersey as listed annually in the 
United States Treasury Circular 570 and, if the surety has been 
operational for a period in excess of five years, shall be rated in 
one of the three highest categories by an independent, nationally 
recognized United States rating company that determines the 
financial stability of insurance companies, which rating company 
or companies shall be determined pursuant to standards 
promulgated by the Commissioner of Insurance by regulation 
adopted pursuant to the "Administrative Procedure Act, " 
P.L.1968, c.410 (C.52:14B-1 et seq.)4~ 4A surety subject to the 
provisions of subparagraph (b) of this paragraph which does not 
hold a certificate of authority issued by the United States 
Secretary of the Treasury shall be exempt from the requirement 
to hold such a certificate if the surety meets an equivalent set of 
standards developed by the Commissioner of Insurance through 
regulation which at least equal, and may exceed,Jhe-.Reneral 
criteria required for issuance of a certificate of authorityj)y the 
Uni!ed States Secretary of the Trea~ury pursuant to 31 
!L$~~.§9305. A surety company seeking suchan exemption shall, 
l~oJ_Iater than the 180th day following the effective dat!:"!__Q! 
P.L.:.., , c. (C. Hnow pending bef9~th~ 

Legisl~Wre as this bill), certify to the appropriate county college 
that~L m_eets that equivalent set of standards set JorthJ!y the 
Commissioner as promulgated. 4 

d. 2[No] ~2 county college shall 2no t2 accept more Hi_an one 
4payment and 4 performance bond to cover a single construeJton 
contract. 2The county college may accept a single bond executed 
by more than one surety to cover a single construction contract 
only if the combined underwriting limitations of all the named 
sureties, as set forth in the most current annual revision of 
United States Treasury Circular 570, 30r 4[as indicated by the 
most current rating set forth by an independent, nationally 
recognized United States rating company]4 as determined by the 
Commissioner of Insurance 4[under subparagraph (b) of paragraph 
(2) of subsection c. of this section,3] pursuant to R.S.17: 18-9, 4 
meet or ~xceed the amount of the contract to be performed. 2 

4e. A board, officer or agent contracting on behalf of a county 
college shall not accept a payment or performance bond unless 
there is attached thereto a S!1rety Disclosure Statement and 
Certification to which each surety executing the bond shall have 
subscribed. This statement and certification shall be complete in 
all respects and duly acknowledged according to law, and shall 
have substantially the following form: 

SURETY DISCLOSURE STATEMENT AND CERTIFICAnON 

, surety(ies) on the attached bond, hereby 
certifies(y) the following: 



---------

UL The ~Ul_~l~~S_ ~hil ~-PQli~jJ~§Q~tal and surplus 
~uirements of R.~.17:}7_-6 Q~.S.1~:j?-7_as of the surety's 
most current annual fil~~ith the New~~rsey D~artment of 
Insurance. 

(2) The capital (where applicable) and surplus, as deternlined in 
accordance with the applicable laws of this State, of the 
surety(ies) participating in the issuance Qi. the attached bond is 
(are) in the following amount(s) as of the calendar year ended 
December 31, (most recent calendar year for which capital 
and surplus amounts are available), which amounts have been 
certified as indicated by certified public accountants (indicating 
separately for each surety that surety's capital and surplus 
amounts, together with the name and address of the firm of 
certified public accounts that shall have certified those amounts): 

ill~ With respect to each surety participating in the issuance 
of_._-_the..__attached. bond that has received from the United States­
~ecreta!y" of the Treasury a certificate of authority pursuant to 
~1 __U!_S~C.§9J05, _the underwriting limitation established therein 
and the date as of which that limitation was effective is as--_.....­

fol1o~s (indicating for each such surety that surety's 
!:!l!gerwriting limitation and the effective date thereof): 

(b) With respect to each surety participating in the issuance of 
the attached bond that has not received such a certificate of 
authority from the United States Secretary of the Treasury, the 
underwriting limitation of that surety as established pursuant to 
R.S.17:18-9 as of (date on which such limitation was so 
established) is as follows (indicating for each such surety that 
surety's underwriting limitation and the date on which that 
limi ta tion _was es tablished): 

----_._----­

(4) The amount of the bond to which this statement and 
certification is attached is $ 

ti) If, by virtue of one or more contracts of reinsurance, the 
amount of the bond indicated under item (4) above exceeds the 
total underwriting limitation of all sureties on the bond as set 
forth in items (3)(a) or (3)(b) above, or both, then for each such 
contract of reinsurance: 

