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A8 THE GLOBAL economny changes,
‘mead t3 provida bondg in ancther
ry o LS -domiciled companlas
rerasge. Whal do you do when
higgest 115 rlent teads & hond
nther country? Thiz arlicle out-

d States.

2 are tha majority of
natie bonda written?
_ Armerica Is vne of Lhe lag-

bond rmarkets ocutaide of
LIL5. Some of the largesat mar-
neluda Maxico 15802 million
1013, Brazil (E50E€ million}, and
arrbia 3473 millllan), sccording
Swigg Re 2014 rapoT, ~Trade
dit insurance & surety: 1aking
afterthe inanzial crisls”
réty bonda are alao uaad through-
urope although beank guerantess
re used axtensively. Asls (s primardly
bank guarantes market although there
abla suraty mearcets in South
and Japan. Afica and the Middle
-are alnost exchelvely bank guar-
tan marksts
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What are the mest coMmmon
types of intarnational
commearcial bonds® Are
Internatonal bonds
typically ragulatad by
underlying contracts or
guovernmen regulationst
Performeance bonds sre the most
common but, depending an the coun-
try, adwence payment, customs, son-
cesslon, tax payreant, tax appeals,
and other typas of court bonde are
uaead_ Warrarty bonds are elao arm-
oy i Latin Asnesrics and issuesd
along with parformance guarantaes.

haxico uses s wida range of suraty
bonds that cames close towha: we
sealn tha LLE. In the Maxican surety
miarkat, oo wall oo moost of Latin
Amarice, bond formz are tightly
congrolled and writtan an prescribed
forms. Many of thess bonds are
requirad by atatuts, and there s little
or nis deviation from the underwr ting
requirameants and bond forns.

Ir most Curzpaan countriss, surety
Is & rather wall-dafined but namaow
makat where only a handiul ot

statutory bonceg, such as customs
bonds, arewriten. Privae contracts
typlcelly requine lettars of cradit as
opposad to a bond, end, if 8 bond iz
s antion, it et be magntiatad inko
the contreet. These cubsaiitube bonds
aften look ke & conditfonal letter of
credit and typically ars tallored to
the contract.

What do producens nead to
knmoaw to support thelr cllante”
wanture ot of the ULS.7
Obrtaining nfornsstion up Mroni besfores
atternpting a placameant cuts!/de the
LS. Iz keyto setting realistic sxpsc-
tations forwha: can be done and for
satlefeing your cllant. Same of the
moat mportant information roocded
includes:
g Country the bond I8 10 be Nled n.
bl Tirne frame im which the kond ia
needed [B-10 daye Iz a misinnum
turs-araand. dapanding on countes.
of Whatlethe abligztion belng guar-
antead? Can this ke gusrantsed by
amother form of securty, such as
a letter of credit’

Seeking a job in the surely indusiry?
Searching for a surely professional
to fill a position?

d} Are the undeclying documents
iband tomifcontract) in English
or Iz a trenalation naeded?

a) Who iz the bond beneficlaryobli-
gera? Mnaez the ahliyas roditinaly
accapt surety bonds or s thiz a
neens Instrunmant?

fl The uzual flmencle Information,
agwould be required fora domes-
tic caae.

gl Prewvious experienca with forelgn
bondz and mansgamnanteparties
sutalde of the J.5.

This Inlorration s critical W yowr
abl ity tc zet proper expactatdonewith
your clients regarding thel ability to
gata bod ine particular country. the
time needed to do 2o, and what sddi-

tiomal inforrmation moy bo oodsd.

Wihar does a preducer nead oo
know about Indemnity required
to support a forelgn bond?
Many standard Indemnity agree-
mente now heve language thet cov-
ars bonda ssued in forelgn locales,
whathet through fronting compenles
or through the surety’s own horelgn

[ary job ssakecs and armployers are discovering the advantages of searching onling Ter surely

band prodecer pbs @nd gaalified candidetas to Till hem.The NASEF Caeer Canler wwas craaled
o give surety bond produser amplovers and job-seaking professionsls a beter wey 10 lind each
other and makethat parlast fit.
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gubaiciaries. In some cazes, howaver,
ridere or amandmearts to the inder-
nity ayreement may be necessary.
Further, Indemnity from the forelgn
& Iheidiary of tha coatnmear, s innd
princlpal, may be required, depand-
Ing enthe suraty's atsndard practices
or ag aresLht of that forelgn country's
regulstory or legal enviromment.
There iz en advantane to thesurety
In having *local Indemnity ™ Ir ordar
te menage diaputee and mtigate
legsee, as the concepts and pre:z-
edenls in U5, surely law may ol
be applicable Inforalgn jurdsdiztions.
Tha options avalablz to the surety in
a forelgn dalm may be lirmked sia-
nificantly without “lecal Indamnin.”

