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MISCELLANEOUS BONDS
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PRINTING NOTE:  Unless you want to print this whole section, use the print dialogue box under file and choose current page 
OVERVIEW OF MISCELLANEOUS BONDS
Miscellaneous Surety Bonds are those obligations that do not clearly fall within the scope of the other bond classes.  Some of these bonds are required by law and must be conditioned as provided by statute, ordinance, or regulation.  Others are required by law having conditions discretionary with approving authorities.  Others may be required of 
private parties and used to facilitate business transactions with conditions prescribed by or acceptable to the Obligee.

Since there are so many unique bonds in this class, each must be approached on a case-by-case basis. The 
underwriter is responsible for determining the bond guarantee, the exposure, and the term.  These factors must then 
be weighed against the qualifications of the Principal to arrive at a sound, underwriting decision.  

KNOW THE CODE
If a bond is required by law, refer back to the overview discussion in the License and Permit section of this Guide 
for additional underwriting information.  Otherwise, obtain any supporting documents that might assist in underwriting 
the risk. 

CARNET


CLASS CODE 973

         HAZARD CODE 5

OBLIGATION
Guarantees payment of any customs duties, excise taxes or charges resulting from the Principal's failure to re-export goods within the required time period.  The bond also guarantees the goods will be returned to the U.S. and not be sold.   A Carnet Bond, running to the United States Council for International Business, simplifies the movement of temporary imports, generally by businesses, into approximately 50 countries worldwide.  Examples of temporary imports include professional equipment, commercial samples, and goods for exhibitions and fairs.  Often needed for foreign trade shows.    

TERM OF OBLIGATION

· Term of Obligation:  Carnet valid for one year.   

· Termination Provisions:  Obligee requires a written request from Principal asking for the return or cancellation of the bond.  A 30-month discovery period may be invoked by the Obligee or until any unresolved claims are settled.

UNDERWRITING INFORMATION

· Degree of Risk:  Minimal for a financially strong principal.

· Qualifying Principal:  Review current financial statements for positive trends and financial strength.

BOND FORM

· Form:  Provided by United States Council for International Business.

· Onerous Provisions:  30-month discovery period in addition to potential extended period for notification of litigation.  A 30-day demand for payment from Surety. 

· Bond Amount:  Set by the Obligee.  Based on value of the goods and their destination.

· Time Period for Obligee to Notify Surety of Claim: 90 Days after receipt of claim by Obligee.

· Time Limits for Litigation:  Within 2 years following Obligee's receipt of claim from any country.  

· Payment of Claim by Surety:  Within 30 days from date demanded.

· Aggregate Language:  Included. 

CONCESSIONAIRE


CLASS CODE 560

 HAZARD CODE 3
OBLIGATION

Guarantees faithful performance of services related to an agreement between Principal and Obligee. Often required by airports or other public facilities for the operation of gift shops, newsstands, food service operations, parking facilities, etc.  

TERM OF OBLIGATION
· Determined by Concessionaire Agreement:  Bond obligation generally follows agreement terms.  Surety bond may limit term to shorter period if the Obligee agrees up-front and in writing to amended period.  

· Termination Provisions:  Review Concessionaire Agreement and bond form.  Be aware of any discovery period.

UNDERWRITING INFORMATION

· Degree of Risk:  Hazardous due to long-term nature of risk.  Further, in addition to providing services, agreement may require payment of a portion of revenue to the Obligee, thereby increasing risk factor.  See agreement for Principal's actual responsibilities.

· Qualifying Principal:  What is background and experience of applicant?  How long in business? Is Principal's financial strength adequate to support surety credit?  Obtain appropriate business and/or personal statements.  Are trends positive?  Any significant changes in past year?  Are there liquidity; profitability; equity; and acceptable debt ratios?  Status of bank facilities and compliance with covenants?   We will consider only for well-managed and financially strong applicants.

· Additional Underwriting Papers:  Copy of Concession Agreement/Contract.  Also, the Request for Proposal (RFP) would include specifics related to our guarantee.

· Prior Surety:  If Principal has been bonded elsewhere, why the change to THE HARTFORD? Any claim activity with prior surety?

· Insurance Coverage:  Is insurance or fidelity covered required?  If so, evidence of coverage is required.

BOND FORM (see sample form at end of Section 6)

· Bond Form:  Provided by the Obligee.  Attempt to negotiate most favorable terms, which The Obligee must acknowledge in writing prior to execution of bond.  Suggested changes include: elimination of annual penalty provision, insertion of cancellation clause or limitation of discovery period.  

· Any Onerous Provisions?   Discovery periods; stack or cumulative liability; forfeiture language; third party claims, etc.?

· Bond Amount:  Specified in agreement.  Remain stable during life of agreement?  

· Annual Bond: On multi-year agreements, an annual bond may be required.  Surety’s liability may stack from year to year. 

DEPOSITORY

CLASS CODES 525

HAZARD CODE 5
OBLIGATION

Generally covers the monetary deposits of public funds in primary financial institutions (Banks) in excess of FDIC insurance.

TERM OF OBLIGATION
Annual

· Continuous?:  Yes
· Termination Provisions: Yes, 30 days
UNDERWRITING INFORMATION

· Degree of Risk:  High, due to nature of the obligation
· Qualifying Principal:  Bank must have LACE ratings of B+ or higher and S&P Ratings of A 
· Although the risk is high the business is considered good for the right principal, such as money center banks.
BOND FORM

· Statutory?: Yes
· Collateral?  No
· Bond Amount:  Varies.

ESCROW DEPOSIT

CLASS CODE 577 - HAZARD CODE 5
OBLIGATION 
Bond guarantees the faithful performance of the underlying code and/or purchase and sales agreements.  To apply deposits taken with regard to purchase and sales agreements, tenants agreements or any other agreement where the Principal accepts funds; monetary damages to those who incur loss or damage from fraud, misrepresentation or unlawful act

TERM OF OBLIGATION

· Determined by Obligee:  Varies.
· Termination Provisions:  Usually cancellable as to future liability
UNDERWRITING INFORMATION
App or GIA; Financial Statement and/or Personal Credit Report; Underlying purchase and sales agreement (can be statutory or private obligation)
· Degree of Risk:  High risk, hazardous  

· Qualifying Principal:  E&O coverage; fidelity coverage; segregated or commingled funds; adequate controls over funds; system of record keeping and payment schedule; potential exposure for depository liability; underlying agreement; experience, reputation and financial strength of Principal
· If Open Penalty Bond:  Determine criteria for calculating premium.
· Prior Surety?: If yes, why change

· Fidelity & Other Coverage: Fidelity and E&O
BOND FORM

State and/or Obligee specific
· Onerous Provisions?  Various
· Bond Amount:  Various
FREIGHT DELIVERY / RAILROAD INDEMNITY


CLASS CODES 501, 502 - HAZARD CODE 3

CLASS CODE 524 - HAZARD CODE 5
OBLIGATION 
Guarantees delivery of freight or payment of freight charges obtained on credit. 

