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Disclaimer 

The National Association of Surety Bond Producers (NASBP) publishes this document for our members and other 
interested parties for information purposes only. The contents of this document do not constitute legal advice. 
The document provides general information, which may or may not be correct, complete, or current at the time 
of reading. The content is not intended to be used as a substitute for specific legal or other professional advice 
or opinions, and you should not rely on the information contained herein without seeking such specific advice. 
NASBP expressly disclaims all liability relating to actions taken or not taken based on any or all contents of this 
document. 

 

Antitrust Statement 

NASBP believes in fair and honest competition and adheres to a stated antitrust policy whereby NASBP is 
committed to full compliance with the letter and spirit of federal and state antitrust laws. The NASBP Antitrust 
Policy can be accessed by clicking here.  
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Introduction 
This brief guide is designed to help new in-house administrative staff reach a general understanding of the 
basics of the surety bond form, including important terms, key items to check when executing a bond, and 
potential changes to a bond. 

Chapter 1 – What is a Surety Bond Form? 
A surety bond is a promise to be liable for the debt, default, or failure of another. A surety bond is a legally 
binding, three-party agreement by which one party (surety) guarantees the performance of a second party 
(principal) to a third party (obligee).  

A surety bond is a written instrument that does not stand alone but rests on an underlying contract or 
obligation. A principal purchases a bond because it is required by statute, regulation or a specific agreement 
with another person/entity who requires a guarantee that a contract or obligation will be fulfilled. 

As a practical matter, a surety bond is also an instrument of prequalification, representing that the principal has 
been examined by the surety and found to be qualified to complete the contract obligation. 

Key points: 

a. Legally binding document 

b. Refers to underlying agreement, statute or regulation 

c. Not a stand-alone agreement 

I. Main Clauses  

There is no such thing as a single surety bond as we think of standardized forms for insurance policies. There are 
thousands of varieties of surety bonds. Fortunately, each surety bond has some fundamental clauses, although 
even the wording of these clauses varies from form to form, the essentials are generally: 

1. The Binding Clause: This clause typically starts with the words “KNOW ALL MEN BY THESE PRESENT(S),” 
and then names the three parties to the bonded obligation. 

Key points: 

a. Unites the principal and the surety under their obligation to the obligee. 

b. A sum of money, known as the bond penalty, is usually specified as the amount of guarantee. 

2. Condition Clause: Typically starts with “THE CONDITION OF THIS OBLIGATION IS SUCH THAT” and then 
states the nature of business the principal has entered into and is guaranteeing or obligated to. 

Key points: 

a. Identifies the underlying agreement that the bond guarantees and can reference the number of a 
contract, statute or regulation. 

b. This clause, in effect, tells what the underlying agreement is all about. Only in rare instances does 
the condition clause completely outline the terms and conditions of the underlying agreement to 
be bonded. 

c. Reference is often made to the underlying statute, ordinance or regulation. These can be looked 
up through an Internet search engine to gain clarification of the bonded obligation. 

3. The “NOW, THEREFORE” Clause: States that the principal shall comply and perform its obligation pursuant 
the terms of the underlying agreement. 

Key points: 
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a. States that if the principal performs the obligation, the bond terminates according to the 
underlying contract or date specified in the bond form. 

b. If the principal fails to perform the obligation, the bond remains in force and may be the source of 
recovery by the obligee, if the principal is unable to perform or pay the penalty for non-
performance. 

4. “PROVIDED, HOWEVER” Clause (if any): There are many instances where bond language is conditioned to 
provide an additional measure of comfort to the surety. These conditions may include the insertion of a 
cancellation provision that allows for a definite expiration date or a number of other items that impose 
added control measures. Although not fundamental characteristics of all bond forms, these conditions 
generally follow language commonly referred to as the “provided, however” clause. 

