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CHOOSING YOUR 
SURETY PROFESSIONAL — 
WHAT TO LOOK FOR:

Reputation and respect within the industry 

Solid relationships with surety underwriters,

including the authority to issue bonds 

Dedication to the contractor’s long-term

success 

 

Mastery of construction management and

financing 

Detailed ability to analyze financial

statements,work-in-progress, and cash flow 

expert knowledge of construction and 

contract/subcontract law 

 

Awareness of local, regional, and national

construction markets 

Experience in strategic planning and

management practices 

Involvement in and support of local and

national construction and surety industry

associations 

Membership in the National Association of

Surety Bond Producers — NASBP — means that

a surety agency, a brokerage firm, and its

employees are dedicated to the highest levels of

professionalism and expertise in surety. 

 

When a NASBP member provides you, its

customer, with a surety bond, it assures

everyone associated with a project that you have

the skills, experience, and capital to perform

your contractual obligations and in a timely

manner. In short, it reinforces your reputation

among your peers and customers. 

NASBP MEMBERS: 
PROFESSIONALS IN
SURETY BONDING
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EDUCATIONAL TOOLKIT

BUILDING

RELATIONSHIPS

A professional surety bond producer is a 

key component to helping you build strong

surety relationships. A NASBP member

understands the dynamics affecting a surety’s

willingness to support you and your business,

then creates and nurtures a successful

relationship between you and the surety

company. NASBP members know the surety

market and have expertise that’s hard 

to duplicate. 

 

NASBP comprises insurance agencies and

brokerage firms specializing in surety

bonding. Membership in the NASBP is a solid

indicator that you are working with a

specialist in this complex field. As a tangible

sign of their professional commitment, NASBP

members annually acknowledge the

Association’s Code of Ethics, which outlines

the principles members are expected to

follow in their relationships with customers

and others in the surety and construction

industries.

IMPORTANCE OF RELATIONSHIPS
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EDUCATIONAL TOOLKIT

BUILDING

CONFIDENCE 

Obtaining surety credit starts with professional

producers. Arranging bonds and a line of credit 

with a surety company requires extensive,

detailed work for every bid you submit. 

 

Each surety company has its own unique

underwriting standards and practices, and the

prequalification process can be a difficult

experience if not handled by a surety specialist.

A NASBP member can serve as an objective, an

external resource for evaluating your capabilities

and, where necessary, can suggest

improvements to help you meet a surety

company’s underwriting requirements. 

 

By belonging to the only national association 

representing specialists in surety bonding, 

NASBP members have access to the latest

surety 

and construction industry intelligence, the latest 

legal, legislative, and regulatory developments, 

and regional and economic trends. They are 

involved in on-going educational opportunities

to update their technical skills and knowledge.

IMPORTANCE OF RELATIONSHIPS
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EDUCATIONAL TOOLKIT

BUILDING

TRUST 

Your affiliation with a surety bond

professional should be initiated with

careful consideration and grow into a

relationship that’s based on 

mutual respect and trust. An ongoing

relationship with a NASBP member

means you will have the benefit of his/her

vast surety expertise, extensive

knowledge of the marketplace, and in-

depth understanding of your individual

needs and capabilities to help you build

your business and maintain and increase

your surety capacity. 

 

These professionals serve as trusted

advisors and are an integral part of your

external advisory group, which includes

attorneys, accountants, and bankers.

IMPORTANCE OF RELATIONSHIPS
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Choose a producer you can trust to

have the integrity , expertise , and

knowledge that will help your firm

grow . For names of professionals

specializing in surety bonds , contact

the National Association of Surety

Bond Producers (NASBP) at 240-200-

1270 or visit the NASBP Directory of

bond producers under “Directories ,”

“Find a Producer” at www .nasbp .org .  

 

Work with a NASBP member to build

the relationships…confidence…trust

necessary for your firm ’s future .

NASBP members offer you the

benefit of their extensive knowledge

of the surety marketplace and their

in-depth understanding of your

individual capabilities . 

NASBP Members : 

Dedicated Surety 

Professionals 

EDUCATIONAL TOOLKIT IMPORTANCE OF RELATIONSHIPS
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EDUCATIONAL TOOLKIT

AN OVERVIEW ON

VERIFYING BONDS

Your NASBP bond producer encourages you to be a knowledgeable

consumer of surety credit and to verify the authenticity of every contract

surety bond before acceptance. You can perform this important task

expeditiously by undertaking the two-step process identified below, which

will help you ascertain that the surety is licensed in the jurisdiction of the

project and that the bond has been authorized by that surety.

