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What other sureties wouldn’t dream of, we do every day. We’re accessible, responsive, fl exible, and always ready to talk. Above all, we 
handle the bonding cases other sureties can’t. (Or won’t.) So if your case seems a little out of the ordinary, call us instead: (860) 415 8400. 



$OWKRXJK�WKH�8QLWHG�6WDWHV¶�XQHPSOR\PHQW�UDWH�DQG�
WKH�FRQVWUXFWLRQ�XQHPSOR\PHQW�UDWH�ERWK�DUH�GRZQ�IURP�
WKLV�WLPH�ODVW�\HDU��UHFRYHU\�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\�LV�
ODJJLQJ�EHKLQG�WKH�UHVW�RI�WKH�FRXQWU\��,Q�$SULO�������WKH�8�6��
XQHPSOR\PHQW�UDWH�ZDV������������LQ�$SULO��������EXW�WKH�UDWH�
IRU�FRQVWUXFWLRQ�ZDV�DW��������������LQ�$SULO���������
7KH�KRXVLQJ�PDUNHW�LV�UHFRYHULQJ��WKH�MRE�PDUNHW�

LPSURYLQJ��DQG�WKH�VWRFN�PDUNHW�VXUJLQJ��ZKLFK�KDV�
LQFUHDVHG�FRQVXPHU�FRQILGHQFH�DQG�VSHQGLQJ��8QIRUWXQDWHO\��
JRYHUQPHQW�VSHQGLQJ�DW�DOO�OHYHOV²ZKLFK�GULYHV�EXVLQHVV�IRU�
WKH�FRQVWUXFWLRQ�LQGXVWU\�DQG��LQ�WXUQ��WKH�VXUHW\�LQGXVWU\²
LV�WKH�ZHDNHVW�DUHD�RI�WKH�HFRQRP\��:LWK�PRUH�VSHQGLQJ�
FXWV�WR�PHHW�WKH�UHTXLUHPHQWV�RI�VHTXHVWUDWLRQ��WKH�ODFN�RI�
JRYHUQPHQW�DFWLYLW\�ZLOO�FRQWLQXH�WR�KDYH�D�QHJDWLYH�LPSDFW�RQ�
HFRQRPLF�JURZWK�IRU�WKH�UHPDLQGHU�RI�WKH�\HDU�
7KH�SURORQJHG�HFRQRPLF�GRZQWXUQ�KDV�JLYHQ�ZD\�WR�

DQ�LQFUHDVH�LQ�VXUHW\�FODLPV�DQG�ORVVHV�RYHU�WKH�ODVW�\HDU��
6PDOOHU�FRQWUDFWRUV�KDYH�EHHQ�KLW�WKH�KDUGHVW�DQG�PDQ\�PRUH�
SUREDEO\�ZLOO�EH�IRUFHG�RXW�RI�EXVLQHVV��:LWK�FODLPV�DQG�
ORVVHV�LQFUHDVLQJ��7LP�0LNRODMHZVNL��FKDLU�RI�6)$$¶V�%RDUG�
RI�'LUHFWRUV�DQG�SUHVLGHQW�RI�/LEHUW\�0XWXDO�6XUHW\��VD\V��
³6XUHW\�FRPSDQLHV¶�FODLPV�GHSDUWPHQWV�PXVW�EH�SURSHUO\�
VWDIIHG�WR�PDWFK�WKH�GHPDQG�DQG�PXVW�UHVSRQG�UHVSRQVLEO\�WR�
FODLPV�DQG�KRQRU�WKHLU�REOLJDWLRQV�´
6XUHW\�H[HFXWLYHV�JHQHUDOO\�GHILQH�WKH�FXUUHQW�VXUHW\�

PDUNHW�DV�³FRPSHWLWLYH�́ �³7KH�LQFUHDVH�LQ�FDSDFLW\�FRPHV�DW�D�
WLPH�ZKHQ�WKH�FRQVWUXFWLRQ�HFRQRP\�LV�VWLOO�IDLUO\�VWDJQDQW��
FUHDWLQJ�D�VXSSO\�GHPDQG�LPEDODQFH�DV�PRUH�VXUHWLHV�FRPSHWH�
IRU�D�VKULQNLQJ�SLH�́ �VD\V�*DU\�5LVSROL��YLFH�SUHVLGHQW�DQG�8�6��
ILHOG�RSHUDWLRQV�RIILFHU�IRU�&KXEE�6XUHW\���

SMALL

$V�RQH�ZRXOG�LPDJLQH��WKLV�VHJPHQW�KDV�EHHQ�KLW�WKH�KDUGHVW�
E\�WKH�FRQWLQXLQJ�WRXJK�HFRQRPLF�FRQGLWLRQV��0DQ\�EXVLQHVVHV�
KDYH�KDG�WR�FORVH�WKHLU�GRRUV�EHFDXVH�QRW�HQRXJK�ZRUN�LV�
DYDLODEOH�DW�DFFHSWDEOH�PDUJLQV��)RU�WKRVH�VPDOO�FRQWUDFWRUV�
VWLOO�DFWLYH�LQ�WKH�PDUNHW��FRPSHWLWLRQ�LV�KLJK��³:KHQ�LW�FRPHV�
WR�XQGHUZULWLQJ�WHUPV�DQG�FRQGLWLRQV��WKHUH�LV�SHUKDSV�PRUH�
VFUXWLQ\�RQ�VPDOOHU�FRQWUDFWRUV�EHFDXVH�RI�WKHLU�YXOQHUDELOLW\�
WR�WKH�FRQWLQXLQJ�GHSUHVVHG�FRQVWUXFWLRQ�HFRQRP\�´�VD\�5RG�
:LOOLDPV��H[HFXWLYH�YLFH�SUHVLGHQW�DQG�FKLHI�XQGHUZULWLQJ�
RIILFHU�DW�/LEHUW\�0XWXDO�6XUHW\��0LFKDHO�-��+HUURG��H[HFXWLYH�
YLFH�SUHVLGHQW�DQG�PDQDJLQJ�GLUHFWRU�RI�VXUHW\�DW�$RQ�
&RQVWUXFWLRQ�6HUYLFHV�*URXS��VXJJHVWHG�WKDW�RZQHUV�DQG�
FRQWUDFWRUV�GR�UHVHDUFK�RQ�WKHLU�VXUHW\�LQ�WKLV�PDUNHW��³:KLOH�
VRPH�RI�WKH�QDWLRQDO�VXUHW\�FRPSDQLHV�KDYH�VSHFLDOW\�XQLWV�
ORRNLQJ�IRU�EXVLQHVV�KHUH��LW�WHQGV�WR�EH�PRUH�GRPLQDWHG�E\�WKH�
OHVVHU�UHFRJQL]HG�VXUHW\�FRPSDQ\�QDPHV�´�KH�VD\V�
/DUJH�VXUHW\�FRPSDQLHV��WKRXJK��KDYH�WDNHQ�DQ�LQWHUHVW�

LQ�VPDOOHU�FRQWUDFWRUV��DQG�H[HFXWLYHV�WHQG�WR�DJUHH�WKDW�
ILQDQFLDOO\�VRXQG�FRQWUDFWRUV�ZLOO�ILQG�VXUHW\�FUHGLW��³,W�LV�
FOHDU�WKDW�WKH�ODUJHVW�VXUHW\�SURYLGHUV�KDYH�EHJXQ�PDUNHWLQJ�
IRU�WKH�VPDOO�DQG�PHGLXP�DFFRXQWV�́ �VD\V�0LNH�)RVWHU��
H[HFXWLYH�YLFH�SUHVLGHQW�RI�XQGHUZULWLQJ�DW�0HUFKDQWV�
%RQGLQJ�&RPSDQ\��³3RVLWLYH�UHVXOWV�IRU�WKRVH�WUDGLWLRQDOO\�LQ�

WKH�VPDOO�WR�PHGLXP�VSDFH�KDYH�LPSURYHG�WKHLU�VXUSOXV�DQG�
FDSDFLW\�IRU�ODUJHU�DFFRXQWV�´
³0RVW�VXUHWLHV¶�SURJUDPV�IRU�WKLV�PDUNHW�DUH�VWUHDPOLQHG�

WR�PDNH�WKH�XQGHUZULWLQJ�SURFHVV�TXLFN�DQG�OHVV�SDSHU�
LQWHQVLYH�́ �VD\V�/DZUHQFH�0F0DKRQ��SUHVLGHQW�RI�1$6%3�
DQG�H[HFXWLYH�YLFH�SUHVLGHQW�DQG�VXUHW\�PDQDJHU�DW�$OOLDQW�
,QVXUDQFH�6HUYLFHV��,QF���RI�6DQ�'LHJR��&DOLI�

MEDIUM

³3UREDEO\�WKH�PRVW�VRXJKW�PDUNHW�LQ�WKH�LQGXVWU\��FDSDFLW\�LV�
IUHHO\�DYDLODEOH�ZLWK�YHU\�FRPSHWLWLYH�UDWHV�́ �VD\V�%RE�6WDSOHV��
VHQLRU�YLFH�SUHVLGHQW�RI�VXUHW\�DW�$OOLHG�:RUOG�8�6��0DQ\�
FRQWUDFWRUV�LQ�WKLV�PDUNHW�KDYH�VXIIHUHG�GXH�WR�GHFOLQHV�LQ�
ZRUN�RSSRUWXQLWLHV�DW�WKH�VWDWH�DQG�ORFDO�OHYHOV��7KRVH�ZKR�
ZHUH�DJJUHVVLYH�ZLWK�FXWWLQJ�RYHUKHDG�DW�WKH�EHJLQQLQJ�RI�
WKH�GRZQWXUQ�DUH�IDULQJ�EHWWHU��EXW�WKH�PDUNHW�LV�VWLOO�YHU\�
FRPSHWLWLYH��³7KH�VPDOO�DQG�PLGGOH�VHJPHQWV�DUH�LQFUHDVLQJO\�
FRPSHWLWLYH�GXH�WR�QHZ�HQWUDQWV�LQ�WKHVH�VHJPHQWV��EXW�WKLV�
KDV�QRW�UHVXOWHG�LQ�ORZHU�SULFHV�RU�GHWHULRUDWLQJ�WHUPV�DQG�
FRQGLWLRQV�́ �VD\V�5RVV�)LVKHU��YLFH�SUHVLGHQW�DQG�JHQHUDO�
PDQDJHU�RI�7KH�+DUWIRUG�&RQVWUXFWLRQ�*URXS�	�%RQG�
0LGGOH�PDUNHW�FRQWUDFWRUV�DOVR�ZLOO�ILQG�WKDW�VXUHW\�

XQGHUZULWHUV�DUH�RQ�WKH�ORRNRXW�IRU�DQ\�LQIRUPDWLRQ�WKDW�
PD\�EH�D�³UHG�IODJ´�LQGLFDWLQJ�ILQDQFLDO�SUREOHPV�RU�RWKHU�
VWUXJJOHV��³6XUHW\�XQGHUZULWLQJ�LV�WDNLQJ�D�YHU\�FORVH�ORRN�DW�
PLGGOH�PDUNHW�FOLHQWV�WR�PDNH�VXUH�WKH\�SRVVHVV�VXIILFLHQW�
UHVRXUFHV�WR�ZLWKVWDQG�FXUUHQW�FRQGLWLRQV�́ �VD\V�0LNH�%RQG��
KHDG�RI�VXUHW\�IRU�=XULFK�1RUWK�$PHULFD�

LARGE

7KLV�UHPDLQV�D�KLJKO\�FRPSHWLWLYH�PDUNHW�DV�ZHOO��%XVLQHVVHV�
ZLWK�VWURQJ�EDODQFH�VKHHW��KRZHYHU��ZLOO�EH�DEOH�WR�REWDLQ�
VXUHW\�FUHGLW��³7KLV�PDUNHW�LV�FUHGLW�VHQVLWLYH��ZKHUHE\�WKH�
EHWWHU�FUHGLWV�DUH�JHWWLQJ�IDYRUDEOH�WHUPV�DQG�FRQGLWLRQV�DQG�
DGHTXDWH�FDSDFLW\��ZKLFK�LV�RIWHQ�PRUH�WKDQ�D�FRQWUDFWRU�FDQ�
XVH�WKHVH�GD\V�́ �VD\V�$RQ¶V�+HUURG��

MEGA

*OREDOL]DWLRQ�RI�FRQVWUXFWLRQ�KDV�KDG�D�PDMRU�LPSDFW�RQ�
WKLV�PDUNHW�VHJPHQW��ZKLFK�LV�VHHLQJ�WKH�PRVW�DFWLYLW\��³7KH�
QHHG�IRU�TXDOLW\�VXUHW\�KDV�QRW�ZDQHG��HVSHFLDOO\�DPRQJ�
ODUJHU�PXOWLQDWLRQDO�FRQWUDFWRUV�ZKR�QHHG�VLJQLILFDQW�
FDSDFLW\�́ �VD\V�'DYLG�+HZHWW��SUHVLGHQW�±�VXUHW\�DW�WKH�;/�
*URXS��³&DSDFLW\�IRU�PHJD�FRQWUDFWRUV�LV�FRYHUHG�E\�WKH�WRS�
ILYH�RU�VL[�VXUHW\�FRPSDQLHV�LQ�WKH�PDUNHW�́ �VD\V�/LEHUW\¶V�
:LOOLDPV��³7KLV�KDV�EHHQ�D�GHVLUDEOH�VHJPHQW�RI�WKH�PDUNHW�
LQ�UHFHQW�\HDUV�EHFDXVH�RI�WKH�JHQHUDOO\�KLJK�FUHGLW�TXDOLW\�
RI�ODUJHU�FRQWUDFWRUV�DQG�WKH�LQFUHDVLQJ�QXPEHU�RI�YHU\�
ODUJH�FRQVWUXFWLRQ�SURMHFWV�́ �KH�VD\V��6XUHW\�FRPSDQLHV�GR�
QRW�UHSRUW�IUHTXHQW�RU�VLJQLILFDQW�ORVVHV�LQ�WKLV�VHJPHQW��EXW�
DQ\�FKDQJH�LQ�WKRVH�FLUFXPVWDQFHV�GHILQLWHO\�ZLOO�LPSDFW�
VXUHW\�FDSDFLW\��³7KH�PHJD�FRQWUDFWRUV�DUH�FOHDUO\�WKH�
PRVW�VXVFHSWLEOH�WR�D�UHVWULFWLRQ�RI�FDSDFLW\�LQ�WKH�HYHQW�RI�
VXVWDLQHG�VXUHW\�ORVVHV�́ �VD\V�5REHUW�5DQH\��H[HFXWLYH�YLFH�
SUHVLGHQW�RI�7UDYHOHUV�%RQG�	�)LQDQFLDO�3URGXFWV�
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CONTRACTOR FAILURES

5HGXFHG�JRYHUQPHQW�IXQGLQJ�RI�DQG�VSHQGLQJ�RQ�SXEOLF�
SURMHFWV�LV�RQH�RI�WKH�PDLQ�UHDVRQV�IRU�WKH�OLQJHULQJ�GHSUHVVHG�
PDUNHW�IRU�FRQVWUXFWLRQ��7KH�SULYDWH�VHFWRU�LV�VORZO\�VKRZLQJ�
VLJQV�RI�LPSURYHPHQW��&RQWUDFWRUV¶�SURILW�PDUJLQV�DUH�
GHSUHVVHG��ZLWK�WKH�H[FHSWLRQ�RI�VRPH�ODUJH�FRQWUDFWRUV�ZLWK�
VSHFLDOL]HG�H[SHUWLVH�ZKR�KDYH�UHPDLQHG�SURILWDEOH��7KH�
SURORQJHG�HFRQRPLF�GRZQWXUQ�KDV�OHG�WR�DQ�LQFUHDVH�LQ�ORVVHV�
IRU�������EXW�WKH\�ZHUH�QRW�DV�KLJK�DV�DQWLFLSDWHG��6)$$¶V�\HDU�
HQG�UHVXOWV�IRU������VKRZ�DQ�LQFUHDVHG�ORVV�UDWLR�DW������XS�
���IURP�ODVW�\HDU��ZKLFK�UHIOHFWV�WKH�UHSRUWLQJ�RI�FODLPV�IURP�
FRQWUDFWRU�IDLOXUHV�VWHPPLQJ�IURP�WKH�HFRQRPLF�GRZQWXUQ��
0RVW�RI�WKLV�LV�WDNLQJ�SODFH�DW�WKH�VXEFRQWUDFWRU�OHYHO�DQG�
DPRQJ�VPDOO��DQG�PLG�VL]H�ILUPV��
0LNH�)RVWHU��H[HFXWLYH�YLFH�SUHVLGHQW�RI�XQGHUZULWLQJ�DW�

0HUFKDQWV�%RQGLQJ�&RPSDQ\��VD\V�KH�LV�VHHLQJ�DQ�XSWLFN�
LQ�SD\PHQW�ERQG�FODLPV�DJDLQVW�VROYHQW�SULQFLSDOV��³7KH�
PDMRULW\�RI�WKHVH�DUH�XOWLPDWHO\�UHVROYHG��EXW�LW�VKRZV�WKDW�
VXEFRQWUDFWRUV�DQG�VXSSOLHUV�ZDQW�WKHLU�PRQH\�IDVWHU��DQG�
LW�LV�IORZLQJ�PRUH�VORZO\��:H�FRQWLQXH�WR�VHH�VXSSOLHUV�DUH�
TXLFN�WR�ILOH�D�FODLP�WR�PDNH�VXUH�WKHLU�ULJKWV�WR�ILOH�D�FODLP�
DUH�SURWHFWHG�́ �KH�VD\V��$RQ¶V�+HUURG�VD\V�WKHUH�KDV�EHHQ�DQ�
LQFUHDVHG�LQWHUHVW�LQ�SRWHQWLDO�VDOHV�RI�EXVLQHVVHV�WKDW�GR�QRW�
KDYH�WKH�ILQDQFLDO�VWDQGLQJ�WR�ZHDWKHU�WKH�GRZQWXUQ��³$OVR��
ZH�NQRZ�RXU�JHQHUDO�FRQWUDFWRUV�DUH�VHHLQJ�VWUDLQ�LQ�WKHLU�
VXEFRQWUDFWRU�EDVH�DQG�UHSRUWLQJ�LQFUHDVHG�µQRLVH¶�LQ�WKH�
V\VWHP²QRW�VR�PXFK�IDLOXUHV�DV�RWKHU�IDFWRUV�VXFK�DV�VORZ�
SHUIRUPDQFH��SD\�GLVSXWHV��DQG�VDIHW\�VKRUW�FXWV�́ �KH�VD\V�
6XUHW\�H[HFXWLYHV�VD\�WKDW�WKH\�H[SHFW�PRUH�IDLOXUHV�DV�WKH�

HFRQRP\�SLFNV�XS��IROORZLQJ�KLVWRULFDO�WUHQGV��,W�LV�FULWLFDO�IRU�
FRQWUDFWRUV�WR�EH�SRVLWLRQHG�ILQDQFLDOO\�WR�KDQGOH�WKH�GHPDQGV�
WKDW�FRPH�DORQJ�ZLWK�PRUH�ZRUN�DV�WKH�HFRQRP\�LPSURYHV��
³:H�FRQWLQXH�WR�FRXQVHO�RXU�FOLHQWV�WR�SULFH�WKHLU�EXVLQHVV�LQ�
D�ZD\�WKDW�VXSSRUWV�WKHLU�RYHUKHDG�FRVWV��HVSHFLDOO\�DV�ZRUN�
EHFRPHV�PRUH�SOHQWLIXO�́ �VD\V�7KH�+DUWIRUG¶V�)LVKHU��2QO\�
WLPH�ZLOO�WHOO��WKRXJK��LI�FRQWUDFWRUV�ZLOO�EH�DEOH�WR�VXVWDLQ�
WKHLU�EXVLQHVVHV�WKURXJK�WKH�UHFRYHU\��³,Q�SDVW�UHFHVVLRQDU\�
F\FOHV��WKH�UHFRYHU\�KDV�EHHQ�PXFK�TXLFNHU�DQG�VWHHSHU�WKDQ�
ZH�KDYH�VHHQ�WKLV�WLPH�́ �VD\V�/LEHUW\¶V�:LOOLDPV�

VALUE AND PROTECTION

*LYHQ�WKH�YRODWLOLW\�RI�WKH�FXUUHQW�PDUNHW�DQG�LQFUHDVHG�
VXEFRQWUDFWRU�IDLOXUHV��VXUHW\�ERQGV�DUH�QHFHVVDU\�QRZ�PRUH�
WKDQ�HYHU��6XUHW\�ERQGV�DVVXUH�ODUJH�FRQWUDFWRUV�DQG�SULYDWH�
RZQHUV�WKDW�IXQGV�DQG�UHVRXUFHV�DUH�DYDLODEOH�WR�FRPSOHWH�
SURMHFWV��HYHQ�LQ�WKH�HYHQW�RI�SD\PHQW�RU�SHUIRUPDQFH�IDLOXUH�
IURP�ORZHU�WLHU�FRQWUDFWRUV�RQ�WKH�MRE��³6XUHW\�ERQGV�UHPDLQ�
WKH�EHVW�QRQ�SHUIRUPDQFH�ULVN�PDQDJHPHQW�WRRO�DQG��DV�D�
UHVXOW��D�SULPDU\�ZD\�WR�DVVXUH�WKDW�D�SURMHFW�LV�GHOLYHUHG�
RQ�WLPH�DQG�XQGHU�EXGJHW��2ZQHUV�DQG�JHQHUDO�FRQWUDFWRUV�
VLPSO\�WDNH�RQ�H[FHVVLYH�ULVN�ZKHQ�VXUHW\�ERQGV�DUH�QRW�
XWLOL]HG�́ �VD\V�=XULFK¶V�%RQG�
³,Q�UHFHQW�PRQWKV��D�QXPEHU�RI�RZQHUV�DQG�FRQWUDFWRUV�

KDYH�OHDUQHG�WKH�KDUG�ZD\�WKDW�QHLWKHU�VXEFRQWUDFWRU�GHIDXOW�
LQVXUDQFH�QRU�RWKHU�DOWHUQDWLYH�VHFXULW\�PHDVXUHV�SURYLGH�WKH�
VDPH�GHJUHH�RI�SURWHFWLRQ�DV������SHUIRUPDQFH�DQG�SD\PHQW�
ERQGV�́ �VD\V�7KH�+DUWIRUG¶V�)LVKHU��7KH�SUHTXDOLILFDWLRQ�
SURFHVV�SHUIRUPHG�E\�D�OLFHQVHG�VXUHW\�FRPSDQ\�LV�
XQPDWFKHG��DQG�VXUHW\�H[HFXWLYHV�VD\�WKDW�RZQHUV�DQG�ODUJH�
FRQWUDFWRUV�SXW�WKHPVHOYHV�DW�ULVN�ZKHQ�WKH\�WU\�WR�HYDOXDWH�

FRQWUDFWRUV¶�ILQDQFLDO�VWDQGLQJ�WKHPVHOYHV��³7KH�ULJRURXV�
DQG�LQ�GHSWK�LQYHVWLJDWLRQ�FRQGXFWHG�E\�WKH�VXUHW\�RI�WKH�
FRQWUDFWRU¶V�RYHUDOO�FUHGLWZRUWKLQHVV��ILQDQFLDO�VWUHQJWK��
DQG�SDVW�DQG�IXWXUH�DELOLW\�WR�SHUIRUP�WKH�SURMHFW�XQGHU�
FRQVLGHUDWLRQ�SURYLGH�PXFK�QHHGHG�SHDFH�RI�PLQG�DQG�GHIHQVH�
DJDLQVW�FRQWUDFWRU�GHIDXOW�́ �VD\V�7UDYHOHUV¶�5DQH\��³7KH�ERQG�
SUHPLXP�LV�D�VPDOO�SULFH�WR�SD\�WR�KDYH�DQ�H[SHUW�DVVLVW�
RZQHUV�DQG�FRQWUDFWRUV�ZLWK�WKH�ULVN�PLWLJDWLRQ��,W�LV�PRUH�
FRVW�HIIHFWLYH�WKDQ�WU\LQJ�WR�KDQGOH�LW�LQWHUQDOO\�DQG�SD\LQJ�WKH�
RYHUKHDG�DVVRFLDWHG�ZLWK�LW�́ �VD\V�0HUFKDQWV¶�)RVWHU�
6RPH�VXUHW\�FRPSDQLHV�UHSRUW�DQ�LQFUHDVH�LQ�VXUHW\�

ERQG�XVDJH�LQ�WKH�SULYDWH�VHFWRU�DV�ZHOO��DV�SULYDWH�RZQHUV�
XQGHUVWDQG�WKH�EHQHILW�RI�D�VXUHW\�ERQG�DQG�PRUH�OHQGHUV�
UHTXLUH�WKHP��;/¶V�+HZHWW�VD\V�WKDW�VXUHW\�ERQGV�DUH�EHLQJ�
XVHG�PRUH�RQ�ODUJH�LQWHUQDWLRQDO�SURMHFWV��³0XOWLQDWLRQDO�
FRQWUDFWRUV�DUH�ILQGLQJ�RSSRUWXQLWLHV�DOO�RYHU�WKH�ZRUOG�DQG�
NQRZLQJ�WKH�EHQHILWV�RI�VXUHW\�KHUH��FRQWLQXH�WR�ORRN�IRU�
VXUHW\�DV�D�PHDQV�WR�PDQDJH�WKHLU�SHUIRUPDQFH�ULVNV�́ �KH�VD\V��

SURETY OUTLOOK

,QVXIILFLHQW�ZRUN�LQ�ERWK�WKH�SULYDWH�DQG�SXEOLF�VHFWRUV�
FRQWLQXHV�WR�NHHS�FRQWUDFWRUV�IURP�RSHUDWLQJ�SURILWDEO\��7KRVH�
FRQWUDFWRUV�ZKR�DUH�KDQJLQJ�RQ�E\�D�WKUHDG�SUREDEO\�ZLOO�EH�
IRUFHG�WR�H[LW�WKH�PDUNHWSODFH�E\�WKH�HQG�RI�WKH�\HDU��6XUHW\�
H[HFXWLYHV�DJUHH�WKDW�ORVVHV�ZLOO�ULVH��6RPH�VD\�ORVVHV�ZLOO�
LQFUHDVH�LQ�IUHTXHQF\�EXW�QRW�VHYHULW\��DQG�RWKHUV�VD\�WKH\�
H[SHFW�ORVVHV�WR�JHW�PRUH�VHYHUH�DV�ZHOO��7KLV�ZLOO�EH�HVSHFLDOO\�
WUXH�RQFH�WKH�HFRQRP\�EHJLQV�WR�LPSURYH���
³/RVVHV�ZLOO�EH�PRUH�IUHTXHQW��EXW�,�GR�QRW�VHH�WKHP�EHLQJ�

PRUH�VHYHUH��VLQFH�WKH�LQGXVWU\�KDV�GRQH�D�EHWWHU�MRE�RI�VWLFNLQJ�
ZLWK�LWV�XQGHUZULWLQJ�GLVFLSOLQH�WKURXJK�WKLV�HFRQRP\��:LWK�
WKDW�VDLG��,�GR�QRW�VHH�WKLV�LPSDFWLQJ�FDSDFLW\�́ �VD\V�$OOLDQW¶V�
0F0DKRQ��DQG�PRVW�VXUHW\�H[HFXWLYHV�DJUHH��³:H�GR�QRW�H[SHFW�
FDSDFLW\�WR�EH�UHLQHG�LQ��KRZHYHU��ZH�GR�H[SHFW�WR�VHH�VXUHWLHV�UH�
XQGHUZULWH�ZKDW�WKH\�KDYH��D�SURFHVV�WKDW�PD\�SUXQH�DZD\�WKRVH�
ILUPV�WKDW�GR�QRW�PHHW�PRUH�UREXVW�XQGHUZULWLQJ�VWDQGDUGV�SXW�
LQ�SODFH�JRLQJ�IRUZDUG�́ �VD\V�$OOLHG�:RUOG¶V�6WDSOHV�
7KRVH�ZKR�H[SHFW�DQ�LQFUHDVH�LQ�VHYHULW\�RI�ORVVHV�VD\�WKDW�

VPDOOHU��UHJLRQDO�VXUHW\�FRPSDQLHV�ZLOO�EH�DIIHFWHG��EXW�WKH�
ODUJHU��QDWLRQDO�FRPSDQLHV�ZLOO�QRW��³%DUULQJ�D�WUDQVIRUPDWLYH�
HYHQW�PDUNHG�E\�H[WUHPH�VHYHULW\�WKDW�OHDGV�VXUHWLHV�WR�H[LW�
WKH�PDUNHW��WKHUH�OLNHO\�ZLOO�FRQWLQXH�WR�EH�DGHTXDWH�FDSDFLW\�
IRU�TXDOLILHG�FRQWUDFWRUV�́ �VD\V�&KXEE¶V�5LVSROL�
³7KH�VXUHW\�LQGXVWU\¶V�FKDOOHQJH�ZLOO�EH�VXVWDLQLQJ�LWV�

VXFFHVV�JDLQHG�IURP�WKH�ILYH�\HDU�FRQVWUXFWLRQ�H[SDQVLRQ�
IURP������WR�������ZKLFK�OHG�WR�WKH�EHVW�UXQ�WKH�VXUHW\�
LQGXVWU\�KDV�VHHQ�́ �VD\V�/LEHUW\¶V�0LNRODMHZVNL��³:KHQ�LW�
FRPHV�WR�ORVV�UDWLR��WKH�TXHVWLRQ�LV��DUH�ZH�JRLQJ�ZKHUH�WKH�
PDWK�DQG�KLVWRU\�ZRXOG�WHOO�XV�ZH¶UH�KHDGHG�RU�ZLOO�WKH�VWULFW�
XQGHUZULWLQJ�WUDLQLQJ�DQG�RWKHU�SUDFWLFHV�IURP�WKH�ODVW�IHZ�
\HDUV�NHHS�WKDW�IURP�KDSSHQLQJ"´�Q�

6WHSKDQLH�5RELFKDX[�LV�WKH�
FRPPXQLFDWLRQV�PDQDJHU�DW�7KH�6XUHW\�
	�)LGHOLW\�$VVRFLDWLRQ�RI�$PHULFD��6KH�
PD\�EH�UHDFKHG�DW����������������RU�
VURELFKDX[#VXUHW\�RUJ�
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We know the construction business is complex. As a Travelers customer, you’ll get informed advice to 

help you deal with it all. With an industry-exclusive Peer Group Analysis and Risk Management tools, 

we’ll help you through the ups and downs of the business. We’ve been a leader in the surety industry 

for over 100 years. Find out why. Contact your Travelers Agent, or visit travelers.com/bond.

travelers.com

©2013 The Travelers Indemnity Company. All rights reserved. Travelers and the Travelers Umbrella logo are registered trademarks of The Travelers Indemnity Company in the U.S. and other countries.  
The Travelers Indemnity Company and its property casualty affiliates. One Tower Square, Hartford, CT 06183

Be certain of one thing: With our 
surety services, your business will 
be given every chance to succeed.
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Q. Has a decrease in public funding for infrastructure 
projects impacted your contractors and the surety  
industry? What are you seeing with your contractors’ 
financial statements, and are industry financial results  
trending negatively, positively, or remaining neutral?

Michael Bond 

Head of Surety 

Zurich North America

:KLOH�PXFK�RI�WKH�SRSXODU�SUHVV�
KHDGOLQHV�WDON�DERXW�WKH�LQFUHDVH�
LQ�FRQVWUXFWLRQ�VSHQGLQJ�LQ�

������WKH�UHDOLW\�LV�WKDW�WKH�DPRXQW�RI�SXEOLF�VSHQGLQJ��
ZKLFK�KDV�D�GLUHFW�LPSDFW�RQ�VXUHW\�ERQG�H[SRVXUHV��KDV�
DFWXDOO\�GHFUHDVHG������RYHU�WKH�SULRU�\HDU�DFFRUGLQJ�
WR�WKH�$*&��:H�DUH�VHHLQJ�WKDW�RXU�FXVWRPHUV�KDYH�EHHQ�
QHJDWLYHO\�LPSDFWHG�E\�WKLV�GHFUHDVH�DV�WKH�DPRXQW�RI�
ZRUN�VLPSO\�KDV�QRW�EHHQ�DW�WKH�VDPH�OHYHOV�DV�SULRU�\HDUV��
0DQ\�RI�RXU�FXVWRPHUV�KDYH�SODQQHG�IRU�WKH�GHFUHDVH�DQG�
DUH�SHUIRUPLQJ�ZHOO�LQ�D�GLIILFXOW�HQYLURQPHQW��7KH�ULVN� �
WR�VXUHWLHV�KDV�LQFUHDVHG��DV�VRPH�VPDOO�DQG�PLGGOH�
PDUNHW�FXVWRPHUV�KDYH�IDLOHG�DQG�DUH�SUHVHQWLQJ�VRPH�
ORVVHV�WR�VXUHWLHV��&OHDUO\�ZH�VHH�VRPH�FRQWLQXLQJ�
XQFHUWDLQW\�DKHDG�LQ������DQG�������VR�ZH�VXJJHVW�
FXVWRPHUV�VWUHQJWKHQ�WKHLU�VXUHW\�UHODWLRQVKLSV�WR�
PDQDJH�WKURXJK�WKLV�SHULRG�LQ�DQ�HIIHFWLYH�ZD\�DQG�EH�LQ�
D�SRVLWLRQ�WR�XVH�WKHLU�VXUHW\�FUHGLW�WR�WKH�EHVW�DGYDQWDJH�
DQG�DFTXLUH�GHVLUDEOH�ZRUN�WKDW�ZH�WKLQN�ZLOO�EH�DYDLODEOH�
LQ�WKH�QHDU�WHUP�

Rod Williams

Executive Vice President and 

Chief Underwriting Officer  

Liberty Mutual Surety

7KH�GHFUHDVH�LQ�SXEOLF�FRQVWUXFWLRQ�
IXQGLQJ�KDV�KDG�D�SURORQJHG�
QHJDWLYH�LPSDFW�RQ�FRQWUDFWRUV�DQG�

WKH�VXUHW\�LQGXVWU\��$V�WKH�SULYDWH�FRQVWUXFWLRQ�PDUNHW�
GULHG�XS�DOPRVW�RYHUQLJKW��PDQ\�FRQWUDFWRUV�ZKR�ZRUNHG�
H[FOXVLYHO\�IRU�SULYDWH�FOLHQWV�ZHUH�IRUFHG�LQWR�WKH�SXEOLF�
PDUNHW�WR�VXUYLYH��6LPXOWDQHRXVO\��ZLWK�ORZHU�WD[�FRIIHUV�
WR�IXQG�FRQVWUXFWLRQ�SURMHFWV��SXEOLF�RZQHUV�ZHUH�OHWWLQJ�
PXFK�OHVV�ZRUN��7KH�UHVXOW�ZDV�D�KHLJKWHQHG�FRPSHWLWLRQ�
LQ�SXEOLF�FRQVWUXFWLRQ�ZLWK�JUHDWO\�UHGXFHG�SURILW�PDUJLQV��
0DQ\�FRQWUDFWRUV�ELG�ZRUN�DW�RU�EHORZ�WKHLU�FRVW�LQ�KRSHV�
RI�ULGLQJ�RXW�WKH�UHFHVVLRQ��7KRVH�FRQWUDFWRUV�ZKR�GLG�QRW�
RU�ZHUH�QRW�DEOH�WR�DGMXVW�WKHLU�EXVLQHVV�SODQ�DFFRUGLQJO\�
KDYH�VWUXJJOHG�RU�IDLOHG��,Q�DGGLWLRQ�WR�WDNLQJ�ZRUN�ZLWK�

ORZHU�PDUJLQV��PDQ\�FRQWUDFWRUV�LQFUHDVHG�WKHLU�ULVN�
SURILOH�E\�YHQWXULQJ�EH\RQG�WKHLU�KLVWRULFDO�DUHDV�RI�
H[SHUWLVH��HLWKHU�E\�WDNLQJ�RQ�ODUJHU�MREV��QHZ�W\SHV�RI�
ZRUN��RU�PRYLQJ�WR�QHZ�JHRJUDSKLFDO�DUHDV��:LWK�ORZHU�
PDUJLQV�DQG�GLPLQLVKHG�ILQDQFLDO�UHVRXUFHV��WKHUH�LV��
OLWWOH�PDUJLQ�IRU�HUURU�
7KH�VXUHW\�LQGXVWU\�LV�GHSHQGHQW�XSRQ�SXEOLF�FRQVWUXFWLRQ�

ZKLFK�DFFRXQWV�IRU�DSSUR[LPDWHO\�����RI�VXUHW\�ERQGV��$V�D�
UHVXOW��VXUHW\�LQGXVWU\�UHYHQXHV�KDYH�GURSSHG�DERXW����VLQFH�
WKH�UHFHVVLRQ�EHJDQ��,QGXVWU\�ORVV�UDWLRV�DUH�OLNHO\�WR�FRQWLQXH�
WR�ULVH�RYHU�������HVSHFLDOO\�LI�HFRQRPLF�DFWLYLW\�EHJLQV�WR�
SLFN�XS�DW�D�PRUH�UDSLG�SDFH��0HDQZKLOH��FRQWUDFWRU�ILQDQFLDO�
UHVXOWV�FRQWLQXH�WR�VWUXJJOH��
�

Ross Fisher

Vice President and General 

Manager  

The Hartford Construction 

Group & Bond

3XEOLF�FRQVWUXFWLRQ�VSHQGLQJ��
VSHFLILFDOO\�LQIUDVWUXFWXUH�
VSHQGLQJ��KDV�GHFUHDVHG�RYHU�WKH�

ODVW�VHYHUDO�TXDUWHUV��7KLV�KDV�FHUWDLQO\�LPSDFWHG�RXU�
FRQWUDFWRU�FOLHQWV�ZKR�ZRUN�LQ�WKLV�VSDFH��$V�OHVV�ZRUN�
KDV�EHHQ�DYDLODEOH��ELGGLQJ�KDV�EHHQ�KLJKO\�FRPSHWLWLYH��
ZKLFK�KDV�UHVXOWHG�LQ�D�GHWHULRUDWLRQ�RI�PDUJLQV�RQ�WKLV�
ZRUN��$V�D�UHVXOW��VRPH�FRQWUDFWRUV�KDYH�VHHQ�HURVLRQ�LQ�
WKHLU�JURVV�PDUJLQV�DQG�RYHUDOO�SURILWDELOLW\�� �
2YHUDOO��RXU�FRQWUDFWRU�FOLHQWV�KDYH�PDQDJHG�WKHLU�

EXVLQHVVHV�WKURXJK�WKHVH�FKDOOHQJLQJ�FRQGLWLRQV�E\�
DGDSWLQJ�WR�FKDQJHV�DQG�ULJKW�VL]LQJ�WKHLU�RYHUKHDG�FRVWV�
WR�UHPDLQ�SURILWDEOH��:H�KDYH�DOVR�VHHQ�VXEPLVVLRQV�
IURP�VRPH�FRQWUDFWRUV�WKDW�KDYH�QRW�DGDSWHG�WR�FKDQJLQJ�
FRQGLWLRQV�DQG�KDYH�EHHQ�DGYHUVHO\�LPSDFWHG��ZKLFK�PD\�
PDNH�LW�FKDOOHQJLQJ�IRU�WKHP�WR�VHFXUH�VXUHW\�FUHGLW�LQ�
WKH�FRPLQJ�PRQWKV��2YHUDOO��WKH�FRQWUDFWRUV�ZKR�KDYH�
DGDSWHG�WKHLU�EXVLQHVV�VWUDWHJLHV�WR�FXUUHQW�PDUNHW�
FRQGLWLRQV�DUH�FRQWLQXLQJ�WR�RSHUDWH�VXFFHVVIXOO\�� �

Matt Lubin

Senior Vice President and 

Chief Underwriting Officer

Chubb Surety

7KH�GHFUHDVH�LQ�SXEOLF�IXQGLQJ�
IRU�LQIUDVWUXFWXUH��HVWLPDWHG�DW�
XSZDUGV�RI�����VLQFH�LWV�SHDN�

LQ������DFFRUGLQJ�WR�)0,¶V�&RQVWUXFWLRQ�2XWORRN��UG�
4XDUWHU������5HSRUW��KDV�KDG�D�SURQRXQFHG�LPSDFW�

Executive Perspectives

[ Continued on Page S 9 ]
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*HWWLQJ�RƧ�WKH�JURXQG

Energy and Healthcare construction projects are very complex.  
$QG�VR�DUH�WKHLU�ULVNV��7R�JHW�\RXU�SURMHFW�WR�ǌQDQFLDO�FORVH�DQG�Rǋ� 
the ground, you need a surety partner who understands these risks. 
:KR�ZLOO�KHOS�SURWHFW�\RXU�SURMHFWšV�SURǌWDELOLW\�

That’s where we come in.

XLGroup’s BuildSecure addresses the unique needs of Energy and 
Healthcare contractors. Our dedicated Surety team works with your 
team to develop the right solution. We carefully review each project 
DQG�SURYLGH�FRQVXOWDWLRQ�DQG�EHVW�SUDFWLFHV�LQ�WKH�DUHDV�RI�

• Performance security terms and conditions

• Contract review

Ũ�3URMHFW�ǌQDQFLQJ

• Emerging issues

• Information network

With BuildSecure’s capacity of up to $250 Million, our team can give 
you the performance guarantee assistance you need.

)RU�LQIRUPDWLRQ�DERXW�BuildSecure or our other surety solutions 
�ZLWK�FDSDFLW\�RI�XS�WR����%LOOLRQ���WDON�WR�\RXU�EURNHU�RU�YLVLW�XV�RQOLQH�

 xlgroup.com/insurance

 MAKE YOUR WORLD GO

 and MAKE YOUR WORLD GO�DUH�WUDGHPDUNV�RI�;/�*URXS�SOF�FRPSDQLHV���;/�*URXS�LV�WKH�JOREDO�EUDQG�XVHG�E\�;/�*URXS�SOFšV�LQVXUDQFH�VXEVLGLDULHV��,Q�WKH�86��WKH�LQVXUDQFH�FRPSDQLHV�RI�;/�*URXS�SOF�DUH�� 
*UHHQZLFK�,QVXUDQFH�&RPSDQ\��,QGLDQ�+DUERU�,QVXUDQFH�&RPSDQ\��;/�,QVXUDQFH�$PHULFD��,QF���;/�,QVXUDQFH�&RPSDQ\�RI�1HZ�<RUN��,QF���;/�6HOHFW�,QVXUDQFH�&RPSDQ\��DQG�;/�6SHFLDOW\�,QVXUDQFH�&RPSDQ\��&RYHUDJH�
QRW�DYDLODEOH�LQ�DOO�MXULVGLFWLRQV��
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The Fourth C of Surety.
Sureties examine the Character, Capital and Capacity of your business, so why shouldn’t you study theirs? You’ll discover
what many top companies already know:  one surety stands out — Chubb. One of the only major surety providers with an
A.M. Best rating of A+ or better for 50+ years, Chubb gets straight A’s on those Three C’s, plus quite a few other C’s as
well:  Commitment to the surety industry, Counseling expertise, global Coverage, service Consistency, and Continuity of
experienced experts who know your business. Why not let Chubb “C” what we can do for you?

For more information, talk to your agent or broker, visit us at www.chubbsurety.com or e-mail us at surety@chubb.com.