Key points: 

a.  Identifies how the bond can be terminated by a specified expiration date or by a cancellation 
provision. 

b. If specific expiration dates are used, states a bond may be continued by a continuation certificate. 
c. Specifically states that the liability of the surety is the face amount of the bond regardless of the 

number of years in effect or premiums paid so that the surety’s exposure is limited to the face 
amount of the bond. 

d. Typical cancellation provisions provide that the surety can cancel the obligation by providing 
written notice to the obligee with 30, 60, 90 or 120 days’ notice. 

e. Cancellation requirements can require written notice to be sent by certified mail to a specific 
obligee address and/or contact. 
 

5. Signed and Sealed Dates: Signed and sealed dates on a bond, power attorney and notarial 
acknowledgement (if required) must be uniform. If the bond does not specify an effective date, the signed 
and sealed date is assumed to be the effective date.  

Key points: 

a. The effective date identifies the trigger date by which the surety’s liability begins. 
b. Consistency in the dates on the bond, power of attorney and notary acknowledgement (if 

applicable) are key in most situations to having the bond accepted by the obligee. 
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Figure 1.1: Key clauses in a license/permit bond. 
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II. Where to find the bond form in the event the client or obligee does not have one. 

There are a variety of resources available within the surety industry and on the Internet where you may be able 
to find a required bond form if your client fails to provide a copy of the form with the bond request, including: 

1. Surety underwriter: Most sureties provide bond producers with access to their website, where they may 
have a bond form library. 

2. Surety technology vendor site: If your firm uses a third-party vendor to manage and execute bonds, such 
vendors typically provide a bond form library as part of the licensing agreement to use its system. 

3. Obligee website: If the obligee is a public entity (city, municipality, state, county or other government 
agency), most have a bond form library on their website. Often you can use the search field within its 
website and type in the name of the bond you are searching for or the particular regulation or statute 
code to find the bond form. 

4. Internet search engine: It is becoming increasingly easier to find bond forms through a search engine, if 
you know the regulation or code number associated with the underlying agreement. As an alternative, you 
can search by the name of the bond form and the obligee, which will provide links to the obligee’s website 
for further searching. 
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Chapter 2 – Prepare to Execute the Bond 
I. Make sure you have all information needed to execute the bond. 

1. Legal entity name of principal(s) to be named on bond. It is always a good idea to verify the exact 
principal name, especially if your client uses a trade name instead of its legal name in standard email 
correspondence (i.e.; Inc., Incorporated, Co., Company, and LLC are often left out of trade names). 

2. Corporate or location address. In some cases, particularly license or permit bonds and utility deposit 
bonds, the location of the client needs to be referenced on the bond instead of the client’s corporate 
address. In other instances, it is the corporate address instead of the location. This is stipulated by the 
obligee. Please confirm with the client which address is correct. 

3. Bond amount. Confirm the exact bond amount with the client. 
a. Bid bonds are often issued for a percentage, although they are typically approved based on the 

contract amount. In some cases, bid bonds are issued for a flat dollar amount (i.e. supply/service 
contracts). 

b. Court bonds can be issued for an amount to include attorney’s fees and costs. 

c. Some statutes/regulations require the bond amount to be a higher percentage than the underlying 
obligation, i.e., Release of Lien bonds. 

d. Contractor project-specific tax bonds are set at a percentage of contract value. 

4. Description of obligation/permit/bid number, etc. 

a. Check the underlying agreement for this information. If you are uncertain of the permit or contract 
number, verify the information with the client. 

b. This information will be needed particularly if you are using a generic form provided by the surety, 
as you will need to reference this information on the bond form. 

5. Effective date/bid date/contract date 

a. Check the bid specification or underlying agreement for this information. If you are uncertain of the 
required dates, verify the information with the client. 

b. Dates must be on or before a bid date. 

c. Dates must be on or after a contract date. 

d. You cannot backdate a bond without surety approval. 