What are common practices

for mizigeting risk azsociaved
with the jurisdictional law?
Many underwriing companiea have
aztahlizhad cnontre-apacifie ndam-
nity agreements as a sterting polit
In Indemnky negotistions. That said,
the Involvernent of ecparts, whethar
intarmal resources ot the underwrt-
Ing compary or external counael, s
critica to asurety's afforts to rritigate
riek Whnwill hear thasa arddad mnate
gnould be part of any discussion ralet-
ing Lo foreigen Irdsanily.

fAre bond amount: set at

100 percent of the costract or
are they percentage bonds?
Parcantags bonde are rmora comman
then 110% bonda; howeawver, this doss
wary slignilicanty. In Laln America
234 to B0 of the contract s faldy
camman, but typlcal supply contract
and sdvance peyment bonds are
gat at 100%. Im Eurcpe the percert-
ogoa arg lewor (18 2090 but thoso
bonds tend to ba more like leters of
credit and subject m unzondilonal
demands by the obl gees.

Wil the L.5. surely market
suppert dients that nead

only intomatisnal bomda?

Most carriers preferto writa Interna-
tinnal abigetiore torprincipalevwherne
they have domestic business te offast
the Internetional fsc. Howeawer, cer-

riera will ranridar daing a ana-nff

International bond, depanding onthe
glze and scope otthe obligation, the
country In which the band k& needed
anc the yrindpal’s finenclal metrics.

Corraeprsndimghy, the quslifiestinmn
requirements wil vary depanding
an the raturs of the cbligstion and
country Inwwhich the bond lzrequired.
Camlers typleally look for & working
carital postion of $30 milllon to
S0 milliyn beforathay zonaldar 11tar-

net'onal obligationa.

B International bonds hawve
cancellation previsions in

the bond form? Are bonds
closed put st completion

or are certificates of
comnpletien or othar forma

of relesses required?

A lot depends on the rype of band,
but, 8z &8 genaeral rule, many for-
aign bonds requre & releaze from
the obliges. Cancallation providons
are moke commoen [n private son-
tracts, but of:en, thers are forfelturs
requiraments In the event te pAnci-
p&l g urable to replaca the bond. In
countries guch sa Masico, thers are
statutory requiremants that & surety
nhtaln £ ralames aned avldencs that
substanates completion o’ the prin-
cipul’s wbllgation belore @ somd can

be closed.

What trigpers a bond claim in
an International bond?

It le common to eea “on damsnd”
language in bonds lzzeed cutzlde of
the U8 —womnelines reguiring Lhes
suraty to pay within three buainess
days. These clausss tend to be most

comman [n bonds that require the
suraty to pay uncondiionally in
the event of a clalm made sgalrat
the band. While there lzn't a etan-
rard parind nf firma that soratias will
deamacceptablae, itie rare toaceept
payrnent termashortar than ten busi-
ress days.

In summary, the Internatioral
suraty bond merketplece iz bath
complas s growdng: entrance Imto
Iz ghould not to ba undartakan ligh:ly
or qu ekly. The MASEP Commerclal
Surgly ant InLemlionagl Cormmilless,
composed of members end affilistes
who gre workirg In the Interrational
marketplace. can ba a resourceto help
enavwer addiional questions. .

Idambsrs of the NASEP Commerdsl
Swrey Cammines and e
International Commitles collato-
rated In welting this artic's. Hector D,
Bawse. CPA. Wee Prezldent. Reglonal
Undemwritng Officer, Likerhy Wuiral
Furaty, can be resched at ilector
Bousa @ UibarmyMutual.cam or
BT FIEFIEE. Kathiesn RTichell,
Natlona! Practics Lecdar, Sursdy, Wils
Fargoinsusanes Servicas, USA can be
raarhart ar Kathlaar Mitrfall i@ uslia-
fargo.com or 206 7511204, Asron
T Ovi i Shifel Urrderwniing Oiicesr
et Evargrean Mathnal Indamn'ty
Company. Chriztophar T Parkar, Vice
FPresidant and Chief Credit Oificsr,
Chubb Surefy, can be reasched at
cparari@ chublbcom or Q18003 3736,
Shella E. Thorrpeon, CIF Prasioent,
Fowanbery & Parker of Canady, e,
car be reached at Sheila. Thompaon &
suredybond com or 416,278, 1180,
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