TERM OF OBLIGATION

· Determined by Statute:  Varies.
· Termination Provisions:  Varies, but generally cancellation provisions exist.  If several Obligees, any applicable cancellation notices must be sent to all parties.

UNDERWRITING INFORMATION

· Degree of Risk:  Credit/financial guarantee and underwrite accordingly.  Generally, minimal risk for experienced and well financed principals.  

· Qualifying Principal:  Does the Principal have adequate financial resources to support the bond?  Financing problems?  Clean credit history?  Experience in this business?

· If Open Penalty Bond:  Determine criteria for calculating premium.

BOND FORM

· Obligee Form:  Review for description of risk and any cancellation provisions.  Any red flags? 

· Onerous Provisions?  Discovery periods; stacking or cumulative liability; forfeiture language; third party claims, etc.?

· Bond Amount:  How is it determined?  Fixed penalty, open penalty or blanket bond?  Are there single or multiple shipments covered under the bond?

GAME OF CHANCE
                                  
CLASS CODE 571

HAZARD CODE 2
OBLIGATION
These bonds are only required by the states of Florida and New York.  The bond guarantees that the Principal will operate a contest according to regulations within either state and will ultimately award any prizes according to contest rules.  Each bond benefits residents of its respective state.

TERM OF OBLIGATION

· Determined by Statute: Bond generally required until all prizes have been awarded.

· Acceptable Closing Evidence: For financially strong accounts, we generally do not require closing evidence.  For all other principals, obtain a letter from the Obligee or a certified list of contest winners.  

UNDERWRITING INFORMATION 

· Degree of Risk: Minimal for the Principal with financial resources adequate to support the risk.  Further, aggregate exposure is not always commensurate with risk.  If the contest is national, a bond will have to be posted in both FL and NY for the full contest value.  The combined bond amounts are far in excess of our actual exposure, since each bond only protects residents in their respective states and, ultimately, the odds are against all prizes being awarded to only FL or NY residents.

· Qualifying Principal: Current financial statements are required to determine Principal's current financial condition and ability to pay contest prizes.

· Prize Type: Are prizes monetary or the Principal’s products (i.e. instantly winning a McDonald’s soda)?  If monetary, is payout up-front or through the purchase of an annuity?  If an annuity was advertised as the award, once it is purchased and the award list filed, we have no further liability, even if the company holding the annuity folds.  If prizes are the Principal’s products, obligation is not considered very hazardous. 

· Insurance Coverage: Does the Principal have Promotional Marketing Errors & Omissions Insurance?

· Marketing Company/Fulfillment House: Has the Principal hired an experienced, outside firm to coordinate and run the promotion?  If yes, our risk is lessened.

· Required Information: Copy of contest rules and listing or prizes.

BOND FORM

· Statutory
· Bond Amount: Generally based on the value of the prizes.  If not, how was it determined?

LEASE

CLASS CODES 550, 551, 552


HAZARD CODE 5
OBLIGATION

Guarantees the performance of either a portion of, or an entire lease agreement.  Obligation may include payment of rent, remodeling of the facility, possession of insurance as well as compliance with other terms and conditions in the lease.  Most obligations are long term in nature.

TERM OF OBLIGATION

· Determined by Lease Agreement:  Bond obligation generally follows lease term.  Surety bond may limit term to shorter period, if the Obligee agrees up-front and in writing to amend periods.

· Termination Provisions:  Review Lease Agreement and bond form.    

UNDERWRITING INFORMATION

· Degree of Risk:  Financial guarantee, but may contain performance obligations.  Highly hazardous since terms of lease agreement may be onerous.  When written, prefer not to guarantee any of the lease terms other than the payment provisions.  

· Qualifying Principal:  Consider only for financially strong principals with stable history of operations and profitability.  Is the Principal publicly or privately held?  Does the Principal have experience in this type of obligation?

· Required Underwriting Papers:  Copy of Lease Agreement.

· Why is Bond Requested?  New Lease Agreement/location?  If not, what were prior provisions for providing financial security to the Obligee?

BOND FORM (see sample form at end of Section 6)

· Bond Form: Manuscript.  Try to negotiate most acceptable provisions.  (Remember, the Obligee must acknowledge any amendments in writing prior to the bond’s execution.)  Prefer a short-term (annual) bond with a declining bond penalty provision.

· Onerous Provisions?   Discovery periods; stacking or cumulative liability; forfeiture language; third party claims, land reclamation or restoration?

· Bond Amount:  How is it determined?  Is it likely to change from year to year?

LOST INSTRUMENT

CLASS CODES 507, 509, 510, 511, 512, 513


HAZARD CODE 2
OBLIGATION
Guarantees that the original financial instrument has been lost or destroyed and protects the Obligee from financial loss caused by payment under both the original and replacement instruments.  Upon receiving the bond, the Obligee will issue a replacement document.  Let your underwriter know if the lost instrument is a bearer bond, endorsed instrument, or other cash equivalent document. 

TERM OF OBLIGATION

· State Statutes Vary:  We consider bonds active for seven (7) years.  At the conclusion of the seven-year period, bond is allowed to expire in the absence of any claim activity.   

· Termination Provision:  Non-cancelable. 
UNDERWRITING INFORMATION

· Degree of Risk:  Risk factor increases if instrument is stolen rather than lost/destroyed.  Risk also increases with negotiability of instrument.  Written for individuals of known integrity, stability and honesty.  For institutions requesting bonds on behalf of a customer, risk is reduced where indemnity of a financially strong bank or institution is secured.  Open penalty bonds are considered more hazardous, since the surety faces uncertain risks when they write the bond.  