Key points: 

a. Verify the principal’s exact legal name. 
b. Verify the correct address for the principal. 
c. The effective date of the surety bond must be either on or before a bid date or on or after a contract 

date, depending on the type of bond. 
d. If uncertain of any information, verify with the client. 
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Chapter 3 – Execution of Bond and Checklist 
I. In order to complete the bond form, it is first necessary to procure the appropriate bond form (as discussed 

in Chapter 1). While the main clauses are the same, each bond form is slightly different in terms of where 
required information may be placed in the document. Standard required information on each bond includes: 

1. Bond number (obtain from surety) 

2. Principal’s name and address, including county and telephone 

3. Principal’s state of incorporation 

4. Surety’s name and address, including county and telephone 

5. Surety’s state of incorporation 

6. Obligee’s name and address 

7. Bond amount, written out and in numbers 

8. Bond requirement, description of job/work, and location 

9. Signed/sealed date/execution date 

10. Effective date 

11. Expiration date 

12. Seal 

13. Principal’s Signature 

a. Attest 

14. Attorney-in-fact’s Signature 

a. Witness 

15. Countersignature (A non-resident license may be required in some instances; in others, a resident 
license may be required: i.e., California Department of Insurance requires a resident agent signature, 
though a counter-signature by a licensed agent should be legally sufficient.) 

16. Notarial acknowledgement of surety/principal or both 
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Figure 3.1: A sample bond form with items to be filled out marked. 

  
 

 

1. 10. 

2. 

4. 

6. 
7. 

11. 

9. 
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13

 
  

8. 

12
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1. 

2. and 3. 

4. and 5. 

6.
 

7. 

8. 

9. 

12. 

12. 

13. 

14.

 
  

13a. and 14a. 

Figure 3.2 (below): A second sample bond form with items to be filled out marked. 
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Key points: 

a. Each bond form is different. 
b. Forms must be read carefully to ensure that all standard information is in its proper place. 
c. Some states or owners may require additional information on the bond. 

16

 
  

16.

 
  

16.
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II. There may be a variety of attachments to the bond form; and it is very important to ensure that the form not 
be submitted to the surety without all required attachments. 

1. Power of attorney: An instrument authorizing one person or corporation to act for and obligate another, 
to the extent expressed in the instrument creating the power. In corporate suretyship, an instrument 
under seal that appoints an individual as an attorney-in-fact to act on behalf of a surety in executing 
bonds. Sureties tend to each have their own power of attorney form, each with different language. 

Key points: 

a. Always confirm power of attorney is not expired. 

b. Verify the name on the POA as it must match exactly to attorney-in-fact signature. 

2. Certificate of Authority (Ohio and California): A certification issued by a State Insurance Commissioner’s 
Office evidencing the authority of an insurer or surety to transact business in a particular state. 

Figure 3.3: Certificate of Authority for Ohio. 
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3. Certificate of Solvency (New Jersey and Texas): A document that attests to the solvency of an insurance 
company and its ability to meet it long-term obligations. Language such as “meets applicable capital and 
surplus requirements” is common in these documents. 

Figure 3.4: Certificate of Solvency for New Jersey. 
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4. Short Form Financial Statement (Ohio, New Jersey and New York): A one-page, condensed financial 
statement of an insurance/surety company reporting assets, liabilities and surplus as regards to policy 
holders. 

Figure 3.5: Short form financial statement 
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5. Corporate Acknowledgment with Surety Notarization: Acknowledgment before a notary public that an 
officer or attorney-in-fact is officer signing in his or her authorized capacity on behalf of a corporation. 

Figure 3.6: Corporate Acknowledgment with Surety Notarization 
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6. Assumption of Liability Certificate: A certificate provided by the surety carrier to amend the underlying 
writing company. Also known as a transition rider, this certificate is most commonly used in cases of 
surety acquisition, etc. 

Figure 3.7: Assumption of Liability Certificate 
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III. Reporting of executed bond. 

1. Report bond to surety within surety/agency guidelines 

Typically the contract between the surety and agency specify time conditions as to when the bond must 
be reported to the surety, usually within 24 hours of issuing. Since the surety’s liability begins with the 
effective date of the bond, the surety must be made aware of its exposure immediately. 

