
THE SURETY ASSOCIATION OF AMERICA 
 

MEMORANDUM 

  
 TO: Local Surety Associations 
   
 FROM: Dov Weinstein 
   
 DATE:  April 13, 2005 
   
 SUBJECT: Regulation Report for March 2005 
______________________________________________________________ 
 
New bonding opportunities are marked with a triple asterisk.  Highlights of proposed and 
final regulations for March include:   
 
Federal 
 
Rural Development Single Family Housing (7 CFR 1924)    WITHDRAWN 
The Rural Housing Service withdrew this rule on March 7, 2005, because it received adverse 
comments.  SAA submitted comments opposing this regulation.  The content of the rule, as 
described in previous reports, is summarized below: 

This direct final rule (1/7/05) changes the Rural Housing Service’s “threshold for surety 
requirements guaranteeing payment and performance from a $100,000 contract amount to 
the maximum Rural Development Single Family Housing area lending limit. This limit 
will vary by locality.”  The RHS explains the reasons behind this change as follows: 
“This will liberalize the requirement for surety and take into account the increased 
construction cost of single family homes in Rural Development's Single Family Housing 
Program. This will ease the burden on small contractors for whom obtaining surety is 
difficult and expensive, thereby reducing costs to our single family housing borrowers.”  
This threshold was established in 1987 when “a single family house constructed and 
financed under the direct single family housing loan program would not exceed 
$100,000. Since 1987, construction costs for single-family houses financed by RHS have 
dramatically increased so that now construction costs frequently exceed $100,000. The 
requirement that builders obtain surety bonds when the construction contract exceeds 
$100,000 has made it difficult for contractors to compete for direct single family housing 
projects financed by RHS.”  “The new threshold will be when the contract exceeds the 
applicable RHS area single family housing loan limit as established pursuant to 7 CFR 
3550.63 and the limit for any particular area is available from any Rural Development 
office.”   

 
Agricultural Grants     FINAL 
This notice (3/28/05) “announces the availability of up to $22.8 million in competitive grant 
funds for fiscal year (FY) 2005 to purchase renewable energy systems and make energy 
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improvements for agricultural producers and rural small businesses.”  The grantee would be 
required to post 100% performance and payment bonds for construction contracts in excess of 
$100,000.   
 
Arizona 
 
Self-Insurance Workers' Compensation Guaranty Bonds (R20-5)   FINAL 
This final rule (3/4/05) gives notice of a new bond form for self-insurance workers' 
compensation guaranty bonds.  The information required is listed below, and the full form can be 
viewed at http://www.ica.state.az.us/ICA%20Carrier%20Guaranty%20Bond%20Form.pdf.  
 
1. Name of self-insurer;  
2. Name of the surety insurance company;  
3. Description of the bond, bond number, amount, and conditions of obligation; 
4. Statement regarding the responsibility for fees and costs associated with the collection of the 
bond and the responsibility for payment of any award or judgment against the surety; and 
5. Request for authorized signatures and titles of self-insurer, surety, and agent or attorney-in-
fact, and a notarized power of attorney, and date of signing.  
 
In addition, the following rules concerning the posting of such a bond are now effective: 
 

A. A self-insurer shall ensure that a guaranty bond or rider for the guaranty bond filed with 
the Division bears the same effective date as the effective date of the Resolution of 
Authorization to self-insure.  

B. The Commission shall permit the self-insurer to post a guaranty bond or rider of the 
guaranty bond instead of other security if:  

 
1. The insurance carrier providing the guaranty bond or rider submits the bond or 

rider to the Division on a form approved for use by the Division;  
2. The guaranty bond is continuous in form; 
3. The penal sum of the guaranty bond or rider equals the amount the self-insured 

must post as security under this Article; 
4. The company issuing the guaranty bond or rider is authorized and licensed to 

transact the business of surety insurance in Arizona; 
5. An authorized agent of the surety executes the guaranty bond or rider; 
6. The bond is signed and dated by an authorized representative of the self-insurer. 
7. The surety issuing the bond or rider does not have an affiliate relationship with 

the applicant or self-insurer; and 
8. The surety issuing the guaranty bond or rider has a rating with A.M. Best of at 

least A-.  
C. A guaranty bond or rider is subject to annual change based on unpaid liabilities as 

reported by the self-insurer on the Workers' Compensation Liability form. 
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Arkansas 
 
***Solid Waste Management (Reg 22.1403)   FINAL *** 
This final rule (3/14/05) allows landfill owners who must make deposits to the post-closure trust 
fund to do so by posting a surety bond or other financial guarantee in an amount not less than 
20% of estimated post-closure maintenance costs.  It also requires that upon default the director 
must forward a copy of the default order to the surety through certified mail or hand-delivered.        
 