· Qualifying Principal:  Principal can be either an individual or an institution, which has lost instruments being held in its custody.  Individuals:  Underwriting primarily based on the honesty and integrity of the applicant.  Is he or she known to the agent and considered reputable and reliable?  Are circumstances of loss believable?  Obtain a personal statement and credit report.  Bank or other Financial Institution:  Analyze the financial statement for positive trends and evidence that the Principal is financially strong.  Indemnity of the bank is required.

· Loss Information:  Required:  Affidavit, if greater than $50,000, describing how and when the document was lost. Also affirms that document has not been assigned, endorsed, or pledged.  Further, affidavit attests that if original document is found, it will be delivered to the surety.  There is a separate Affidavit and Indemnity Agreement for probate cases.  (See copies of affidavits at end of section)

· Red Flag:  Do not consider bearer bonds, endorsed instruments or other cash-equivalent documents.  If a bond is required of the administrator/executor of an estate, there is the risk that the deceased negotiated the security or pledged it as collateral.

BOND FORM (see sample form at end of Section 6)

· Standard Hartford or Other Form:  Open or Fixed Penalty?

· Individual or Blanket?
· Bond Amount:  If fixed, how is it determined?  

COLLATERAL

· Not a consideration.

NVOCC
Non-vessel Operating Common Carrier

CLASS CODES 566

HAZARD CODE 5
OBLIGATION

The NVOCC bond guarantees the Principal will carry out all contracts made while acting as an ocean freight forwarder.
TERM OF OBLIGATION
Bond responds to JUDGMENTS for damages arising from the Principal's transportation related activities plus direct fines and penalties assessed by the Federal Maritime Commission
· Continuous?:  Yes
· Termination Provisions: 30 days notice + 5 days for receipt
UNDERWRITING INFORMATION
Completed application, financial statement, background regarding experience
· Degree of Risk:  Medium
· Qualifying Principal:  No
· Prior Surety?: Yes

· Fidelity & Other Coverage: No
BOND FORM

· Statutory? Yes
· Onerous Provisions?  claim against bond can be brought by public and Obligee 
· Bond Amount:  $75,000 plus $10,000 for each additional location for all domestic carriers
· Collateral?: No

· Other: Although the wording leaves the surety open to claims from the public, there must be a judgment against the Principal in order for the bond to come into play.  For well established and financially sound companies, the exposure should be minimal.  Refer to Rating Plan Exception Page DC-CB-1:  $12/M for the first $75,000 ($900) plus $10/M for any amount over $75,000
PACKERS & STOCKYARDS / LIVESTOCK

CLASS CODES 904

HAZARD CODE 4
OBLIGATION

This bond guarantees that the Principal will comply with the rules and regulations of the state and/or federal guidelines under the Packers & Stockyard Act. It includes proper remittance of funds due the seller.
TERM OF OBLIGATION

· Termination Provisions: Varies by State, but Federal is 30 days.
UNDERWRITING INFORMATION
How long has the Principal been in business?

Has there been a frequency problem with overdrafts?

Regulatory exams conducted on a regular basis or only if a problem arises?

What are the usual terms for remittance?
· Qualifying Principal:  Should only be written for well established and financially sound Principals. Personal indemnity will often be needed.
BOND FORM
Examine time period for filing claims after termination.
· Statutory Under Packers & Stockyard Act
· Bond Amount:  Varies
PATIENT TRUST

CLASS CODES 939

HAZARD CODE 4
OBLIGATION

Patient trust bond guarantees that the principal will faithfully and honestly handle the money of persons in the care of the principal.
TERM OF OBLIGATION
Annual

· Continuous?:  Yes
· Termination Provisions: Yes
UNDERWRITING INFORMATION

· Degree of Risk:  Medium
· Qualifying Principal:  Primary emphasis is on the overall condition of the Principal, including their financial position along with experience in this business. 
· Fidelity & Other Coverage:  Should have fidelity coverage that is written by a company other than the one issuing the commercial surety bond
BOND FORM

· Statutory?: Yes
· Collateral?  No
· Bond Amount:  Varies.

POLE ATTACHMENT/POLE LEASE
Cable TV Companies

CLASS CODES 549, 924

HAZARD CODE 3

OBLIGATION

Guarantees that the Cable Company will remove their lines and connections from a utility's property and otherwise comply with the conditions of the statute or agreement.  Typically, guarantee runs to a governmental entity, although a utility company may also require a bond.

TERM OF OBLIGATION

· Determined by Obligee:  Varies; the Obligee/statute determines the length of time the bond is to be in force.  Typically, a long-term obligation.
· Termination Provisions: Varies; the appropriate statute/agreement will disclose if cancellation provision exists along with any discovery period.  Is Obligee exoneration required to extinguish the Surety's liability?

UNDERWRITING INFORMATION

· Degree of Risk:  Hazardous due to the nature of the risk.  Consider only highly qualified and experienced applicants.

· Qualifying Principal:  Primary emphasis is on the overall condition of the Principal, including their financial position along with experience in this business. The underwriter should remain aware that the CATV industry is a volatile one and any request for surety credit merit close scrutiny. However, "traditional" underwriting is not necessarily applicable to CATV business where net losses, high debt and negative equity are not uncommon.  Partially offsetting these factors, however, is the value of the intangibles based on numerous factors, including the value of the franchise agreements, FCC licenses, and cash flow multipliers based on number of subscribers.  Ownership breakdown?  Recent takeovers/acquisitions?  Significant changes in the past year? Look at liquidity; debt ratios and debt structure; available credit facilities; compliance with debt covenants; equity and net income trends.  Given all of the above, is the Principal's performance within acceptable ranges for the industry and is the overall capacity adequate to support the level of surety credit requested?

· Other Underwriting Papers:  Copy of their agreement with the Obligee along with copy of any statute.

BOND FORM

· Statutory or Provided by Obligee.

· Onerous Provisions?  Discovery periods; stacking or cumulative liability; forfeiture language; third party claims, etc.?

· Bond Amount:  Varies; generally fixed by the Obligee.

RECLAMATION


CLASS CODES 980, 981, 982



HAZARD CODE 5
OBLIGATION
Guarantees restoration of land in accordance with statute of state or governmental entity.
COMPANY SUBMIT
All reclamation requests are Company referral.  No agent has authority and all requests must be referred to a Hartford underwriter.

TERM OF OBLIGATION
· Determined by Statute:  Long-term obligation in almost all cases.