2. Invoice bond per agency guidelines 

Agencies set their own invoicing requirements. Some may require that the bond be invoiced and that 
the invoice accompany the bond when provided to the client. Others may require that all invoicing be 
done on a weekly or monthly basis. Confirm your agency requirements and follow accordingly. 
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Chapter 4 – Changes to the Bond, Underlying Contract or Extensions 
Once a bond has been executed and reported, it may still be amended for a variety of reasons and in a variety of 
different methods. 

I. One of the most common ways to change an existing bond is to issue a rider, typically either in the form of a 
change rider or an increase/decrease rider. Riders can be issued to change the following: 

1. Principal name 

2. Address of principal or surety 

3. Changes (increases or decreases) to the bond amount 

4. Effective date of the bond 

5. Bond number 

6. Misc. – (There are way too many miscellaneous changes to name them all. A few examples: add or 
delete locations covered; add or delete persons covered, such as a schedule of employees, etc. (if 
applicable) 

Key points: 

a. The rider needs to state specifically that you are changing one thing “from” what was originally 
stated “to” what it should state going forward. 

b. It is important to know the effective date of the change and reference it on the rider. 

c. Some obligees require that a rider be issued on their own specific form. 
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Figure 4.1: Typical Change Rider 
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Figure 4.2: Increase/Decrease Rider 

 
II. Contract Modifications 

Other typical amendments to the original bond form include the reduction of retainage and the surety’s 
consent to final payment. 
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1. Reduction/partial release of retainage: The underlying contract of the bond may allow for a reduction of 
retainage percentage (typically held in the amount of 5% to 10%) upon the completion of a certain 
milestone in the project. 

Figure 4.3: Sample Reduction/Partial Release of Retainage* 

 
*Form is copyrighted by the American Institute of Architects. Sample is included pursuant to a special license 
issued to the National Association of Surety Bond Producers by the American Institute of Architects. 
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2. Consent of surety to final payment: This is issued at the end of a project. The consent states that the 
obligee reserves its rights under the bond and the surety company agrees the final payment will not 
relieve it of any of its obligations. 

a. It is a good practice to obtain the final contract price from the client so that the bond can be closed 
in a timely manner by the surety. 
 

Figure 4.4: Consent of Surety to Final Payment* 
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*Form is copyrighted by the American Institute of Architects. Sample is included pursuant to a special license 
issued to the National Association of Surety Bond Producers by the American Institute of Architects. 

III. How to renew or extend a bond 

While many bonds are continuous, meaning that the surety is bound until the principal has performed the 
obligation and the obligee has released the bond, other bonds are written for a specific time period and 
must be continued or renewed in order to remain in effect. 

1. Continuation Certificates: In some cases a bond will have an expiration date shown on the bond form in 
the “Provided, However,” clause. The bond form will usually state if the bond can be extended with the 
use of a Continuation Certificate. In most cases, the certificate will extend the term of the bond for a 
period of one year and must be filed with the obligee each year the bond is required to be in force. 

Figure 4.5: Continuation Certificate 
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2. Renewal Bond: In some instances, the obligee may stipulate that a new bond is required every year. In 
these cases, a renewal bond will need to be issued. Generally, these bonds are issued on the same form 
and with the same bond number as the originally executed bond. 

a. Power of attorney, certificate of authority, certificate of solvency, financials, countersignature and 
acknowledgements will be required again. 

3. Verification/Validation Certificates: In some instances, the obligee may request verification/validation 
that the bond remains in effect. Generally these bonds are continuous in nature; however, when 
verification/validation is requested, refer to the originally executed bond for verification/validation 
information. 

b. Power or attorney, certificate of authority, certificate of solvency, financials, countersignature and 
acknowledgements will be required again. 

Figure 4.6: Sample Verification Certificate 
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4. Continuous Bond: The phrase “otherwise it shall remain full force and effect” confirms the bond remains 
in effect without renewal documentation. Most continuous bonds require some type of release in order 
for the bond to be cancelled. 

