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LICENSE & PERMIT BONDS
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OVERVIEW OF LICENSE AND PERMIT BONDS
License & Permit Bonds are required by the federal government or by any state, county, municipality or other political subdivision as a condition precedent to the granting of a license to engage in business or a permit to exercise a particular privilege, where such business/privilege presents a risk to the public welfare. The degree of risk varies greatly among this class of bonds and can only be determined by reading the law requiring the bond, the bond form, and any regulations promulgated by the enforcing authority.

KNOW THE CODE

All License and Permit Bonds are governed by law; these laws spell out the terms and conditions of the Principal and Surety’s obligation to the obligee.  However, due to the variance in laws among states, counties, municipalities etc., a particular type of L&P bond may differ substantially from obligee to obligee.  Therefore, it is required that the underwriter obtains and reviews the appropriate statute, ordinance or regulation requiring the bond.  If any questions remain unanswered, contact the obligee.

STATUTORY BOND FORM

Almost all License and Permit obligations have a prescribed bond form.  Once the obligee designs a bond form to comply with a specific law, the bond is bound by that law.  Any alterations to a statutory form that restricts the scope of coverage would probably be ineffective in a court of law.  The courts always defer to the statute or ordinance involved.  However, an alteration that expands the scope of coverage may be accepted by the court and enforceable against the Surety.  The bond form should be obtained and reviewed in conjunction with its appropriate law.

BOND AMOUNT

The size of the bond penalty generally reflects the degree of concern of the obligee.  It may be indicative of either a token exposure or of a special hazard.  The method for setting the bond amount should be understood, especially if over the minimum threshold.

HAZARDOUS CONDITIONS

· Adverse Selection: This occurs when an obligee enforces a bond requirement for Principals who do not meet certain credit standards of the obligee.  The standards could be a minimum net worth, a clean credit history, or “X” years in the business.

· Forfeiture Clause: This provision provides the obligee the right to demand the entire bond penalty, regardless of the size of actual loss.

· Discovery Period: The obligee may establish a time period they have for making claims against the bond once canceled.  Generally, the longer the time frame, the greater the risk.

· Per Occurrence Limits: This refers to a bond penalty that is applied on an occurrence basis.  For example, if a Surety received 10 claims of $5,000 each on a $10,000 per occurrence bond, they could pay out $50,000.

· Stack/Cumulative Liability: This occurs when a bond has a definite expiration date and a new bond must be filed for each successive term.  Each bond carries a new bond penalty, thus “stacking” the bond liability each year.  These bonds should be underwritten annually to qualify Principal for additional exposure.

· Third Party Guarantee: This provision provides third parties the right to make claim against the surety bond.  The Surety’s exposure is increased and small nuisance claims may result.

· Warranty Provisions: Some statutes will extend a Surety’s bond obligation to cover any warranties that the Principal is required to maintain.  The warranty provision may extend for a long period of time, thus increasing the Surety’s exposure.
· Aggregate Liability Clause:  An aggregate liability clause in a third party license bond limits the Surety’s liability to the bond penalty regardless of the number of claims made against the bond.  The omission of the aggregate clause opens the bond up to multiple claims, each potentially for the full bond penalty.

·  Cancellation clause:  Without a cancellation clause, the Surety is unable to terminate its future liability under the bond.

CANCELLATION PROVISION It is important to determine whether a License and Permit Bond is cancelable.  The standard bond will provide for a 30-45 day cancellation clause, however, be aware of any discovery periods.  Remember, cancellation is not the same as exoneration.  Cancellation generally removes a Surety from future liability only, where exoneration will release the Surety of all liability from bond inception.  Bonds lacking a cancellation clause should be thoroughly underwritten.  
AUCTIONEER



CLASS CODE 935


HAZARD CODE  3

OBLIGATION
Guarantees Principal's faithful performance of obligations as prescribed by statute by remitting to the proper parties the proceeds from an auction.

TERM OF OBLIGATION
· Determined by 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.  Blanket bonds usually run for a specific term, whereas specific auction bonds may have a more limited exposure period.

· Cancellation Provision:  Usually a 30-90 day cancellation provision, unless otherwise stated in statute. Varies from state to state.

UNDERWRITING INFORMATION
· Degree of Risk:  For established Principals with adequate financial strength and experience, the risk factor is reduced.  Conversely, for start-up operations run by individuals with limited financial resources and experience, the risk could be significant. 

· Qualifying Principal:  Is the Principal an individual or a corporation?  Financially sound and with positive cash flow?  (Some auctioneers have minimal working capital).  What is the experience and background of the Principal?  How long in the business and considered reputable?  Obtain appropriate current personal and/or corporate financial statements. 

· Fidelity and Other Coverage: Is current coverage in place?

· Type of Goods Auctioned:  Anything unusual or perishable?

· Procedures for Handling Auction Proceeds?  How are transactions recorded and managed? 

BOND FORM  (See sample form on page 30)

· Statutory:  Varies from state to state.

· Bond Amount:  Penalty prescribed by statute.

· Onerous Language:  Any hazardous provisions?

AUTOMOBILE DEALERS (NEW AND USED)



CLASS CODE 927


HAZARD CODE 4

OBLIGATION

Guarantees the dealer has good and clear title to the vehicle being sold and that the dealer will not engage in fraudulent acts.  Obligation differs by state, but may guarantee good title to the vehicle, fraudulent turning back of odometers, remittance of sales tax, warranties, etc.

TERM OF OBLIGATION
· Determined by Statute:  Generally continuous, sometimes term.  Term obligations can be renewed by continuation certificate; some states may prescribe a term bond.  Refer to statute for details.

· Cancellation Provision:  Varies.  May contain a 30-90 day cancellation provision. Review bond form and statute.

UNDERWRITING INFORMATION
· Degree of Risk:  Consider only highly qualified and financially sound applicants.  New car dealers are usually a better risk than used car dealers

· Qualifying Principal:  Does the Principal have experience in this line of business along with a reputation for honesty?  Background of the current management?  Is the Principal financially sound, qualifying for the requested level of surety credit?  Determine the ownership breakdown and obtain appropriate business and/or personal financial statements.  A personal credit report may also be required. 