· Termination Provision:  Outlined in statute; however, they are essentially non-cancelable.  Determine when obligee will fully exonerate Surety's liability.  How long will bond be in force?  How much longer until complete exoneration?

· Note: Bond may appear cancelable, but cancellation by the Surety can only be achieved if the Principal provides acceptable replacement security.  If no other security is provided, a Surety's cancellation notice may result in forfeiture of bond penalty.  Therefore, we consider these non-cancelable risks. 

UNDERWRITING INFORMATION
· Degree of Risk:  Highly hazardous.  Review bond form and statute.

· Qualifying Principal:  Consider only reputable, experienced, and financially sound Principals.  Obtain current company and/or personal financial statements.  Is the Principal publicly or privately held and what is its organization structure and ownership breakdown?  Background and experience of Principal?  Can the Principal support the long-term, hazardous, Surety credit requested?

· Required Underwriting Papers:  Copy of reclamation plan, bond form and statute.

· Prior Surety?  If Hartford is replacing another surety, reasons for the change?  Does the Principal have any current resolved/unresolved issues with the obligee?

BOND FORM  (See sample form at end of Section 4)

· Statutory.
· Onerous Provisions?  These bonds often include some of the following: third party claims, discovery period, stacking/cumulative liability, forfeiture clause, etc. 

· Bond Amount:  How determined?  Is the Surety willing to provide increases in bond penalty if the activity increases or expands?
COLLATERAL
· When taking collateral, everyone must understand that no collateral will be returned until the Surety receives full exoneration of all liability from the obligee.  Such release may not be executed for many years after bond cancellation.        

RIGHT OF WAY / SITE IMPROVEMENT


   CLASS CODES 910, 993, 994, 995, 996

910 Excess Weight, Other Highway & Street Permits  HAZARD CODE 2
993 Compliance – Runs to Municipality or State Only  HAZARD CODE 2
 994 Compliance – Third Party Liability  HAZARD CODE 4
995 Forfeiture – Compliance or Compliance w/Third Party Liability  HAZARD CODE 5
996 Tax or fee bonds – payment of  HAZARD CODE 3
OBLIGATION

Right of way or Highway Permit Bonds are required when work is being done on or adjacent to a Town, City or State road.  The bond guarantees compliance, completion, and/or restoration of work performed under the permits, at the discretion of the obligee.  Bond may extend coverage to provide protection to the general public. Hazard codes vary between obligees and forms.  Contact the company to determine class and hazard codes.    

TERM OF OBLIGATION
· Determined by Permit/Statute:  Generally continuous, sometimes term.  Term obligations can be renewed by continuation certificate; some jurisdictions may prescribe a term bond.  Varies from state to state; statute provisions prevail.  

· Cancellation Provision:  Usually 30-90 days cancellation provision unless otherwise stated in statute.

UNDERWRITING INFORMATION
· Degree of Risk:  Bonds that strictly guarantee compliance are usually low risk and freely written.  Those that guarantee Performance/Payment obligations or allow for direct third party claims are more hazardous, but can generally be written for existing Hartford contract accounts in good standing.  Consult statute for specifics on the Surety's guarantee.  

· Qualifying Principal:  Determine if the Principal is financially sound with a reputation for honesty and integrity.  What is the Principal's background and how long in the type of business requiring the bond?   Determine the ownership breakdown and obtain appropriate corporate and/or personal financial statements. A personal credit report may be required.  
1. Determine who is doing the work if it is not the applicant/principal?  Did the contractor provide a performance bond to the applicant?  Can we obtain a copy?  
2. If applicant/contractor is principal- is there an underlying performance bond on this project? Hartford bond or other surety? 
BOND FORM  (See sample form at end of Section 4)

· Statutory.  

· Onerous Provisions?   Warranty Guarantees; Discovery Periods; Stacking or Cumulative Liability; Cancellation clause, Forfeiture Language; Third Party Claims, etc.?

· Bond Amount: What is the bond amount and how is the bond penalty, as outlined in the statute or permit, determined?

STAMP GUARANTEE BONDS

CLASS CODES 519

HAZARD CODE 3

OBLIGATION

Protects transfer agents when obligation is not met where signature has been guaranteed involving stock transfer.

TERM OF OBLIGATION

· Continuous?:  Yes
· Termination Provisions: 45 days
UNDERWRITING INFORMATION

· Degree of Risk:  Low
· Qualifying Principal:  If The Hartford writes the Form 24 bond, these are written freely. If we do not write the Form 24, confirm they have this coverage and look at overall financial strength. Check LACE ratings.
· Other Underwriting Papers:  Copy of their agreement with the Obligee along with copy of any statute.

BOND FORM

· Statutory: Required by SEC.
· Bond Amount:  Varies. Dual limit - single and aggregate where aggregate is twice single limit..

THIRD-PARTY ADMINISTRATOR

CLASS CODES 974




HAZARD CODE 3
OBLIGATION
Bond required by various states - guarantees compliance with regulatory laws addressing the proper performance of services; usually contains honesty/faithful performance language in bond form; can provide for guarantee of all claims or other legal obligations and proper accounting for all funds under TPA control

TERM OF OBLIGATION
· Continuous:  Varies by the State.

· Termination Provisions:  Varies by the State.  

UNDERWRITING INFORMATION
App or GIA; Financial Statement; Personal Credit Report; Resume
· Degree of Risk:  Moderate  

· Qualifying Principal: Length of time in business (should be three years); does the Principal carry E&O coverage; does the Principal carry fidelity coverage; does the statute allow for third party claims; how frequently are audits conducted by customers (should be annual at a minimum); should have adequate controls over funds; what limits does the Principal have for writing customer checks
· Prior Surety Involvement: If so, why change to Hartford?  Any claims history?
· Fidelity & Other Coverage: Fidelity and E&O should be in place with another carrier
BOND FORM

· Statutory?: Yes
· Bond Amount: Varies by State
· Onerous Provisions: Varies by State
COLLATERAL

· N/A
TURNPIKE / BRIDGE TOLL

CLASS CODES 575




HAZARD CODE 3
OBLIGATION
Guarantees payment of tolls where credit is initially granted.
TERM OF OBLIGATION
· Continuous?:  Yes.

· Termination Provisions:  Varies by the State.  