Consult the U.S. Department of the Treasury Listing of Approved Sureties

Department Circular 570. To write surety bonds on federal construction

contracts, a corporate surety must possess a certificate of authority from the

U.S. Treasury Department, which conducts a financial review of the surety and

sets a single bond size limit for the surety. A listing of certified surety companies

approved to provide bonds on federal contracts, known as Department Circular

570 (or the T-List), is updated twice per year and is posted by the Department of

Treasury, Bureau of the Fiscal Service, Surety Bond Section at

https://www.fiscal.treasury.gov/fsreports/ref/suretyBnd/c570.htm. Department

Circular 570 includes the business address and phone number of each listed

surety and each state in which the surety is licensed to operate.

Contact the state insurance department to determine if the surety is

admitted in the jurisdiction of the project. With few exceptions, sureties must

possess a certificate of authority from the insurance commissioner in each state

in which they conduct surety business. The National Association of Insurance

Commissioners provides a map with links to all state insurance departments,

which can be found at http://www.naic.org/state_web_map.htm. Some states

list admitted sureties on the insurance department website, but a quick call to

the department will ensure the most current and complete information.

First, check the authority of the surety to issue the surety bond:

VERIFYING BONDS
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EDUCATIONAL TOOLKIT

Additional information, such as financial strength rating and business reputation,

may be desirable to gain a broad picture of the capabilities of a particular surety.

Financial ratings may be obtained from rating organizations, such as A.M. Best

Company at http://www.ambest.com/home/default.aspx. Your NASBP bond

producer is a knowledgeable source of information about sureties and should be

consulted for review of bonds, but nothing should replace your own exercise of

due diligence regarding the authenticity of surety bonds. 

Contact the surety directly to receive verification that the surety bond has

been duly authorized. All sureties listed on Circular 570 identify a specific

contact phone number. In addition, the Surety & Fidelity Association of

America administers a program in which surety companies voluntarily agree to

receive inquiries for the purpose of verifying the authenticity of surety bonds.

Surety contact information is contained in the SFAA Bond Obligee’s Guide,

which is available at http://www.surety.org/?page=VerifyYourBond. The surety

will need specific information, such as the bond number, the name of the

principal, the name of the obligee, the amount of the bond, the execution date,

description of the project, and the name of the attorney-in-fact signing the

bond, to verify authenticity. 

Second, verify that the surety actually authorized the issuance of

the surety bond:

VERIFYING BONDS
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EDUCATIONAL TOOLKIT

WHY DO
CONTRACTORS FAIL?
Surety Bonds Provide Prevention and Protection

 

Contractor failure usually is the result of multiple

causes. Contractors may default if there are drastic

financial changes due to the economy, unforeseen

changes in job site conditions, or death or illness of

a key employee. Other factors include the

accounting issues; management issues; unrealistic

growth—changes in the type of work performed,

expansion into a new geographic area, rapid over-

expansion; and, performance issues—inadequately

trained personnel or insufficient personnel. 

 

Construction  is  a  complicated  business  that  faces  ever-changing  conditions  and

those  who  are  not  prepared  or  capable  of  meeting  these  demands  may  ultimately

fail .  Every  year  thousands  of  contractors ,  whether  in  business  for  two  or  twenty

years ,  face  bankruptcy  and  business  failure .  According  to  BizMiner ,  of  the  general

contractors  and  operative  builders ,  heavy  construction  contractors ,  and  special

trade  contractors  operating  in  2011 ,  only  stil l  were  in  business  in  2013—a  26 .24%

failure  rate .  These  businesses  leave  behind  unfinished  private  and  public

construction  projects—and  stil l  worse ,  millions  of  dollars  in  losses  to  project  owners

and  taxpayers .  Public  and  private  construction  project  owners  can  

mitigate  the  risk  of  contractor  failure  by  requiring  bid ,  performance ,  and  

payment  bonds .

Cash flow is tight or there is an inability to

forecast cash flow.

Receivables are turning over too slowly. 

Vendors demand cash on delivery for

supplies and materials.

Bills are past due. 

Company experiences profit fade.

 Ineffective Financial Management System 

Bank Lines of Credit Constantly Borrowed

to Their Limit 

All credit is fully secured.

Credit lines are not renewed. 

Supervision is inadequate.

There is an inability to administer and

collect change orders.