· Dealership Information?  How long in business at the current location and known as a well-established and credible operation?  Selling new or used vehicles or both?  If warranty guarantees are being offered, what are the warranty stipulations?  The obligee may be helpful in providing historical complaint information regarding the Principal

 BOND FORM
· Usually Statutory.  Carefully review to determine specific guarantees.

· Onerous Provisions?  Warranty Guarantees (if so, for how long)? Discovery Periods, 
Stacking Liability, etc.?

CHECK SELLER BOND

CLASS CODES 914


HAZARD CODE 4
OBLIGATION

Guarantees that any check, money order, etc. sold by the Principal will be honored. 

TERM OF OBLIGATION
· Determined by Statute:  State regulations usually require this bond.
· Cancellation Provision:  Varies from state to state.  Refer to statute.

SUBMIT TO COMPANY
· All check seller requests are Company referral.  No agent has authority and all requests must be referred to a Hartford underwriter.

UNDERWRITING INFORMATION
· Degree of Risk:  Hazardous due to third party claims, stack and/or per occurrence liability; straight financial guarantee.

· Qualifying Principal:  Consider these bonds only for financially sound and reputable individuals or companies.  What is background and experience of the Principal?  How long has the Principal been in business?  What are their procedures for selling checks or money orders? How often is the money sent to the clearing bank? How long of a float is there on the money?  Need procedures for filing a claim if a check is lost? Determine the ownership breakdown and obtain appropriate current corporate and/or personal financial statements.  Where appropriate, obtain a resume.

· Prior Surety:  If prior surety, any claim activity and why the change of surety companies?

BOND FORM
· Usually Statutory.  Carefully review to determine specific guarantees.


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

· Bond Amount:  How determined and likely to change from year to year?   

COLLECTION AGENCY BOND


CLASS CODE 915


HAZARD CODE 2

OBLIGATION 
Guarantees compliance with state insurance code or statute and the Fair Credit Reporting Act for this type of business and the proper remittance of funds collected by the Principal on behalf of any customers.  

TERM OF OBLIGATION
· Determined by Statute:  Varies by state.
· Termination Provisions: Varies by state.  

UNDERWRITING INFORMATION
· Degree of Risk:  Somewhat hazardous due to fidelity and faithful performance obligation.

· Qualifying Principal:  Does the Principal have experience in this line of business along with a reputation for honesty?  How long in business?  Background of current management?  Resume/background information of the Principal.  Is the Principal financially sound, qualifying for the requested level of surety credit? Provide financials.  Determine ownership breakdown and obtain appropriate business and/or personal financial statements.  A personal credit report may also be required.  What are their normal collection procedures and how do they account for monies collected? In what other states are bonds needed?

· Insurance Coverage:  Check to see if Fidelity Insurance is in place.

BOND FORM  

· Statutory.
· Any Onerous Provisions?  

· Bond Amount:  Determined by statute.    

COMMISSION MERCHANT
      Fruit & Vegetable Dealer, Citrus Dealer



CLASS CODES 903


HAZARD CODE 4
OBLIGATION

This bond is a Faithful Performance/Financial Guarantee obligation.  Commission merchants sell goods on consignment. The bond guarantees that they remit the net proceeds from the sale to the consigner. 

TERM OF OBLIGATION
· Determined by Statute:  Varies by obligee - review statute for details.

· Termination Provision:  Most bond forms contain a cancellation clause; sending a cancellation notice does not mean that the Surety is released of its obligation on the bond.  There exists tail liability on the obligation as long as farmer receipts written during the bond period exist.

UNDERWRITING INFORMATION
· Degree of Risk:  Fairly hazardous obligation.  Only consider for financially sound Principals, who are experienced and well known in the industry. 

· Qualifying Principal:  Must be financially strong.  Obtain current business and/or personal financial statements.  Credit Reports are useful.  History of profitability?  Debt ratios and structure favorable?  Adequate liquidity?  Determine history of operations.  How many years in operation?  Is the Principal known to the agent as a reputable, competent and honest person/entity? 

· Insurance Coverage:  Obtain a copy of current Fidelity and Liability coverages.

· Reports:  Where applicable, obtain the State audit or a USDA Report.  These will reveal any prior deficiencies or violations by Principal.

· Prior Surety:  If so, why the change?  Any outstanding claims/violations?

BOND FORM
· Statutory
· Onerous Provisions:  Discovery period, stacking/cumulative liability, third party claim etc.?  Time period to file claims after termination

· Bond Amount:  Varies by Obligee, but is generally based on bushel capacity of warehouse.

CONTRACTOR LICENSE



CLASS CODES 906, 907, 908, 909

906 All Contractors License - Compliance  HAZARD CODE 2
907 Contractors License – Performance/Payment – Runs to Municipality  HAZARD CODE 3
 908 Contractors License – Performance/Payment– Runs to State   HAZARD CODE 4
909 All Contractors License –– Third Party Liability  HAZARD CODE 3
OBLIGATION
Guarantees compliance with the applicable statute or code.  Generally intended to provide protection to the general public. Hazard codes may vary from state to state.  

TERM OF OBLIGATION
· Determined by 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.

BOND FORM  (See sample form on page 31)

· Statutory.  

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

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

DETECTIVE AGENCY BOND

 Private Investigators, Private Police, Night Watchman



CLASS CODE 936



HAZARD CODE 2
OBLIGATION


Guarantees the Principal's faithful performance of obligations as prescribed by statute for detective agencies and usually guarantees damages or person injuries inflicted on the public in pursuit of their occupation.

TERM OF OBLIGATION
· Determined by Statute:  Usually continuous.   However, some jurisdictions may prescribe a term bond.  Varies from state to state.

· Cancellation Provision:  Usually 30-90 day cancellation provision unless otherwise stated in the statute. Varies from state to state.

UNDERWRITING INFORMATION
· Degree of Risk:   Background and reputation of Principal is of utmost importance.  Personal injuries that could be covered under the bond are slander and libel.  Also there exists an exposure under the bond for firearm obligations. 

· Qualifying Principal:  Is the Principal an individual or corporation?  What is the experience and background of the Principal?  How long in business and considered reputable?  Obtain appropriate current personal and/or corporate financial statements. Do the investigators carry firearms?  Personal credit reports are useful for individuals.

