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MEMORANDUM

TO: Local Surety Associations
FROM: Dov Weinstein
DATE: September 7, 2005

SUBJECT: Highlights of Current Legislative Activity — August 2005

Because of the diversity of the business of its members, the SAA tracks all state and federal
surety and fidelity legislation. The August 2005 monthly report, which is attached, gives a
comprehensive status report on current legislation that affects SAA members. The following are
some key enactments to date on new bond requirements and repeal or reduction of existing bond
requirements.

New Bond Enactments

Federal - HR 6 requires a surety bond or equivalent security from anyone granted a lease,
easement, or right-of-way on the outer Continental Shelf for energy related activities. In
addition, HR 6 requires the Secretary of Energy to “establish a program to provide guarantees of
loans by private institutions for the construction of facilities for the processing and conversion of
municipal solid waste and cellulosic biomass into fuel ethanol and other commercial
byproducts.” Applicants for a loan guarantee have to post a performance bond or other security
equal to at least 20% of the loan.

Alabama - SB 106 allows those constructing condominiums to post a surety bond to use the
purchaser’s escrow funds to construct the condo.

Delaware - SB 63 requires a surety bond to appeal a civil penalty greater than $100 for a civil
traffic offense. SB 203 requires manufactured home installers to post a performance bond.

Ilinois - HB 1002 allows the court to use a performance bond to preserve the availability of
property subject to forfeiture. HB 3121 creates the Regional Planning Board to “plan for the
most effective public and private investments in the northeastern Illinois region and to better



integrate plans for land use and transportation.” The chair of the board is required to post a surety
bond. SB 572 creates the Intermodal Facilities Development Authority “for the purposes of
developing a new or existing rail or intermodal facility or redeveloping an underutilized or
obsolete existing rail facility.” The bank that serves as the depository for the Authority’s money
has to post a surety bond “at least equal in amount to the maximum sum expected to be on
deposit at any one time.”

Massachusetts - HB 4109 requires the town administrator of Rockland to post a surety bond.

New Jersey - SB 1753 establishes licensing requirements for pharmaceutical wholesalers.
Among other things, this bill requires these wholesalers to obtain surety bonds, or other security,
valued at no less than $100,000. If the annual gross receipts of the previous year were less than
$10 million, a $25,000 surety bond may be acceptable.

North Carolina - HB 237 provides two different ways to meet the criteria for being licensed as
a mortgage banker. Surety provisions are contained in some of these criteria. HB 1117 changes
the minimum value of the bond required from the finance officer of a local government authority
from not less than $10,000 nor more than $250,000 to not less than $50,000. SB 622 limits
Medicaid reimbursement payments “to Medicaid enrolled providers that purchase a performance
bond in an amount not to exceed $100,0000....”

HEADS UP—T0 THE GOVERNOR:

The following bills have been enacted and are on the governor’s desk for signature. They may
become new laws soon:

California - HB 785 would expand the definition of a ‘vehicle registration service’ to include
any person “engaged in the business of soliciting or receiving an application for a motor carrier
permit.” Under current law, anyone registered to provide vehicle registration services must post
a $25,000 surety bond. HB 1329 would permit any city in the Counties of Solano and Yolo,
with the approval of the city council, to enter into design-build contracts. Design-build entities
would have to maintain adequate bonding. Retainage could not exceed 5% if performance and
payment bonds were posted.

Massachusetts - SB 2153 would create the Hatfield Economic Development Corporation.

“Until such time that the corporation shall exceed $100,000 in assets or annual gross income,
members of the corporation either individually or collectively shall execute a surety bond with a
surety company authorized to transact business in this commonwealth as surety, in the penal sum
of $50,000 per member....” A separate clause would require the treasurer of the corporation to
post a bond.

New York - SB 5741 would establish the East Hampton urban renewal substandard road zone.
Surety bonds could be required from those who entered into contracts under this bill. Bid bonds
could also be required.



Bond Reduction or Elimination

Federal — HR 6 amends the Mineral Leasing Act by including the following: “(4)(A) The
Secretary shall not require a surety bond or any other financial assurance to guarantee payment
of deferred bonus bid installments....”

HEADS UP—T0 THE GOVERNOR:

The following bills have been enacted and are on the governor’s desk for signature. They may
become new laws soon:

North Carolina - SB 319 would require the North Carolina Self-Insurance Security Association
to “annually prepare and submit to the Commissioner a written plan to provide an Association
Aggregate Security System through a combination of cash on deposit in the Fund, securities,
surety bonds, irrevocable letters of credit, insurance or other financial instruments or guarantees
owned or entered into by the Association and acceptable to the Commissioner.... The noncash
elements of the composite security may be one-year or multiple-year instruments.” This will
replace the present Fund.

Current law requires that every self-insurer “deposit with the Commissioner an amount not less
than 75% of the self-insurer's total undiscounted outstanding claim liability per the most recent
certification from a qualified actuary, but not less than $500,000, or such other greater amount as
the Commissioner prescribes based on, but not limited to, the financial condition of the self-
insurer and the risk retained by the self-insurer.” This percentage would have been increased to
100% as of January 1, 2006.

This bill would repeal these provisions and only require self-insurers that are “excluded from
participation in the Association Aggregate Security System...to deposit with the Commissioner
an amount not less than 100% of the self-insurer's total undiscounted outstanding claims liability
per the most recent certification from a qualified actuary, but not less than $500,000, or such
greater amount as the Commissioner prescribes based on, but not limited to, the financial
condition of the self-insurer and the risk retained by the self-insurer.” Surety bonds are one
acceptable form of deposit.
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