UNDERWRITING INFORMATION

· Degree of Risk:  Moderate to high 

· Qualifying Principal: Underwritten as strict financial guarantee. Trucking industry known for volatility. Look at financial strength, stability of business and process for tracking & remitting fees.
BOND FORM

· Statutory?: Yes
· Bond Amount: Varies
· Onerous Provisions: Discovery periods; stacking/cumulative liability; forfeiture language, third party claims, etc.?

For existing accounts, should not be a problem 

UNION WAGE AND WELFARE

CLASS CODES 568, 569




HAZARD CODE 5
OBLIGATION
Guarantees employer’s contributions or payments to the Union and its members.  Guarantee may include payment of union wage scale, as well as contribution for fringe benefits.  Considered as a strict financial guarantee.

TERM OF OBLIGATION
· Determined by Obligee:  Varies by the Obligee.

· Termination Provisions:  Varies by the Obligee.  Research our ability to cancel bond, length of the discovery period, and the Obligee’s willingness to exonerate the Surety.

UNDERWRITING INFORMATION

· Degree of Risk:  Strict financial guarantee.  Hazardous due to the nature of the risk.  Has consistently sustained a poor loss experience.  Freely written for existing Hartford Contract Surety Accounts.  Should avoid as a stand-alone bond.  All other requests, underwrite accordingly. 

· Qualifying Principal: Consider for reputable principals with financial strength to support the requested level of surety credit.  What is business’ history and relationship with the union?

· Prior Surety Involvement: If so, why change to Hartford?  Any claims history?

BOND FORM

· Provided by Obligee.
· Bond Amount: What is the penalty based on?

· Onerous Provisions: Discovery periods; stacking/cumulative liability; forfeiture language, third party claims, etc.?

COLLATERAL

· If a discovery period exists, no collateral will be returned until the period has ended and Hartford is released of all liability.

UTILITY DEPOSIT

CLASS CODE 570

HAZARD CODE 4
OBLIGATION 
Guarantees that the Principal will pay utility bills.  Obligation is a financial guarantee. 

TERM OF OBLIGATION

· Determined by Obligee:  Varies with criteria of individual obligees.  Will utility discontinue bond requirement if Principal's payments are satisfactory over a given time period?
· Termination Provisions:  Varies per individual obligee specifications.

UNDERWRITING INFORMATION

· Qualifying Principal:   What is the overall financial condition of the Principal?  Adequate liquidity, cash flow, equity and positive profitability trends?  How long has the Principal been in business?  What is Principal's experience?  If a privately held company, ownership breakdown?  Look for supporting business.

· Degree of Risk:  In cases of adverse selection, high degree of risk for new businesses or principals with poor payment history.  

· Adverse Selection:  Why is the bond required?  Is the bond required because the Principal is a new operation or has a substandard payment history?  Are bonds required of all utility customers?  If not, what criteria are used by utility to determine when a bond is required.

· Prior Surety?  If so, what is the claim history and why the change to Hartford?


· Other Financial Security Acceptable to Obligee?
BOND FORM  (see sample form at end of Section 6)

· Obligee Form.
· Onerous Provisions?   Discovery periods; stacking or cumulative liability; forfeiture language?  Time frame for the utility to demand payment from the Surety if the Principal defaults?

· Bond Amount:  How is it determined?  Is it likely to change? 

WAREHOUSE

CLASS CODE 953-956

HAZARD CODE 3
OBLIGATION 
Guarantees that product stored will be available (or money equivalent) when receipt is presented. 

TERM OF OBLIGATION

· Continuous?:  Yes
· Termination Provisions:  Varies.

UNDERWRITING INFORMATION

· Qualifying Principal:   financial strength; years in business; condition of storage facility; ownership/indemnity
· Degree of Risk:  Moderate 

· Fidelity & Other Coverage?:  important to confirm adequate fidelity & property coverage


BOND FORM  

· Statutory?   Yes
· Bond Amount:  Varies based on quantities stored 
Other: potential tail liability
WORKERS’ COMPENSATION - SELF INSURED BONDS


CLASS CODE 520 - HAZARD CODE 5

CLASS CODE 521, 556, 585 - HAZARD CODE DNW
The following pages make up the Commercial Surety Department’s guidelines for Workers’ Compensation Self-Insurance Bonds.  Please refer to these guidelines, which appear in the following order:

1.
Workers’ Compensation Self-Insurance Bond Guidelines

Introduction 


Statutory Analysis


The Hartford Surety Underwriting Philosophy

WORKERS’ COMPENSATION SELF-INSURANCE BOND GUIDELINES
INTRODUCTION



Workers’ compensation coverage is a form of no-fault insurance designed to cover injuries in the workplace.  It is intended to cover medical expenses and loss of earnings for all types of injuries while protecting the employer from injury related lawsuits.  By law, all business entities are required to provide workers’ compensation coverage to their employees. 

There are several different methods available to an employer for providing workers’ compensation benefits.  The employer can: (1) purchase commercial insurance coverage in the open market, (2) contribute to a state run workers’ compensation fund, (3) qualify as a self-insured, or (4) use a combination of the above (only available in certain states).

Self-insurance refers to the employer’s self guarantee that funds from their own capital will be available to compensate injured workers.  Each state has its own guidelines for determining if an employer can exercise this self-insurance option. When a company does qualify, most states require that some form of financial guarantee be put in place to ensure the employer will meet his monetary obligations.  The financial guarantee generally takes the form of cash, certificates of deposit, letters of credit, surety bonds or a combination thereof.

Most companies that choose to self-insure do so only up to a certain dollar threshold, called the self-insured retention level (SIR).  To cover losses above this level, the employer usually purchases excess insurance.  This coverage will pay amounts in excess of the SIR thereby limiting the exposure of the company to a level they are willing to accept and believe they can afford.  

STATUTORY ANALYSIS
Like other forms of insurance and surety, regulation of WCSI programs is governed by each individual state.  To determine the obligation of a self-insured company, you must review the statutes for the state in which the company wants to self-insure.  A snapshot of each state’s regulations is provided on a chart at the end of this section.

One key underwriting concern is the surety’s “tail” exposure under the bond.  The definition of  “tail” exposure varies by state, but the definitions can be lumped into four broad classifications:

· Last Surety On: The current surety is obligated for all liability of the Principal, dating back to inception of the Principal’s self-insured status.  In true last surety on states, the surety may be relieved of all liability when a new bond or other acceptable security is posted to replace the existing bond.  However, there are exceptions to this exoneration procedure in certain states.  