Projects are not completed on time.

There is a claim on one or more contracts.

Company is continually involved in

litigation.

Backlogs increase without adequate

project management resources.

Lead time to prepare bids is too short. 

Poor Project Management 

Poor Estimating and/or Job Cost Reporting 

Revenues and margins decrease over

time.

There are continued operating losses.

The company has a loss of or reduction in

bonding capacity.

Company bids jobs too low.

No Comprehensive Business Plan 

Contingency plans are not developed.

Company does not have a “road map,”

goals, or objectives. 

Events That Lead to Contractor Failure

Warning Signs That a Contractor is in Trouble

WHY CONTRACTORS FAIL
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Qualities of a Solid Contractor

According to FMI Corporation’s “What
Makes a Good Contractor?” by Stuart M.
Deibel, good contractors share these
characteristics:

Organization

Finance

Marketing

Project Control

Formal and on-the-job training for all levels
of employees 
Logical, incentive-based compensation
plan 
Tenure for proven field superintendents
and internal promotion when possible 
Depth at all levels of the organization 
Succession planning 
Up-to-date, distributed organization chart 
Culture of loyalty, ownership, and urgency 
Visionary, inspirational leadership 
Low turnover 

Solid management of cash flow and
overhead 
Profit-focused company 
Timely payment of bills 
Management of debt and retainage 
Reasonable growth without overextending
resources 

Superior estimating skills and systems to
manage costs 
Satisfied customers 
Well-defined market niche and 12–36
month growth plan 
Company culture where everyone is a great
salesperson 

Closely managed projects with early
warning systems to catch potential
problems
Litigation avoidance
Productive field managers trained to
improve processes 

Planning 
Disaster preparedness
Continuity plan with:
        adequate life insurance coverage; 
and Puerto Rico, and it has been
designated by
detailed business plan; and
strengths, weaknesses, opportunities,
and threats 

It’s a variety of successes that makes a
good contractor, and it’s a process that
happens continually. Good contractors will
heed the warning signs of failure before
the red flags go up.

Surety Bonds: A Valuable Risk 
Mitigation Tool

Surety is a unique form of insurance in
which the surety company’s financial
resources back the contractor’s commitment
to enter into a contract with an owner.
Surety bonds are a three-party agreement
among the owner (obligee), the contractor
(principal), and the surety company, and the
surety company is obligated to both
the obligee and the principal. 
 
Surety bonds provide financial security and
construction assurance to project owners by
verifying that in the surety’s opinion the
contractor is capable of performing the work
and will pay certain subcontractors,
laborers, and material suppliers. This is
especially important on public projects
where taxpayers’ dollars are at risk. 

Verifies the contractor’s ability to perform
the contract 
and fulfill its financial obligations 
Completely reviews the contractor’s
financial 
statements, capacity to perform,
organizational

Re-bid the project for completion
Bring in a replacement contractor
Provide technical and/or financial
support to the existing contractor
Pay the penal sum of the bond

Construction is a risky business, and
contractors fail for many reasons. Having a
surety as a partner often helps a contractor
prevent and avoid those risks. When a
contractor does fail, however, having surety
bonds in place ensures that the owner and
the subcontractors on the project do not bear
the full risk of that failure. 

In the event of contractor failure,
depending on the terms of the
bond, the surety may: 

During the prequalification process, the
surety: 

National Association of Surety Bond Producers(NASBP) 
www.nasbp.org 
info@nasbp.org 
The National Association of Surety Bond Producers (NASBP), 
founded in 1942, is the association of and resource for surety 
bond producers and allied professionals. NASBP producers 
specialize in providing surety bonds for construction contracts 
and other purposes to companies and individuals needing the 
assurance offered by surety bonds. NASBP producers engage in 
contract and commercial surety production throughout the U.S., 
Puerto Rico, Guam, and a number of countries. They have broad 
knowledge of the surety marketplace and the business strategies 
and underwriting differences among surety companies. As trusted 
advisors, professional surety bond producers act in many key 
roles to position their clients to meet the underwriting requirements 
 for surety credit. 

The Surety & Fidelity Association of America 
(SFAA) 
www.surety.org; 
 information@surety.org 
The Surety & Fidelity Association of America (SFAA) is a District 
of Columbia non-profit corporation whose members are engaged 
in the business of suretyship worldwide. Member companies 
collectively write the majority of surety and fidelity bonds in 
the United States. SFAA is licensed as a rating or advisory 
organization in all states, as well as in the District of Columbia 
and Puerto Rico, and it has been designated by state insurance 
departments as a statistical agent for the reporting of fidelity and 
surety experience. SFAA represents its member companies in 
matters of common interest before various federal, state, and 
local government agencies. 