· Property/Liability Insurance Coverage: Is current coverage in place?  Limits?

BOND FORM  

· Statutory: However, varies from state to state.

· Bond Amount:  Penalty prescribed by statute.

· Onerous Language:  Any hazardous provisions?

EMPLOYMENT AGENCY BOND 



CLASS CODE 978


HAZARD CODE 3
OBLIGATION
Guarantees compliance with state insurance code or statute.  Additionally, the Principal must comply with terms of employees’ contracts and guarantee the payment of monetary damages for any loss or damage resulting from fraud, misrepresentation, or any other unlawful act.  This may include a refund or fees.  

TERM OF OBLIGATION
· Determined by Statute:  Varies by state.
· Termination Provisions: Varies by state.  

UNDERWRITING INFORMATION
· Degree of Risk:  Somewhat hazardous due to its fidelity and faithful performance obligation.

· Qualifying Principal:  Does the Principal specialize in any particular line of business?  If so what are the qualifications of their employees?  What are the hiring and screening practices for employees?  Does the agency collect fees from the unemployed person?  Have there been any complaints with the Better Business Bureau or the Department of Labor.

· Insurance Coverage:  Check to see if Fidelity Insurance with third party coverage is in place; check on E&O, and liability coverages.

BOND FORM  

· Statutory.
· Any Onerous Provisions?  

· Bond Amount:  Determined by statute.  

FEDERAL MOTOR CARRIER SAFETY ADMINISTRATION


CLASS CODE 964 




HAZARD CODE 5
OBLIGATION
Bond guarantees financial responsibility of authorized property broker for public protection against broker’s failure to pay charges incurred in the supplying of authorized transportation in accordance with contracts, agreements, and arrangements with motor carriers.

TERM OF OBLIGATION
· Determined by Federal Government:  Continuous bond.  Applicants can post securities, certificate of insurance, proof of qualification as a self-insurance or a surety bond. 
· Termination Provisions:  Special cancellation from is required.  

UNDERWRITING INFORMATION
· Degree of Risk:  Extremely hazardous—loss experience has been substantial to the industry.  Claim expenses often incurred as a result of complaints, even if a claim is not paid.  Often have multiple complainants.   Easy entry and exit into the business.

· Qualifying Principal:  Only considered for financially sound Principals with good experience and a solid reputation.  Information required:  3 years of business financials, personal financials, resumes.  Cash flow of the business in important.  Is there supporting Hartford business?

BOND FORM  

· Government form: This bond is written in favor of the Federal Government; therefore, we are required to use their bond form.  It must be filled out precisely for it to be valid.

· Bond Amount:  These bonds are in the amount of $10,000 per bond.

FRANCHISE


CLASS CODE 924



HAZARD CODE 3
OBLIGATION
Guarantees compliance with all terms and conditions of a franchise that is granted by a state, municipality or other governmental body.  Obligations vary by agreement.

TERM OF OBLIGATION
· Determined by Franchise Agreement or Statute:  Not unusual to be a long-term obligation.  Review agreement or statute for definitive information.
· Termination Provisions:  Varies. Specified in franchise agreement/statute.  May be a non-cancelable guarantee.  

UNDERWRITING INFORMATION
· Degree of Risk:  Hazardous due to its long-term nature. 

· Qualifying Principal:  Consider for stable, skilled and financially qualified Principals. Obtain appropriate current corporate and/or personal financial statements.  A personal credit report may be warranted.  Determine if the Principal is publicly held or privately owned along with ownership breakdown.  What is the Principal's experience performing this type of service and how long in business?  Overall, can the Principal support this level of surety credit?

· Define Risk:  Read franchise agreement to determine nature of guarantee.

· Required Underwriting Papers:  Copy of franchise agreement.

BOND FORM  (See sample form on page 32)

· Statutory or Manuscript:  Depends on the particular situation.

· Onerous Provisions?  Lengthy Obligation; Warranty Guarantees; Discovery Period?  Stacking or Cumulative Liability; Forfeiture Language; Third Party Claims, etc.?

· Bond Amount:  Criteria used by the obligee to determine penalty in accordance with Agreement or Statute?  Not unusual to be a large-penalty risk.

FUNERAL (Pre-need)


CLASS CODE 579


HAZARD CODE 5

OBLIGATION
Preneed funeral bond guarantees that the funeral home will be liable for misappropriated funds or contract 
breaches and protect the public from dishonest or unethical business practices on the part of the funeral home.

TERM OF OBLIGATION
· Annual  .
· Continuous  Yes, with stacking liability for some states.  

UNDERWRITING INFORMATION
· Degree of Risk:  Hazardous 

· Prior Surety:  No.

· Required Underwriting Papers:  Strong financial information
BOND FORM  

· Statutory Yes
· Onerous Provisions?  Stacking liability
· Bond Amount:  Varies
GRAIN WAREHOUSE
State Grain Storage and Grain Buyers/Dealers
Federal Grain Storage/Buyers Bond


CLASS CODES 953, 954



HAZARD CODE 3
OBLIGATION
The Storage Bond is a faithful performance/financial guarantee obligation guaranteeing that the type, grade and net quantity of grain called for by a farmer’s storage receipt will be in the elevator when the farmer decides to sell it.  Federal bonds may also include a guarantee that duties and taxes are paid.  The Buyer/Dealer Bond guarantees payment by buyer/dealer to seller of grain.  (Note:  similar bonds are required for commodities other than grain.)

TERM OF OBLIGATION
· Determined by Statute:  Varies by obligee - review statute for details.

· Termination Provision:  Most bond forms contain a cancellation clause; sending a cancellation notice does not mean that the Surety is released of its obligation on the bond.  There exists tail liability on the obligation as long as farmer receipts written during the bond period exist..  

UNDERWRITING INFORMATION
· Degree of Risk:  Hazardous obligation.  Only consider for financially sound Principals who are very experienced and known in the industry.  Avoid Principal’s who engage in commodity hedging and trading.