Figure 4.7: Sample Continuous Bond 
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Chapter 5 – Electronic Bonds 
I. Electronic bid bonds are becoming more prevalent and are currently used by the majority of State 

Departments of Transportation. Some cities in Ohio, parishes in Louisiana and universities are now 
trending toward electronic bidding/bonding as well. 

1. In order to provide electronic bonds, you must first be registered with a proper platform (e.g., 
Surety2000 or vendor-based systems such as SurePath, Erlon, etc., or directly with a particular state 
through its proprietary system). 

2. Confirm you, as agent, have proper credentials (electronic/digital signature, electronic powers of 
attorney, etc.) as required by your system of choice. 

3. Confirm your contractor is properly registered with your system. 

4. Prepare the bond following the same guidelines outlined in Chapter 3, adjusting the data to include 
the electronic specific information such as contract’s electronic identification number, contractor’s 
electronic identification number, as required. 

5. System will generate a Bond Validation Number (BVN) that you will transmit to the contractor for 
input into its electronic bid submission. 

Key points: 

a. You will still need to comply with the surety’s guidelines for contractors/clients in terms of surety 
approval and working within lines of authority. 

  

National Association of Surety Bond Producers – Bond Execution Guide – 2016  
 



Glossary 
Aggregate liability – The maximum liability of a surety for losses in a given time period for a particular bond or 
series of bonds for a principal. 

Annual bond – A bond written to cover contracts, bids, license or other obligations during a 12-month period or 
for a period terminating within a fiscal year. 

Application – A questionnaire that must be completed, when required, by an applicant for a bond. It gives the 
surety information about the applicant and contains the agreement to indemnify the surety in the event of loss, 
as well as promise to pay the premium. 

Assumption of Liability Certificate – A certificate provided by the surety to amend the underlying writing 
company. Typically occurs in cases of surety acquisition, etc. 

Attest – To bear witness to; to affirm to be true or genuine; to certify. 

Attorney-in-fact – The holder of a power of attorney granted by a surety company empowering the execution of 
a surety bond on behalf of the company. 

Bid bond – A bid bond from a surety company is provided as the basic instrument of prequalification. 
Prequalification, in this context, means that the surety has investigated the contractor sufficiently to be 
convinced that it can safely issue a bid bond on a given project. The bid bond is an indication that the surety has 
determined that the company has the ability to carry out the work necessary for the project. Primarily, a bid 
bond provides the owner a means to recover the cost of having to repeat the bidding process when the awarded 
bidder is unable or unwilling to perform. A bid bond does not guarantee any portion of the construction. 

Bond penalty – The dollar amount for which a bond is issued. (See also Penal sum.) 

Bond validation number – Used in conjunction with electronic bidding/bonding. This number confirms to the 
obligee that the electronic bid/bond submitted is “valid” or approved. 

Bound – Under a legal obligation, liable. 

Cancellation provision – Clause in a bond permitting a surety to terminate future liability by giving written 
notification to the obligee. 

Certified copy – Reproduction of a document that the authority having custody of the original signs and attests 
that it is a true, genuine and authentic copy. 

Certificate of authority – Issued by a state insurance commissioner’s office evidencing the authority of an 
insurer or surety to transact business in a particular state. 

Certificate of solvency – Attests to the solvency of an insurance company and its ability to meet its long-term 
obligations. 

Collateral – Anything of value pledged with the surety to secure it against loss by reason of default of the 
principal. 

Commission – Money paid to a bond producer for placing business with a surety or insurance company. 

Condition – Technical name of the part of a surety bond defining the guarantee. 

Continuation certificate – A certification of continuation of a bond for an additional term beyond its stipulated 
termination date. (See Renewal.) 

Continuous –A bond that does not terminate but is intended to continue from year to year unless one of the 
parties delivers notice of termination in accordance with the termination provisions of the bond. 