· Occurrence: The surety remains liable for any liability that occurred while the bond was in-force.  Theoretically, the liability continues until all covered employees under the bond are deceased and any other covered injuries are known and settled.  The bond form is either continuous, or continued by continuation certificate.  The bond amount is an aggregate amount; regardless of the number of years the bond is in force. 

· Stacking Liability: This bond is a term bond, and a new bond is required for each successive period.  The liability “stacks” or cumulates under each bond written.  The liability continues for all occurrences during the term of the bond.

· Adverse Selection: Some states may only require security from self-insured’s that have had payment problems in the past, or do not meet certain financial criteria.

THE HARTFORD UNDERWRITING PHILOSOPHY
Workers’ Compensation Bonds represent one of the most hazardous products.  Many state laws obligate the surety to very long claim tails, from which we cannot remove ourselves.  No one is capable of projecting the financial capabilities or solvency of our clients 5, 10, or 20 years into the future.

For this reason, we seldom consider WCSI bonds and when we do, it is only for the most credit worthy accounts and on a fully collateralized basis.
CLASS CODE SCHEDULE

MISCELLANEOUS

	Class Code
	
Type of Bond

	550
	Lease - Steamship, Airlines

	553
	Lost Securities-Blanket or Master Bond

	507, 509, 510, 511, 512, 513
	Lost Securities - all others

	558
	Miscellaneous Indemnity

	560
	Concessionaire

	528, 529
	Purchase and Sale

	568
	Union Welfare - Wages/Fringe Benefits

	569
	Union Welfare - Fringe Benefits Only

	520, 521, 556, 585
	Workers Compensation Self Insured

	579
	Financial Guarantee

	501, 502, 524
	Freight Delivery, Railroad Indemnity

	505, 506, 541
	Indemnity

	551, 552
	Lease – All Other

	558
	All Other Indemnity

	571
	Game of Chance

	570
	Utility Deposit

	910, 993, 994, 995, 996
	Rite of Way/Site Improvement

	519
	STAMP Guarantee Bonds


CONCESSIONAIRE BOND


(Sample Bond Form)

KNOW ALL MEN BY THESE PRESENTS,  that we , ________, as Principal, and, ________, a corporation organized under the laws of the State of __________, and duly authorized to transact business in the State of ________, as Surety, are held and firmly bound unto ________, in the penal sum of _________ Dollars ($____), lawful money of the United States, to the payment of which well and truly to be made we hereby bind ourselves and our heirs, administrators, successors, and assigns, jointly and severally, firmly by these presents.

WHEREAS, the Principal has entered the day of __ 20__ with the Obligee for the operation of the ____Concession at ________ Agreement Number ______.

NOW, THEREFORE, the condition of this obligation, is such that if the Principal shall well and truly perform all agreements and conditions of said Agreement on the part of said Principal to be performed, then this obligation shall be void, otherwise to remain in full force and effect. 

PROVIDED, HOWEVER, that the following express conditions shall apply:

1.
That in the event of any default on the part of the Principal a written statement of the particular facts showing such default and the date thereof shall be delivered immediately to the Surety by registered mail at its .

2.
This bond is non-cumulative and in no event shall the Surety be liable for a greater sum than the penalty of the bond.

3.
Any suit, action or other proceedings in law or equity shall be brought or maintained within thirty (30) days after the termination or expiration hereof.

4.
This bond shall definitely expire on _________, 20___ unless previously canceled by the Obligee or as of any date prior thereto by mutual agreement of the Principal and Obligee, unless extended by continuation certificate executed by the Surety.

5.
Neither nonrenewal by the surety, nor failure, nor inability of the Principal to file a replacement bond shall constitute a loss to the Obligee which is recoverable under this bond.

6.
The Surety shall in on way be obligated for any loss under this bond resulting from the failure of any contractor to complete any renovations and/or construction to the leased premises.

Signed, sealed and dated this _____ day of ________, 20____.

ATTEST ____________________________


BY ______________________________















Principal
ATTEST ____________________________


BY

(Surety’s Name)















Attorney-in-Fact
















Seal


FINANCIAL GUARANTEE BOND


(Sample Bond Form)

KNOW ALL MEN BY THESE PRESENTS, that we, ________, as Principal, and, _______, a corporation organized under the laws of the State of _______, and duly authorized to transact business in the State of _______, as Surety, are held and firmly bound unto _______, in the penal sum of __________, Dollars ($____), lawful money of the United States, to the payment of which well and truly to be made we hereby bind ourselves and our heirs, administrators, successors, and assigns, jointly and severally, firmly by these presents. 

WHEREAS the above bounden Principal has entered into a certain written Contract with the above named Obligee, effective the ___ day of ___, 20 ___, for ____________ which Contract is hereby referred to and made a part hereof as fully and to the same extent as if copies at length were attached herein.

NOW THEREFORE, if the Principal shall comply with and faithfully perform the terms of the Contract, including payment of sums due under the Contract, then this bond shall be null and void, otherwise to be in full force and effect. 

PROVIDED HOWEVER, that this bond is executed by the Surety and accepted by the Obligee subject to the following expressed conditions:

1.
This bond is for the term beginning _____________ and ending _______________, but may be extended by continuation certificate executed by the Surety, at the option of the Surety.

2.
Neither non-renewal by the Surety, nor failure, nor inability of the Principal to file a replacement bond shall constitute a loss to the Obligee which is recoverable under this bond.

3.
Surety’s liability under this bond and all continuation certificates issued in connection therewith shall not be cumulative and shall in no event exceed the amount as set forth in this bond or in any additions, riders, or endorsements properly issued by the Surety as supplements thereto.

4.
No claim, action, suit or proceeding, except as herein set forth, shall be had or maintained against the Surety on this bond unless same be brought or instituted and process served upon the Surety within six months following the expiration of the original term of this bond, or extended term as provided herein.

Signed, sealed and dated this _____ day of ________, 20____.

ATTEST ____________________________


BY ____________________________








Principal
ATTEST ____________________________


BY

(Surety’s Name)









Attorney-in-Fact













Seal

LEASE BOND


(Sample Bond Form)

KNOW ALL MEN BY THESE PRESENTS, That we, __________  as Principal, and the ___________________________ a corporation authorized to do business in the State of Pennsylvania, as Surety, are held and firmly bound onto ___________________________ as Obligee, in the full and just sum of ____________________________ for which sum, well and truly to be paid, we bind ourselves, our heirs, executors, administrators, successors, and assigns, jointly and severally, firmly by these presents. 