· Qualifying Principal:  Strong financial capacity required.  Is the Principal publicly or privately held?  Is it a cooperative?  Obtain current business and/or personal financial statements.  History of profitability?  Debt ratios and structure favorable? Adequate liquidity?  Any significant changes in inventory?  If so, why?  Inventory turnover ratio within industry norms?  Determine history of operations.  What is the warehouse manager’s experience?  How many years in operation?  Is the Principal known as a reputable, competent and an honest person/entity?  Does the Principal engage in commodity hedging or trading?

· Insurance Coverage:  Obtain a copy of current Fidelity and Liability coverages.

· Reports:  Where applicable, obtain the State audit or USDA Report.  These will reveal any prior deficiencies or violations by Principal.

· Prior Surety:  If so, why the change?  Are there any outstanding claims/violations?

· Red Flag:  A Deficiency Bond may also be required of Principals who fail to meet predetermined minimum standards established by the obligee.  This represents adverse selection.

BOND FORM
· Statutory
· Onerous Provisions:  Discovery period, stacking/cumulative liability, third party claim etc.?

· Bond Amount:  Varies by obligee, but is generally based on bushel capacity of warehouse.

.  

HEALTH CLUB


CLASS CODE 934 

HAZARD CODE 4
OBLIGATION
Guarantees club will abide by applicable statute and refund members' dues as necessary. 

TERM OF OBLIGATION
· Continuous?:  Generally.
· Termination Provisions: Varies by state.  

UNDERWRITING INFORMATION
· Degree of Risk:  Moderate to high. Not a favored class of business; turnover in industry is high
· Qualifying Principal:  financial strength; years in business; part of chain?; duration of contracts; 
amount prepaid.  

BOND FORM  

· Statutory.
· Any Onerous Provisions?  3rd party liability; duration
· Bond Amount:  varies.  

INSURANCE BROKER


CLASS CODE 917 

HAZARD CODE 3
OBLIGATION
Guarantees compliance with state insurance code or statute.  Additionally, guarantees that the agent/Principal will pay taxes, adhere to statutes and regulations, and make a proper accounting and payment of any funds owed. For the most part, they involve a fidelity and faithful performance obligation.  However, if the agency is experiencing financial difficulties, there is a financial guarantee exposure. 

TERM OF OBLIGATION
· Determined by Statute:  Varies by state.
· Termination Provisions: Varies by state.  

UNDERWRITING INFORMATION
· Degree of Risk:  Somewhat hazardous due to its fidelity and faithful performance obligation.

· Qualifying Principal:  Due to the fidelity risk, only entertained for existing Hartford agents/brokers and Principals highly recommended by our agents/brokers through an existing business relationship.  

· Insurance Coverage:  Check to see if Fidelity Insurance is in place.

BOND FORM  (See sample form on page 33)

· Statutory.
· Any Onerous Provisions?  

· Bond Amount:  Determined by statute.  

LICENSE AND PERMIT GUARANTEES
Including blasting, demolition, encroachment, highway access, oversize/overweight, right of way, 
sidewalk or street opening or obstruction, weighmaster


CLASS CODE 910 - HAZARD CODE 2


CLASS CODE 941 - HAZARD CODE 3


CLASS CODES 968, 982 - HAZARD CODE 4


CLASS CODES 932, 980, 981 - HAZARD CODE 5
OBLIGATION
Guarantees compliance with the respective statute intended for protection of the general public.  This is primarily a code observance guaranty.  Some of these bonds may require performance under a specific permit and others under a blanket permit.

TERM OF OBLIGATION
· Determined by Statute:  Varies from state to state.  

· Cancellation Provision:  Generally contains a cancellation provision.   However, some run concurrent with a licensing term or until released by the obligee.  Consult statute, code, or obligee for specific cancellation provisions.

UNDERWRITING INFORMATION
· Degree of Risk:  Generally low risk obligation for qualified applicants.  However, review the statute and underwrite accordingly.   How timely is the obligee in releasing the bond?

· Qualifying Principal:  Determine the Principal's experience and obtain current corporate and/or personal financial statement.  A personal credit report may be required.  Ownership breakdown?  How long has Principal been in this type of business?  Are there any outstanding claims or complaints?  Is the Principal an agency client?
· Insurance Coverage:  Is appropriate insurance coverage in place e.g. BI/PD?  Is the bond a substitute for insurance coverage?

· Bond Obligation:  What is exact nature of bond guarantee as dictated by statute.  Is the bond amount fixed or variable?  If for a specific permit, how long will the bond be needed?

BOND FORM  (See sample form on page 34)

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

· Bond Amount:  Statutory.  How is the penalty determined?

MANUFACTURED HOUSING
Mobile/Modular Housing Manufacturers


CLASS CODE 929

HAZARD CODE 4

OBLIGATION
Guarantees that manufacturer will comply with all statutes related to code adherence and other obligations for the protection of the public. 

TERM OF OBLIGATION
· Determined by Statute: Varies state to state.

· Termination Provisions:  Varies state to state.  Some statutes will allow the Surety to cancel the bond with the typical 30-90 day cancellation provision.  However, many statutes will exonerate the Surety from all liability only after lengthy discovery periods that may include warranty guarantees.

UNDERWRITING INFORMATION
· Degree of Risk:  Hazardous due to nature of risk.  Be alert for warranty guarantees and other onerous provisions.  If there is a warranty guarantee, the bond guarantees the warranty on any home sold during the term of the bond for the entire warranty period.

· Qualifying Principal:  Carefully examine the financial strength, history, reputation and experience of the Principal.  Obtain appropriate current corporate and/or personal statements.  Is the Principal financially stable and otherwise qualified to support this type of hazardous surety credit?  When was business established?  Organization structure and ownership breakdown?  Current management experience?

BOND FORM
· Statutory.  Varies state to state.

· Any Onerous Provisions?  This class of business typically contains hazardous provisions including, but not limited to, third party claimants; warranty provisions; lengthy discovery periods, and stacking/cumulative liability.

· Bond Amount:  Statutory.

MEDICAID



CLASS CODES:  Home Health Agencies (Federal) 957

Durable Medical Equipment (Federal) 959



HAZARD CODE 5

OBLIGATION
Home Health Agencies (957), Durable Medical Equipment Providers (959)  – The bond guarantees that the Principal will repay the obligee, the particular state, Medicaid overpayments made to the HHA or DME during the term of the bond regardless of when the overpayments are discovered or when they become unpaid claims.