(a) The name and address of each such reinsurer under that 
contract and the amount of that reinsurer's participation in the 
contract is as follows: 

; and 



iliL Eacl:!- su!:~_ty . t~a~ jS.. Q?!:t.L t().~.~uch contract of 
reinsurance certifies thaJ.~~ch_!,einsurerlisted under item (S)(a) 
~?lisfi~s the credit for r:ei!1suraI!.ce re..9..l!irement established under 
P.h! 993, c.243 (C~ 17:51 B= l_~L ..s~. and any applicable 
regulations in effect as of the date on which the bond to which 
this statement and certification is attached shall have been filed 
wi th the appropriate public agency. 

CERTIFICATE
 
(to be completed by an authorized certifying agent
 

for each surety on the bond)
 

I (name of agent) ,as (title of agent) for (name 
Q.L.~!I~ ,a corporation/mutual insurance company/other 
(indicating type of business organization) (circle one) domiciled 
in __Jstate of domicile) ,DO HEREBY CERTIFY that, to the 
best_QLmy knowledge, the foregoing statements made by me are 
lIlle, and ACKNOWLEDGE that, if any of those statements are 
fal~ this bond is VOID. 

(Signature of certifying agent) 

(Printed name of certifying agenJl 

(Ti tle of certifying agent)4 

(cf: P.L.1982, c.189, s.17) 
1[3.] .1:.1 Section 17 of P.L.1986, c.43 (C.18A:64-68) is 

amended to read as follows: 
17. a. In addition to or independently of the guaranty which 

may be required pursuant to this article, the State college may 
requi re tha t the successful bidder provide a surety company bond 
or other securi ty acceptable to the State college: 

[a.] ill For the faithful performance of all provisions of the 
advertisement for bids, the specifications and any othp.r 
documents issued to bidders or a repair or maintenance bond; and 

[b.] ill In a form which may be required in the speci fications 
or other documents issued to bidders. 

b. In every case in which a performance bond is required, the 
requirement shall be set forth in the specifications or other 
documents issued to all bidders, and every bidder shall be 
required to submit with the bid a certificate from a surety 
company stating that it will provide that bidder with a 
performance bond in the specified amount and form. 

c. The State college shall require that all performance bonds 
4[in the amount of 3[$750,000] $850,0003 or more]4 be issued by a 
surety which meets the following standards: 

ill 2[The surety has twice the minimum surplus and capital 
stock or net cash assets required by R.S.17:17-6 or R.S.17:17-7, 
whichever is appropriate, at the time the invitation to bid is 
issued; 

{n]2 The 3sure ty 4[has] shall have4 the minimum surplus and 
capital stock or net cash assets required by R.S.17:17-6 or 



B._~.lZ: ]7~7,_whi~.,--f!eve~ i"a~~()~riatel~J the time the invitation 
!i> g~d-l~i~sued~anQ 

W 4[Eit~!JAll Wi!hJes~s.;~to all payment and performance 
QQl!clsi!! the amount of~~.~o,OO.O_or more, (a) if the amount of the 
bond is at leastui850,QiJO.but not more than $3.5 million,4 the3 

surety 4[holds] shall hold4 ~ 2current2 certificate of authority, 
issued by the United States Secretary of the Treasury pursuant to 
31 U.S.C.§9305, that is valid 2[at the time the invitation to bid is 
issued] in the State of New Jersey as listed annually in the United 
States Treasury Circular 5702 4[J 4 3[and]3 2[Q}] 3[.02 If] 4[01'1.

ill] except that4 if3 the surety has been operational for a period 
in excess of five years, the surety 4shall be deemed to meet the 
requirements of this subparagraph if it4 is rated in one of the 
three highest categories by an independent, nationally rec~ed 