WHEREAS, Principal has entered into a certain lease agreement dated _________ and numbered _________ with the Obligee, such lease by reference made a part hereof, for rental of certain property described therein, and 

WHEREAS, said lease requires in part that rental payments be secured by a Surety Bond and Principal has asked Surety to join with Principal in executing such bond.

As fully understood, however, that by acceptance of this bond, the Obligee agrees that regardless of the term of the said lease agreement this bond shall be effective for a ______ year term beginning _______________ and ending ________________, the Obligee further agrees that termination of this bond will not be condition of default under the existing lease agreement between the Principal and Obligee.  All other terms and conditions of the said lease agreement shall remain unchanged.

PROVIDED, However, that:


1.
This bond may be continued from year to year by Continuation Certificate at the option of the Surety.


2.
In no event shall the obligation of Surety hereunder exceed in the aggregate the amount herein stated, regardless of the number of Continuation Certificates executed by Surety.

NOW THEREFORE,  if said Principal shall pay to the Obligee such rental payments as are required by said lease agreement, in accordance with the provisions of said lease, then this obligation shall be void, otherwise to remain in full force and effect. 

Signed, sealed and dated this _____ day of ________, 20____.

ATTEST ____________________________

BY ___________________________________










Principal
ATTEST ____________________________


BY

(Surety’s Name)










Attorney-in-Fact













Seal


LOST INSTRUMENT BOND


(Sample Bond Form)

KNOW ALL MEN BY THESE PRESENTS, That we, ______________________________, as Principal(s), and ______________________ a corporation organized under the laws of the State of _____________, and authorized to transact business in the State of ____________, as Surety, are held and firmly bound unto _____________________, their respective legal representatives, successors and assigns (hereafter collectively called Obligees), in the sum of _________________________ $(___________) DOLLARS, lawful money of the United States of America, for the payment of which, well and truly to be made, we bind ourselves, our heirs, legal representatives, successors and assigns, jointly and severally, firmly by these presents.

WHEREAS, the Principal(s) has (have) represented that the Principal(s) is (are) owners(s) of ___________ which has (have) been lost, mislaid, destroyed or stolen and cannot be found or produced, and has (have) requested the Obligees to issue to the Principal(s), or to the order of Principal(s), new or duplicate instrument(s), or pay to the Principal(s), or to the credit to the account(s) of Principal(s), the face amount of same, without the surrender thereof for cancellation, and

WHEREAS, on the faith of the foregoing representation, and in consideration of this bond of indemnity, the Obligees has compiled, or agreed to comply, with said request;

NOW, THEREFORE, THE CONDITION OF THIS OBLIGATION IS SUCH, That, if the above bounden Principal(s), the heirs, legal representatives, successors, or assigns of the Principal(s), or any of them shall, in case the instrument(s) so lost, mislaid, destroyed or stolen be found or come into the hands of power of any of them, or into the hands, custody or power of any other person, deliver or cause the same to be delivered unto the Obligees for cancellation, and shall also at all times indemnify and save harmless the Obligees from and against any and all loss, claims, actions, suits, damages, charges or expenses of any nature and character by reason of said lost, mislaid, destroyed or stolen instrument(s), or the issuance of duplicate(s) in lieu of thereof, or the paying or crediting as aforesaid of the face amount of such lost, mislaid, destroyed or stolen instrument(s) without the surrender thereof, then this obligation shall be void; otherwise it shall remain in full force and effect.

Dated this _______________ day of ______ 20___.


BY____________________________






Principal

(Surety’s Name)



BY  ___________________________



Attorney-in-Fact
LOST INSTRUMENT BOND (OPEN PENALTY)


(Sample Bond Form)

KNOW ALL MEN BY THESE PRESENTS: That we _______________ and ____________ a _______ corporation authorized to transact surety business in the State of _____________, as Surety, are held and firmly bound unto __________________ their respective legal representatives, successors and assigns (hereafter collectively called Obligees), IN AN AMOUNT SUFFICIENT TO INDEMNIFY THE OBLIGEES IN ACCORDANCE WITH THE CONDITIONS HEREWITH, for the payment of which, well and truly to be made, we bind ourselves, our heirs, legal representatives, successors and assigns, jointly and severally, firmly by these presents.

WHEREAS, the Principal has represented that the Principal is the owner of  which have been lost, mislaid, destroyed or stolen and cannot be found or produced, and has requested the Obligees to issue to the Principal, or to the order of the Principal, new or duplicate instruments, or to pay to the Principal, or to credit to the account of the Principal, the face amount of same, without surrender thereof for cancellation, and 

WHEREAS, on faith of the foregoing representation, and in consideration of this bond of indemnity, the Obligees have complied, or agreed to comply, with said request:

NOW, THEREFORE, THE CONDITION OF THIS OBLIGATION IS SUCH, That, if the above bounden Principal, the heirs, legal representatives, successors, or assigns of the Principal, or any of them shall, in case the instruments so lost, mislaid, destroyed or stolen be found or come into the hands of power of any of them, or into the hands, custody or power of any other person, deliver or cause the same to be delivered unto the Obligees for cancellation, and shall also at all times indemnify and save harmless the Obligees from and against any and all loss, claims, actions, suits, damages, charges or expenses of any nature and character by reason of said lost, mislaid, destroyed or stolen instruments, or the issuance of duplicates in lieu of thereof, or the paying or crediting as aforesaid of the face amount of such lost, mislaid, destroyed or stolen instruments without the surrender thereof, then this obligation shall be void; otherwise it shall remain in full force and effect.

Dated this _______________ day of ______ 20 ___.


_____________________________



BY ___________________________









Principal

(Surety’s Name)




BY ____​_______________________


Attorney-in-Fact
RECLAMATION BOND - MINED LANDS

(Sample Bond Form)

KNOW ALL MEN BY THESE PRESENTS, that we, 

, as Principal, and ________, a corporation organized under the laws of the State of 


, and duly authorized to transact business in the State of 



, as Surety, are held and firmly bound unto                      , in the penal sum of 

 Dollars ($

), lawful money of the United States, to the payment of which well and truly to be made we hereby bind ourselves and our heirs, administrators, successors, and assigns, jointly and severally, firmly by these presents.