BEYOND YOUR EXPECTATIONS

For promotional purposes, Chubb refers to the member insurers of the Chubb Group of Insurance Companies. Terms and conditions of the bonds are 
contained solely in the bonds as issued. Chubb, Box 1615, Warren, NJ 07061-1615.  © 2012 Chubb & Son, a division of Federal Insurance Company
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RQ�ERWK�FRQWUDFWRUV�DQG�WKH�VXUHW\�PDUNHW��7KH�VXUHW\�
LQGXVWU\¶V�ZULWWHQ�SUHPLXPV�DUH�GRZQ�DERXW�����RYHU�
WKH�SDVW�ILYH�\HDUV�GXH�SULPDULO\�WR�D�GHFUHDVH�LQ�ERQGHG�
ZRUN��ZKLOH�WKH�GLUHFW�ORVV�UDWLR�LQFUHDVHG�E\�DERXW� �
HLJKW�SRLQWV�LQ������LQ�ODUJH�SDUW�GXH�WR�WKH�SURORQJHG�
GRZQ�F\FOH��DFFRUGLQJ�WR�7KH�6XUHW\�	�)LGHOLW\�
$VVRFLDWLRQ�RI�$PHULFD��6XSSO\�KDV�FOHDUO\�RXWSDFHG�
GHPDQG�IRU�FRQWUDFWRUV�LQ�WKH�LQIUDVWUXFWXUH�VSDFH��
UHVXOWLQJ�LQ�D�QHJDWLYH�LPSDFW�RQ�NH\�ILQDQFLDO�PHWULFV�
VXFK�DV�UHYHQXH��SURILW��OLTXLGLW\��DQG�ZRUN�SURJUDPV��
&RQWUDFWRUV�ODFNLQJ�D�GLYHUVLILFDWLRQ�RI�JHRJUDSK\��
SURGXFW��RU�FXVWRPHUV�KDYH�IHOW�WKH�GRZQWXUQ�
GLVSURSRUWLRQDWHO\�
+RZHYHU��WKHVH�WUHQGV�DUH�QRW�XQLYHUVDO��6FDOH��

PDWWHUV��6LQFH�WKH�VWDUW�RI�WKH�UHFHVVLRQ��D�FOHDU�ELIXUFDWLRQ�
LQ�WKH�FRQVWUXFWLRQ�PDUNHW�KDV�GHYHORSHG��:KLOH�ORFDO�DQG�
UHJLRQDO�ILUPV�KDYH�IHOW�WKH�LPSDFW�RI��
WKH�UHFHVVLRQ��ODUJHU�FRPSDQLHV�KDYH�SHUIRUPHG��
IDLUO\�ZHOO��/DUJH�LQIUDVWUXFWXUH�FRQWUDFWV�DUH�PRUH�
IUHTXHQWO\�OHW�RQ�D�EHVW�YDOXH�RU�GHVLJQ�EXLOG�EDVLV���
ZKLFK�KDV�WHQGHG�WR�EHQHILW�ODUJHU�SOD\HUV��&XUWDLOHG�
JRYHUQPHQW�VSHQGLQJ�KDV�SXVKHG�QHFHVVDU\�LQIUDVWUXFWXUH�
PDLQWHQDQFH�DQG�QHZ�FRQVWUXFWLRQ�RII��
LQWR�WKH�IXWXUH�FUHDWLQJ�IHZHU�RSSRUWXQLWLHV�IRU�VPDOOHU�
ILUPV��(YROYLQJ�GHOLYHU\�PRGHOV�LQ�WKH�8�6���VXFK�DV�SXEOLF�
SULYDWH�SDUWQHUVKLSV��ZLOO�FRQWLQXH�WR�SXW��
SUHVVXUH�RQ�WKH�VPDOOHU�HQG�RI�WKH�FRQVWUXFWLRQ��
VSHFWUXP��:LWK�LQIUDVWUXFWXUH�VSHQGLQJ�H[SHFWHG��
WR�JUDGXDOO\�LPSURYH�RYHU�WKH�QH[W�IHZ�\HDUV��ZH¶OO��
QHHG�WR�ZDLW�DQG�VHH�LI�VXFK�D�UHFRYHU\�ZLOO�EHQHILW��
WKH�PDUNHW�DV�D�ZKROH�RU�RQO\�D�VPDOO�SHUFHQWDJH�RI��
SOD\HUV�EDVHG�RQ�WKH�FKDQJLQJ�G\QDPLFV�RI�WKH�
FRQVWUXFWLRQ�LQGXVWU\��

David Hewett

President – Surety

XL Group

7KH�GHFUHDVH�LQ�SXEOLF�IXQGLQJ��
IRU�LQIUDVWUXFWXUH�LV�KDYLQJ�D�
ULSSOLQJ�HIIHFW�LQ�PDQ\�DUHDV�
LQFOXGLQJ�PDQ\�FRQWUDFWRUV¶�

ILQDQFLDO�VWDWHPHQWV��7KDW�VDLG��KRZHYHU��WKLV�LV�ZKHUH�
VXUHW\�ERQGV�FDQ�PDNH�WKH�ELJJHVW�LPSDFW�DQG�KHOS�
HOLPLQDWH�SRWHQWLDO�GHIDXOW�ULVNV��7RGD\¶V�FRQWUDFWRUV�
FRQWLQXH��ZLWK�VRPH�KHVLWDQF\��WR�ORRN�DW�YDULRXV�DOWHUQDWLYH�
SURMHFW�GHOLYHU\�PHWKRGV��6XUHWLHV�DUH�ORRNLQJ�DW�LQQRYDWLYH�
ZD\V�WR�XVH�VXUHW\�WR�KHOS�LQ�WKHVH�QHZ�SURMHFW�GHOLYHU\�
DSSURDFKHV��6RPH�DUH�ORRNLQJ�DW�FROODERUDWLYH�VROXWLRQV�
XVLQJ�HOHPHQWV�RI�FRQWUDFWRU�DQG�VXEFRQWUDFWRU�ULVN�DQDO\VLV�
WR�DGGUHVV�SHUIRUPDQFH�ULVN�RQ�SULYDWH�FRQVWUXFWLRQ�
SURMHFWV��)RU�LQVWDQFH��RXU�VXUHW\�WHDP�LV�ORRNLQJ�DW�KRZ�WR�
SURYLGH�D�I OH[LEOH�ULVN�PDQDJHPHQW�SURGXFW�WKDW�DGGUHVVHV�
SHUIRUPDQFH�ULVN�VHFXULWL]DWLRQ��,Q�WRGD\¶V�FRQVWUXFWLRQ�
PDUNHW��ZH�FDQQRW�MXVW�GHOLYHU�WKH�RUGLQDU\��:H�KDYH�WR�
EXLOG�LQQRYDWLYH��FUHDWLYH�VROXWLRQV�����

Doug Hinkle

Senior Vice President and 

Chief Underwriting Officer

CNA Surety

�
:KLOH�RXU�QDWLRQ�KDV�RQJRLQJ�QHHG�
IRU�PDMRU�LQIUDVWUXFWXUH�LQYHVWPHQW��
WKH�ODFN�RI�SXEOLF�IXQGLQJ�GXH�WR�

UHGXFHG�UHYHQXHV�DQG�EXGJHW�FRQVWUDLQWV�FRQWLQXH�WR�XQGHUPLQH�
LQIUDVWUXFWXUH�IXQGLQJ��1DWLRQZLGH�SXEOLF�KLJKZD\�IXQGLQJ�
ZDV�GRZQ�������\HDU�RYHU�\HDU��DW�\HDU�HQG�������DQG�IXQGLQJ�
WKURXJK�$SULO�RI�WKLV�\HDU�UHIOHFWV�D�FRQWLQXHG�GHFOLQH�
5HGXFHG�IXQGLQJ�KDV�OHG�WR�LQFUHDVHG�FRPSHWLWLRQ�DQG�

VKULQNLQJ�SURILW�PDUJLQV��)LUPV�UHSRUWLQJ�RSHUDWLQJ�ORVVHV�
DUH�RFFXUULQJ�ZLWK�LQFUHDVHG�IUHTXHQF\��:KLOH�DOO�VL]HV�RI�
FRQWUDFWRUV�KDYH�EHHQ�LPSDFWHG��WKH�VPDOO�WR�PLG�VL]HG�
FRQWUDFWRUV��ZKR�KDYH�OHVV�VWD\LQJ�SRZHU��KDYH�EHHQ�XQGHU�WKH�
JUHDWHVW�SUHVVXUH�
$V�ZLWK�HYHU\�ZHDN�HFRQRPLF�F\FOH��VRPH�DUHDV�RI�WKH�

FRXQWU\�DUH�PRUH�QHJDWLYHO\�DIIHFWHG�WKDQ�RWKHU�DUHDV��
:KLOH�WKH�RYHUDOO�SHUIRUPDQFH�WUHQG�OLQH�IRU�RXU�KHDY\�FLYLO�
FRQWUDFWRUV�LV�PL[HG��PRVW�ILUPV�KDYH�PDGH�WKH�QHFHVVDU\�
DGMXVWPHQWV�LQ�WKHLU�RYHUKHDG�DQG�HTXLSPHQW�QHHGV�DQG�
UHPDLQ�RSHUDWLRQDOO\�VRXQG��0DQDJHPHQW�LV�FOHDUO\�EHLQJ�
WHVWHG�GXULQJ�WKLV�GLIILFXOW�EXVLQHVV�F\FOH�

Q. How do individual sureties differ from corporate 
sureties, and what should concern owners or contractors 
about the use of bonds from individual sureties?

Michael Herrod  

Executive Vice President/

Managing Director – Surety  

Aon Construction Services 

Group

,W�LV�LPSHUDWLYH�WKDW�RZQHUV�
DQG�FRQWUDFWRUV�KDYH�D�FOHDU�
XQGHUVWDQGLQJ�RI�WKH�ILQDQFLDO�

ZKHUHZLWKDO�RI�WKH�VXUHW\�FRPSDQLHV�SURYLGLQJ�SHUIRUPDQFH�
DQG�SD\PHQW�ERQGV�RQ�WKHLU�EHKDOI��&RUSRUDWH�VXUHW\�FRPSDQLHV�
SURYLGH�ERQGV�IRU�WKH�YDVW�PDMRULW\�RI�ERQGHG�FRQWUDFWV�LQ�WKH�
8QLWHG�6WDWHV�ZLWK�DQQXDO�SUHPLXPV�LQ�H[FHVV�RI������ELOOLRQ�IRU�
WKH�)<(�������3HUIRUPDQFH�DQG�SD\PHQW�ERQGV�JXDUDQWHH�WKDW�
WKH�VXUHW\�FRPSDQ\�ZLOO�FRPSOHWH�WKH�ZRUN�RU�PDNH�SD\PHQWV�
RQ�EHKDOI�RI�WKH�FRQWUDFWRU�LI�WKH�FRQWUDFWRU�GHIDXOWV��,W�LV�
LPSRUWDQW�WKDW�WKH�LVVXHU�RI�WKH�VXUHW\�ERQGV�KDYH�WKH�UHTXLUHG�
ILQDQFLDO�DVVHWV�DQG�FODLPV�FDSDELOLWLHV�WR�KRQRU�WKHLU�JXDUDQWHHV�
LQ�WKH�HYHQW�RI�D�GHIDXOW�
7KHUH�DUH�UHJXODWLRQV�DQG�WUDFNLQJ�PHFKDQLVPV�LQ�SODFH�

UHJDUGLQJ�WKH�ILQDQFLDO�DVVHWV�DQG�FODLPV�SD\LQJ�DELOLWLHV�IRU�
FRUSRUDWH�VXUHWLHV�WKDW�GR�QRW�H[LVW�IRU�LQGLYLGXDO�VXUHWLHV�LQ�
PRVW�FDVHV��&RUSRUDWH�VXUHWLHV�DUH�JHQHUDOO\�FRYHUHG�E\�GHWDLOHG�
DFFRXQWLQJ�UXOHV�DVVRFLDWHG�ZLWK�ULVN�EDVHG�FDSLWDO�WR�KHOS�
HQVXUH�WKHLU�DELOLW\�WR�SD\�FODLPV��7KH�FODLPV�SD\LQJ�DELOLW\�RI�DQ�

[ Continued from Page S 6 ]
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LQGLYLGXDO�VXUHW\�LV�FORVHO\�WLHG�WR�WKH�TXDOLW\�RI�WKH�XQGHUO\LQJ�
DVVHWV�EDFNLQJ�WKH�LVVXHU��7KH�ODFN�RI�WUDQVSDUHQF\�DQG�WKH�
SRWHQWLDO�LQDELOLW\�WR�TXDQWLI\�WKHVH�DVVHWV�VKRXOG�UDLVH�UHG�
IODJV�SULRU�WR�WKH�DFFHSWDQFH�RI�VXUHW\�ERQGV�IURP�DQ�LQGLYLGXDO�
VXUHW\�E\�DQ�RZQHU�RU�FRQWUDFWRU�����

Lawrence McMahon

Executive Vice President and 

Surety Manager  

Alliant Insurances, Inc.  

NASBP President

,QGLYLGXDO�VXUHWLHV�GR�QRW�UHFHLYH�
WKH�VDPH�KLJK�OHYHO�RI�VFUXWLQ\�DV�
FRUSRUDWH�VXUHWLHV��8QGHU�DSSOLFDEOH�

IHGHUDO�UHJXODWLRQV��WKH\�DUH�YHWWHG�VROHO\�E\�FRQWUDFWLQJ�RIILFHUV��
ZKR�RIWHQ�DUH�RYHUEXUGHQHG�DQG�XQGHU�UHVRXUFHG�DQG�DUH�QRW�
WUDLQHG�WR�HYDOXDWH�VXUHW\�DVVHWV�SOHGJHG�E\�LQGLYLGXDOV��)HGHUDO�
UHJXODWLRQV�GR�QRW�UHTXLUH�LQGLYLGXDO�VXUHWLHV�WR�SRVVHVV�D�
FHUWLILFDWH�RI�DXWKRULW\�DV�DQ�LQVXUHU�LQ�DQ\�VWDWH��GHVSLWH�WKH�IDFW�
WKDW�VWDWHV�UHTXLUH�OLFHQVLQJ�RI�DQ\RQH�LVVXLQJ�D�VXUHW\�ERQG��
7KH\�DUH�QRW�UHTXLUHG�WR�IXUQLVK�FKDUDFWHU�LQIRUPDWLRQ��VXFK�DV�
LQIRUPDWLRQ�DERXW�FULPLQDO�FRQYLFWLRQV��WD[�OLHQV��EDQNUXSWFLHV��
RU�FHDVH�DQG�GHVLVW�RUGHUV��,I�D�FRQWUDFWLQJ�RIILFHU�IDLOV�WR�
SHUIRUP�WKH�LQYHVWLJDWLRQ�RI�WKH�LQGLYLGXDO�VXUHW\�DGHTXDWHO\��
DQG�WKH�DVVHWV�EDFNLQJ�WKH�LQGLYLGXDO�VXUHW\�ERQG�SURYH�QRQ�
H[LVWHQW��XQSDLG�VXEFRQWUDFWRUV�DQG�VXSSOLHUV�KDYH�QR�SD\PHQW�
UHFRXUVH��DQG�FRQWUDFWLQJ�DJHQFLHV�KDYH�QR�SHUIRUPDQFH�
JXDUDQWHHV��7KH�KLVWRU\�RI�IHGHUDO�SURFXUHPHQW�RIIHUV�PDQ\�
H[DPSOHV�RI�KDUPHG�VPDOO�EXVLQHVVHV�ZKLFK�GLVFRYHUHG�WRR�ODWH�
WKDW�QR�UHDO�DVVHWV�EDFNHG�WKH�LQGLYLGXDO�VXUHW\�ERQG�IXUQLVKHG�
WR�WKH�JRYHUQPHQW��7KDW�LV�ZK\�1$6%3�VXSSRUWV�+�5�������,W�
RIIHUV�D�VWUDLJKWIRUZDUG�VROXWLRQ�WR�WKLV�SUREOHP��,W�UHTXLUHV�
LQGLYLGXDO�VXUHWLHV�WR�SOHGJH�VROHO\�WKRVH�DVVHWV�WKDW�DUH�SXEOLF�
GHEW�REOLJDWLRQV�XQFRQGLWLRQDOO\�JXDUDQWHHG�E\�WKH�8�6��
*RYHUQPHQW��VXFK�DV�8�6��7UHDVXU\�ELOOV�DQG�QRWHV��7KHVH�DVVHWV�
DUH�SODFHG�LQ�WKH�SK\VLFDO�FXVWRG\�DQG�FRQWURO�RI�WKH�IHGHUDO�
JRYHUQPHQW��ZKLFK�WKHQ�KDV�WKH�DELOLW\�WR�SD\�YDOLG�FODLPV�

Q. What are some reasons why owners and contractors 
should not use letters of credit or subcontractor  
default insurance?

Robert E. Staples

Senior Vice President, Surety 

Allied World U.S.

���6XUHW\�ERQGV�DUH�SULFH�FRPSHWLWLYH�
ZLWK�LUUHYRFDEOH�OHWWHUV�RI�FUHGLW�
�,/2&V��LVVXHG�E\�EDQNV��DQG�WKH\
��SURYLGH�EURDGHU�FRYHUDJH�WR�WKH�

SURMHFW�RZQHU�DJDLQVW�FRQWUDFWRU�GHIDXOW�

���,/2&V�W\SLFDOO\�KDYH�VXQVHW�SURYLVLRQV��XVXDOO\�RQH�\HDU��
ZKHUHDV�VXUHW\�ERQGV�DUH�LQ�IXOO�IRUFH�DQG�HIIHFW�IRU�WKH�

GXUDWLRQ�RI�WKH�SURMHFW�IRU�ZKLFK�WKH\�DUH�ZULWWHQ�

���:KHQ�LVVXHG��,/2&V�DUH�XVXDOO\�D�SHUFHQWDJH�DPRXQW�RI�
WKH�FRQWUDFW�SULFH��6XUHW\�ERQGV�RQ�WKH�RWKHU�KDQG�DUH�
PRVW�RIWHQ�LVVXHG�DW�WKH�IXOO�YDOXH�RI�WKH�FRQWUDFW�SULFH��
WKHUHE\�JLYLQJ�WKH�SURMHFW�RZQHU������SHUIRUPDQFH�DQG�
SD\PHQW�JXDUDQWHHV�IRU�WKH�SURMHFW�DV�GHILQHG�LQ�WKH�
FRQWUDFW�WHUPV�

���7\SLFDOO\��EDQNV�WKDW�LVVXH�,/2&V�RIIVHW�WKH�,/2&�IDFH�
DPRXQW�DJDLQVW�WKH�FRQWUDFWRU¶V�ZRUNLQJ�FDSLWDO�OLQH��
WKHUHIRUH�UHGXFLQJ�WKH�FRQWUDFWRU¶V�ERUURZLQJ�FDSDFLW\��
&RQYHUVHO\��PRVW�VXUHW\�ERQGV�DUH�LVVXHG�RQ�DQ�XQVHFXUHG�
EDVLV�DQG�GR�QRW�LPSDFW�WKH�FRQWUDFWRU¶V�ERUURZLQJ�
FDSDFLW\�ZLWK�LWV�EDQN�

���6XEFRQWUDFWRU�GHIDXOW�LQVXUDQFH�LV�VLPLODU�WR�DQ�,/2&�LQ�
WKDW�LW�SURYLGHV�WKH�*&�ZLWK�D�ILQDQFLDO�RSWLRQ�WR�RIIVHW�
VXEFRQWUDFWRU�GHIDXOW��+RZHYHU��WKH�*&�PXVW�WKHQ�WDNH�LW�
XSRQ�KLPVHOI�RU�KHUVHOI�WR�FRPSOHWH�WKH�GHIDXOWHG�SRUWLRQ�
RI�WKH�FRQWUDFW��:LWK�D�VXUHW\�ERQG��FRQWUDFWRU�GHIDXOW�
ULVN�LV�WUDQVIHUUHG�WR�WKH�VXUHW\�ZKR�LQ�WXUQ�KDQGOHV�WKH�
EXVLQHVV�VLGH�RI�WKH�GHIDXOW�LQ�FRQMXQFWLRQ�ZLWK�WKH�*&��

Mike Foster

Executive Vice President, 

Underwriting

Merchants Bonding Company

/HWWHUV�RI�FUHGLW�DQG�RWKHU�
DOWHUQDWLYHV�WR�VXUHW\�ERQGV�FRPH�
ZLWK�PDMRU�SLWIDOOV��2ZQHUV�DQG�

FRQWUDFWRUV�FDQ�HQG�XS�VSHQGLQJ�VLJQLILFDQW�DPRXQWV�LQ�
OHJDO�IHHV�PDNLQJ�VXUH�WKH�ODQJXDJH�LQ�D�OHWWHU�RI�FUHGLW�
GRHV�QRW�XQGHUPLQH�WKH�LUUHYRFDEOH�DQG�OLTXLG�QDWXUH�RI�
WKH�VHFXULW\��7KH\�ZLOO�DOVR�VSHQG�PRQH\�SHUIRUPLQJ�GXH�
GLOLJHQFH�RQ�WKH�ILQDQFLDO�FRQGLWLRQ�RI�WKH�EDQN�SURYLGLQJ�
WKH�OHWWHU�RI�FUHGLW��,W�PDNHV�OLWWOH�VHQVH�WR�DFFHSW�D�
JXDUDQWHH�IURP�D�EDQN�WKDW¶V�YXOQHUDEOH�WR�GHIDXOW��$�VXUHW\�
KDV�PLQLPXP�FULWHULD�IRU�D�EDQN�WR�PHHW�EHIRUH�DFFHSWLQJ�DQ�
LUUHYRFDEOH�OHWWHU�RI�FUHGLW��
,I�FRQWUDFWRUV�RU�RZQHUV�XWLOL]H�DOWHUQDWLYHV�WR�VXUHW\�

ERQGV��WKH\�IRUHJR�WKH�H[SHUWLVH�SURYLGHG�E\�ERWK�WKH�VXUHW\�
XQGHUZULWLQJ�WHDP�DQG�D�FRPSHWHQW�FODLP�RSHUDWLRQ��,Q�
GHFLGLQJ�ZKHWKHU�RU�QRW�WR�ZULWH�D�OHWWHU�RI�FUHGLW��WKH�EDQN�
VLPSO\�GHWHUPLQHV�LI�WKH�FRQWUDFWRU�FDQ�UHSD\�DQ\�SD\PHQW�
E\�WKH�EDQN��7KHUH�LV�QR�HYDOXDWLRQ�RI�WKH�FRQWUDFWRU¶V�DELOLW\�
WR�SHUIRUP�WKH�ZRUN�DV�D�VXUHW\�XQGHUWDNHV��6XUHWLHV�DOVR�
SURYLGH�FODLPV�SURIHVVLRQDOV�ZLWK�WKH�H[SHUWLVH�WR�HVWDEOLVK�
ZKLFK�FODLPV�DUH�OHJLWLPDWHO\�FRYHUHG�E\�WKH�ERQGV��7KH\�
NQRZ�KRZ�WR�DGPLQLVWHU�WKH�FODLPV�SURFHVV�WR�PDNH�VXUH�
WKDW�ZRUN�LV�FRPSOHWHG�DQG�ELOOV�DUH�SDLG��7KH\¶YH�EHHQ�
WKURXJK�WKH�SURFHVV�RI�SXWWLQJ�FRPSOHWLRQ�ZRUN�RXW�WR�ELG�
IRU�WKH�EHQHILW�RI�WKH�RZQHU��:LWKRXW�SHUIRUPDQFH�ERQGV�LQ�
SODFH��DOO�RI�WKHVH�IXQFWLRQV�ZLOO�QHHG�WR�EH�KDQGOHG�E\�WKH�
RZQHU��3OXV��LW¶V�OLNHO\�WKDW�WKH�RZQHU�ZLOO�LQFXU�VLJQLILFDQW�
DGGLWLRQDO�OHJDO�H[SHQVHV�WR�DGPLQLVWHU�WKH�FODLP���
$Q�RZQHU�FRQWHPSODWLQJ�QRW�ERQGLQJ�D�SURMHFW�RU�

FRQVLGHULQJ�DOWHUQDWLYHV�WR�VXUHW\�ERQGV�ZRXOG�EH�ZLVH�WR�
UHPHPEHU�WKH�ROG�VD\LQJ��³<RX�JHW�ZKDW�\RX�SD\�IRU�´�Q
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Expertise makes 
all the difference.

AIG delivers global surety solutions.
Whether you are looking for a surety bond for a traditional construction project, or pursuing 

an alternative to a Bank Letter of Credit, AIG can customize a solution precisely for you. 