Florida 
 
Used Oil Processing Facility (62-710)   PROPOSED 
This proposed regulation would require the owner or operator of a used oil processing facility to 
post a surety bond or other acceptable financial assurance in the amount of the estimated closing 
cost for the facility.  After reviewing the regulation, SAA decided not to submit comments.   
 
Illinois 
 
Managed Care Organizations (50 Illinois Administrative Code 5421)   PROPOSED 
This proposed regulation would require all HMO Managed Care Organization (MCO) 
agreements to “contain provisions whereby the parties obtain, for the duration of the agreement, 
either a surety bond or an irrevocable and unconditional letter of credit, to be held by the 
Division for the benefit of unpaid physicians, hospital facilities, or other persons who are 
licensed or otherwise authorized to furnish health care services, and have rendered care to the 
enrollees pursuant to such agreement…. The bond or letter of credit will be in an initial 
unexpended amount equal to the greater of $200,000 or $200 per patient covered by the 
agreement, not to exceed $2,000,000.”  An MCO is “a partnership, association, corporation or 
other legal entity, including but not limited to individual practice associations (IPAs) and 
Physician Hospital Organizations (PHOs), which delivers or arranges for the delivery of health 
care services through providers it has contracted with or otherwise made arrangements with to 
furnish such health care services.”  SAA has submitted comments concerning this regulation.  
If you would like to submit comments on your own also, please see below. 
 
Persons who wish to comment on this proposed rulemaking may submit written comments no 
later than April 15th to: 
 
Denise Hamilton        James C. Rundblom 
Rules Unit Supervisor       Staff Attorney 
Department of Financial and   or  Department of Financial and 
Professional Regulation    Professional Regulation 
Division of Insurance     Division of Insurance 
320 West Washington     320 West Washington 
Springfield, Illinois 62767-0001   Springfield, Illinois 62767-0001 
(217) 785-8560     (217) 785-8559 
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Maryland 
 
***Deep Mine Bonding (26.20.14.13)   FINAL*** 
This final regulation (3/4/05) alters deep mine bonding requirements as follows: 
 
(D) When subsidence-related material damage to land, structures, or facilities protected under 

COMAR 26.20.13.09 occurs, or when contamination, diminution, or interruption to a water 
supply protected under COMAR 26.20.13.05C occurs, the Bureau shall require the permittee 
to obtain [an] additional performance bond until the repair, compensation, or replacement is 
completed, in the amount of 
(1) The estimated cost of the repairs, if the permittee will be repairing; 
(2) The decrease in value, if the permittee will be compensating the owner; or 
(3) The estimated cost to replace the water supply, if the permittee will be replacing the 

water supply. 
(E) If the repair, compensation, or replacement is completed within 90 days of the occurrence of 
damage, no additional bond is required. The Bureau may extend the requirement to post bond 
beyond 90 days, but not to exceed 1 year, if the permittee demonstrates and the Bureau finds, in 
writing: 

(1) One of the following: 
(a) That subsidence is not complete; 
(b) That not all probable subsidence-related material damage has occurred to 

lands or protected structures; or 
(c) That not all reasonably anticipated changes have occurred affecting the 

protected water supply; and 
(d) That it would be unreasonable to complete the repair of the subsidence-

related material damage to lands or protected structures, or the 
replacement of protected water supply, within 90 days. 