WHY CONTRACTORS FAILEDUCATIONAL TOOLKIT

structure, management, trade references,
credit history, and banking relationships 
Checks that there are no “red flags” that
could lead to contractor failure 
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SuretyLearn 
SuretyLearn.org 
 Founded in 2014 by NASBP, SuretyLearn, provides valuable
resources and information for small and emerging contractors on
growing their business and positioning their business to qualify for
surety credit. Materials provided on suretylearn helps small and
emerging contractors familiarize themselves with surety industry
topics, terms, and practices. 
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SMALL BUSINESS CONTRACTOR
QUESTIONNAIRE

“Learn the language by finding a broker that helps 
you understand it, and things will be a lot better 
for you. The good surety brokers are always going 
to be by your side.”

David Castillo, Senior Vice President at Marsh

“I've seen what works for small contractors and 
what does not, and for most of the ones who have 
made it,it’s had to do with their tenacity and passion 
for growing their business, but it also has to do with 
the choice of advisors that they rely on day-to-day 
so they can build their business—their surety broker, 
their CPA, their banker, their attorney, their 
insurance broker. From a bonding standpoint, we 
help businesses grow; from an insurance 
perspective, we protect their assets ”

Josh Etemadi, Assistant Vice President of Construction 
Bonds, Inc.

A bond producer matches a contractor with

a surety company that is best suited to

serve and to understand the contractor ’s

unique needs and circumstances. In

addition , a bond producer guides the

contractor through the bonding process

and assists the contractor in preparing the

construction company ’s financial

documents for submission to the surety and

to meet the surety ’s underwriting

requirements. Bond producers can suggest

how to improve the contractor ’s

documentation to meet the surety ’s

underwriting requirements , which are

unique to each surety.  

 

This simple form acquaints contractors with

the information they may be asked to

provide when they initiate a relationship

with a surety bond producer. In fact , an

NASBP bond producer may provide this

form to the contractor during an intake

interview. 

CONTRACTOR QUESTIONNAIRE
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IT’S MORE THAN A MAJOR  
CONSTRUCTION PROJECT.  
IT’S YOUR REPUTATION ON DISPLAY.  
 
Anything can happen on a construction project. And everything reflects back on 
you. Your reputation is built on what you build, regardless of the issues or 
obstacles you face along the way. 

When it comes to assuring project outcomes, you need a reliable, qualified team 
that delivers results. But how can you determine who’s best qualified to do the job 
or how can you account for the unexpected–missed deadlines, defaults or illness? 
 
That’s where a surety bond comes in. It’s the one risk mitigation product focused 
on making sure the contract is completed and the project succeeds. 
 
Surety guarantees performance and protects your reputation for success. 
 
 

 

The stakes are too high to skip surety bonds: 

 Non-residential construction spending in the U.S. is projected to reach $567 billion 
by 2021. (Statista)  

 The business failure rates among construction companies is 1 in 4. (Based on 

2011-2013 BizMiner study of more than 950,000 general contractors, operative 

builders, and heavy construction and special trade contractors) 

 The surety industry protected more than $600 billion in contract and commercial 
surety exposure in 2017 alone. (The Surety & Fidelity Association of America) 

Surety. Be Guaranteed to Succeed. 

[Company Logo] 

[Contact Info] 
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The National Association of Surety Bond Producers (NASBP) is a national
trade association whose membership includes firms employing licensed

surety bond producers placing bid, performance, and payment bonds
throughout the United States and its territories. NASBP members, known

as bond producers or surety agents, play a vital role as advisors and as
educators of contractors to help them meet underwriting requirements

for surety credit. The bond producer serves as a trusted advisor and
integral member of the contractor’s informal advisory team, which also
includes an attorney, accountant, banker/lender, and surety company. 

 
For more information and additional resources, please visit:

SuretyLearn.org. 
 

For more information about NASBP, please visit the NASBP website,
NASBP.org 

 
To see how surety can help you succeed, please
visit, https://www.nasbp.org/guaranteed/home 

 

National Association of Surety Bond
Producers (NASBP) 
7735 Old Georgetown RD., Suite 900 
Bethesda, MD 20814 
240.200.1270. 