United States rating company that determines the financial 
stability of insurance companies, which rating company.-.Q£ 
companies shall be determined pursuant to standards promulgated 
!!y- the Commissioner of Insurance by regulation adopted pursuant 
to the "Administrative Procedure Act," P.L.1968, c,410 
~.52:14B-1 et sp&}31 4[except that the alternative requirements 
of this paragraph shall not be~licable to any surety that is 
operational on the effective date of P.L. , c. ~. .If.!!.ow 
pending before the Legislature as this bill) until the expiration of 
a period of one year following that effective date3] and (b) if the 
amount of the bond is more than $3.5 million, then the surety 
shall hold a current certificate of authority, issued by the United 
Statf~s Secretary of the Treasury pursuant to 31 U.S.C.§9305, that 
is ~a1i!ijn the State of New Jersey as listed annually in the 
Unit~Q St~Ites Treasury Circular 570 and, if the surety has been 
operational for a period in excess of five years, shall be rated iD 
one of the three highest categories by an independent, nationally 
recognized United States ratinjL company that determines _~he 

financial stability of insurance companies, which rating compallY 
or companies shall be determined pursuant to standards 
promulgated -.hY. the Commissioner of Insurance by regulation 
adopted ~ursuant to the ':1\dministrative Procedure Act, " 
P.L.1968, c,4W (C.52:14B-1 et~\ 4A surety subject to V!~ 

provision.§..._of subparagraph (b) of this paragraph which does not 
hold a certificate of authority issued by the United States 
Secretary of the Treasury shall be exempt from the requirement 
to hold such a certificate if the surety meets an equivalent set of 
standards developed by the Commissioner of Insurance through 
~~tion which at least equal, and may exceed, the general 
criteria required for issuance of a certificate of authority by the 
United States Secretary of the Treasury pursuant to 31 
U.S.C.§9305. A surety company seeking such an exemption shall, 
not later than the 180th day following the effective date of 
P.L. c. (C. )(now pending before the 
Legislature as this bill), certify to the appropriate State college 
that it meets that equivalent set of standards set forth by the 
Commissioner as promulgated. 4 

d. 2[No] A2 State college shall 2not2 accept more than one 
4payment and4 performance bond to cover a single construction 
contract. 2The State college may accept a single bond executed 



LJ~ mo~~ tl1an_gne surQI y to_ coy.~J:. _a single constD!~!Lon_<;;ontract 

qnJy if the combined w1d~!~ri!in-.& 1!!11!taJi91J~9L-illl_th~.named 

s~_~~_!iesL as set forth_.i!l_ the _nlO~t _(;~IreT!LannuaLrevision of 
llniteil_~Jates Treasury CirculQr570,_3~~ 4[as indicate!Lby the 
lI.lO.-:c;t _current rating set forth by an independent, nationally 
re~ORlJ.i~_ed United States rating company]4 as detennined by the 
Coml_!!issioner of Insurance 4[under subparagraph (b) of paragraph 
~J Qf subsection c. of this section,3] pursuant to R.S.17:18-9,4 
meet ~r excee!Lilie amount of the contract to be performed. 2 

4e. A board, officer or agent contracting on behalf of a State 
college shall not ac~~--payrnent or performance bond unless 
there is attached thereto a Surety Disclosure Statement and 
Certification to which each surety executing the bond shall have 
subscribed. This statement and certification shall be complete in 
all respects and du~cknowledged according to law, and shall 
have substantially the following form: 

SURETY DISCLOSURE STATEMENT AND CERTIFICATION 

, surety(ies) on the attached bond, hereby 
certifies(y) the followin-.&: 

(1) The surelY..- meet.s the app!icable capital and surplus 
requirements~ R.S:12:17-6 or R.S.1X:17-7 as oL1b_e __ surety~ 

most current annual fJling wit!l-.1he N~~krseLDepast~~il.l._of 

Insurance. 
(2J The capital (whe£~.C1Pplicable)and surplus, as determined iT! 

9-ccordance with the applicable laws of this _State, of the 
~ur.~lY1Les) participating in the issuanC_!L9f the attached bond t~ 

~~el_)n the following amount(sL as of the calendar year ended 
December 31, (most recent calendar year for which capital 
and_ surplus amounts are available),. which amounts ha~e~~~~ 

certified as indicated by certified pubU~~ccountants (indica!!!!8 
separately for each surety. that. su~s capital and surplus 
amounts, together with the name and address of the firm of 
certified public accounts that shall have certified those amountsl 

-----~--------

(3) (a) With respect to each surety participating in the issuance 
of the attached bond that has received from the United States 
Secre~of the Treasury a certificate of authority pursuant to 
31 U.S.C.§9305, the underwriting limitation e~tablished therein 
and the date as of which that limitation was effective is as 
follows (indicating for each such surety that surety's 
under"{riting limitation and the effective date thereof): 