Contract bond – Guarantees the performance of obligations assumed under contract. Used most often in 
construction contracts but does also apply to other industries. 
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Contract price – Mutually agreed upon total amount that an owner pays to a contractor on completion of the 
contract, in accordance with contract terms and conditions. 

Contract modification – Written or mutually agreed upon changes or alterations made to a contract. In 
construction contracts modifications usually are issued through a change order. 

Corporate acknowledgement – Acknowledgment before a notary public that an officer or attorney-in-fact is 
signing in his/her authorized capacity on behalf of a corporation. 

Corporate surety – A corporation licensed under various insurance laws, which under its charter has legal power 
to act as surety for others. 

Corporation – A legal entity, separate and distinct from the employees or people who own it (stockholders), 
chartered by a state or the federal government to conduct business. 

Co-surety – One of two or more surety companies directly participating in a bond. Their obligation to the owner 
is joint and several but often a limit of liability for each surety is stated as between themselves. 

Countersignature – Signature added after another’s to authenticate a document. (State and local laws 
sometimes require countersignature on bonds by a licensed agent.) 

Cumulative liability – When a bond is cancelled or its term has “expired” and another bond is issued to replace 
it, the surety company is exposed to the possibility of a loss equal to the aggregate sum of the subsequent 
bonds. Also referred to as stacking liability. 

Digital signature – Binary code that, like a handwritten signature, authenticates and executes a document and 
identifies the signer. A digital signature can be sent only as part of an electronic document or message. 

Discharge – Release or removal of an obligation or liability. 

Effective date – Date from which bond coverage is provided. 

Expiration – Date on which a bond will cease to provide coverage. 

Financial guarantee – Bond guaranteeing payment of a monetary obligation, e.g., lease bonds, utility deposit 
bonds. 

Fixed penalty bond – A bond in which the amount of liability is defined. 

Forfeiture bond – A bond in which the entire penal sum is forfeited if the condition of the bond is breached, 
regardless of the amount of loss or actual damages. 

Full force and effect – A phrase verifying the bond is current and valid. 

General indemnity agreement – A contract entered into between an indemnitor and the surety in which the 
indemnitor secures the surety against any loss the surety may sustain as a result of having issued the bond. (Also 
known as “indemnity agreement.”) 

Indemnify – To compensate the surety for loss sustained by the surety as a result of having issued the bond. 

Joint and several – Sureties bind themselves jointly and individually to the obligee(s) so that the sureties may be 
sued either together or separately for enforcement of the bond. 

Jurat – Acknowledgment form that may be used by a notary public affirming authenticity of signatures when an 
individual is signing a legal document. 

Liability – Legally enforceable obligation. 

License bond– Used interchangeably with the term “permit bond” to describe bonds required by state law, 
municipal ordinance or regulation, to be filed prior to the granting of a license to engage in a particular business 
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or a permit to exercise a particular privilege. Such bonds provide payment to the obligee for loss or damage 
resulting from violations by the licensee of the duties and obligations imposed upon him/her. 

Line of authority – The authority granted by a surety to an agent to issue bonds for an account or accounts 
within specific limits. 

Miscellaneous indemnity bonds – Bonds that do not fit any of the well-recognized categories. Bonds in which 
the obligation is a promise to pay contingent on some event occurring. 

Notary acknowledgment – Formal declaration made in the presence of a notary public by a person who has 
signed a document. 

Obligee – The party in whose favor a bond runs; the party protected by the bond against loss. An obligee may be 
a person, firm, corporation, government or an agency of a government. 

Open penalty bond – A surety bond written without a limit on the liability of the principal or surety. Under the 
regulations of the federal government and the laws of many of the states, surety companies are not permitted 
to obligate themselves on any one bond for an amount greater than a specified percentage of their capital and 
surplus (qualifying power). Consequently, many open penalty bonds read to the effect that “the surety 
hereunder obligates itself in an amount equal to the maximum amount for which it may legally bind itself.” 

Ordinance (regulation, statute) – Regulation of a governmental body. 