COMPANY SUBMIT
· No agent has authority and all requests must be referred to a Hartford underwriter.

TERM OF OBLIGATION
· Determined by Statute: State regulations require this bond.

· Termination Provisions: Exoneration from obligee is required to extinguish Surety's liability.

UNDERWRITING INFORMATION
· Degree of Risk: Hazardous bond.  A new bond is required each year; therefore the liability is stacked or cumulative. 

Other concerns are the right of the provider to terminate a provider agreement after a bond payment thus losing an income source and a resource for indemnity; a claim may result in an audit and result in more claims on past bonds; protection against fraudulent HHA’s being bonded; collateral must be increased with each bond and would be held until the bonds were exonerated.

· Qualifying Principal: Consider for only those applicants with highly liquid balance sheets and substantial Net Worth on an audited financial statement.
· Underwriting Papers: Copy of bond form, prior audited financial statements, bond request letter from Medicaid, past records of billings to Medicaid and payments received from them.

· Prior Surety?  If so, why change to Hartford and any claim history?

BOND FORM
· Statutory.  Initially provided by NASBP until a statutory form is developed and approved.

· Any Onerous Provisions?  Stacking or Cumulative Liability.

· Bond Amount: The bond amount is the greater of $50,000 or 15% of Medicaid payments during the past fiscal year.
COLLATERAL 

· Collateral may not be an option for weaker Principals due to the long-term nature of the bond and the difficulty in obtaining a release by the obligee.  Collateral must be increased each year as a new bond is issued increasing the aggregate bond liability.

MEDICARE



CLASS CODES:  Home Health Agencies (Federal) 957

Durable Medical Equipment (Federal) 959 

HAZARD CODE 5

OBLIGATION

These Federal bonds are rated in the L&P section.  It guarantees that the Home Health Agency (HHA) or Durable Medical Equipment Provider (DME) participating in the Medicare program will repay the obligee, the Health Care Financing Administration (HCFA) overpayments made to the HHA or DME during the term of the bond regardless of when the overpayments are discovered or when they become unpaid claims.  It also covers civil money penalties and assessments imposed on the HHA or DME during the term of the bond regardless of when it is determined that they are unpaid.

COMPANY SUBMIT

· No agent has authority and all requests must be referred to a Hartford underwriter.

TERM OF OBLIGATION
· Determined by Statute:   Federal regulations requiring this bond are unclear.

· Termination Provisions:  Exoneration from obligee is required to extinguish Surety's liability.

UNDERWRITING INFORMATION
· Degree of Risk:  Hazardous bond.  A new bond is required each year; therefore the liability is stacked or cumulative.  

Other concerns are the right of the provider to terminate a provider agreement after a bond payment thus losing an income source and a resource for indemnity; a claim may result in an audit and result in more claims on past bonds; protection against fraudulent HHA’s/DME’s being bonded; collateral must be increased with each bond and will be held until the bonds are exonerated.

· Qualifying Principal: Consider for only those applicants with highly liquid balance sheets and substantial Net Worth on an audited financial statement.
· Underwriting Papers: Copy of bond form, prior audited financial statements, bond request letter from Medicare, past records of billings to Medicare and payments received from them.

· Prior Surety?  If so, why change to Hartford and any claim history?

BOND FORM
· Statutory.  Initially provided by NASBP until statutory form developed and approved.

· Any Onerous Provisions?  Stacking or Cumulative Liability

· Bond Amount: The bond amount is the greater of $50,000 or 15% of Medicare payments during the past fiscal year.
COLLATERAL 

· Collateral may not be an option for weaker Principals due to the long-term nature of the bond and the difficulty in obtaining a release by the obligee.  Collateral must be increased each year as a new bond is issued increasing the aggregate bond liability.

MORTGAGE BROKERS, BANKERS AND LENDERS

Loan Broker


CLASS CODES 919, 920 

HAZARD CODE 4
OBLIGATION
Guarantees the Principal will faithfully perform mortgage commitments made and account for any funds received in its capacity as a mortgage broker.  The bonds run to the State for the benefit of any person injured by wrongful acts, default, fraud or misrepresentation of the Principal.

TERM OF OBLIGATION
· Determined by Statute:  State regulations usually require this bond.
· Cancellation Provision:  Varies from state to state.  Refer to statute.

UNDERWRITING INFORMATION
· Degree of Risk:   Considered low to medium risk for highly qualified Principals only.  Total liability on any one Principal tends to accumulate quickly.  Find out how many states the Principal is to be licensed in.  Also, note that mortgage brokers tend to change the nature of their business and become mortgage lenders.  

· Qualifying Principal:  Consider these bonds for financially sound and reputable individuals or companies.  What is background and experience of the Principal?  How long has the Principal been in business?  Request a resume on the officers; request financial statements on the company.   Does the corporation service any loans?  Do they have a warehouse line?  If so, with whom and what amount?  Are they a member of National Association of Mortgage Brokers?  What are the procedures used by the broker for handling funds?  Are there escrow funds?  What is the time frame that money is in their possession?  Do they carry E&O and Fidelity? What limits?  

· Prior Surety:  If prior surety, has there been any claim activity and why the change of surety companies?  

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

· Bond Amount:  Statutory
PHARMACY


CLASS CODE 959




HAZARD CODE 5
OBLIGATION
Required for Medicare & Medicaid Services (CMS) for all suppliers of durable medical equipment, prothetics, orthotics and supplies (DMEPOS).  Suppliers are generally required to post a $50,000 surety bond.  Separate pharmacy surety bonds are required for each Notional Provider Identifier (NPI) obtained for DMEPOS billing purposes. 

TERM OF OBLIGATION
· Continuous?:  Yearly renewal - continuous.
· Termination Provisions: Cancellation or expiration shall be effective 30 days after notice of cancellation or expiration is sent to the Obligee..  