(b) With respect to each surety participating in the issuance of 
the attached bond that has not received such a certificate of 
authority from the United States Secretary of the Treasury, the 



--------

underwriting limitation_of_that 5u!,_~ly _<!§_~stablished~r!5uanl to 
..... R.S.17: 18-9 as of (da t~H_on~hich__~~gh_limitation was so 

established) is as foll~~ndicaJing for_ ~ach such surety that 
surety's underwriting limitation and ~ll~ date on which that 
limitation was established): 

(4) The amount of the bond to which this statement and 
certification is attached is $ 

!§l If, by virtue of one or more contracts of reinsurance, the 
amo!JI1t of the bond indicated under item (4) above exceeds the 
total underwriting limitation of all sureties on the bond as set 
forth in items (3)(a) or (3)(b) above, or both, then for each such 
contract of reinsurance: 
~he name and address of each such reinsurer under that 

con.tract and the amount of that reinsurer's participation in the 
con t rac t is as follows: 

; and 
(b) Each surety that is party to any such contract of 

reinsurance certifies that each reinsurer listed under item ~ 

satisfies the credit for reinsurance requirement established under 
P.L.1993, c.243 (C: 17:51B-l et seq.) and any apIilicabl~ 

regulations in effect as of the date on which the bond to which 
this statement and certification is attached shall have been filed 
with the appropriate public agency. 

CERTIFICATE
 
(to be compJeted by an authorized certifying agent
 

for each surety on the bond)
 

I (name of agent) ,as (title of agent) for (name 
of surety) ,a corporation/mutual insurance company/othe~ 

(indicating type of business organization) (circle one) domiciled 
in (state of domicile) ,DO HEREBY CERTIFY that, to the 
best of my knowledge, the foregoing statements made by me are 
true, and ACKNOWLEDGE that, if any of those statements are 
false, this bond is VOID. 

(Signature of certifying agent) 

(Printed name of certifying agent) 

(Title of certifying agent)4 

(cf: P.L.1986, c.43, s.17) 
1[4.] 5. 1 This act shall take effect l[immediately] 4[on the 

90th day following enactment1] immediately4. 



SPONSOR'S STATEMENT
 

STATEMENT
 

Under current law contractors working on State, county, 
municipal, school district. county college or State college public 
works construction projects are required to post surety bonds. 
This bill requires that a surety issuing a surety bond in the 
amount of $750,000 or more for such a project must meet the 
following standards: 

(1) the surety must have twice the minimum surplus and 
capital or net cash assets required by R.S.17:17-6 or R.S.17:17-7, 
whichever is appropriate, at the time the invitation to bid is 
issued; 

(2) the surety must hold a certificate of authority, issued by 
the United States Secretary of the Treasury pursuant to 31 U.S.C. 
§9305, that is valid at the time the invitation to bid is issued; and 

(3) if the surety has been in business for more than five years, 
it must be rated in one of the three highest categories by an 
independent, nationally recognized United States rating company 
that determines the financial stability of insurance companies, 
which rating company or companies shall be determined pursuant 
to standards promulga ted by the Commissioner of Insurance by 
regula t ion. 

Additionally, under the provisions of the bill, no more than one 
surety bond may be accepted by such a public entity for any 
single construction contract. 



ASSEMBLY STA n: COVF:.:RNMENT COMMITTEE 

STATEMENT TO 

[SECOND REPRINT] 

SENATE, No. 305 
wi th committee amendmen ts 

STATE OF NEW JERSEY
 
DATED: JUNE 8, 1995 

The Assembly State Government Committee reports favorably 
and with committee amendments Senate, No. 305 (2R). 

This bill, as amended, requires that a surety issuing a 
performance bond in the amount of $850,000 or more on a public 
works construction project funded by the State, a local 
contracting unit (which includes a county, municipality or board, 
commission, committee, authori ty or agency thereof), a school 
district, or a State or county college must meet the following 
standards: 

(1) The surety must have the minimum surplus and capital 
stock or net cash assets required by R.S.17:17-6 or R.S.17:17-7, 
as appropriate. at the time the invitation to bid is issued; and 

(2) The surety must either (a) hold a current certificate of 
authority, issued by the United States Secretary of the Treasury 
pursuant to 31 U.S.C.§9305, that is valid in the State of New 
Jersey as listed annually in the United Stal es Treasury Circular 
570, or (b) if the surety has been in business for more than five 
years, it must be rated in one of the three highest categories by 
an independent, nationally recognized United States rating 
company that determines the financial stability of insurance 
companies, which rating company or companies shall be 
determined pursuant to standards promulgated by regulation of 
the Commissioner of Insurance. The alternative requirements 
under this paragraph would not apply to a surety in business on 
the date on which the bill takes effect as law until one year after 
that effective date; a provision is included clarifying that the 
Department of Transportation would be allowed to continue its 
ap(Jlic<Jtion of the "Treasury listing" criterion during the 
one-year phase-in period. 