A surety leader for more than 70 years, we have the underwriting expertise, capacity, 

and global reach to address your most challenging surety obligations around the world. 

For more information, please visit www.aig.com.

Insurance and services provided by member companies of American International Group, Inc. Coverage may not be available 
in all jurisdictions and is subject to actual policy language. For additional information, please visit our website at www.AIG.com. 
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6LJQV�RI�SURPLVH�IRU�EHWWHU�WLPHV�
DKHDG�LQ�WKH�FRQVWUXFWLRQ�HFRQRP\�DUH�
QRZ�DSSHDULQJ�LQ�D�YDULHW\�RI�DUHDV��)XHOHG�
E\�UHFRUG�ORZ�LQWHUHVW�UDWHV��UHSRUWV�DUH�
WKDW�UHVLGHQWLDO�UHDO�HVWDWH�SULFHV�DUH�
ILUPLQJ�DQG�ULVLQJ�LQ�PDQ\�SDUWV�RI�WKH�
FRXQWU\��6WRFN�PDUNHW�SULFHV��ORQJ�VHHQ�
DV�D�SUHGLFWRU�RI�IXWXUH�HFRQRPLF�DFWLYLW\��
KDYH�UHFHQWO\�VXUSDVVHG�KLVWRULF�KLJKV��
7KH�QDWLRQ¶V�FUXPEOLQJ�LQIUDVWUXFWXUH�
LV�FUHDWLQJ�D�QXPEHU�RI�ODUJH�EULGJH�DQG�
URDG�SURMHFWV��VRPH�RI�ZKLFK�DUH�IDU�PRUH�
VLJQLILFDQW�WKDQ�ZDV�LPDJLQHG�HYHQ�D�IHZ�
\HDUV�DJR�
$V�D�UHVXOW�FRQVWUXFWLRQ�FRPSDQLHV�

DOO�DFURVV�1RUWK�$PHULFD�WKDW�KDYH�IDFHG�
GLIILFXOW�WLPHV�VLQFH������DV�D�UHVXOW�RI�
WKH�HFRQRPLF�FULVLV�DUH�HDJHUO\�H\HLQJ�QHZ�
RSSRUWXQLWLHV�WR�UHSOHQLVK�WKHLU�EDFNORJV�
DQG�UHIXUELVK�WKHLU�EDODQFH�VKHHWV��)URP�
�����WKURXJK������QHZ�ZRUN�ZDV�GLIILFXOW�
WR�DFTXLUH��DQG�PDQ\�ILUPV�DFFHSWHG�UD]RU�
WKLQ�PDUJLQV�ZLWK�WKH�LGHD�RI�PDQDJLQJ�
WKURXJK�WKH�FULVLV�XQWLO�EHWWHU�RSSRUWXQLWLHV�
DURVH��&RQWUDFWRUV�PDQDJHG�WKURXJK�WKH�
FULVLV�E\�UHGXFLQJ�WKHLU�ZRUNIRUFH��FXWWLQJ�
RYHUKHDG��VHOOLQJ�HTXLSPHQW��DQG�VFDOLQJ�
EDFN�WKHLU�RSHUDWLRQV�LQ�HIIRUWV�WR�VWD\�DIORDW�
DQG�DFKLHYH�SURILWDEOH�RSHUDWLQJ�OHYHOV�
&RQVWUXFWLRQ�ILUPV�RI�DOO�VL]HV�UHSRUW�

PXFK�JUHDWHU�RSWLPLVP�DQG�HQWKXVLDVP�
DERXW�WKHVH�SRVLWLYH�VLJQV��&RQWUDFWRUV�
QHHG�WR�FRQGXFW�D�VWUDWHJLF�DVVHVVPHQW�WR�
PDNH�VXUH�WKH\�DUH�UHDG\�IRU�WKH�UHERXQG�
DQG�LQ�D�SRVLWLRQ�WR�SURVSHU�UDWKHU�WKDQ�IDOO�
YLFWLP�WR�UHFRYHU\�ULVN��7R�PDQ\�REVHUYHUV�
LW�LV�FRXQWHULQWXLWLYH��EXW�VXUHW\�FRPSDQLHV�
KDYH�ORQJ�REVHUYHG�WKDW�KLVWRULFDOO\�PDQ\�
PRUH�FRQWUDFWRU�FXVWRPHUV�IDLO�DV�WKH�
HFRQRP\�UHFRYHUV�ZKHQ�FRPSDUHG�WR�RWKHU�
WLPHV�LQ�WKH�HFRQRPLF�F\FOH��+HQFH�WKH�
WHUP�³UHFRYHU\�ULVN�´
:K\�LV�WKHUH�DQ�LQFUHDVHG�ULVN�RI�

IDLOXUH�DW�WKLV�SDUW�RI�WKH�F\FOH"�,QWXLWLRQ�
ZRXOG�VD\�WKDW�PRUH�ZRUN�DQG�H[SDQGLQJ�
RSSRUWXQLWLHV�ZRXOG�EH�JRRG�IRU�DOO��
IROORZLQJ�WKH�ROG�H[SUHVVLRQ�³ULVLQJ�WLGHV�
UDLVH�DOO�VKLSV�́ �7KH�KDUVK�UHDOLW\�LV�WKDW�
PDQ\�FRQVWUXFWLRQ�ILUPV�KDYH�OHVV�ILQDQFLDO�
VWUHQJWK�FRPLQJ�RXW�RI�WKH�UHFHQW�ILYH�\HDU�
GRZQ�FRQVWUXFWLRQ�HFRQRP\�

$V�D�PDMRU�VXUHW\�ZH�KDYH�WKH�
RSSRUWXQLW\�WR�VWXG\�WKH�ILQDQFLDO�
VWDWHPHQWV�RI�D�ODUJH�QXPEHU�RI�
SULYDWHO\�DQG�SXEOLFO\�KHOG�FRQVWUXFWLRQ�
FRPSDQLHV��:KDW�ZH�VHH�DW�WKLV�WLPH�
LV�WKDW�PDQ\�ILUPV�KDYH�ILQDQFLDO�
VWDWHPHQWV�WKDW�DUH�OHVV�YLEUDQW�WKDQ�ILYH�
\HDUV�DJR��7KLV�PDNHV�VHQVH�ZKHQ�\RX�
WKLQN�RI�WKH�ZRUN�WKDW�ZDV�DFFHSWHG�DQG�
SHUIRUPHG�DW�PDUJLQV�VLJQLILFDQWO\�OHVV�
WKDQ�WUDGLWLRQDO�SURILW�PDUJLQV��7KHVH�
SURMHFWV�DQG�WKH�ORZ�SURILW�PDUJLQV�KDYH�
ZRUNHG�WKURXJK�WR�WKH�EDODQFH�VKHHW��
$OVR�PDQ\�ILUPV�WKDW�VHOGRP�XVHG�WKHLU�
EDQN�OLQHV�KDYH�QHHGHG�WKDW�OLTXLGLW\�WR�
VWD\�DIORDW��$OO�LQ�DOO�PDQ\�FRQVWUXFWLRQ�
FRPSDQLHV�UHDOLVWLFDOO\�KDYH�OHVV�
ILQDQFLDO�FXVKLRQ�QRZ�WKDQ�ILYH�RU��
VL[�\HDUV�DJR�
0DNH�QR�PLVWDNH�DERXW�LW��DQ�

LPSURYLQJ�FRQVWUXFWLRQ�HFRQRP\�LV�D�
YHU\�JRRG�WKLQJ��6LQFH�FRQVWUXFWLRQ�
LV�D�KLJK�ULVN�EXVLQHVV��ZHOO�PDQDJHG�
ILUPV�PXVW�UHFRJQL]H�WKDW�WKLV�WLPH�LQ�
WKH�F\FOH�FUHDWHV�DQ�HYHQ�JUHDWHU�ULVN��$�
VWUDWHJLF�VHOI�DVVHVVPHQW�LV�UHTXLUHG�WR�
UHGXFH�WKH�UHFRYHU\�ULVN�DQG�LQFOXGHV�
WKH�IROORZLQJ�DUHDV�

1. Management
'RHV�WKH�FRQVWUXFWLRQ�ILUP�KDYH�WKH�
FDSDFLW\�WR�KDQGOH�WKH�QHZ�SURMHFWV�
WKDW�ZLOO�DULVH�DQG�DOO�WKDW�FRPHV�ZLWK�
LW"�0RVW�ILUPV�JUHDWO\�UHGXFHG�VWDII�LQ�
UHFHQW�\HDUV��DQG�ZLWK�LW�ZHQW�VRPH�
FDSDFLW\�WR�GLUHFW�DQG�PDQDJH�SURMHFWV��
,Q�RWKHU�ZRUGV��HYHQ�ZHOO�PDQDJHG�ILUPV�
HOLPLQDWHG�VRPH�RI�WKHLU�FDSDELOLWLHV�
VR�QRZ�WKH\�PXVW�UHFRJQL]H�H[DFWO\�
ZKDW�WKH\�FDQ�HIIHFWLYHO\�KDQGOH��
0DQDJHPHQW�IDLOXUHV�UHPDLQ�D�OHDGLQJ�
FDXVH�RI�FRQWUDFWRU�IDLOXUH��VR�FRQWUDFWRUV�
QHHG�WR�EH�KRQHVW�WR�GHWHUPLQH�LI�WKH\�
KDYH�WKH�PDQDJHPHQW�FDSDELOLWLHV�WR�
VXFFHVVIXOO\�PDQDJH�D�JURZWK�PRGH��
6HOHFW�RQO\�SURMHFWV�WKDW�ILW�ZLWKLQ�SURYHQ�
PDQDJHPHQW�DQG�VWDIILQJ�FDSDFLW\�

2. Subcontractor Risk
'RHV�WKH�ZRUN�DQ�RUJDQL]DWLRQ�LV�
FRQWHPSODWLQJ�UHTXLUH�WKH�XVH�RI�

VXEFRQWUDFWRUV"�0DQ\�VXEFRQWUDFWRUV��
HYHQ�WKRVH�ZLWK�KLVWRULFDOO\�VWURQJ�
UHSXWDWLRQV��KDYH�EHHQ�ILQDQFLDOO\�
EDWWHUHG�E\�WKH�FRQVWUXFWLRQ�UHFHVVLRQ��
VR�WKH�ULVN�RI�VXEFRQWUDFWRU�GHIDXOW�
FDQ�SURYH�WR�EH�WKH�GRZQIDOO�RI�DQ�
RWKHUZLVH�YLDEOH�FRQWUDFWRU�ZKR�
KLUHV�WKH�VXEFRQWUDFWRU��0DNH�\RXU�
VXEFRQWUDFWRU�VHOHFWLRQ�EDVHG�RQ�PRUH�
WKDQ�D�VXEFRQWUDFWRU¶V�SDVW�UHSXWDWLRQ��
&RQGXFW�WKH�QHFHVVDU\�GXH�GLOLJHQFH�WR�
PDNH�FHUWDLQ�VXEFRQWUDFWRU�SDUWQHUV�
FDQ�GHOLYHU�VR�WKDW�\RXU�SURMHFW�LV�
GHOLYHUHG�RQ�WLPH�DQG�RQ�EXGJHW�

3. Territory
,V�WKH�ZRUN�WKDW�LV�DYDLODEOH�LQ�WKH�
UHFRYHU\�DFWXDOO\�ZLWKLQ�D�JHRJUDSKLF�
DUHD�WKDW�ILWV�D�ILUP¶V�FDSDELOLWLHV"�
6XUHWLHV�FRQWLQXH�WR�ILQG�WKDW�VRPH�
FRQWUDFWRUV�KDYH�IDLOHG�EHFDXVH�WKH\�
WRRN�ZRUN�LQ�DQRWKHU�JHRJUDSKLF�
WHUULWRU\��VRPHWLPHV�RQO\�����PLOHV�
DZD\��EXW�WKH�EXVLQHVV�QRUPV��
RZQHUV��FRQWUDFW�WHUPV��DQG�VXSSOLHUV�
DUH�VLJQLILFDQWO\�GLIIHUHQW��7KRVH�
GLIIHUHQFHV�DUH�RIWHQ�ODUJH�HQRXJK�WR�
FDXVH�D�FRQWUDFWRU�WR�GHIDXOW�

4. Surety Credit
,I�D�FRQVWUXFWLRQ�FRPSDQ\�KDV�
GRZQVL]HG�E\�D�VLJQLILFDQW�SHUFHQWDJH��
DV�PDQ\�ILUPV�KDYH��GRHV�WKDW�ILUP�
KDYH�WKH�VXUHW\�ERQGLQJ�FDSDFLW\�IRU�
QHZ�ZRUN�EDVHG�RQ�FXUUHQW�ILQDQFLDO�
VWDWHPHQWV"�0DQ\�ILUPV�WKLQN�RI�
WKHPVHOYHV�DV�WKH�VL]H�WKH\�ZHUH�DQG�
KDYLQJ�WKH�ILQDQFLDO�VWUHQJWK�WKH\�KDG�
D�IHZ�\HDUV�DJR��EXW�WRGD\�WKHLU�DFWXDO�
ILQDQFLDO�VWUHQJWK�LV�YHU\�GLIIHUHQW��
,W�LV�DOZD\V�D�JRRG�LGHD�WR�PDLQWDLQ�D�
VWURQJ��WUDQVSDUHQW�UHODWLRQVKLS�ZLWK�
\RXU�VXUHW\�DQG�WKH�VXUHW\�DJHQW��$V�
WKH�HFRQRP\�UHFRYHUV��HIIHFWLYH�VXUHW\�
UHODWLRQVKLSV�FDQ�PHDQ�WKH�GLIIHUHQFH�
EHWZHHQ�VXFFHVV�DQG�IDLOXUH��Q
�
-HUU\�+DOH\�LV�VHQLRU�YLFH�SUHVLGHQW��
IRU�=XULFK�6XUHW\�DQG�FDQ�EH�UHDFKHG��
DW�*HUDOG�KDOH\#]XULFKQD�FRP�DQG��
ZZZ�]XULFKQD�FRP�VXUHW\

What “Recovery Risk” Means to 
Contractors as the Economy Improves 
%\�*HUDOG�)��+DOH\
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3URORQJHG�HFRQRPLF�FKDOOHQJHV�LQ�
WKH�FRQVWUXFWLRQ�LQGXVWU\�FRQWLQXH�WR�
ZUHDN�KDYRF�RQ�RQFH�VWURQJ�FRQWUDFWRU�
EDODQFH�VKHHWV��2YHU�WKH�ODVW�IRXU�\HDUV��
EDODQFH�VKHHW�VWUHVV�KDV�EHHQ�GULYHQ�E\�
UHGXFHG�FRQVWUXFWLRQ�VSHQGLQJ��IHZHU�
SURMHFWV��DQG�GHSUHVVHG�SURILW�PDUJLQV�WR�
FRYHU�RYHUKHDG��7KLV�VFHQDULR�KDV�PDQ\�
FRQWUDFWRUV�UHHYDOXDWLQJ�WKHLU�VWUDWHJ\�
DQG�RU�FRQVLGHULQJ�H[LWLQJ�WKH�PDUNHW�
DOWRJHWKHU��%DODQFH�VKHHW�VWUHVV�KDV�DOVR�
FUHDWHG�GLIILFXOW\�IRU�VXUHWLHV�WKDW�UHO\�RQ�
D�FRQWUDFWRU¶V�ILQDQFLDO�DQG�RSHUDWLRQDO�
ZKHUHZLWKDO�WR�VXSSRUW�ZRUN�SURJUDPV�
ZLWK�VXUHW\�FUHGLW�
6XUHWLHV�DVVHVV�D�FRQWUDFWRU¶V�

ILQDQFLDO�VWUHQJWK�LQ�VHYHUDO�GLIIHUHQW�
ZD\V�ZLWK�OLTXLGLW\�EHLQJ�D�VLJQLILFDQW�
HOHPHQW��/LTXLGLW\�LV�D�PHDVXUH�RI�KRZ�
UHDGLO\�DYDLODEOH�DVVHWV�FDQ�EH�FRQYHUWHG�
WR�FDVK�UHODWLYH�WR�KRZ�VRRQ�OLDELOLWLHV�
UHTXLUH�SD\PHQW�RU�VDWLVIDFWLRQ��7KH�
EDODQFH�VKHHW�SURYLGHV�D�PHDVXUH�
RI�ORQJ�WHUP�YLDELOLW\�RU�VROYHQF\�E\�
DVVHVVLQJ�WKH�HQWLW\¶V�DELOLW\�WR�IXQG�
SD\PHQWV�RQ�ORQJ�WHUP�GHEW��JHQHUDWH�
FDVK�IORZ�WR�PHHW�SURGXFWLRQ�JRDOV��
DQG�SURYLGH�DQ�DGHTXDWH�UHWXUQ�RQ�
FDSLWDO�WR�RZQHUV��7\SLFDO�VXUHW\�UDWLR�
DQDO\VHV�ORRN�WR�ZRUNLQJ�FDSLWDO�DQG�
QHW�ZRUWK�ILJXUHV�LQ�FRPSDULVRQ�WR�WKH�
ZRUN�SURJUDP�IRU�D�PHDVXUH�RI�ILQDQFLDO�
VWUHQJWK��$GGLWLRQDOO\��VXUHWLHV�DQDO\]H�
RWKHU�UDWLRV��LQFOXGLQJ�OLTXLGLW\�DQG�
XQGHUELOOLQJV�WR�ZRUNLQJ�FDSLWDO�DQG�GHEW�
DQG�LQWHUHVW�EHDULQJ�GHEW�WR�QHW�ZRUWK��
DV�ZHOO�DV�RWKHU�ILQDQFLDO�PHWULFV�
7KH�DVVHW�FODVVLILFDWLRQ�ODEHOHG�

³XQGHUELOOLQJV´�LV�XQLTXH�WR�WKH�
FRQVWUXFWLRQ�LQGXVWU\��7KLV�ILJXUH�
UHSUHVHQWV�WKH�DPRXQW�RI�FRVWV�DQG�
HDUQLQJV�LQ�H[FHVV�RI�ELOOLQJV�D�FRQWUDFWRU�
PD\�RU�PD\�QRW�EH�HQWLWOHG�WR�FROOHFW��(YHQ�
WKRXJK�WKH�OLQH�LWHP�DSSHDUV�DV�D�FXUUHQW�
DVVHW��LW�W\SLFDOO\�PHDQV�RQH�RI�WKUHH�
WKLQJV�LQ�WKH�DEVHQFH�RI�D�FRQWUDFWXDO�
FKDQJH�RUGHU��)LUVW�DQG�PRVW�LPSRUWDQWO\��
LW�PD\�UHSUHVHQW�FRVWV�WKDW�ZLOO�QRW�EH�
SDVVHG�RQ�WR�WKH�RZQHU�DQG��WKHUHIRUH��
UHSUHVHQWV�SURILW�IDGH�RU�XQUHFRJQL]HG�
ORVVHV��,I�WKLV�LV�WKH�FDVH��LW�LV�QRW�DQ�DVVHW��

EXW�ZLOO�HYHQWXDOO\�IDOO�WR�WKH�LQFRPH�
VWDWHPHQW�DQG�UHGXFH�QHW�LQFRPH�
7ZR�RWKHU�FRPPRQ�FDXVHV�IRU�DQ�

XQGHUELOOLQJ�PD\�EH�FRQWUDFW�WHUPV�WKDW�
GR�QRW�DOORZ�WKH�FRQWUDFWRU�WR�ELOO�IRU�DOO�
FRVWV�ZKHQ�H[SHQGHG�DQG�LVVXHV�ZLWK�
WKH�FRQWUDFWRU�QRW�ELOOLQJ�LQ�D�WLPHO\�
PDWWHU��,I�RQH�RI�WKHVH�LV�WKH�UHDVRQ�IRU�
WKH�XQGHUELOOLQJV��WKH�FXUUHQW�DVVHW�
WUHDWPHQW�LV�SURSHU��EXW�WKH�XQGHUELOOLQJV�
PD\�FDXVH�FDVK�IORZ�GLIILFXOWLHV��,I�VXFK�
XQGHUELOOLQJV�H[LVW�RQ�PXOWLSOH�SURMHFWV��
WKH\�FRXOG�UHQGHU�WKH�FRQWUDFWRU�LQ�
GHIDXOW�RQ�SD\PHQW�REOLJDWLRQV��3URMHFW�
FDVK�IORZ�DQDO\VLV�DQG�SURMHFWLRQV�
GXULQJ�WKH�HVWLPDWLQJ�SURFHVV�DUH�FULWLFDO�
WR�PLQLPL]LQJ�XQGHUELOOLQJ�SRWHQWLDO��
/DWH�VWDJH�XQEHUELOOLQJV�UDLVH�FRQFHUQ�IRU�
D�VXUHW\�DV�WKH\�PD\�LQGLFDWH�SRWHQWLDO�
FODLP�DFWLYLW\�RU�SURILW�IDGH�
7KH�VWDWHPHQW�RI�FDVK�IORZV�SURYLGHV�

DQ�H[FHOOHQW�YHKLFOH�WR�PHDVXUH�WKH�
HQWLW\¶V�DELOLW\�WR�JHQHUDWH�FDVK�IURP�
FRUH�RSHUDWLRQV��,W�IXUWKHU�LQGLFDWHV�
WKH�VRXUFHV�DQG�XVHV�RI�FDVK�IURP�
LQYHVWLQJ�DQG�ILQDQFLQJ�DFWLYLWLHV��,W�LV�
LPSHUDWLYH�WKDW�FRQWUDFWRUV�XQGHUVWDQG�
DQG�UHFRQFLOH�WKH�UHODWLRQVKLS�EHWZHHQ�
EDODQFH�VKHHW�HQWULHV�DQG�WKH�LPSDFW�RQ�
WKH�FDVK�IORZ�VWDWHPHQW��
$W�ILUVW�JODQFH��D�SRVLWLYH�ILJXUH�

IRU�WKH�FDVK�IORZ�IURP�RSHUDWLRQV�
VHFWLRQ�ZRXOG�EH�LQGLFDWLYH�RI�VXFFHVV��
EXW�DGGLWLRQDO�DQDO\VLV�LV�QHHGHG��
)RU�H[DPSOH��DQ�LQFUHDVH�LQ�DFFRXQWV�
SD\DEOH�ZRXOG�EH�D�VRXUFH�RI�FDVK�DQG�
FRQWULEXWH�WR�JHQHUDWLQJ�SRVLWLYH�FDVK�
IORZ��KRZHYHU��WKLV�PD\�DOVR�EH�DQ�
LQGLFDWLRQ�RI�D�FRQWUDFWRU�QRW�SD\LQJ�
VXEFRQWUDFWRUV��YHQGRUV��DQG�VXSSOLHUV��
7KLV�HYHQW�LQFUHDVHV�WKH�VWUHVV�LQ�WKH�
EDODQFH�VKHHW��$OVR��DQ�LQFUHDVLQJ�
VSUHDG�EHWZHHQ�DFFRXQWV�UHFHLYDEOH�DQG�
SD\DEOH��DORQJ�ZLWK�KLJKHU�DFFRXQWV�
UHFHLYDEOH�DQG�SD\DEOH�WXUQRYHU�UDWLRV��
PD\�VHUYH�DV�OHDGLQJ�LQGLFDWRUV�RI�VWUHVV����
(TXLSPHQW�LQWHQVLYH�FRPSDQLHV�

GHULYH�EHQHILW�IURP�GHSUHFLDWLRQ�H[SHQVH�
RQ�WKH�FDVK�IORZ�VWDWHPHQW�GXH�WR�LWV�
³QRQ�FDVK´�LPSDFW��+RZHYHU��WKHUH�LV�D�
FRQVWDQW�UHTXLUHPHQW�IRU�WKH�FRPSDQ\�

WR�SXUFKDVH�QHZ�HTXLSPHQW��DQG�WKLV�
LV�UHIOHFWHG�WKURXJK�WKH�OLQH�LWHP�WLWOHG�
³&DSLWDO�([SHQGLWXUHV´��&$3(;��ORFDWHG�
LQ�WKH�LQYHVWLQJ�DFWLYLWLHV�VHFWLRQ�RI�WKH�
FDVK�IORZ�VWDWHPHQW��7KH�VWUHVV�RQ�WKH�
EDODQFH�VKHHW�RI�HTXLSPHQW�LQWHQVLYH�
HQWLWLHV�W\SLFDOO\�GHYHORSV�DV�D�UHVXOW�RI�
SRRU�&$3(;�GHFLVLRQV��)OHHW�XWLOL]DWLRQ�
GDWD�VKRXOG�GULYH�SURFXUHPHQW�GHFLVLRQV��
%DODQFH�VKHHW�OHYHUDJH�LV�DGGHG�ZLWK�WKH�
GHFLVLRQ�WR�SXUFKDVH�ZLWK�FDVK�RU�GHEW��
$�VLJQLILFDQW�SRUWLRQ�RI�QHW�ZRUWK�

VKRXOG�EH�LQ�WKH�IRUP�RI�UHWDLQHG�
HDUQLQJV�IURP�FRPSOHWHG�SURMHFWV��
7KH�FDSLWDO�VWUXFWXUH�RI�WKH�HQWLW\�DOVR�
FRQWDLQV�LQLWLDO�FDSLWDO�FRQWULEXWLRQV�DQG�
SDLG�LQ�FDSLWDO��3DLG�LQ�FDSLWDO�DPRXQWV�
SURYLGH�LQIXVLRQ�RI�FDVK�WR�LQFUHDVH�
QHW�ZRUWK��+RZHYHU��DGGLWLRQDO�SDLG�
LQ�FDSLWDO�DPRXQWV�PD\�VLJQDO�EDODQFH�
VKHHW�VWUHVV�EHFDXVH�WKH\�DUH�QHHGHG�
WR�RIIVHW�ORVVHV�RQ�SURMHFWV�DQG�H[FHVV�
GLVWULEXWLRQV��$�FRQWUDFWRU¶V�QHW�ZRUWK�
QHHGV�WR�EH�OLTXLG�WR�IXQG�RSHUDWLRQV�
%DODQFH�VKHHW�OLQH�LWHPV�W\SLFDOO\�

PRYH�LQ�WDQGHP�ZLWK�LQFRPH�VWDWHPHQW�
DFFRXQWV��L�H��DFFRXQWV�UHFHLYDEOH�DQG�
VDOHV���7KH�PRYHPHQW�LQ�VDOHV�RQ�D�
SHUFHQWDJH�EDVLV�VKRXOG�UHFRQFLOH�WR�D�
FRUUHVSRQGLQJ�LQFUHDVH�RU�GHFUHDVH�LQ�
UHFHLYDEOHV��LQYHQWRU\��DQG�XQGHUELOOLQJV��
)LQDQFLDO�VWUHVV�LV�KLJKHU�LQ�FRPSDQLHV�
ZKHUH�VDOHV�KDYH�H[SHULHQFHG�D�
GHFUHDVH��\HW�ZH�REVHUYH�LQFUHDVHV�LQ�WKH�
DIRUHPHQWLRQHG�DFFRXQWV��
,Q�WKH�DEVHQFH�RI�D�UREXVW�

FRQVWUXFWLRQ�HFRQRP\�ZLWK�KLJK�SURILW�
PDUJLQV��FRQWUDFWRUV�VKRXOG�DGG�IRFXV�
RQ�WKHLU�DELOLW\�WR�EH�OLTXLG�DQG�JHQHUDWH�
SRVLWLYH�FDVK�IORZ�IURP�RSHUDWLRQV�WR�
DYRLG�DGGLWLRQDO�EDODQFH�VKHHW�VWUHVV��Q�

)UDQ�0F*UDWK�LV�FKLHI�XQGHUZULWLQJ�
RIILFHU��FRUH�FRQWUDFW��DW�/LEHUW\�
0XWXDO�6XUHW\�DQG�PD\�EH�UHDFKHG�DW�
���������������RU�)UDQFLV�0F*UDWK#
/LEHUW\PXWXDO�FRP��-RH�5XFK�LV�
PDQDJHU�RI�SURIHVVLRQDO�DGYLVRU\�
VHUYLFHV�DW�/LEHUW\�0XWXDO�6XUHW\�DQG�
PD\�EH�UHDFKHG�DW����������������RU�
-RVHSK�5XFK#/LEHUW\PXWXDO�FRP��

Balance Sheets in Stress 

%\�)UDQ�0F*UDWK�DQG�-RH�5XFK
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IN AN 

INSTANT,  

BILL LEWIS 

KNEW CNA 

HAD HIS BACK

A TRUST REAFFIRMED 
AND A BID WON

MAY 28TH, 11:10 A.M.

$POTUSVDUJPO��t��&EVDBUJPO��t��'JOBODJBM�*OTUJUVUJPOT��t��)FBMUIDBSF��t��.BOVGBDUVSJOH��
1SPGFTTJPOBM�4FSWJDFT��t��3FBM�&TUBUF��t��3FUBJM��t��5FDIOPMPHZ��t��8IPMFTBMF�%JTUSJCVUJPO

Please remember that only the relevant insurance policy can provide the actual terms, 
coverages, amounts, conditions and exclusions for an insured. All products and services may 
not be available in all states and may be subject to change without notice. CNA is a registered 
trademark of CNA Financial Corporation. Copyright © 2013 CNA. All rights reserved.

5P�MFBSO�NPSF�BCPVU�UIF�DPNQMFUF�SBOHF�
PG�$/"�4VSFUZ�CPOET�GPS�DPOTUSVDUJPO�
DPOUBDU�ZPVS�MPDBM�JOEFQFOEFOU�JOTVSBODF�
BHFOU�PS�WJTJU�www.cnasurety.com. 

0O�.POEBZ�NPSOJOH�POF�EBZ�
BIFBE�PG�TDIFEVMF�-FXJT�$POUSBDUJOH�
å�OJTIFE�UIF�CJE�GPS�UIFJS�DJUZ�T�OFX�
QVCMJD�MJCSBSZ�CVU�UIFZ�TUJMM�OFFEFE�B�
CJE�CPOE�UP�TVCNJU�XJUI�UIFJS�QSPQPTBM�
XIJDI�XBT�EVF�CZ�FOE�PG�CVTJOFTT�
5VFTEBZ��#JMM�DBMMFE�IJT�BHFOU�%BWF�
XIP�DBMMFE�$/"�4VSFUZ�BOE�CZ�5VFTEBZ�
NPSOJOH�#JMM�SFDFJWFE�IJT�CJE�CPOE���
5IBU�T�UIF�XBZ�UP�UBLF�BEWBOUBHF�PG�
ZPVS�CVTJOFTT�OFUXPSL�#JMM�
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7KH�UHODWLRQVKLS�EHWZHHQ�D�
FRQWUDFWRU�DQG�LWV�VXUHW\�LV�PRUH�WKDQ�
D�IHZ�SLHFHV�RI�SDSHU�DWWDFKHG�WR�D�
FRQVWUXFWLRQ�FRQWUDFW��)RU�WRGD\¶V�
VRSKLVWLFDWHG�FRQWUDFWRUV�DQG�WKHLU�
FRUSRUDWH�VXUHW\�SURYLGHUV��WKH�
VXUHW\�ERQG�JXDUDQWHH�FDQ�EH�MXVW�WKH�
EHJLQQLQJ�RI�D�ZLQ�ZLQ�UHODWLRQVKLS�
IRU�WKRVH�FRQWUDFWRUV�WKDW�ZDQW�WR�WDNH�
DGYDQWDJH�RI�ZKDW�WKHLU�VXUHW\�KDV��
WR�RIIHU�
&RQWUDFWRUV�ZLWK�D�VWURQJ�VXUHW\�

UHODWLRQVKLS�KDYH�HIIHFWLYHO\�DGGHG�
D�YDOXDEOH�SURIHVVLRQDO�UHVRXUFH�WR�
WKHLU�PDQDJHPHQW�WHDP��DV�FRUSRUDWH�
VXUHW\�SURYLGHUV�FDQ�EULQJ�D�EURDG�
EDVH�RI�NQRZOHGJH�WR�WKHLU�FRQWUDFWRU�
SDUWQHUVKLSV�
0DMRU�VXUHW\�SURYLGHUV�DUH�

FRQWLQXRXVO\�XQGHUZULWLQJ�KXQGUHGV�RI�
FRQWUDFWRUV�DQG�WKRXVDQGV�RI�SURMHFWV�
DW�D�WLPH��\HDU�DIWHU�\HDU��WKURXJK�
DOO�W\SHV�RI�PDUNHW�FRQGLWLRQV�DQG�
FKDOOHQJHV��:KLOH�LQIRUPDWLRQ�RQ��
DQ\�VSHFLILF�ILUP�PXVW�DOZD\V�EH��
NHSW�FRPSOHWHO\�FRQILGHQWLDO��WKH�
ZLVGRP�DQG�H[SHUWLVH�DFFXPXODWHG��
E\�VXUHWLHV�RYHU�WLPH�LV�D�WUHPHQGRXVO\�
SRZHUIXO�UHVRXUFH�
&RQVXOWLQJ�ZLWK�D�VXUHW\�SURYLGHU�

VKRXOG�QHYHU�WDNH�WKH�SODFH�RI�
YLWDO�VHUYLFHV�SURYLGHG�E\�RWKHU�
SURIHVVLRQDOV�VXFK�DV�DWWRUQH\V��
DFFRXQWDQWV��DQG�VXUHW\�SURGXFHUV��
+RZHYHU��PDMRU�VXUHWLHV�KDYH�D�EUHDGWK�
RI�VFRSH²QDWLRQDO�DQG�LQWHUQDWLRQDO²
DQG�D�GHSWK�RI�H[SHULHQFH�WKDW�FDQ�
RIWHQ�EH�XVHG�WR�VXSSOHPHQW�WKH�
ZRUN�RI�RWKHU�SURIHVVLRQDOV��,W¶V�D�
ULVN�PDQDJHPHQW�WRRO�WKDW�D�VDYY\�
FRQWUDFWRU�PLJKW�XVH�DJDLQ�DQG�DJDLQ�
)RU�LQVWDQFH��FRUSRUDWH�VXUHWLHV�

VSHQG�D�JRRG�GHDO�RI�WLPH�UHYLHZLQJ�
FRQVWUXFWLRQ�FRQWUDFWV�LQ�WKH�QRUPDO�
FRXUVH�RI�XQGHUZULWLQJ��7KLV�LV�DQ�DUHD�
ZKHUH�VXUHWLHV�PD\�KDYH�D�ZHDOWK�RI�
UHVRXUFHV��RIWHQ�LQFOXGLQJ�LQ�KRXVH�
FRXQVHO�ZLWK�H[WHQVLYH�DUFKLYHV�WKDW�
FRXOG�SURYH�WR�EH�D�YDOXDEOH�DVVHW�
IRU�D�FRQWUDFWRU��&RQVXOWLQJ�ZLWK�D�
VXUHW\�RQ�SRWHQWLDOO\�RQHURXV�FRQWUDFW�

ODQJXDJH�VXFK�DV�³DFWXDO�GDPDJHV´�RU�
³HIILFLHQF\�JXDUDQWHHV´�FRXOG�EH�YHU\�
KHOSIXO��6LQFH�ERWK�WKH�FRQWUDFWRU�DQG�
WKH�VXUHW\�DUH�³RQ�WKH�KRRN´�IRU�WKH�
SHUIRUPDQFH�RI�WKH�ERQGHG�FRQWUDFW��
LW¶V�LQ�WKH�LQWHUHVW�RI�ERWK�SDUWLHV�WR�JHW�
LW�ULJKW�IURP�WKH�YHU\�EHJLQQLQJ�
$QRWKHU�DUHD�ZKHUH�FRQVXOWLQJ�

ZLWK�WKH�VXUHW\�LV�RIWHQ�EHQHILFLDO�LV�
LQ�WKH�FUHDWLRQ�DQG�LPSOHPHQWDWLRQ�
RI�EXVLQHVV�SODQV��7KLV�LV�SDUWLFXODUO\�
WUXH�ZKHQ�WKH\�LQYROYH�PDMRU�FKDQJHV��
VXFK�DV�JHRJUDSKLF�H[SDQVLRQ��(QWHULQJ�
LQWR�D�QHZ�JHRJUDSKLF�WHUULWRU\�FRXOG�
SUHVHQW�VRPH�GDXQWLQJ�FKDOOHQJHV�
VXFK�DV�ZRUNLQJ�ZLWK�QHZ�RZQHUV�DQG�
VXEFRQWUDFWRUV��XQIDPLOLDU�WHUPV�DQG�
FRQGLWLRQV��DGKHULQJ�WR�D�QHZ�VHW�RI�
ODZV�DQG�EXLOGLQJ�FRGHV��HWF��:KDW�
PD\�EH�GLIIHUHQW�RU�HYHQ�XQNQRZQ��
DQG�WKHUHIRUH�UHSUHVHQW�JUHDWHU�ULVN�IRU�
WKH�FRQWUDFWRU��PD\�DFWXDOO\�EH�YHU\�
ZHOO�NQRZQ�WR�WKH�FRUSRUDWH�VXUHW\��
,QIRUPDWLRQ�IURP�D�VXUHW\�FDQ�KHOS�WKH�
FRQWUDFWRU�GHYHORS�D�SODQ�WR�PLWLJDWH�
WKH�SRWHQWLDO�ULVN�RI�H[SDQVLRQ�
0DMRU�VXUHW\�PDUNHWV�DOVR�KDYH�

H[WHQVLYH�H[SHULHQFH�LQ�HYDOXDWLQJ�FRVW�
FRQWUROV�DQG�FDQ�EH�YHU\�KHOSIXO�ZLWK�
VXEFRQWUDFWRU�ERQGLQJ��VHOHFWLQJ�MRLQW�
YHQWXUH�SDUWQHUV�DQG�HVWDEOLVKLQJ�FR�
VXUHW\�UHODWLRQVKLSV�ZKHQ�DSSURSULDWH���
%XVLQHVV�FRQWLQXLW\�LV�DQRWKHU�

FKDOOHQJH�IRU�VRPH�FRQWUDFWRUV��EXW�
WKH\�FDQ�EHQHILW�IURP�WKH�ZLVGRP�
DFFXPXODWHG�E\�FRUSRUDWH�VXUHWLHV��
6XUHW\�FRPSDQLHV�KDYH�ZRUNHG�ZLWK�
WKRXVDQGV�RI�SULYDWH�FRQWUDFWRUV��RIWHQ�
IDPLO\�EXVLQHVVHV��WR�KHOS�IDFLOLWDWH�
DQ�RUGHUO\�WUDQVIHU�RI�RZQHUVKLS�IURP�
RQH�JHQHUDWLRQ�WR�WKH�QH[W�RU�IURP�RQH�
RZQHUVKLS�VWUXFWXUH�WR�D�QHZ�PRGHO��
,Q�PDQ\�FDVHV��PDLQWDLQLQJ�UREXVW�
VXUHW\�FUHGLW�FDSDFLW\�WKURXJKRXW�WKH�
WUDQVLWLRQ�LV�DEVROXWHO\�FULWLFDO�IRU�WKH�
FRQWUDFWRU��0RVW�SULYDWH�FRQVWUXFWLRQ�
FRPSDQLHV�PD\�QHHG�WR�ZRUN�WKURXJK�
DQ�RZQHUVKLS�WUDQVIHU�RQO\�RQFH�RU�
WZLFH�LQ�WKH�KLVWRU\�RI�WKHLU�FRPSDQ\��
0RVW�PDMRU�FRUSRUDWH�VXUHWLHV�DUH�
ZRUNLQJ�ZLWK�FOLHQW�FRQWLQXLW\�LVVXHV�

HYHU\�GD\��,W�PLJKW�EH�D�PLVWDNH�WR�IDLO�
WR�WDS�LQWR�WKHLU�DFFXPXODWHG�H[SHUWLVH�
3HUKDSV�WKH�PRVW�FUXFLDO�

FROODERUDWLRQ�EHWZHHQ�VXUHW\�DQG�
FRQWUDFWRU�FDQ�WDNH�SODFH�ZKHQ�D�
FRQWUDFWRU�UXQV�LQWR�VHULRXV�ILQDQFLDO�
WURXEOH��7KH�GLIIHUHQFH�EHWZHHQ�
VXUYLYDO�DQG�WHUPLQDWLRQ�LV�RIWHQ�VOLP��
EXW�UHDFKLQJ�RXW�WR�D�VXUHW\�SDUWQHU�LQ�
D�WLPHO\�IDVKLRQ�IRU�VXSSRUW�PD\�KHOS�
WLS�WKH�EDODQFH�LQ�WKH�FRQWUDFWRU¶V�IDYRU��
0DMRU�VXUHW\�SURYLGHUV�IUHTXHQWO\�
KDYH�H[WHQVLYH��LQ�KRXVH�H[SHUWLVH�LQ�
ZRUNLQJ�WKURXJK�SRWHQWLDO�FRQWUDFWRU�
GHIDXOWV��7KH\�PD\�EH�DEOH�WR�KHOS�
LGHQWLI\�DQG�HQJDJH�LQGXVWU\�H[SHUWV�
WR�IDFLOLWDWH�³ZRUN�RXW´�DUUDQJHPHQWV��
2U�WKH�VXUHW\�PD\�EH�DEOH�WR�KHOS�WKH�
FRQWUDFWRU�DGGUHVV�WHPSRUDU\�FDVK�I ORZ�
LVVXHV�E\�SDUWLFLSDWLQJ�LQ�GLVFXVVLRQV�
ZLWK�WKH�FRQWUDFWRU¶V�EDQN�WR�PDLQWDLQ�
D�FUHGLW�IDFLOLW\��,Q�VRPH�FDVHV��WKH\�
PD\�EH�DEOH�WR�IDFLOLWDWH�DGGLWLRQDO�
LQYHVWRUV�RU�MRLQW�YHQWXUH�SDUWQHUV��7KH�
NH\�WR�VXFFHVV�LQ�PDQ\�RI�WKHVH�GLIILFXOW�
VLWXDWLRQV�LV�WR�IXOO\�HQJDJH�WKH�VXUHW\�
SDUWQHU�DV�VRRQ�DV�SRVVLEOH«EHIRUH�LW¶V�
WRR�ODWH�
,Q�D�YRODWLOH�HFRQRP\��WKH�EHVW�

FRQWUDFWRUV�XVH�DOO�RI�WKHLU�DYDLODEOH�
UHVRXUFHV�WR�PDLQWDLQ�FRQVLVWHQW�DQG�
SURILWDEOH�UHVXOWV��7KH�ULJKW�VXUHW\�
ZLOO�HPSOR\�D�GHSWK�RI�H[SHULHQFH�DQG�
D�FROODERUDWLYH�DSSURDFK�WKDW�FDQ�JLYH�
WKH�FRQWUDFWRU�D�FRPSHWLWLYH�DGYDQWDJH�
LQ�DQ\�HQYLURQPHQW��%\�VHHNLQJ�RXW��
D�VXUHW\�SURYLGHU�WKDW�KDV�D�ORQJ���
VWDEOH�KLVWRU\�LQ�WKH�LQGXVWU\��D�
FRQWUDFWRU�FDQ�WDS�LQWR�WKRVH�\HDUV��
RI�H[SHULHQFH�DQG�XVH�WKDW�H[SHUWLVH�
WR�VWUHQJWKHQ�KLV�RU�KHU�RZQ�EXVLQHVV��
$�VXUHW\�ERQG�JXDUDQWHHV�IXOILOOPHQW�
RI�D�FRQWUDFW��$�FRQWUDFWRU¶V�VXUHW\�
SURYLGHU��ZLWK�\HDUV�RI�EXVLQHVV�
DFXPHQ��FDQ�SURYLGH�PXFK�PRUH��
WKDQ�MXVW�D�VXUHW\�ERQG��Q

*DU\�5LVSROL�LV�YLFH�SUHVLGHQW�DQG�
8�6��ILHOG�RSHUDWLRQV�RIILFHU�DW�&KXEE�
6XUHW\��+H�FDQ�EH�UHDFKHG�DW�JULVSROL#
FKXEE�FRP�

More Than a Surety Bond
%\�*DU\�5LVSROL
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7KH�FRQVWUXFWLRQ�LQGXVWU\��
DSSHDUV�WR�EH�RQ�D�SDWK�RI�UHFRYHU\�
DQG�PXFK�EHWWHU�SRVLWLRQHG�IRU�JURZWK�
WKDQ�LW�KDV�EHHQ�LQ�\HDUV��&KDOOHQJHV�
VWLOO�H[LVW�WKRXJK��)RU�JHQHUDO�
FRQWUDFWRUV�SODQQLQJ�WR�WDNH�DGYDQWDJH�
RI�QHZ�EXVLQHVV�RSSRUWXQLWLHV��NHHSLQJ�
WKRVH�FKDOOHQJHV�XQGHU�FRQWURO²
HVSHFLDOO\�WKH�ULVNV�WKDW�WKUHDWHQ�
WRGD\¶V�QDUURZ�SURILW�PDUJLQV²QHHGV�
WR�EH�DQ�LPSRUWDQW�SDUW�RI�WKHLU�SODQ��
WKHLU�(QWHUSULVH�5LVN�0DQDJHPHQW�
�(50��SODQ��
(50�LV�D�EURDG�EDVHG��GHWDLOHG�

DSSURDFK�WR�PDQDJLQJ�D�FRQWUDFWRU¶V�
ULVNV��7KLV�PHDQV�QRW�RQO\�H[DPLQLQJ�
WKH�QLWW\�JULWW\�RI�WKHLU�RZQ�RSHUDWLRQV��
EXW�WKHLU�VXEFRQWUDFWRU¶V�SUDFWLFHV��
VFRSH�RI�ZRUN��DQG�ZKR�EHDUV�ZKDW�
ULVNV�LQ�WKH�GHOLYHU\�RI�D�SURMHFW��$�
FDUHIXO�DQDO\VLV�RI�ZKR�EHDUV�FHUWDLQ�
PDMRU�ULVNV²HVSHFLDOO\�DV�WKH\�LPSDFW�
RQ�WLPH�DQG�RQ�EXGJHW�SHUIRUPDQFH²LV�
DQ�LQWHJUDO�SUDFWLFH�LQ�(50��,W�DOORZV�
FRQWUDFWRUV��DORQJ�ZLWK�WKHLU�LQVXUHUV�
DQG�VXUHW\�SURYLGHUV��WR�KRQH�LQ�RQ�
H[SRVXUHV�WKDW�FDQ�FUHDWH�SUREOHPV�
DORQJ�WKH�ZD\��
2QH�DUHD�ZKHUH�JHQHUDO�FRQWUDFWRUV�

DUH�DGYLVHG�WR�WDNH�H[WUD�SUHFDXWLRQV�
LV�WKH�VXEFRQWUDFWRUV¶�VFRSH�RI�ZRUN�
LQFOXGLQJ�GHWHUPLQLQJ�ZKR�SD\V�IRU�
QHHGHG�V\VWHPV�DQG�HTXLSPHQW�IRU�D�
SURMHFW��:LWK�LQFUHDVLQJ�IUHTXHQF\��
JHQHUDO�FRQWUDFWRUV�DUH�DGMXVWLQJ�NH\�
VXEFRQWUDFW�VFRSHV�RI�ZRUN�WR�HOLPLQDWH�
�RU�PDQDJH��WKH�SXUFKDVH�RI�V\VWHPV�
DQG�RU�RWKHU�KLJK�YDOXH�HTXLSPHQW��7KH�
UHDVRQV�IRU�WKLV�WUHQG�DUH�FRPSOH[�DQG�
YDULHG�EXW�LQFOXGH���

���$FKLHYLQJ�FRVW�VDYLQJV�E\�HOLPLQDWLQJ�
WKH�VXEFRQWUDFWRU¶V�PDUN�XS�RI�WKH�
V\VWHP�RU�HTXLSPHQW��

���7KH�GHVLUH�WR�KDYH�JUHDWHU�FRQWURO�
RYHU�WKH�SXUFKDVH�RI�WKH�V\VWHP�RU�
HTXLSPHQW��RU�

���7KH�UHGXFWLRQ�LQ�WKH�VL]H�RI�WKH�
VXEFRQWUDFW�WR�DGGUHVV�UHVWUDLQWV��
WKH�VXEFRQWUDFWRU�PD\�KDYH�LQ�LWV�
ERQGLQJ�FDSDFLW\���

:KDWHYHU�WKH�UHDVRQ��WKHUH�DUH�
LVVXHV�WKDW�ERWK�WKH�JHQHUDO�FRQWUDFWRU�
DQG�WKH�VXEFRQWUDFWRU�VKRXOG�FRQVLGHU�
LQ�WKH�VWUXFWXUH�RI�WKH�WUDQVDFWLRQ��

7UDQVSDUHQF\�LV�RQH��'RHV�WKH�VXSSOLHU�
KDYH�D�FRQWUDFW�ZLWK�WKH�JHQHUDO�
FRQWUDFWRU�RU�WKH�VXEFRQWUDFWRU�ZKR�
ZLOO�LQVWDOO�WKH�V\VWHP�RU�HTXLSPHQW"�
)RU�PDQ\�UHDVRQV��ZKHQ�FRQWUDFWRUV�
DQG�VXEFRQWUDFWRUV�DUH�SXUFKDVLQJ�D�
PDMRU�RSHUDWLQJ�V\VWHP�RU�HTXLSPHQW�
QHFHVVDU\�WR�FRPSOHWH�WKH�SURMHFW��
WKH\�VKRXOG�EH�FOHDU�ZKR�HQWHUV�LQWR�
WKH�FRQWUDFW�ZLWK�WKH�VXSSOLHU��DQG�
FHUWDLQ�WHUPV�DQG�FRQGLWLRQV�VKRXOG�EH�
SURSHUO\�RXWOLQHG�WR�GHILQH�ZKR�EHDUV�
NH\�ULVNV����
)LUVW��WKH�JHQHUDO�FRQWUDFWRU�DQG�

WKH�VXEFRQWUDFWRU�VKRXOG�EH�FOHDU�DV�WR�
ZKR�FRQWUROV�SD\PHQW�WR�WKH�VXSSOLHU��
7KH�ULJKW�DQG�REOLJDWLRQ�RI�SD\PHQW�WR�
WKH�VXSSOLHU�LV�SLYRWDO�ZKHQ�GHPDQGLQJ�
SHUIRUPDQFH�DQG��LQ�WXUQ��PLWLJDWLQJ�
DQ\�SRWHQWLDO�GDPDJHV�WKDW�PD\�DULVH��
7KHUHIRUH��ZKRHYHU�EHDUV�WKH�REOLJDWLRQ�
WR�SD\²*&�RU�VXE²LV�WKH�RQH�ZKR�KDV�
WKH�SRZHU�WR�PRVW�SHUVXDVLYHO\�FRQWURO�
SHUIRUPDQFH��7KH�FRQWUDFW�GRFXPHQWV��
WKHUHIRUH��QHHG�WR�GHWHUPLQH�ZKHWKHU�WKH�
JHQHUDO�FRQWUDFWRU�RU�WKH�VXEFRQWUDFWRU�
KDV�WKH�DXWKRULW\�WR�GHPDQG�
SHUIRUPDQFH�IURP�WKH�VXSSOLHU�DQG�
GHFODUH�D�GHIDXOW�LI�WKH�VXSSOLHU�IDLOV�WR�
SHUIRUP��:KRHYHU�FRQWUROV�SD\PHQW�WKHQ�
LV�LQ�WKH�EHVW�SRVLWLRQ�WR�EHDU�WKH�ULVN�RI�
SHUIRUPDQFH��7KDW¶V�ZK\�EHIRUH�HQWHULQJ�
LQWR�DQ�HTXLSPHQW�RU�V\VWHP�SXUFKDVH�
DJUHHPHQW�WKH�SDUWLHV�VKRXOG�FDUHIXOO\�
DVVHVV�WKH�ULVNV�RI�VKLIWLQJ�D�VXSSOLHU¶V�
SHUIRUPDQFH�ULVN�WR�D�VXEFRQWUDFWRU�ZKR�
GRHV�QRW�FRQWURO�SD\PHQW��
%RWK�WKH�JHQHUDO�FRQWUDFWRU�DQG�

WKH�VXEFRQWUDFWRU�QHHG�WR�FOHDUO\�
XQGHUVWDQG�ZKR�EHDUV�WKH�ULVN�RI�
WLPHO\�GHOLYHU\�RI�WKH�V\VWHP�RU�WKH�
HTXLSPHQW��,I�D�SLHFH�RI�HTXLSPHQW�LV�
QHHGHG�WR�FRPSOHWH�WKH�SURMHFW�DQG�LW�LV�
QRW�GHOLYHUHG�LQ�D�WLPHO\�PDQQHU��LW�FDQ�
WKURZ�RII�WKH�ZKROH�SURMHFW��6R�LQ�VXFK�D�
VLWXDWLRQ��ZKR�KDV�WKH�SRZHU�WR�GHPDQG�
WLPHO\�SHUIRUPDQFH�DQG��LI�QHFHVVDU\��
GHFODUH�D�EUHDFK�RI�FRQWUDFW�LI�WKHUH�LV�
D�IDLOXUH"�,I�WKH�JHQHUDO�FRQWUDFWRU�KDV�
DVVXPHG�WKH�REOLJDWLRQ�WR�SXUFKDVH�
WKH�HTXLSPHQW��WKHQ�WKH�VXEFRQWUDFWRU�
VKRXOG�PDNH�FHUWDLQ�WKDW�KH�RU�VKH�
LV�SURWHFWHG�E\�WKH�VXEFRQWUDFW�IURP�
GHOD\V�DVVRFLDWHG�ZLWK�ODWH�GHOLYHU\�
RI�WKH�V\VWHP�RU�HTXLSPHQW��$Q\�
REOLJDWLRQ�RI�WKH�VXEFRQWUDFWRU�WR�

PDQDJH��FRRUGLQDWH��RU�GLUHFW�WKH�ZRUN�
RI�WKH�VXSSOLHU�VKRXOG�EH�FDUHIXOO\�
WDLORUHG�LQ�WKH�*&¶V�FRQWUDFW�LI�WKH�
VXEFRQWUDFWRU�GRHV�QRW�DOVR�FRQWURO�
SD\PHQW��$V�D�SUDFWLFDO�PDWWHU��DQ\RQH�
ZKR�GRHV�QRW�KDYH�FRQWURO�RYHU�SD\PHQW�
FDQQRW�HIIHFWLYHO\�FRQWURO�SHUIRUPDQFH�
DQG��WKHUHIRUH��VKRXOG�QRW�DVVXPH��
VXFK�D�ULVN����������
1RZ�FRQVLGHU�D�GHVLJQ�EXLOG�SURMHFW��

,Q�WKLV�VLWXDWLRQ��ERWK�WKH�*&�DQG�
VXEFRQWUDFWRU�ZLOO�ZDQW�WR�FOHDUO\�
GHILQH�ZKR�EHDUV�WKH�UHVSRQVLELOLW\�IRU�
WKH�GHVLJQ�RU�VSHFLILFDWLRQ�RI�WKH�V\VWHP�
RU�HTXLSPHQW�DQG�PDNH�VXUH�WKDW�WKH�
VXSSOLHU�KDV�DVVXPHG�FRH[WHQVLYH�
GHVLJQ�OLDELOLW\�WR�SURWHFW�WKH�ILUP�
WKDW�EHDUV�GHVLJQ�UHVSRQVLELOLW\��%RWK�
WKH�*&�DQG�VXEFRQWUDFWRU�ZLOO�DOVR�
ZDQW�WR�UHYLHZ�DQG�FDUHIXOO\�FRQVLGHU�
ZKR�EHDUV�WKH�ULVN�LI�WKH�V\VWHP�RU�
HTXLSPHQW�GRHV�QRW�SHUIRUP��+DV�
WKLV�ULVN�EHHQ�SURSHUO\�DOORFDWHG��RU�
H[FOXGHG��LQ�WKH�VXEFRQWUDFW"�$QRWKHU�
FRQVLGHUDWLRQ�LV�WR�GHWHUPLQH�ZKR�LV�
UHVSRQVLEOH�IRU�REWDLQLQJ�DQG�GHOLYHULQJ�
JXDUDQWHHV�DQG�ZDUUDQWLHV�
&RQWUDFW�GRFXPHQWV�QHHG�WR�

ZRUN�WRJHWKHU�LQ�D�FRKHVLYH�IDVKLRQ��
'HOHJDWLQJ�UHVSRQVLELOLW\�IRU�ULVN�
WR�VRPHRQH�ZKR�LV�QRW�DEOH�WR�EHVW�
PDQDJH�LW�IURP�ERWK�D�FRRUGLQDWLRQ�
DQG�SD\PHQW�SHUVSHFWLYH�FDUULHV�LWV�
RZQ�ULVNV��,Q�WKH�HYHQW�RI�D�SURMHFW�
GHOD\�RU�D�IDLOXUH�RI�SHUIRUPDQFH��WKHVH�
FRQWUDFW�GHWDLOV�EHFRPH�FULWLFDO�WR�
XQGHUVWDQGLQJ�DQG�HYDOXDWLQJ�WKH�FDXVH�
DQG�UHVSRQVLELOLW\�IRU�SURMHFW�GHOD\V��
$OORFDWLQJ�ULVN�DSSURSULDWHO\�LV�DQ�
LPSRUWDQW�VWUDWHJ\�IRU�NHHSLQJ�D�SURMHFW�
RQ�WUDFN��Q���

0DUWKD�*DLQHV�LV�YLFH�SUHVLGHQW�
IRU�VXUHW\�DW�;/�*URXS�DQG�PD\�EH�
UHDFKHG�DW�0DUWKD�*DLQHV#[OJURXS�
FRP��*UHJ�'DLO\�LV�YLFH�SUHVLGHQW��KHDG�
RI�1RUWK�$PHULFD�6XUHW\�&ODLPV�DW�;/�
*URXS�DQG�PD\�EH�UHDFKHG�DW�*UHJ�
'DLO\#[OJURXS�FRP��;/�*URXS�ZRUNV�
ZLWK�FOLHQWV�WR�XQGHUVWDQG�WKHLU�QHHGV�
DQG�SURYLGH�XVHIXO�FRYHUDJH�IRU�WKH�
FRQWUDFW�VXUHW\�PDUNHW��;/�*URXS�SOF¶V�
LQVXUDQFH�FRPSDQLHV�RIIHU�SURSHUW\��
FDVXDOW\��SURIHVVLRQDO�DQG�VSHFLDOW\�
LQVXUDQFH�SURGXFWV�JOREDOO\��7R�OHDUQ�
PRUH��YLVLW�[OJURXS�FRP�LQVXUDQFH

A Lesson in ERM:   
Establishing Subcontract Scope for Major 
Equipment or System Purchases
%\�0DUWKD�*DLQHV�DQG�*UHJ�'DLO\
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Let Aon Construction Services Group empower your growth, profit and continuity.

For more information, please visit aon.com/construction

Aon Risk Solutions

Risk. Reinsurance. Human Resources. 

Managing Risk Takes More              
Than Machinery
As the leading provider of risk solutions to the construction industry, Aon 

Construction Services Group partners with clients to provide insighful 

analysis, strategic direction and creative solutions backed by our dedicated 

team of construction experts and the strength of Aon’s global network.

Construction Services Group
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7KH�UHFHQW�HFRQRPLF�GRZQWXUQ�
KDV�IRUFHG�PDQ\�RI�XV�WR�UHYLHZ�RXU�
JRDOV��EXVLQHVV�SODQV��DQG�FRUH�FRPSDQ\�
SKLORVRSKLHV��$W�0HUFKDQWV��RXU�
SKLORVRSK\�KDV�DOZD\V�EHHQ�WR�VWLFN�
WR�ZKDW�ZH�GR�EHVW��+DYH�ZH�FKDQJHG�
RYHU�WKH�\HDUV"�:KLOH�,�FDQ�DVVXUH�
WKDW�ZH�DUH�FRQVWDQWO\�FKDQJLQJ��RXU�
FRUH�FRPPLWPHQW�WR�XQGHUZULWLQJ�DQG�
VHUYLFH�KDV�QHYHU�ZDYHUHG��,Q�DQ�LGHDO�
ZRUOG�ZH�ZRXOG�KRSH�WR�VHH�D�VLPLODU�
SKLORVRSK\�LQ�RXU�FRQWUDFWRU�FOLHQWV���
,Q�PRVW�FDVHV�WKLV�LV�DFFXUDWH��KRZHYHU��
WKH�GHFOLQLQJ�FRQVWUXFWLRQ�PDUNHW�KDV�
IRUFHG�PDQ\�FRQWUDFWRUV�WR�VHHN�QHZ�
UHYHQXH�VWUHDPV��2QH�VLJQLILFDQW��
FKDQJH�ZH�KDYH�VHHQ�RYHU�WKH�SDVW��
IHZ�\HDUV�LV�LQ�WKH�QXPEHU�RI�
FRQWUDFWRUV�ZKR�DUH�WUDYHOOLQJ��
IDUWKHU�WR�VHFXUH�ZRUN�

:H�DUH�QRW�D�SURSRQHQW�RI�
FRQWUDFWRUV�WUDYHOOLQJ�RXWVLGH�RI�WKHLU�
JHRJUDSKLFDO�UHJLRQ�RI�H[SHUWLVH�WR�
REWDLQ�ZRUN��+RZHYHU��ZH�XQGHUVWDQG�
WKDW�FRQWUDFWRUV�DUH�EHLQJ�IRUFHG�WR�
GR�WKLV��:KHQ�RQH�RI�RXU�FXVWRPHUV�
H[SUHVVHV�D�GHVLUH�WR�ZRUN�LQ�D�QHZ�DUHD��
ZH�WU\�WR�JHW�DQ�XQGHUVWDQGLQJ�RI�ZK\�
LW�PDNHV�VHQVH�IRU�KLP�RU�KHU�WR�GR�WKLV�
DQG�KRZ�KH�RU�VKH�SODQV�WR�PDQDJH�WKH�
ZRUN�LQ�WKH�QHZ�ORFDWLRQ���

Managing the Work
$PRQJ�WKH�LPSRUWDQW�LVVXHV�WR�FRQVLGHU�
DUH�WKH�SODQV�WR�PDQDJH�WKH�ZRUN���7KH�
RSWLRQV�DUH�WR�VHQG�H[LVWLQJ�SHUVRQQHO�
WR�PDQDJH�WKH�SURMHFW�RU�KLUH�VRPHRQH�
ZKR�LV�IDPLOLDU�ZLWK�WKH�QHZ�DUHD��
:H�KDYH�VHHQ�VXFFHVVHV�DQG�IDLOXUHV�
ZLWK�ERWK�DSSURDFKHV��,I�FRQWUDFWRUV�

VHQG�H[LVWLQJ�VWDII�WKH\�FRXOG�EH�DW�
D�GLVDGYDQWDJH�EHFDXVH�WKH\�DUH�QRW�
IDPLOLDU�ZLWK�ORFDO�VXEFRQWUDFWRUV��
EXLOGLQJ�LQVSHFWRUV�DQG�FRGHV��DQG�
ORFDO�FRPSHWLWLRQ��,W�LV�FKDOOHQJLQJ�
WR�ZRUN�LQ�D�QHZ�HQYLURQPHQW��,I�WKH�
FRQWUDFWRU�FKRRVHV�WR�KLUH�VRPHRQH�ZKR�
LV�IDPLOLDU�ZLWK�WKH�QHZ�DUHD��WKH�QHZ�
KLUH�ZLOO�QRW�EH�IDPLOLDU�ZLWK�KRZ�WKH�
FRPSDQ\�RSHUDWHV��,W�ZLOO�EH�LPSRUWDQW�
IRU�WKHP�WR�TXLFNO\�OHDUQ�SURFHGXUHV�IRU�
MRE�FRVWLQJ��FKDQJH�RUGHU�SURFHGXUHV��
GRFXPHQWDWLRQ��DQG�RYHUDOO�FRPSDQ\�
FXOWXUH�WR�PDQDJH�WKH�ZRUN�VXFFHVVIXOO\���

Subcontractor Selection Process
7KH�VXEFRQWUDFWRU�VHOHFWLRQ�SURFHVV�LV�
NH\�WR�VXFFHVVIXO�SURMHFW�PDQDJHPHQW��
$�FRQWUDFWRU�PXVW�FDUHIXOO\�HYDOXDWH�
WKH�TXDOLILFDWLRQV�RI�WKH�VXEFRQWUDFWRUV�

Some of the Risks Involved in  
Expanding to New Areas
%\�0LFKDHO�)RVWHU
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WKH\�KLUH��$QG�WKHUH�DUH�RWKHU�
FRQVLGHUDWLRQV��VXFK�DV�KRZ�WR�JHW�
IDYRUDEOH�TXRWHV�IURP�VXEFRQWUDFWRUV�
ZKR�KDYH�EHHQ�ZRUNLQJ�ZLWK�WKH�ORFDO�
JHQHUDO�FRQWUDFWRUV�IRU�PDQ\�\HDUV��
$OVR��LI�\RX�JR�WR�D�QHZ�DUHD�\RX�PD\�
QHHG�WR�DGMXVW�\RXU�VXEFRQWUDFWRU�
ERQGLQJ�SROLF\�

Legal, Insurance,  
and Regulatory Issues
&RQWUDFWRUV�WUDYHOOLQJ�RXWVLGH�RI�
WKHLU�XVXDO�ZRUN�WHUULWRU\�DUH�RIWHQ�
FRQIURQWHG�ZLWK�QHZ�OHJDO��LQVXUDQFH��
DQG�UHJXODWRU\�LVVXHV��6RPH�RI�WKH�
TXHVWLRQV�ZH�HQFRXUDJH�FRQWUDFWRUV��
WR�DVN�DUH��

����$UH�WKHUH�SURWHFWLYH�SROLFLHV�LQ�SODFH�
IRU�ORFDO�FRQWUDFWRUV"�

����$UH�WKHUH�VSHFLDO�ORFDO�RU�VWDWH�
OLFHQVLQJ�RU�LQVXUDQFH�UHTXLUHPHQWV"�

����$UH�WKHUH�PRUH�VWULQJHQW�VDIHW\�
UHTXLUHPHQWV"

����$UH�WKHUH�DQ\�ORFDO�XQLRQ�LVVXHV�
WR�DGGUHVV"���

����$UH�WKHUH�EHVW�SUDFWLFHV�IRU�ZRUNLQJ�
ZLWK�WKH�ORFDO�LQVSHFWRUV"�

����$UH�\RX�ZRUNLQJ�IRU�D�PXQLFLSDOLW\�
ZLWK�IXQGLQJ�LVVXHV"�

����$UH�WKHUH�SURPSW�SD\PHQW�
UHTXLUHPHQWV�LQ�SODFH"�

Geography
7KH�QHZ�JHRJUDSK\�LWVHOI�FDQ�SUHVHQW�
FKDOOHQJHV�WR�D�FRQWUDFWRU�ZKR�KDV�QRW�
ZRUNHG�LQ�WKH�DUHD�EHIRUH��)RU�H[DPSOH��
DQ�XQGHUJURXQG�FRQWUDFWRU�ZLOO�
KDYH�WR�EH�SUHSDUHG�IRU�GLIIHUHQW�VRLO�
FRQGLWLRQV��URFN��DQG�ZDWHU�DYDLODELOLW\��
7UDYHOOLQJ�ORQJ�GLVWDQFHV�PLJKW�PHDQ�
GLIIHUHQW�WHPSHUDWXUHV��VKRUWHU�GD\V��
RU�PRUH�UDLQ��,I�WKH�DUHD�LV�LVRODWHG��LW�
PD\�EH�GLIILFXOW�WR�REWDLQ�PDWHULDOV�DQG�
VXSSOLHV�RQ�D�WLPHO\�EDVLV��

Contractual Issues
8QGHUVWDQGLQJ�FRQWUDFWV�DQG�VWDWXWHV�
LQ�WKH�QHZ�DUHD�LV�LPSRUWDQW��7KHUH�
PD\�EH�GLIIHUHQW�SROLFLHV�IRU�ZKDW�
FRQVWLWXWHV�D�FKDQJH�RUGHU�DQG�KRZ�\RX�
FDQ�SXUVXH�D�FKDQJH�RUGHU��3HUPLWWLQJ�
LVVXHV�PLJKW�GHOD\�WKH�DELOLW\�WR�VWDUW�
ZRUN��'LVSXWH�UHVROXWLRQ�SURFHGXUHV�
VKRXOG�EH�FODULILHG���7KHUH�PD\�EH�
GLIIHUHQW�PDLQWHQDQFH�RU�ZDUUDQW\�

REOLJDWLRQV��&RQWUDFWRUV�QHHG�WR�EH�
DZDUH�RI�H[FHVVLYH�OLTXLGDWHG�RU�HYHQ�
FRQVHTXHQWLDO�GDPDJHV��&RQWUDFWRUV�
ZLOO�DOVR�QHHG�WR�NQRZ�LI�³SD\�ZKHQ�
SDLG´�FODXVHV�KROG�XS�
6HYHUDO�RI�RXU�FXVWRPHUV�KDYH�OHDUQHG�

WKDW�WKH�JUDVV�LV�QRW�DOZD\V�JUHHQHU�RQ�
WKH�RWKHU�VLGH��%XW��LI�D�FRQWUDFWRU�PXVW�
WUDYHO�WR�D�QHZ�DUHD��ZH�UHFRPPHQG�
WKDW�WKH\�VWDUW�LQ�D�FRQVHUYDWLYH�IDVKLRQ�
ZLWK�VPDOOHU�SURMHFWV�XQWLO�WKH\�JDLQ�D�
EHWWHU�XQGHUVWDQGLQJ�RI�WKH�DUHD��,W�LV�
XVXDOO\�GLIILFXOW�WR�EHDW�ORFDO�FRQWUDFWRUV�
RQ�KDUG�ELG�ZRUN��:H�SUHIHU�WR�VHH�RXU�
FOLHQWV�WUDYHOOLQJ�WR�QHZ�DUHDV�DW�WKH�
UHTXHVW�RI�D�IDPLOLDU�RZQHU��&RQVWUXFWLRQ�
FDQ�EH�D�YHU\�ULVN\�EXVLQHVV�ZLWK�DQ�
H[WUHPHO\�KLJK�IDLOXUH�UDWH��%HIRUH�
WDNLQJ�RQ�DGGLWLRQDO�ULVN��FRQWUDFWRUV�
VKRXOG�FRQVLGHU�WKHVH�LVVXHV�DQG�FRQVXOW�
WKHLU�WHDP�RI�SURIHVVLRQDO�VXSSRUWHUV�
LQFOXGLQJ�WKHLU�DWWRUQH\��EDQNHU��&3$��
VXUHW\�DJHQW��DQG�VXUHW\�XQGHUZULWHU��Q������

0LFKDHO�)RVWHU�LV�H[HFXWLYH�YLFH�
SUHVLGHQW�RI�XQGHUZULWLQJ�DW�0HUFKDQWV�
%RQGLQJ�&RPSDQ\��+H�PD\�EH�UHDFKHG�
DW�PIRVWHU#PHUFKDQWVERQGLQJ�FRP��
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6LQFH�WKH�0LOOHU�$FW�PDQGDWHV�
SHUIRUPDQFH�ERQGV�RQ�PRVW�IHGHUDO�
SURMHFWV��WRWDO�IHGHUDO�VSHQGLQJ�RQ�
FRQVWUXFWLRQ�SURMHFWV�KDV�D�GLUHFW�LPSDFW�RQ�
VXUHW\�SUHPLXPV��7KH�³/LWWOH�0LOOHU�$FWV�´�
ZKLFK�DSSO\�WR�VWDWH�DQG�ORFDO�VSHQGLQJ��KDV�
D�VLPLODU�HIIHFW��6R�DV�EXGJHWV�DUH�UHGXFHG�
DW�WKH�IHGHUDO��VWDWH��DQG�PXQLFLSDO�OHYHOV��LW�
KDV�DQ�LPSDFW�RQ�FRQWUDFWRUV¶�UHYHQXH�DQG��
LQ�WXUQ��WKH�VXUHW\�LQGXVWU\���
:KHQ�WKH�UHFHVVLRQ�ZDV�MXVW�

EHJLQQLQJ��LW�ZDV�SULYDWH�VHFWRU�ZRUN�
WKDW�VXIIHUHG�GXH�WR�UHGXFHG�GHPDQG��
%DQNV�ZHUH�WLJKWHQLQJ�OHQGLQJ�VWDQGDUGV��
UHGXFLQJ�WKH�DYDLODELOLW\�RI�FDSLWDO��$W�
WKH�VDPH�WLPH��SXEOLF�ZRUNV�SURMHFWV�
ZHUH�EHQHILWLQJ�IURP�LQFUHDVHG�VWLPXOXV�
VSHQGLQJ��7KLV�ULVH�LQ�SXEOLF�ZRUN�DOVR�
KHOSHG�PDQ\�SULYDWH�FRQWUDFWRUV��DV�WKH\�

FRXOG�VKLIW�WKHLU�IRFXV�WR�WKH�SXEOLF�VHFWRU��
$V�IHGHUDO��VWDWH��DQG�PXQLFLSDO�EXGJHWV�

FRQWLQXH�WR�VKULQN��JRYHUQPHQW�HQWLWLHV�
DUH�ORRNLQJ�IRU�ZD\V�WR�VWUHWFK�WKHLU�OLPLWHG�
IXQGV��)HGHUDO�GROODUV�DUH�EHLQJ�WDUJHWHG�
IRU�ODUJHU��KLJK�SURILOH�SURMHFWV��FURZGLQJ�
RXW�VPDOOHU�EXW�QHFHVVDU\�FRQVWUXFWLRQ�DQG�
PDLQWHQDQFH�ZRUN���
6PDOO�RU�PLGGOH�VL]HG�FRQWUDFWRUV�

ZKR�PD\�QRW�KDYH�WKH�UHVRXUFHV�WR�
TXDOLI\�IRU�ODUJHU�SURMHFWV�QRZ�KDYH�OHVV�
SXEOLF�FRQVWUXFWLRQ�SURMHFWV�DYDLODEOH�
WR�WKHP��7KLV�H[FOXVLRQ�SXWV�WKHVH�
FRQWUDFWRUV�LQ�D�GLIILFXOW�SRVLWLRQ��
5HGXFHG�UHYHQXHV�DQG�ORZHU�SURILW�
PDUJLQV�FDQ�EH�HVSHFLDOO\�GLIILFXOW�IRU�
EULGJH��KLJKZD\��DQG�RWKHU�LQIUDVWUXFWXUH�
FRQWUDFWRUV�ZKR�RIWHQ�KDYH�IL[HG�DVVHWV�
WKDW�QHHG�WR�EH�GHSOR\HG�WR�FRYHU�WKH�

PDLQWHQDQFH�DQG�FDUU\LQJ�FRVWV���
8QWLO�WKHUH�LV�LPSURYHG�IXQGLQJ�IRU�

SXEOLF�ZRUNV��FRQVWUXFWLRQ�ILUPV�PXVW�
RSHUDWH�LQ�VRPH�YHU\�FKDOOHQJLQJ�PDUNHW�
FRQGLWLRQV��)RUWXQDWHO\��D�ODUJH�PDMRULW\�
RI�WKHVH�FRQWUDFWRUV�KDV�EHHQ�DEOH�WR�
PDQDJH�WKHLU�RYHUKHDG�WR�VXSSRUW�WKHVH�
ORZHU�UHYHQXHV��$OVR��PDQ\�ILUPV�KDG�
EXLOW�XS�WKHLU�EDODQFH�VKHHWV�WKURXJK�WKH�
ERRP�\HDUV��DOORZLQJ�WKHP�WR�WDNH�D�³ZDLW�
LW�RXW´�DSSURDFK��+RZHYHU��WKLV�GHIHQVLYH�
SRVWXUH�FDQQRW�EH�VXVWDLQHG�IRU�WRR�ORQJ���
7KH�FRQWLQXLQJ�FKDOOHQJH�IRU�FRQWUDFWRUV�

DQG�WKH�VXUHW\�LQGXVWU\�LV�WR�PDQDJH�ULVN�DV�
SXEOLF�IXQGLQJ�IRU�FRQVWUXFWLRQ�VKULQNV�RU�
VWDJQDWHV��$FFRUGLQJ�WR�8�6��&HQVXV�GDWD��
WKH�YDOXH�RI�SXEOLF�FRQVWUXFWLRQ�SXW�LQ�SODFH�
SHDNHG�LQ������DQG�KDV�VWHDGLO\�GHFOLQHG�

Government Spending and the  
Impact on Surety Premiums and Construction 
%\�3DWULFN�0F*UDLO�3HDVO\

[ Continued on Page S 27 ]
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VLQFH��ZLWK�VXUHW\�SUHPLXP�IROORZLQJ��
D�VLPLODU�WUDMHFWRU\���
0RUH�WURXEOLQJ�IRU�WKH�VXUHW\�

LQGXVWU\�LV�WKDW�ORVVHV�RQ�SXEOLF�ZRUN�
KDYH�VWHDGLO\�JURZQ�\HDU�RYHU�\HDU�
VLQFH�KLWWLQJ�D�ORZ�LQ�������DFFRUGLQJ�
WR�7KH�6XUHW\�	�)LGHOLW\�$VVRFLDWLRQ�
RI�$PHULFD��7KLV�WUHQG�LV�LQGLFDWLYH�RI�
WKH�WZLQ�SUREOHP�IDFLQJ�FRQWUDFWRUV��
UHGXFHG�UHYHQXHV�DQG�ORZHU�JURVV�
SURILW�PDUJLQV���
7KH�ODFN�RI�DGHTXDWH�SXEOLF�IXQGLQJ�

IRU�FRQVWUXFWLRQ�KDV�OHG�VRPH�VWDWHV�
DQG�PXQLFLSDOLWLHV�WR�ORRN�WR�DOWHUQDWLYH�
IRUPV�RI�SURMHFW�ILQDQFH��([DPSOHV�
RI�WKLV�LQFOXGH�*$3�ILQDQFLQJ�DQG�

3XEOLF�3ULYDWH�3DUWQHUVKLSV��333���
%RWK�RI�WKHVH�RSWLRQV�SRWHQWLDOO\�VKLIW�
WR�WKH�FRQWUDFWRU�ILQDQFLDO�DQG�RWKHU�
DWWHQGDQW�ULVNV�WKDW�WKH\�DUH�QRW�XVHG�
WR�HQFRXQWHULQJ�RQ�WUDGLWLRQDO�SXEOLF�
ZRUNV�FRQWUDFWV��$V�DQ�H[DPSOH��LQ�WKH�
FDVH�RI�*$3�ILQDQFLQJ��WKH�FRQWUDFWRU�
PD\�QHHG�WR�XVH�KLV�RU�KHU�EDQN�OLQH�RI�
FUHGLW�WR�ILQDQFH�WKH�SURMHFW¶V�SD\PHQW�
³JDS�́ �7KLV�FDQ�WLH�XS�D�VLJQLILFDQW�
DPRXQW�RI�WKHLU�DYDLODEOH�FUHGLW�IRU�
\HDUV�DIWHU�WKH�FRPSOHWLRQ�RI�WKH�MRE�
'HVSLWH�WKH�PDQ\�FKDOOHQJHV��PRVW�

FRQVWUXFWLRQ�ILUPV�KDYH�SURYHQ�WR�EH�
UHVLOLHQW��7KH\�KDYH�DGDSWHG�WR�WKH�
GRZQWXUQ�E\�DJJUHVVLYHO\�FXWWLQJ�FRVWV�
DQG�VWUHDPOLQLQJ�RSHUDWLRQV��$OWKRXJK�
JRYHUQPHQW�IXQGLQJ�KDV�EHHQ�VHYHUHO\�

VWUDLQHG��WKH�HYHQWXDO�UHERXQG�LQ�
EXVLQHVV�DFWLYLW\�ZLOO�DOORZ�VORZ�EXW�
VWHDG\�UHSOHQLVKPHQW�RI�UHYHQXHV�DQG�D�
UHIRFXVLQJ�RQ�WKH�PDQ\�GHOD\HG�EXW�PXFK�
QHHGHG�LQIUDVWUXFWXUH�LPSURYHPHQWV�
DFURVV�WKH�FRXQWU\��$W�WKDW�SRLQW��
FRQWUDFWRUV�ZKR�KDYH�WKRXJKWIXOO\�
SODQQHG�DQG�PDQDJHG�WKHLU�EXVLQHVVHV�
VKRXOG�EH�LQ�SRVLWLRQ�WR�JURZ�SURILWDEO\��
*RYHUQPHQWV�ZLOO�SXW�PRUH�ZRUN�RXW�WR�
ELG��FRQWUDFWRUV�ZLOO�H[SDQG�EDFNORJV��DQG�
VXUHW\�SUHPLXPV�ZLOO�ULVH�DFFRUGLQJO\��Q

3DWULFN�0F*UDLO�3HDVOH\�LV�DQ�
XQGHUZULWLQJ�VSHFLDOLVW�DW�7UDYHOHUV��
%RQG�	�)LQDQFLDO�3URGXFWV�DQG�
&RQVWUXFWLRQ�6HUYLFHV�DQG�PD\�EH�
UHDFKHG�DW�30&*5$,/#WUDYHOHUV�FRP�

What Can Contractors Do  

To Promote Construction and Bonds? 

%\�5REHUW�(��6WDSOHV

,W�LV�LQ�HYHU\�FRQWUDFWRU¶V�EHVW�
LQWHUHVW�WKDW�VXUHW\�ERQGV�UHPDLQ�D�
UHTXLUHPHQW�IRU�DOO�SXEOLF�ZRUN�DQG��WR�
WKH�H[WHQW�SRVVLEOH��IRU�SULYDWH�FRQWUDFW�
ZRUN�DV�ZHOO��7KH�UHDVRQLQJ�LV�DV�IROORZV�

���7KH�VXUHW\�SUHTXDOLILFDWLRQ�SURFHVV�
UHPRYHV�LQDGHTXDWH�FRQWUDFWRUV�IURP�
WKH�RYHUDOO�SRRO�RI�FRQWUDFWRUV�ELGGLQJ�
RQ�D�SURMHFW��JUHDWO\�LQFUHDVLQJ�WKH�
FKDQFHV�RI�D�VXFFHVVIXO�SURMHFW�

���3UHTXDOLILHG�FRQWUDFWRUV�UDLVH�WKH�EDU�
IRU�SURMHFW�RZQHUV�WR�H[SHFW�SURSHUO\�
FRPSOHWHG�SURMHFWV�ZLWKLQ�WKH�JLYHQ�
WLPH�IUDPH�DQG�FRQWUDFW�SULFH��6XUHW\�
ERQGV�WUDQVIHU�WKH�ULVN�RI�FRQWUDFWRU�
GHIDXOW�WR�WKH�VXUHW\�FRPSDQ\��WKXV�
HOLPLQDWLQJ�WKH�SULPDU\�FDXVH�IRU�
SURMHFW�GHOD\�DQG�FRVW�RYHUUXQV�IRU�WKH�
SURMHFW�RZQHU���

���&RQWUDFWRUV�ZKR�ZRUN�LQ�SDUWQHUVKLS�
ZLWK�WKHLU�VXUHWLHV�W\SLFDOO\�RSHUDWH�
VXFFHVVIXO�EXVLQHVV�HQWHUSULVHV�WKDW�
DUH�EHWWHU�DEOH�WR�VWDQG�WKH�HFRQRPLF�
EXVLQHVV�F\FOHV�RI�FRQWUDFWLQJ��)RU�
WKHVH�UHDVRQV��DOO�FRQWUDFWRUV�VKRXOG�
VHHN�D�VXUHW\�OLQH�RI�FUHGLW�IRU�WKHLU�
RZQ�PHULW�DQG�HQFRXUDJH�RWKHUV�WR�GR�
WKH�VDPH�

6R�ZKDW�FDQ�FRQWUDFWRUV�GR�WR�
SURPRWH�VXUHW\�ERQGV"�)LUVWO\��

VWD\�FXUUHQW�ZLWK�IHGHUDO�DQG�VWDWH�
UHJXODWLRQV�KDYLQJ�WR�GR�ZLWK�WKH�
0LOOHU�$FW��7KHUH�KDV�EHHQ�RQJRLQJ�
GLVFXVVLRQ�DW�WKH�VWDWH�DQG�IHGHUDO�
OHYHOV�RI�UHSHDOLQJ�RU�DPHQGLQJ�
0LOOHU�$FW�UHJXODWLRQV�ERWK�DV�D�FRVW�
VDYLQJ�PHDVXUH�DQG�DOVR�WR�HQFRXUDJH�
FRPSHWLWLRQ�RQ�VPDOOHU�FRQWUDFWV��
(OLPLQDWLQJ�RU�UHGXFLQJ�VXUHW\�ERQGV�
IURP�SXEOLF�ZRUN�ZLOO�RQO\�LQFUHDVH�WKH�
SRWHQWLDO�IRU�LQDGHTXDWH�FRQWUDFWRUV²
WKRVH�QRW�SUHTXDOLILHG�E\�VXUHWLHV²WR�
ZLQ�ZRUN�ZKLFK�LQ�WXUQ�FUHDWHV�WKH�
SRWHQWLDO�IRU�FRQWUDFWRU�GHIDXOW�ZLWK�
XQSDLG�VXEFRQWUDFWRUV�DQG�VXSSOLHUV��,W�
LV�DOVR�YHU\�PXFK�LQ�WKH�SXEOLF�LQWHUHVW�
IRU�WKH�0LOOHU�$FW�WR�UHPDLQ�D�JXLGLQJ�
IRUFH�LQ�WKH�LQGXVWU\��DV�LWV�H[LVWHQFH�
SURWHFWV�DJDLQVW�GHIDXOWHG�XQFRPSOHWHG�
SURMHFWV��WKXV�VDYLQJ�WD[SD\HU�PRQH\�
6HFRQGO\��FRQWUDFWRUV�VKRXOG�

HQFRXUDJH�ERQGV�EH�PDGH�DQ�LQWHJUDO�
SDUW�RI�SULYDWH�FRQVWUXFWLRQ�SURMHFWV��
$OWKRXJK�VXUHW\�ERQGV�DUH�PDQGDWHG�
E\�ODZ�RQ�SXEOLF�ZRUNV�SURMHFWV��WKH�
XVH�RI�VXUHW\�ERQGV�RQ�SULYDWHO\�RZQHG�
FRQVWUXFWLRQ�SURMHFWV�LV�DW�WKH�RZQHU¶V�
GLVFUHWLRQ��2ZQHUV�QHHG�WR�EH�DZDUH�
WKDW�DOWHUQDWLYH�IRUPV�RI�ILQDQFLDO�
VHFXULW\�VXFK�DV�OHWWHUV�RI�FUHGLW�DQG�

VHOI�LQVXUDQFH�GR�QRW�SURYLGH�WKH�
�����SHUIRUPDQFH�SURWHFWLRQ�DQG�
�����SD\PHQW�SURWHFWLRQ�RI�VXUHW\�
ERQGV��QRU�GR�WKH\�DVVXUH�D�FRPSHWHQW�
FRQWUDFWRU��:LWK�VXUHW\�ERQGV�WKH�
ULVNV�RI�SURMHFW�FRPSOHWLRQ�DUH�VKLIWHG�
IURP�WKH�RZQHU�WR�WKH�VXUHW\�FRPSDQ\��
:KHQ�FRPSDUHG�WR�WKH�SURMHFW�ULVN�
DVVXPHG�E\�WKH�SULYDWH�RZQHU��VKRXOG�
D�FRQWUDFWRU�GHIDXOW�ZLWKRXW�ERQGV�DV�D�
SDUW�RI�WKH�FRQWUDFW��WKH�SUHPLXP�FRVW�
LV�VPDOO�LQGHHG���
7KLUGO\��FRQWUDFWRUV�VKRXOG�FRQVLGHU�

UHTXLULQJ�WKHLU�VXEFRQWUDFWRUV�WR�SURYLGH�
VXUHW\�ERQGV��:KLOH�PDQ\�FRQWUDFWRUV�
KDYH�VXFFHVVIXOO\�FRPSOHWHG�SURMHFWV�
ZLWKRXW�ERQGLQJ�WKHLU�VXEFRQWUDFWRUV��
HYHQ�RQH�RU�WZR�VXEFRQWUDFWRU�GHIDXOWV�
ZLWKLQ�D�FRQWUDFWRU¶V�XQFRPSOHWHG�
ZRUN�SURJUDP�FDQ�SXW�H[WUHPH�
SUHVVXUH�RQ�RYHUDOO�SURILW�PDUJLQV��
ZLWK�WKH�SRWHQWLDO�WR�FDXVH�SULPH�
FRQWUDFWRU�GHIDXOW��$W�D�PLQLPXP��
SULPH�FRQWUDFWRUV�VKRXOG�HYDOXDWH�WKHLU�
VXEFRQWUDFWRU�WUDGHV�IRU�VRPH�RI�WKH�NH\�
ULVN�HOHPHQWV�WKDW�FDQ�LPSDFW�VXFFHVVIXO�
SURMHFW�FRPSOHWLRQ�DQG�UHTXLUH�ERQGV�
IRU�WKRVH�ULVNLHU�VXEFRQWUDFWRUV��
$�ODVW�VXJJHVWLRQ�LV�IRU�FRQWUDFWRUV�

WR�ZRUN�ZLWK�LQGHSHQGHQW�LQVXUDQFH�

[ Continued from Page S 25 ]
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EURNHUV�ZKR�VSHFLDOL]H�LQ�VXUHW\�
ERQGLQJ�RU�KDYH�DQ�HVWDEOLVKHG�VXEVHW�
RI�LQGLYLGXDOV�ZLWKLQ�WKH�EURNHUDJH�ZKR�
GHGLFDWH�WKHPVHOYHV�WR�VXUHW\��6XUHW\�
EURNHU�VSHFLDOLVWV�DUH�WKH�EHVW�EXVLQHVV�
VRXUFHV�IRU�FRQWUDFWRUV�ORRNLQJ�WR�REWDLQ�
ERQGLQJ�ZLWK�VXUHW\�FRPSDQLHV�EHVW�
JHDUHG�WR�WKDW�SDUWLFXODU�FRQWUDFWRU¶V�
QHHGV�DQG�EXVLQHVV�GHYHORSPHQW��
&RQWUDFWRUV�FDQ�VWDUW�ZLWK�OLVWLQJV�
IURP�EURNHU�WUDGH�RUJDQL]DWLRQV��VXFK�
DV�WKH�1DWLRQDO�$VVRFLDWLRQ�RI�6XUHW\�
%RQG�3URGXFHUV��7KH�6XUHW\�	�)LGHOLW\�
$VVRFLDWLRQ�RI�$PHULFD��RU�WKH�6XUHW\�
,QIRUPDWLRQ�2IILFH�
,W¶V�DOVR�LPSRUWDQW�WR�UHPHPEHU�

WKDW�VXUHW\�ERQGV�DUH�ULVN�WUDQVIHU�
PHFKDQLVPV��ZKHUH�WKH�VXUHW\�
FRPSDQ\�DVVXUHV�WKH�SURMHFW�RZQHU�
�RU�SULPH�FRQWUDFWRU�LQ�WKH�FDVH�

RI�VXEFRQWUDFWRU�ERQGV��WKDW�WKH�
FRQWUDFWRU�ZLOO�SHUIRUP�D�FRQWUDFW�
LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFW�
GRFXPHQWV��+RZ�RQH�HYDOXDWHV�DQG�
PDQDJHV�ULVN�RQ�FRQVWUXFWLRQ�SURMHFWV�
DQG�PDNHV�¿VFDOO\�UHVSRQVLEOH�
GHFLVLRQV�WR�HQVXUH�WLPHO\�SURMHFW�
FRPSOHWLRQ�LV�SDUDPRXQW�WR�VXFFHVVIXO�
FRPSOHWLRQ�RI�SURMHFWV�ZLWKLQ�WKH�WLPH�
IUDPH�HVWDEOLVKHG�DQG�ZLWKLQ�EXGJHW��
7R�JDPEOH�RQ�D�FRQWUDFWRU�ZKRVH�
VWDQGLQJ�LV�XQFHUWDLQ�RU�ZKR�FRXOG�
EHFRPH�EDQNUXSW�KDOIZD\�WKURXJK��
WKH�MRE�FDQ�EH�D�FRVWO\�GHFLVLRQ�IRU�
SURMHFW�RZQHUV�
+RZ�ZLOO�SXEOLF�DJHQFLHV��ZKLFK�

XVH�WKH�ORZ�ELG�V\VWHP�LQ�DZDUGLQJ�
SXEOLF�ZRUNV�FRQWUDFWV��EH�DEOH�WR�EH�
VXUH�WKH�ORZHVW�ELGGHU�LV�GHSHQGDEOH"��
+RZ�FDQ�SULYDWH�VHFWRU�FRQVWUXFWLRQ�

SURMHFW�RZQHUV�PDQDJH�WKH�ULVN�RI�
FRQWUDFWRU�IDLOXUH"��+RZ�FDQ�SULPH�
FRQWUDFWRUV�PDQDJH�VXEFRQWUDFWRU�
GHIDXOW�ULVN"�$QVZHU���%\�DOO�SDUWLHV�
LQYROYHG�ZLWKLQ�WKH�FRQWUDFWLQJ�SURFHVV�
WDNLQJ�VWHSV�WR�PLWLJDWH�SHUIRUPDQFH�
DQG�SD\PHQW�ULVN��6XUHW\�ERQGV�DUH�
D�ZLVH�LQYHVWPHQW²SURWHFWLQJ�SXEOLF�
RZQHUV��SULYDWH�RZQHUV��OHQGHUV��DQG�
SULPH�FRQWUDFWRUV�IURP�WKH�SRWHQWLDOO\�
GHYDVWDWLQJ�H[SHQVH�RI�FRQWUDFWRU�DQG�
VXEFRQWUDFWRU�IDLOXUH��$QG�LW�VKRXOG�QRW�
EH�ORVW�XSRQ�FRQWUDFWRUV�WKDW�WKH\�FDQ�
RIWHQ�EH�WKH�EHVW�VRXUFH�RI�HGXFDWLQJ�
RWKHUV�DV�WR�WKH�YDOXH�RI�VXUHW\�ERQGV��Q�

5REHUW�(��6WDSOHV�LV�VHQLRU�YLFH�
SUHVLGHQW��VXUHW\��IRU�$OOLHG�:RUOG��
8�6��DQG�PD\�EH�UHDFKHG�DW��
UREHUW�VWDSOHV#DZDF�FRP�

$�VXUHW\�ERQG�LV�D�WKUHH�SDUW\�
DJUHHPHQW�E\�ZKLFK�WKH�VXUHW\�VHFXUHV�
WKH�REOLJDWLRQ�WKDW�LV�RZHG�E\�RQH�
SDUW\��WKH�ERQG�SULQFLSDO��WR�DQRWKHU�
SDUW\��WKH�REOLJHH���$�SHUIRUPDQFH�
ERQG�VHFXUHV�WKH�REOLJDWLRQ�IRU�WKH�
FRQWUDFWRU��ERQG�SULQFLSDO��WKDW�LV�
RZHG�WR�WKH�SURMHFW�RZQHU��REOLJHH��
WR�SHUIRUP�WKH�FRQWUDFW�IXOO\��$�
SD\PHQW�ERQG�VHFXUHV�WKH�FRQWUDFWRU¶V�
REOLJDWLRQ�WR�SD\�LWV�VXEFRQWUDFWRUV�
DQG�VXSSOLHUV��$V�D�IRUP�RI�LQVXUDQFH��
D�VXUHW\�ERQG�LV�D�ULVN�WUDQVIHU�
PHFKDQLVP��7KH�SURMHFW�RZQHU�IDFHV�
WKH�ULVN�WKDW�WKH�FRQWUDFWRU�ZLOO�IDLO�RU�
EHFRPH�LQVROYHQW�DQG�OHDYH�WKH�RZQHU�
ZLWK�WKH�ILQDQFLDO�EXUGHQ�RI�WKH�H[FHVV�
FRVWV�RI�FRPSOHWLRQ��7KH�VXUHW\�LV�WKH�
GHHS�SRFNHW�WKDW�EHDUV�WKLV�ULVN��$�
VXUHW\�ILUVW�VHHNV�WR�DYRLG�D�GHIDXOW�
E\�SURYLGLQJ�ERQGV�RQO\�WR�WKRVH�
FRQWUDFWRUV�LW�KDV�GHWHUPLQHG��EDVHG�
RQ�D�GHWDLOHG�XQGHUZULWLQJ�SURFHVV��DUH�
TXDOLILHG�WR�SHUIRUP�WKH�ZRUN��,Q�WKH�
HYHQW�RI�D�FRQWUDFWRU�GHIDXOW��D�VXUHW\�
VWHSV�LQ�WR�SURYLGH�ILQDQFLDO�SURWHFWLRQ�
WR�WKH�SURMHFW�RZQHU��7KH�VXUHW\�

ERQG�LV�D�WKUHH�SDUW\�DJUHHPHQW��DQG�
GLIIHUHQW�IURP�WUDGLWLRQDO�WZR�SDUW\�
LQVXUDQFH�SROLFLHV��7KH�FRQWUDFWRU�
XOWLPDWHO\�LV�UHVSRQVLEOH�WR�WKH�VXUHW\�
IRU�ORVVHV�WKDW�WKH�VXUHW\�SD\V�RXW�RQ�LWV�
EHKDOI��EXW�WKH�IXQGDPHQWDO�SULQFLSDO�
UHPDLQV²WKH�ULVN�RI�FRQWUDFWRU�GHIDXOW�
LV�WUDQVIHUUHG�IURP�WKH�SURMHFW�RZQHU�
WR�WKH�VXUHW\�
%HFDXVH�WKH\�HQJDJH�LQ�WKH�EXVLQHVV�

RI�LQVXUDQFH��VXUHWLHV�DUH�UHJXODWHG�
E\�VWDWH�LQVXUDQFH�GHSDUWPHQWV�DQG�
PXVW�EH�OLFHQVHG�LQ�WKH�VWDWH�ZKHUH�
WKH�VXUHW\�ZULWHV�ERQGV��7KH�VXUHW\�
LV�VXEMHFW�WR�WKH�UHJXODWLRQ�RI�WKH�
VWDWH�LQVXUDQFH�GHSDUWPHQW��ZKLFK�
LQFOXGHV�PLQLPXP�FDSLWDO�DQG�VXUSOXV�
UHTXLUHPHQWV��ILQDQFLDO�UHSRUWLQJ��DQG�
SHULRGLF�RQ�VLWH�ILQDQFLDO�H[DPV�DQG�
PDUNHW�FRQGXFW�H[DPLQDWLRQV��DPRQJ�
PDQ\�RWKHU�W\SHV�RI�UHJXODWLRQ��)RU�
H[DPSOH��XQGHU�7H[DV�ODZ��DQ�LQVXUDQFH�
FRPSDQ\�LV�VXEMHFW�WR�H[DPLQDWLRQ�
HYHU\�ILYH�\HDUV��97&$�,QV��&RGH���
���������DQG�PXVW�KDYH�D�PLQLPXP�
VXUSOXV�DQG�FDSLWDO�RI������PLOOLRQ�
�97&$�,QV��&RGH�����������DQG�

����������,Q�DGGLWLRQ��VWDWH�UHJXODWLRQ�
UHTXLUHV�WKDW�WKH�VXUHW\¶V�SUHPLXP�
UDWHV�DUH�UHDVRQDEOH�DQG�QRW�H[FHVVLYH��
5HDVRQDEOH�UHJXODWLRQ�RI�VXUHWLHV�

LV�DQ�HVVHQWLDO�VDIHJXDUG�IRU�WKRVH�
ZKR�SXUFKDVH�ERQGV�RU�VHHN�WKHLU�
EHQHILWV��,W�KDV�EHHQ�ORQJ�UHFRJQL]HG�
WKDW�WKH�EXVLQHVV�RI�LQVXUDQFH�LV�WLHG�
FORVHO\�WR�WKH�SXEOLF�LQWHUHVW�WKDW�
PXVW�EH�SURWHFWHG�WKURXJK�UHJXODWLRQ��
,QVXUDQFH��DQG�SDUWLFXODUO\�VXUHW\��
FDQ�EH�TXLWH�FRPSOH[�ZKHUH�WKH�
YDOXH�RI�WKH�SURGXFW�LQFOXGHV�³IXWXUH�
SHUIRUPDQFH�RI�YDULRXV�FRQWLQJHQW�
REOLJDWLRQV�´�5HJXODWLRQ�RI�LQVXUHUV��
LQFOXGLQJ�VXUHWLHV��HQVXUHV�WKH�EX\HU�
RI�WKH�SURGXFW�WKDW�LW�LV�REWDLQLQJ�
SURWHFWLRQ�DW�D�UHDVRQDEOH�SULFH�IURP�
D�ZHOO�FDSLWDOL]HG�HQWLW\�FDSDEOH�RI�
SD\LQJ�FODLPV��5HTXLULQJ�WKDW�WKH�
VXUHW\�IXUQLVKLQJ�WKH�ERQG�LV�OLFHQVHG�
E\�WKH�VWDWH�LQVXUDQFH�GHSDUWPHQW�LV�
WKH�SULPDU\�ZD\�WR�HQVXUH�WKDW�WKHUH�LV�
D�VROYHQW�VXUHW\�VWDQGLQJ�EHKLQG��
WKH�ERQGV�
7KH�OLFHQVLQJ�UHTXLUHPHQW�DQG�

WKH�UHJXODWLRQ�WKDW�JRHV�ZLWK�WKDW�

Why a Regulated Market is a Safe Market
%\�5REHUW�'XNH�DQG�0DUN�0F&DOOXP
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LV�QRW�UHVWULFWHG�WR�VXUHWLHV�WKDW�DUH�
FRUSRUDWLRQV��([FHSW�LQ�YHU\�IHZ�
LQVWDQFHV��DQ�LQGLYLGXDO�ZKR�GHVLUHV��
WR�ZULWH�VXUHW\�ERQGV�SHUVRQDOO\�
ZRXOG�QHHG�WR�VHHN�OLFHQVXUH�IURP�
WKH�VWDWH�LQVXUDQFH�GHSDUWPHQW��)DU�
WRR�IUHTXHQWO\��KRZHYHU��LQGLYLGXDOV�
KDYH�ZULWWHQ�ERQGV�ZLWKRXW�D�OLFHQVH��
,Q�DGGLWLRQ�WR�HYDGLQJ�WKH�VWDWXWRU\�
UHTXLUHPHQW�WR�KDYH�D�OLFHQVH��WKH�
DEVHQFH�RI�UHJXODWLRQV�PHDQV�WKDW�
WKH�EX\HU�RI�ERQGV�LV�QRW�JHWWLQJ�WKH�
EHQHILW�RI�UHJXODWRU\�RYHUVLJKW��7KH�
EX\HU�FDQQRW�EH�DVVXUHG�WKDW�D�VROYHQW�
DQG�ZHOO�FDSLWDOL]HG�VXUHW\�LV�EDFNLQJ�
WKH�ERQGV��7KH�EX\HU�GRHV�QRW�KDYH��
WKH�EHQHILW�WKDW�WKH�SULFH�KH�RU�VKH��
LV�EHLQJ�FKDUJHG�LV�UHDVRQDEOH��7KH�
EX\HU�DOVR�PD\�QRW�KDYH�WKH�RSWLRQ��
RI�WKH�UHJXODWRU�LQWHUYHQLQJ�LQ�
VLWXDWLRQV�RI�LPSURSHU�FRQGXFW�E\��
DQ�XQUHJXODWHG�VXUHW\��
8QOLFHQVHG�VXUHWLHV�KDYH�FDXVHG�

KDUP�DQG�FRQWLQXH�WR�FDXVH�KDUP�
WR�WKRVH�SHUVRQV�DQG�HQWLWLHV�WKDW�
GHSHQG�RQ�ERQG�SURWHFWLRQV��)RU�
H[DPSOH��DQ�LQGLYLGXDO�VXUHW\�QDPHG�
0RUULV�6HDUV��RSHUDWLQJ�XQGHU�WKH�
WUDGH�QDPH�RI�$%%$�%RQGLQJ��ZDV�
LVVXHG�D�FHDVH�DQG�GHVLVW�E\�D�QXPEHU�
RI�VWDWHV��LQFOXGLQJ�)ORULGD�DQG�
1RUWK�&DUROLQD��IRU�ZULWLQJ�VXUHW\�
EXVLQHVV�ZLWKRXW�D�OLFHQVH��$FFRUGLQJ�
WR�WKH�1RUWK�&DUROLQD�RUGHU�GDWHG�
'HFHPEHU����������6HDUV�KDG�ZULWWHQ�
RYHU����PLOOLRQ�LQ�ERQGV�LQ�1RUWK�
&DUROLQD��,Q�0DUFK�������6HDUV�ILOHG�
IRU�EDQNUXSWF\��XOWLPDWHO\�D�&KDSWHU�
��OLTXLGDWLRQ���7R�WKRVH�DFFHSWLQJ�
6HDUV¶�ERQGV��DOO�RXWZDUG�LQGLFDWLRQV�
ZHUH�WKDW�6HDUV�DQG�$%%$�ZHUH�ZHOO�
FDSLWDOL]HG��DV�6HDUV�IXUQLVKHG�SDUWLHV�
ZLWK�GRFXPHQWV�LQGLFDWLQJ�VXEVWDQWLDO�
DVVHWV��,Q�RQH�LQVWDQFH��6HDUV�
VXEPLWWHG�ERQGV�RQ�D�IHGHUDO�SURMHFW�
LQ�&RORUDGR�WKDW�ZHUH�VXSSRUWHG�E\�
D�VZRUQ�DIILGDYLW�WKDW�6HDUV�KDG�D�
QHW�ZRUWK�RI�RYHU������PLOOLRQ��1RW�
VXUSULVLQJO\��6HDUV�RSHUDWHG�LQ�D�
PDQQHU�WR�DYRLG�UHJXODWRU\�RYHUVLJKW��
VR�KLV�ILQDQFLDO�VWDWHPHQWV�ZHUH�
QRW�WKRURXJKO\�VFUXWLQL]HG�DQG�QR�
UHJXODWRU�ZRXOG�EH�LQ�SRVLWLRQ�WR�
DVVHVV�ZKHWKHU�WKH������PLOOLRQ��
WUXO\�H[LVWHG�DQG�ZDV�DYDLODEOH�WR��
SD\�FODLPV��
*HRUJH�'RXJODV�%ODFN��6U���DQ�

LQGLYLGXDO�VXUHW\�GRLQJ�EXVLQHVV�DV�
,QILQLW\�6XUHW\��ZDV�DUUHVWHG�DQG�

FKDUJHG�E\�WKH�8�6��'HSDUWPHQW�RI�
-XVWLFH�ZLWK�PDLO�IUDXG�IRU�DOOHJHGO\�
VHOOLQJ�PRUH�WKDQ������PLOOLRQ�RI�
ZRUWKOHVV�FRQVWUXFWLRQ�ERQGV�WR�����
GLIIHUHQW�FRQVWUXFWLRQ�FRPSDQLHV�RQ�
ORFDO��VWDWH��DQG�IHGHUDO�SXEOLF�ZRUNV�
SURMHFWV��ZKLOH�UHFHLYLQJ������PLOOLRQ�
LQ�IHHV��$PRQJ�%ODFN¶V�DOOHJHG�YLFWLPV�
ZHUH�WKH�8�6��1DY\��WKH�%HDXPRQW�
,QGHSHQGHQW�6FKRRO�'LVWULFW�RI�7H[DV��
DQG�WKH�0RQURH�$LUSRUW�LQ�0RQURH��
/RXLVLDQD��,W�LV�DOOHJHG�WKDW�%ODFN�
UHSHDWHGO\�SOHGJHG�WKH�VDPH�VPDOO�
SLHFH�RI�UHDO�SURSHUW\�WR�LQVXUH�PXOWL�
PLOOLRQ�GROODU�SULYDWH��VWDWH��DQG�
IHGHUDO�FRQVWUXFWLRQ�FRQWUDFWV��
$V�UHSRUWHG�LQ�WKH�)HEUXDU\����LVVXH�

RI�(15��DQ�LQGLYLGXDO�VXUHW\�QDPHG�
5REHUW�-RH�+DQVRQ�UHFHLYHG�FHDVH�DQG�
GHVLVW�RUGHUV�IURP�DW�OHDVW����VWDWHV�IRU�
ZULWLQJ�VXUHW\�ERQGV�ZLWKRXW�D�OLFHQVH��
/DVW�\HDU��0RQWDQD�UHJXODWRUV�DFFXVHG�
KLP�RI�VHOOLQJ�IUDXGXOHQW�VXUHW\�ERQGV�
WR�1DWLYH�$PHULFDQ�FRQWUDFWRUV�
8QIRUWXQDWHO\��WKHVH�DUH�QRW�LVRODWHG�

H[DPSOHV��DQG�ZRUWKOHVV�ERQGV�LVVXHG�
E\�XQOLFHQVHG�VXUHWLHV�FRQWLQXH�WR�
EH�IRXQG�LQ�WKH�FXUUHQW�FRQVWUXFWLRQ�
PDUNHWSODFH��3URMHFW�RZQHUV�DQG�
FRQWUDFWRUV�VKRXOG�QHYHU�SXUFKDVH�
ERQGV�IURP�XQOLFHQVHG�VXUHWLHV��RU�WKH\�
ULVN�WKURZLQJ�SUHPLXP�GROODUV�DZD\�
RQ�ZRUWKOHVV�ERQGV��0RUHRYHU��SURMHFW�
RZQHUV�DQG�FRQWUDFWRUV�PD\�EH�OHIW�
ZLWKRXW�DQ\�DGHTXDWH�UHFRXUVH�LQ�VXFK�
VLWXDWLRQV���
5HDVRQDEOH�LQVXUDQFH�UHJXODWLRQV�

SURWHFW�EX\HUV�RI�ERQGV�DQG�IDFLOLWDWH�
D�VDIHU�DQG�RUGHUO\�VXUHW\�PDUNHW��
%X\HUV�PXVW�DYRLG�EHLQJ�GXSHG��3URMHFW�
RZQHUV�DQG�FRQWUDFWRUV�VKRXOG�DOZD\V�
GR�EXVLQHVV�ZLWK�OLFHQVHG�VXUHWLHV�DQG�
FRQVXOW�ZLWK�WKH�LQVXUDQFH�GHSDUWPHQW�
LQ�WKH�VWDWH�RI�WKH�ORFDWLRQ�RI�WKH�SURMHFW�
WR�ILQG�RXW�LI�WKH�VXUHW\�LV�OLFHQVHG��
%\�SODFLQJ�TXLFN�SKRQH�FDOOV�WR�VWDWH�
LQVXUDQFH�GHSDUWPHQWV��SURMHFW�RZQHUV�
DQG�FRQWUDFWRUV�FDQ�HDVLO\�GHWHUPLQH��
LI�ERQGV�DUH�LVVXHG�E\�OHJLWLPDWH�
VXUHWLHV�FRPPLWWHG�WR�IXOILOO�WKHLU��
ERQG�REOLJDWLRQV��Q
�

5REHUW�'XNH�LV�FRUSRUDWH�FRXQVHO�DW�7KH�
6XUHW\�	�)LGHOLW\�$VVRFLDWLRQ�RI�$PHULFD�
DQG�PD\�EH�UHDFKHG�DW�UGXNH#VXUHW\�
RUJ��0DUN�0F&DOOXP�LV�FKLHI�H[HFXWLYH�
RIILFHU�RI�WKH�1DWLRQDO�$VVRFLDWLRQ�RI�
6XUHW\�%RQG�3URGXFHUV�DQG�PD\�EH�
UHDFKHG�DW�PPFFDOOXP#QDVES�RUJ���
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EĂƟŽŶĂů�'ĞŶĞƌĂů��ŐĞŶĐǇ
ǁŝƚŚ��ŽŶƚƌĂĐƚ��ŽŶĚ
hŶĚĞƌǁƌŝƟŶŐ��ƵƚŚŽƌŝƚǇ

WƌŽǀŝĚŝŶŐ�^ƵƌĞƚǇ�^ƵƉƉŽƌƚ
ĨŽƌ��ůů�^ŝǌĞ��ŽŶƚƌĂĐƚŽƌƐ�
^ĞƌǀŝĐĞ��ŽŶƚƌĂĐƚŽƌƐ
ĂŶĚ�^ƵƉƉůŝĞƌƐ

ĨŽƌ�ŽǀĞƌ�Ϯ�ĚĞĐĂĚĞƐ

^ŽƵƚŚ��ŽĂƐƚ�^ƵƌĞƚǇ
^hZZZZ�

DĂŬĞƐ�ŝƚ���^z�

ϭ��ϬϬ�ϯϲϭ�ϭϳϮϬ
ǁǁǁ�^ŽƵƚŚ�ŽĂƐƚ^ƵƌĞƚǇ�ĐŽŵ

1100 Via Callejon, Suite A
San Clemente, CA 92673

surety@southcoastsurety.com
DOI Lic# 0B57612
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