UNDERWRITING INFORMATION
· Degree of Risk: High. 
Minimum of 5 years in business, require CPA audited or review F/S, must have significant capital and N/W, must be accredited by an authorized accredidation organization, etc..   
· Qualifying Principal:  Current Accounts  

BOND FORM  

· Statutory. Section 4312(a) of the Balanced Budget Act of 1997 (Pub. L. 105-33) and 42 CFR 424.57
· Any Onerous Provisions?  Surety agrees to pay a claim within 30 days of receiving written notice; Surety remains liable for unpaid claims during 2 years following the effective date of cancellation.
· Bond Amount:  $50,000. If a supplier has had two adverse actions imposed against it, 
the bond amount will be $150,000.  
PRIVATE SCHOOL BOND



CLASS CODE 940




HAZARD CODE 4
OBLIGATION
Guarantees that the Principal will comply with state regulations pertaining to curriculum, qualifications of the teachers, etc.  The bond also guarantees that the school will return any advance tuition payments, if they are unable to provide the services. 

TERM OF OBLIGATION
· Determined by Statute:  Varies by state.
· Termination Provisions: Varies by state.  

UNDERWRITING INFORMATION
· Degree of Risk: These bonds can be hazardous due to the receipt of money up front and the time required to complete the courses.  There is a tail to the liability, which runs until final credits completed, which is up to four years.  

· Qualifying Principal:  How long has the school been in existence under the current ownership?  Give details as to the type of education curriculum provided.  Are the skills relevant to job market?  Provide complete information pertaining to school itself (tuition, refund policy, type of courses offered, degrees offered, etc.), background of the current owners and resume/background information on the Principal.  Is the Principal financially sound, qualifying for the requested level of surety credit?  Provide financials.  

BOND FORM  

· Statutory.
· Any Onerous Provisions?  

· Bond Amount:  Determined by statute.  

PROFESSIONAL FUND RAISERS BOND

Solicitors Bond


CLASS CODE 916




HAZARD CODE 2
OBLIGATION
Guarantees that the Principal will obey any ordinances, which apply to this occupation and will protect the public against fraud and misrepresentation by the Principal.  It also guarantees proper accounting and remittance of all funds collected.

TERM OF OBLIGATION
· Determined by Statute:  Varies by state.
· Termination Provisions: Varies by state.  

UNDERWRITING INFORMATION
· Degree of Risk:  Somewhat hazardous due to its fidelity and faithful performance obligation.  Professional fundraisers must be underwritten with much scrutiny since unscrupulous solicitors have compromised the industry.

· Qualifying Principal:  Does the Principal have experience in this line of business along with a reputation for honesty? How long in business? Background of current management?  Resume/background information of the Principal.  Is the Principal financially sound, qualifying for the requested level of surety credit?  Provide financials.  Determine ownership breakdown and obtain appropriate business and/or personal financial statements.  A personal credit report may also be required.  What are their procedures for collecting, accounting for and remitting funds?  Does the regulating authority examine them on a regular basis or only when a complaint is filed?  The principal often needs bonds for several states.  The bond forms vary dramatically from state to state.   In what other states are bonds needed?

· Insurance Coverage:  Check to see if Fidelity Insurance is in place.

BOND FORM  

· Statutory.
· Any Onerous Provisions?  Be watchful of Third Party claim capability in combination with the lack of an aggregate liability clause.

· Bond Amount:  Determined by statute.  

REAL ESTATE AGENT OR BROKER



CLASS CODE 921



HAZARD CODE 3
OBLIGATION

Guarantees the principal will not misrepresent the property he or she wishes to sell and that he or she will faithfully account for any money, which may be held in trust.  The public is protected from losses resulting from fraud or any violations of the law.

TERM OF OBLIGATION
· Determined by Statute:  Usually continuous.   

· Cancellation Provision:  Usually 30-90 day cancellation provision unless otherwise stated in statute. Varies from state to state.

UNDERWRITING INFORMATION
· Degree of Risk: Somewhat hazardous due to fidelity and faithful performance obligation.

· Qualifying Principal:  Is the Principal an individual or a corporation?  The background and reputation of Principal is of utmost importance.  What is the experience and background of the Principal?  Obtain resumes on Principals.  How long in business and considered reputable?  Obtain appropriate current personal and/or corporate financial statements.  What are the procedures for handling money? What is their reputation in the real estate community?

· Insurance Coverages: Is current coverage in place for Fidelity, E&O, and Property/Liability?  Limits?

BOND FORM  

· Statutory: However, varies from state to state.

· Bond Amount:  Penalty prescribed by statute.

· Onerous Language:  Any hazardous provisions?

SALES TAX


CLASS CODE 966,949 - HAZARD CODE 4
CLASS CODE 945,952 - HAZARD CODE 4
OBLIGATION
A financial guarantee running to a state or other public entity assuring that Principal will remit the required sales tax to the obligee.

TERM OF OBLIGATION
· Determined by Statute:  Varies from state to state.

· Termination Provisions:  Varies by obligee.  In addition, exoneration from obligee is required to extinguish obligation of the Surety.  Refer to statute for specifics on cancellation provisions and any exoneration requirements.  

UNDERWRITING INFORMATION
· Degree of Risk:  Varies.  However, if a bond is required due to adverse selection against the Principal, the risk factor is increased.   Note:   Principals needing one of these bonds may need additional bonds.

· Qualifying Principal:  Does the Principal possess sufficient resources to support the level of surety credit requested?  Contact the obligee to determine prior claim history.

· Prior Surety:  If so, why the change?  

· Fidelity Coverage:  Current coverage in place?
BOND FORM  (See sample form on page 35)

· Statutory.  

· Any Onerous Provisions?  Discovery Periods; Stacking or Cumulative Liability; Forfeiture Language, Adverse Selection, etc.?

· Bond Amount:  Determined by statute.  How is the penalty determined?  Is it likely to change from year to year due to adjustments based on revenue?  

SPORTS OR ENTERTAINMENT EVENTS, PROMOTERS, AMUSEMENT 

CLASS CODE 934


HAZARD CODE 3

OBLIGATION
Guarantees that the Principal will pay the taxes due the State Tax Commission on the tickets sold and that the athletes/entertainers will be paid.  The bond may also guarantee refunds if an event is canceled and some guarantee that the premises will be left in the same condition found. 