Payment bond – The payment bond provides security for payment for labor and materials incorporated into the 
project by certain laborers, subcontractors, and suppliers. Who is a proper claimant under a payment bond is 
typically restricted or limited by statute, the contract, or the bond. 

Penal sum – The maximum amount for which a surety company may normally be held liable under the bond. 
(See also Bond penalty.) 

Perform – Fulfill an obligation to complete a contract or task that has a penalty for failure. 

Performance bond – A performance bond provides a guarantee that, in the event of a contractor’s default, the 
surety will either complete the work, make funds available to finish the construction, or reimburse the bond 
obligee for the damages arising out of the contractor’s default. If the contractor fails to perform its work in 
accordance with the plans and specifications, the owner, which has itself performed its contractual obligations, 
has a right of action against the surety to secure the completion of the project and enforce the owner’s rights 
under the contract. 

Permit bond – See License bond. 

Power of attorney – Instrument authorizing one person or corporation to act for and obligate another, to the 
extent expressed in the instrument creating the power. In corporate suretyship, it is an instrument under seal 
that appoints an individual as an attorney-in-fact to act on behalf of a surety in executing bonds. 

Premium – The fee to be paid for the bond, e.g., the cost of the bond. 

Principal – The one who is primarily bound on a bond. In a contract bond, the principal is the contractor; for a 
public official bond, the principal is the public official; for a fiduciary bond, the principal is the administrator, 
executor or guardian; for a license bond, the principal is the one to whom the license is issued. 

Rate – The cost of a unit of bond coverage. Such unit is usually in the denomination of $1,000 (given as dollar 
per thousand or as a percentage, i.e., $10 = 1%). 

Renewal – Continuation or invoicing to renew a bond for an additional premium term rather than issuing a new 
bond. (See Continuation certificate). 

Release – The giving up or surrendering to another a right or claim or privilege; abandonment of a claim. 

Rider – A form changing or adding special provisions to a bond. Sometimes called an endorsement. 
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Seal – Metal stamp that makes an indelible impression on paper and is used as a mark of authenticity on legal 
documents. 

Short form financial statement – A one-page, condensed financial statement of an insurance/surety company 
reporting assets, liabilities and surplus as regards to policyholders. 

Signed sealed date – Date a bond is executed (signed) by the surety’s attorney-in-fact with the surety’s 
corporate seal affixed. 

Stacking liability – See Cumulative liability. 

Stand-alone agreement – An agreement or contract that provides its own terms and conditions. 

Subcontract bond – Required by a general contractor of a subcontractor, guaranteeing that the subcontractor 
will faithfully perform the subcontract in accordance with its terms and conditions and will pay for labor and 
material incurred in the prosecution of the subcontracted work. 

Surety – A person or corporation bound or obligated for the payment of money or the performance of an act or 
duty to another. 

Term – A period of time for which a bond is issued and its liability is outstanding. 

Termination – The formal ending of a bond or agreement by its natural expiration, cancellation or release by 
parties. 

Treasury limits – Qualifying limits imposed upon surety companies by the United States Treasury Department. 
To be an acceptable surety on bonds in favor of the United States, the surety must qualify financially under 
regulations of the Treasury Department, which annually issues a list of companies so qualified, the underwriting 
limit of each, the states in which each is licensed, and other data. The underwriting limit is frequently referred to 
as the qualifying power, which is equal to 10% of the capital and surplus of the surety. 

Undertaking – A guarantee, pledge or commitment – a bond is an undertaking of the surety. 

Underlying agreement – An agreement or contract providing terms and conditions guaranteed by a bond. 

Underwriter – An individual who has the responsibility of making the decision regarding the acceptability of a 
particular submission and determining the conditions under which the submission is acceptable. 

Validation certificate – A document that authenticates a surety bond. 

Verification certificate – Confirmation that the bond remains in full force and effect. Typically used when 
continuous bonds are on file and obligee requires confirmation bond is in effect. 

Witness – A person present to verify an event; e.g., witness to the signature of a principal or surety on a bond. 
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