 
Massachusetts 
 
DCAM Certification (8.10 CMR 4, 8-10)    PROPOSED 
This proposed regulation would require a contractor to “have an established single project and 
aggregate project bonding capacity with a surety licensed by the Commonwealth of 
Massachusetts Division of Insurance and [that] is on the most current list of approved sureties 
issued by the United States Department of the Treasury” in order to get a certificate of eligibility 
from the Division of Capital Asset Management of the Executive Office for Administration and 
Finance (DCAM).  “Three or more contract terminations for cause and/or three or more invoked 
performance bonds, wherein the surety is required to honor the terms of the bond, of a Contractor 
or its predecessors or its successors in interest,” or a record of excessive payment bond claims, 
within the past five years, would be cause for a contractor to not be certified.  Subcontractors 
would be subject to similar criteria.  After reviewing the regulation, SAA decided not to 
comment.   
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New Jersey 
 
School Transportation Bonds (NJAC 6A:27)   PROPOSED 
This proposed rule would require those bidding for school transportation contracts to include a 
“consent of surety” with their bid.  In addition, the successful bidder would have to post two 
separate surety bonds: one for transportation to and from school, and one for transportation on 
school related activities.  After reviewing the regulation, SAA decided not to comment.  If you 
would like to submit comments on your own, please see below.   
 
Submit written comments by May 20, 2005 to: 
Richard Rosenberg 
Assistant Commissioner 
Division of Finance 
New Jersey Department of Education 
River View Executive Plaza 
Building 100, PO Box 500 
Trenton, New Jersey 08625-0500 
 
If SAA members want to comment on this proposal, please contact Lenore Marema at 202-
778-3637 or Dov Weinstein at 202-778-3631 
 
North Carolina 
 
***Charter School Bonds (16 NCAC 06G .0501)   FINAL*** 
This final rule (4/1/05) requires charter schools to maintain fidelity bonds “of the types and 
amounts specified in the charter agreement.”  Previously, such schools had to maintain fidelity 
bonds equal to “the amount of funds received by the charter school in the previous fiscal year 
from state and local sources.”   
 
Ohio 
 
Explosives (1301:7-7)   PROPOSED 
This proposed rule would establish regulations for the “possession, manufacture, storage, 
handling, sale and use of explosives, explosive materials, fireworks, small arms ammunition and 
the operation of flame effects.”  The rule would require one to post a $100,000 surety bond or 
public liability insurance in the same amount for a permit for such materials.  One applying for a 
permit for a fireworks exhibition would have to post a $1 million surety bond “or proof of 
insurance coverage of at least one million dollars for liability arising from injury, death, or loss 
to persons or property emanating from the fireworks exhibition.”  After reviewing the 
regulation, SAA decided not to comment. 
 
Oregon 
  
Landscape Contractors Board Arbitration (Chapter 808)   FINAL 
This final rule (3/4/05), dealing with arbitration in relation to landscape contracting, mandates 
that a person in arbitration who petitions the court to affirm or vacate an arbitrator’s decision 
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must also give the Landscape Contractors Board a copy of the petition.  Failure to do so 
constitutes “a waiver of any objection to transmittal of the award to respondents’ surety company 
for payment.”       
 
Manufactured Structures (918-030-0420)    PROPOSED 
This proposed regulation would require one applying for “a dealer license, supplemental license, 
temporary license, or limited license,” to sell manufactured structures to post a surety bond.  
After reviewing the regulation, SAA decided not to comment.   
 
Rhode Island 
 
***Altering Roadways    FINAL*** 
This final regulation (3/23/05) addresses permits for altering the roads, such as modifying a curb.  
In order to receive a permit to undertake such activity, a financial security must be posted.  If the 
cost of the proposed alteration exceeds $25,000, a performance bond, issued by a surety 
company authorized to do business in Rhode Island, must be submitted and valued at 100% of 
the cost of the work.  If the work is less than $25,000, the security must still be valued at 100% 
of the costs, but can be met by depositing assets or other performance guarantees.   
 
Texas 
 
Workers’ Compensation Administrative Penalties (28 TAC 148)   PROPOSED 
This proposed rule would allow one who had been assessed an administrative penalty under the 
Texas Workers’ Compensation Act by an administrative law judge to post a surety bond for the 
full amount of the penalty instead of paying cash.  After reviewing the regulation, SAA decided 
not to comment.   
 
Washington 
 
Agriculture Rules (WAC 16-623)   PROPOSED 
This proposed rule would allow commission merchants, dealers, brokers, cash buyers and agents 
to “file an assignment of savings or irrevocable letter of credit with the director in lieu of a surety 
bond.”  After reviewing the regulation, SAA decided not to comment. 
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