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

· Cancellation Provision:  Usually 30-90 day cancellation provision unless otherwise stated in the statute. Varies from state to state.

UNDERWRITING INFORMATION
· Degree of Risk:  For established Principals with adequate financial strength and experience, the risk factor is reduced.  Conversely, for start-up operations run by individuals with limited financial resources and experience, the risk could be significant. 

· Qualifying Principal:  Is the Principal an individual or a corporation?  What is the experience and background of the Principal?  How long in business and considered reputable? Is the Principal a member of any known organizations, such as the Veterans Association of any local membership groups?   Have there been any complaints with the Better Business Bureau?   Obtain appropriate current personal and/or corporate financial statements. 

· Fidelity and Other Coverage: Is current coverage in place?  Does the contract/statutes require any insurance coverage?

BOND FORM  

· Statutory: However, varies from state to state.

· Bond Amount:  Penalty prescribed by statute.

· Onerous Language:  Any hazardous provisions?

TITLE AGENTS 

CLASS CODE 923

HAZARD CODE 4
OBLIGATION
Bond required by various states which guarantees complinace with statutes addressing the proper performance of services provided (such as title searches); usually contains faithful performance language in bond form (fraud, dishonesty, misrepresentation or concealment of material facts)
TERM OF OBLIGATION
· Continuous?:  Varies from state to state.

· Cancellation Provision:  Varies from state to state.

UNDERWRITING INFORMATION
· Degree of Risk:  High risk. App or GIA; Financial Statement; Personal Credit Report; length of time in business; resume
· Qualifying Principal:  Length of time in business (three years); is the Principal an attorney; does the Principal carry E&O coverage; does the Principal carry fidelity coverage; does the statute allow for third party claims; other insurance handled by the agent; what is the Principal's reputation; what is the Principal's financial wherewithal
· Fidelity and Other Coverage: yes (we would only write the CS bond ); should also have E&O
BOND FORM  

· Statutory: Yes.

· Bond Amount:  Varies by state.

· Onerous Language:  state specific - could have 3rd party claims ability
CLASS CODE SCHEDULE

LICENSE AND PERMIT BONDS

	Class Code
	
Type of Bond

	924
	Franchise

	975
	Insurance Company Qualifying

	942, 943, 944
	Alcoholic Beverage Wholesaler, Retailer,

Manufacturer, Distiller, Brewer and Other

	913, 914, 915, 916, 917, 919, 920, 921, 922
	Finance, Securities Dealers and Real Estate Brokers

	901, 902, 904, 905
	Agricultural, including Milk Dealers and Livestock Dealers (excludes Packers and Stockyard)

	906, 907, 908, 909
	Contractor, Electrician, Plumbers

	910, 941
	Excess Weight and Other Highway and Street Permits 

	932, 968
	Sand and Gravel Removal, Blasters

	980, 981, 982
	Strip Mining and Others Involving Restoration of Land

	945, 946, 947, 948, 949, 950, 952, 966
	Tobacco, Miscellaneous, Fuel, Sales Taxes

	952
	Sales Tax

	966
	Taxes - Other

	917
	Surplus Lines Agents & Brokers 

	927, 928, 929, 930, 950
	Motor Vehicle (Indemnity)

	940
	Private Schools

	953, 954, 955, 956
	Grain, Commodity or Other Warehousing

	957, 958, 959, 960, 961, 962
	Medicare/Medicaid

	935, 936
	Auctioneer, Detective

	
	


AUCTIONEERS BOND - AUTOMOBILE

(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 bounded Principal and Obligee have entered into a written contract or agreement, under which agreement the Principal is to sell at auction, certain automobiles belonging to the Obligee, on behalf of the Obligee.

NOW, THEREFORE, the condition of this obligation is such that if the above bounden Principal shall pay when due to the Obligee the selling price for all automobiles sold by said Principal, and belonging to the Obligee in accordance with the conditions of said agreement, then this obligation shall be null and void; otherwise, to remain in full force and effect.

PROVIDED, HOWEVER, that the Surety or Principal may cancel this bond by giving thirty (30) days prior notice in writing to the Obligee such notice to be given by certified mail.  Such cancellation shall not affect any liability incurred under this bond prior to the effective date of such cancellation.

LIABILITY UNDER THIS BOND SHALL COMMENCE ON THE __________ DAY OF _______________, 20___.

Signed, sealed and dated this  
 day of 

, 20
.

ATTEST





BY








Principal
ATTEST







(Surety’s Name)












By:








Attorney-in-Fact


Seal

CONTRACTOR’S LICENSE 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 bounded Principal has applied to the Metropolitan Government to be registered pursuant to SECTION 

 of the Metropolitan Code of Laws.

If the Principal, in compliance with the provisions of Section_____ pays all (1) wages and benefits to persons furnishing labor to the Principal, (2) amounts that are adjudged against the Principal because of negligent or improper work or breach of contractor that arise in its conduct of the contracting business, (3) persons who furnish labor and materials or rent or supply equipment to the Principal, and (4) taxes and contributions due to the State of _____________, the obligation of the Principal and the Surety shall be null and void.  If the Principal does not pay the above claims, the bond shall remain in full force and effect.  

Any person that has a claim against the Principal, arising from the failure of the Principal to pay any of the four items referred to in paragraph above, may bring suit upon this bond in the superior court of the county in which the work was done, or of any county in which the court has jurisdiction over the Principal.

The term of this bond is continuous, however, the Surety shall have the right to cancel this bond at any time by a written notice stating when the cancellation shall take effect, and served upon or sent by certified mail to the Director of the Department of Codes Administration of the Metropolitan Government at least thirty (30) days prior to the effective date of the cancellation.  Regardless of the number of years this bond may remain in force, the liability of the Surety shall not be cumulative, and the aggregate liability of the Surety for any and all claims, suits or acting under this bond shall not exceed the sum of ($
).

No right of action shall accrue by reason of this Bond, to or for the use or benefit of any one whatsoever other than the Obligee’s named herein.

Signed, sealed and dated this 
 day of 

, 20
.

ATTEST





BY









Principal
ATTEST







(Surety’s Name)






Attorney-in-Fact


Seal

FRANCHISE 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.

