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COVERAGE OF THE MONTH:

BONDS 101
There are many different types of Surety Bonds. One of the main characteristics of bonds is that there are three parties to a bond whereas an insurance policy has two parties. When issuing a bond a surety theoretically expects no losses and the owners of a company must indemnify the surety for any losses that are paid out.

Below is a summary of the most common types of bonds and some highlights about them. As a general rule, it can take up to 30 days to get an account approved for surety. It is just as difficult to get a bond line as it is to get a loan and there are several similarities between underwriting a loan and a bond. Once your bond line is established, it is usually good for a year unless there is some sort of substantial change within the company. Your bond line will have a Per Job Limit and an Aggregate Limit. Once your bond line is established, bonds can usually be issued within 24 hours.  

	
	BID BOND
	PAYMENT BOND
	PERFORMANCE BOND

	Obligee (who is insured)
	Owner or Party calling for Bid
	Same as Performance Bond
	Owner or Person having work done

	Principal (person bonded)
	Bidder
	Contractor
	Contractor

	What is Guaranteed
	Bidder will enter into contract if bid accepted
	Project will be free of liens – all bills will be paid
	Work will be completed according to plans & specs

	When Required
	Public Work Projects
	Whenever specified in contract
	Whenever specified in contract

	Underwriting Considerations
	3 C’s of Contractor – character, capacity & capital as well information on work under bid
	Same as Performance Bond
	3 C’s as well as experience and copy of work specs


DID YOU KNOW…

· You can now order Certificates of Insurance, submit Change Requests for Auto or Equipment, Request a Builders Risk Quote or order a MVR on the Internet. Visit us at www.mac2insure.com, click on the existing client link on the Left and pick the appropriate form. 
· New Physical Address – Our office has MOVED. We are now in the Templeton Plaza at the corner of Desert Inn & Rainbow. New Physical Address is 3311 S. Rainbow #138, Las Vegas, NV 89146. Mailing Address remains at 3655 S. Decatur #14-109, Las Vegas, NV 89103. Phone, fax & e-mail are all the same. 

· We are pleased to announce the addition of Pat Fleming to our staff. Pat is a licensed Work Comp hearing officer. She is available to assist all our clients with Work Comp claims.

· Reminder – Richard Kumler is our on staff loss control representative. If you need assistance with any loss control issues, let us know. 

Bad Puns 
Two fish swim into a concrete wall. The one turns to the other and says “Dam!”.
Two hydrogen atoms meet. One says “I’ve lost my electron.” The other says “Are you sure?” The first replies “Yes, I’m positive”. 

A woman has twins & gives them up for adoption. One of them goes to a family in Egypt and is named Ahmal. The other goes to a family in Spain; they name him Juan. Years later Juan sends a picture of himself to his birth mother. Upon receiving the picture she tells her husband that she wishes she also had a picture of Ahmal. Her husband responds “They’re twins! If you’ve seen Juan, you’ve seen Ahmal”. 

Claim Explanations (or not)
Statements below given to insurance adjusters after a claim was submitted:
“I started to slow down, but the traffic was more stationary than I thought”. 

“I was unable to stop in time and my car crashed into the other vehicle. The driver and passengers then left immediately for a vacation with injuries”.

“The gentleman behind me struck me on the backside. He thin went to rest in a bush with just his rear end showing.”

“I didn’t think the speed limit applied after midnight.”

“The indirect cause of the accident was a little guy in a small car with a big mouth”.
BOND SUBMISSION REQUIREMENTS:
In order to submit an account to a Surety Company for a bond line, the following items are required:

· Surety Survey (questionnaire)

· List of Jobs (Work In Progress)

· Company Financial Statement – Must Include



Aged Accounts Receivable 



Aged Accounts Payable



Balance Sheet



Income Statement

· Personal Financials for All Owners

· Resume of All Owners

· Bank Reference Letter

· Copies of Bank Statements to Verify Cash

Please note – companies set up under trusts are underwritten more than companies owned by individuals. Any company owned, even partially, by an irrevocable trust may not be able to get bonds since a trust cannot indemnify a surety company. Be sure to discuss your bonding needs with your attorney before setting up any corporate trusts. 

Although it is a lot of paperwork, keep in mind that a bond line is similar to a loan. The more documentation you can provide, the better off you are. Surety companies will verify references to check on the contractors character so be sure to list references that will give a positive response. 

McCormick Insurance just set up a large contractor with a $4,000,000 Aggregate Bond Line in about 7 working days. Although it usually takes about 30 days to get approval, with a cooperative insured and good documentation, it can be done quicker.  

BOND PREMIUMS & RATES:

Notary Bond: $50/With E&O $100
City of Las Vegas License Bond 1% Rate
Clark County Business License Bond 1% Rate

Contractors License Bond  4% Rate
Sales Tax Bond 2% Rate

Utility Bond 2 % Rate
ERISA Bond - $10,000 Limit 

$304 Premium 3 Year Pre-Paid

ERISA Bond $100,000 Limit 
$863 Premium 3 Year Pre Paid

NOTE: ERISA Bonds are required on ALL profit Sharing/Retirement Plans

Employee Dishonesty Bond – See Chart Below

	# EEs
	$2,500 Limit
	$5,000 Limit
	$10,000 Limit
	$25,000 Limit

	
	1 Year
	3

Year
	1

Year
	3

Year
	1

Year
	3

Year
	1

Year
	3 

Year

	2
	$100
	$159
	$100
	$196
	$100
	$271
	$183
	$495

	5
	$100
	$159
	$100
	$196
	$100
	$271
	$183
	$495

	10
	$100
	$221
	$101
	$272
	$139
	$376
	$255
	$689

	20
	$127
	$343
	$156
	$422
	$216
	$853
	$395
	$1066


Non Preferred Rates are a minimum of 1% higher than all rates listed above. 
All rates & premiums are subject to underwriting approval. 


HAPPY MEMORIAL DAY!

Our office will be closing at 12:00 on Friday 5-27 and closed on Monday 5-30. We will re-open on Tuesday 5-31 at 8:00. 

WE LOVE REFERRALS – If you know anyone that could use our services, please let us know. No account is too big or too small. 

“Life may not be the party we hoped for… but while we are here we might as well dance!”
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