Addi t lUll ally. under the provisions of the bill, no more than one 
performance bond may be accepted by such a public entity for 
any single construction contract. 

The provisions of the bill would take effect on the 90th day 
follOWing enactment. 

COMMITTEE AMENDMENTS 

The committee amended this bill to (1) increase the minimum 
amount of a construction performance bond that would subject 
the surety issuing the bond to the standards established under the 
legislation from $750,000 to $850,000; (2) include in the standards 
a statement that the surety must have the minimum surplus and 
capi tal stock or net cash assets required presently by law at the 
time the invitation to bid is issued; and (3) delay for one year the 
applicability of the standards to sureties doing business on the 
date that the bill takes effect as law. 



SENATE CO\1\f1<R. C1.. (:f )\-1\tIIlTEE 

STATEMENT TO 

SENATE, No. 305 
with committee amendments 

STATE OF NEW JERSEY
 
DATED: MARCH 10, 1994 

The Senate Commerce Committee reports favorably and with 
committee amendments Senate Bill No. 305. 

This bill, as amended, requires that a surety issuing a 
performance bond in the amount of $750,000 or more for State, 
contracting unit (which includes a county, municipality or board, 
commission, committee, authori ty or agency thereof), school 
district, county college or State college public works construction 
projects must meet the following standards: 

(1) the surety must have twice the minimum surplus and 
capital or net cash assets required by R.S.17:l7-6 or R.S.17:17-7. 
whichever is appropriate, at the time the invitation to bid is 
issued; 

(2) the surety must hold a certificate of authority, issuerl by 
the United States Secretary of the Treasury pursuant to 31 U.S.C. 
§9305, that is valid at the time the invitation to bid is issued; and 

(3) if the surety has been in business for more than five years, 
it must be rated in one of the three highest categories by an 
independent, nationally recognized Uni ted States rating company 
that determines the financial stahili ty of insurance companies, 
which rating company or companies shall be determined pursuant 
to standards promulgated by the Commissioner of Insurance by 
regula tion. 

Additionally, under the provisions of the bill, no more than one 
performance bond may be accepted by such a public enti ty for 
any single construction contract. 

The provisions of the bill would take effect on the 90th day 
following enactment. 

This bill was pre-filed for introduction in the 1994 session 
pending technical review. As reported, the bill includes the 
changes required by technical review which has been performed. 



STATEMENT TO SENATE FLUOR AMENDMENT
 

STATEMENT
 

With these Senate amendments, the bill will require that a 
surety issuing a performance bond in the amount of $750,000 or 
more for State, contracting unit (which includes a county, 
municipali ty or board, commission, committee, authority or 
agency thereof), school district, county college or State college 
public works construction projects must meet the following 
standards: 

(1) the surety must hold a certificate of authority, issued by 
the United States Secretary of the Treasury pursuant to 31 U.S.C. 
§9305, that is valid in this State as listed annually in the United 
States Treasury Circular 570; and 

(2) if the surety has been in business for more than five years, 
it must be rated in one of the three highest categories by an 
independent, nationally recognized United States rating company 
that determines the financial stability of insurance companies, 
which rating company or companies shall be determined pursuant 
to standards promulgated by the Commissioner of Insurance by 
regulation. 

These Senate amendments deleted the provision that required 
that the surety must have twice the minimum surplus and capital 
or net cash assets required by R.S.17:17-6 or R.S.17:17-7, 
whichever is appropriate, at the time the invitation to bid is 
issued. 

Although the Sena te amendments maintain the prohibition in 
the bill that no more than one performance bond may be accepted 
by such a public entity for any single construction contract, the 
amendments specifically allow the acceptance of a single 
performance bond executed by more than one surety to cover a 
single construction contract under certain circumstances. 
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