The condition of the above obligation is that whereas under the date of 


 the above-bounden 



 therein called the Franchisee, did enter into an agreement with 


 therein called the Franchisor, for 


.

NOW, THEREFORE, the condition of the foregoing obligation is such, that if the said 

 shall faithfully comply with the said ordinance according to the terms thereof, and shall well and truly indemnify and save harmless 



 from any pecuniary loss resulting from the breach of any of the terms, covenants, and conditions of said ordinances, then this obligation shall be void otherwise to remain in full force and effect.

Regardless of the term of the franchise referred to in the above-described ordinance, the term of this bond commences on the 

 day of 

, 20
 and terminates one year after such date, but the bond may be extended for periods of one year duration at the option of the Surety by the issuance of a continuation or renewal certificate.  This bond may be canceled during the original term or any extended term thereafter by the Surety giving forty-five (45) days notice in writing by Registered Mail of such intention to 



 at its 


 office prior to the effective date of such cancellation.

The Obligee shall advise the Surety, in writing, at its Home Office of any claim under the bond, such advice to be filed with the Surety not later than sixty (60) days after the Obligee shall have received notice of such claim and all liability of the Surety under the bond shall cease at the end of six (6) months following the date of the termination of the bond.

Even though this bond may be in effect for more than one year, the Surety’s aggregate liability hereunder shall in no even exceed the amount set forth above.

If the condition as outlined in this bond be unacceptable, then the bond in its entirety becomes null and void.

Signed, sealed and dated this 
 day of 

, 20
.

ATTEST





BY








Principal
ATTEST







(Surety’s Name)






Attorney-in-Fact


Seal

INSURANCE BROKER 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, in accordance with the provisions of General Statutes § 


, the said Principal has applied to the Commissioner of Insurance of the State of 


 for a license to act as a Resident Insurance Broker, and in accordance with the provisions of said laws is required to give a corporate Surety Bond for the use of aggrieved parties.

NOW, THEREFORE, the condition of this obligation is such that if such license is issued to the Principal and if the Principal shall account to any person requesting the Principal to obtain insurance for moneys or premiums collected in connection therewith, to any licensed insurer or agent who provides coverage for such person with respect to any such moneys or premiums, and to any association of insurers under any plan or plans for the placement of insurance under the laws of 

 which afforded coverage for such person with respect to any such moneys or premiums, then this bond shall be void and of no effect; otherwise, to remain in full force and virtue.

This bond shall be continuous; beginning on the date such license becomes effective and shall remain in force during all succeeding license periods until the Surety is released from liability by the Commissioner or until the bond is canceled by the Surety.  Without prejudice to any liability accrued prior to such cancellation, the Surety may cancel this bond upon thirty days advance notice in writing filed with the Commissioner and the license.

Any aggrieved party may, upon notice to the Commissioner of Insurance at 

       , institute an action in his/her own name against the Surety.  Successive recoveries by such aggrieved parties, up to 


 each recovery, may be made against this bond; provided, however, in no event shall the total liability of the Surety for all such recoveries exceed in the aggregate 



.

Signed, sealed and dated this 
 day of 

, 20
.

ATTEST





BY








Principal
ATTEST







(Surety’s Name)






Attorney-in-Fact


Seal

LICENSE & PERMIT BOND  (CONTINUOUS)– GENERAL

(Sample Bond Form)
KNOW ALL MEN BY THESE PRESENTS, that we, 



, as Principal(s), and, 


 COMPANY, a 



 corporation authorized to transact surety business in the State of 



, as Surety, are held and firmly bound unto 




, as Obligee, in the penal 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 above bounden Principal has been granted a






.

NOW, THEREFORE, THE CONDITION OF THIS OBLIGATION IS SUCH, That if the said Principal(s) shall indemnify and save harmless the _____________against loss to which the _____________may be subject by reason of said Principal’s breach of any ordinance, rule or regulation relating to the above described license or permit, then this obligation shall be null and void, otherwise to remain in full force and effect.

This obligation may be canceled by said Surety by giving thirty (30) days notice in writing of its intention so to do to said _______________and the said Surety shall be relieved of any further liability under this bond thirty

( 30) days after receipt of said notice by the said _________________.

No cause of action shall lie against the Surety unless commenced within two years from the date the cause of action accrues against the Principal.

Regardless of the number of years this bond shall continue in force and the number of premiums which shall be payable or paid.  The Surety’s total limit of liability shall not be cumulative from year to year or period to period.   

Signed, sealed and dated this 
 day of 

, 20
.

ATTEST





BY








Principal
ATTEST






SURETY NAME













BY   _____________________________________________________



Attorney-in-Fact



Seal

SALES & USE TAX 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.

THE CONDITION OF THE FOREGOING OBLIGATION IS SUCH THAT, WHEREAS, the said Principal has applied for, or has obtained a certificate of registration to engage in business and will be subject to the Sales Tax Law; the Compensating Use Tax Law; the City Sales Tax Law; or the Transportation Tax Law; the Conservation Sales/Use Tax Law; or the 

 County Tax Law; and all amendments lawfully adopted in relation thereto.

NOW, THEREFORE, if said Principal shall well and truly comply with all the provisions of said law and any amendments thereto, and in particular pay all taxes, interest and penalties promptly when due, then this obligation shall be null and void; otherwise to remain in full force and effect.

If said Principal is delinquent the 

 Department of Revenue will notify said Surety.  Surety then has thirty (30) days in which to make payment or contact 

 Department of Revenue stating reason payment has not been made.

The said Principal authorizes the release of the confidential tax information to said Surety as long as this obligation remains in force and effect; releasing the Director of Revenue and Department personnel from any and all liability pursuant to any disclosures to said Surety of confidential tax information resulting from release of subject information under Section 

 and supplement thereto.

The Surety may cancel the bond and be released of further liability hereunder by delivering thirty (30) days written notice to the Director of Revenue.  Such cancellation shall not affect any liability incurred or accrued hereunder prior to the termination of the thirty (30) day period.

Signed, sealed and dated this 
 day of 

, 20
.

ATTEST





BY








Principal











(Surety’s Name)



ATTEST





BY








Attorney-in-Fact

Seal

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