The Principal estimated in the Mining and Reclamation Plan filed with the Division of Oil, Gas and Mining on the 

 day of 


, 20
, that 


 acres of land will be disturbed by this mining operation in the State of ________ A description of the disturbed land is attached hereto as Exhibit 
.

When the Division has determined that the Principal has satisfactorily reclaimed the above-mentioned lands affected by mining in accordance with the approved Mining and Reclamation Plan and has faithfully performed all requirements of the Mined Land Reclamation Act, and complied with the Rules and Regulations adopted in accordance therewith, then this obligation shall be void; otherwise it shall remain in full force and effect until the reclamation is completed as outlined in the approved Mining and Reclamation Plan.

If the approved plan provides for reclamation of the land affected on a piecemeal or cyclic basis, and the land is reclaimed in accordance with such plan, then this bond may be reduced periodically.

In the converse, if the plan provides for a gradual increase in the area of the land affected or increased reclamation work, then this bond may accordingly be increased with the written approval of the surety company.

The Division shall only accept the bond of a surety company if the bond is non-cancelable by the Surety at any time for any reason including, but not limited to nonpayment of premium or bankruptcy of the permittee during the period of liability.

Signed, sealed and dated this 
 day of 

, 20
.

ATTEST





BY







Principal

ATTEST







(Surety’s Name)






BY:___________________________________________________Attorney-in-Fact


Seal

UTILITY DEPOSIT BOND


(Sample Bond Form)

KNOW ALL MEN BY THESE PRESENTS,  that we , _________________, as Principal, and, _____________, a corporation organized under the laws of the State of __________, and duly authorized to transact business in the State of ________, as Surety, are held and firmly bound unto ________, in the penal sum of _________ Dollars ($____), lawful money of the United States, to the payment of which well and truly to be made we hereby bind ourselves and our heirs, administrators, successors, and assigns, jointly and severally, firmly by these presents.

WHEREAS, the said Principal has requested _________________ to supply _______________ service to _______________ located at ________________

WHEREAS _________________ requires the advance payment or Surety Bond for deposit in the amount of $______________, which payment or Surety bond is provided for according to the rules and regulations of the Obligee to secure it from the accumulation of unpaid bills for services rendered; and 

WHEREAS the Principal desires furnish this surety bond in lieu of cash payment,

It is hereby agreed that the effective date of this obligation is __________, 20______, and that their obligation continues indefinitely and is renewable annually; however, this bond may be terminated or canceled in writing to Principal and Obligee by Thirty (30) Days prior notice from the Surety.

Such termination or cancellation shall not affect any liability incurred or accrued under this Bond prior to the effective date of such termination or cancellation.

Signed, sealed and dated this _____ day of ________, 20____.

ATTEST ____________________________



BY ________________________










Principal



(Surety’s Name)



BY  ____​_____________________

                                                                                                                                                      Attorney-in-Fact

Seal

SAMPLE - LOST INSTRUMENT BOND – AFFIDAVIT

AFFIDAVIT- (Lost, destroyed or stolen securities) Additional affidavits by persons having knowledge of the loss, destruction or theft may be submitted.

State of ____________________) ss,

County of __________________)

_____________________________________________________________________________________ (Deponent) being duly sworn deposes and says that said deponent resides at 
_______________________________________________________________________________________

_______________________________________________________________________________________


(Give complete address)
1.
That on or a about ____________20 __, the following described instrument(s) was/were lost, destroyed, or stolen, namely: _______________________________________________________________________________________

_______________________________________________________________________________________

_______________________________________________________________________________________

2.
That the circumstance in connection with such loss, destruction or theft are as follows:

(Note: Here insert or attach detailed statement of circumstances, including details of where and how the lost instrument(s) was/were kept.
 _______________________________________________________________________________________

_______________________________________________________________________________________

_______________________________________________________________________________________

and that I have no knowledge or information as to the present whereabouts of such instrument(s);

3.
That the sole owner of said lost, destroyed or stolen instrument(s) is 


(a)
Myself individually;


(b)
____________________ a co-partnership doing business under that name and having its principal business address at _____________________________________________ and that I am one of the general partners of said firm.  


(c)
____________________ a corporation duly organized under the laws of the State of __________________ having its principal office and business address at __________________________________________________



and that I am an executive office, to wit, the ______________ of said corporation,

4.
That said instrument(s) was/were (strike out whichever of the following are inapplicable) 


(a)
Not endorsed or assigned by the registered owner;


(b)
Endorsed or assigned by the registered owner in blank, or as follows: 


____________________________________________________________________________________

___________________________________________________________________________________

____________________________________________________________________________________
5. That the owner mentioned in paragraph (3) hereof acquired said instrument(s) on or about _______________ 20____ , from_____________________________________________________________________by purchase, and paid therefore the full market value (or, if otherwise acquired, here state detailed circumstances of acquisition) _______________________________________________________________________________________
_______________________________________________________________________________________
6.
That I have made or caused to be made a diligent search for said instrument(s) and have been unable to find or recover same; that except as above specifically stated neither said instruments(s) nor any interest therein has been sold, assigned, endorsed, transferred, deposited under any agreement, hypothecated, pawned, pledged for any bank or brokerage loan or otherwise, or disposed of in any manner by or on behalf of 
said owner; that neither said owner nor anyone on his behalf has signed any power of attorney, any stock power, or other assignment or authorization respecting the same which is now outstanding and in force; and that no person, firm or corporation has any right, title, claim, equity, or interest in, to, or respecting said instrument(s), excepting the sole owner above mentioned; 

7.
That this Affidavit is made and the accompanying bond of indemnity is given for the purpose of inducing the issuance of new or duplicate instrument(s) in lieu of and in substitution or in exchange for said lost, destroyed or stolen instrument(s) without requiring the surrender of the originals, or to make payment, delivery, exchange, or credit in respect of such originals without such surrender.

8.
Deponent hereby agrees to immediately surrender the original instrument(s) to the said __________________ should such original instrument(s) at any time hereafter come into the possession or control of the deponent.

Subscribed and sworn to before me this _______ day of ________________, 20___

My Commission expires _________, 20 ___


___________________________________







(Signature of person making affidavit)

____________________________________

                (Notary Public)

SEAL OF NOTARY PUBLIC




This guide is intended for reference only. To be used solely by Hartford employees and Hartford appointed agents.
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