ety Assomiwf
()

) o
£ 3
%
/O
Vthe Industy &
National Association of The Surety & Fidelity
Surety Bond Producers (NASBP) Association of America (SFAA)
1140 19" Street, NW, Suite 800 1101 Connecticut Ave. NW, Suite 800
Washington, DC 20036 Washington, DC 20036

H.R. 3534, the ““Security in Bonding Act of 2011”’

Dear Congressmen Hanna and Mulvaney:

On behalf of the national trade associations listed below, representing contractor and specialty contractor
firms, bonding agencies, and surety and property/casualty insurers, operating throughout the United States,
we support legislation to protect small businesses and taxpayer funds with the introduction of H.R. 3534, the
“Security in Bonding Act of 2011.”

Surety bonds on federal construction projects ensure that such projects will be completed, preserving public
funds, and that subcontractors and suppliers, many of which are small businesses, will be paid.

At present, construction firms may furnish security on a federal construction project:

1. By securing a bond written by a corporate surety, that must be vetted and approved by the U.S.
Department of Treasury;

2. By posting an “eligible obligation,” i.e. a U.S.-backed security, in lieu of a surety bond. The security
is pledged directly and deposited with the federal government until the contract is complete; or

3. By securing a bond from an unlicensed individual, if the bond is secured by an “acceptable asset,”
which includes stocks, bonds, and real property owned in fee simple.

Individual sureties, allowed in item 3 above, neither are subject to the same vetting and scrutiny as corporate
sureties, nor are they required to relinquish the custody and control of the assets that they pledge to secure
their bonds. This lack of meaningful oversight has resulted in documented cases where assets pledged by
individual sureties have proven to be illusory or insufficient, causing substantial financial harm to the federal
government, to taxpayers, and to subcontractors and suppliers.

H.R. 3534, the “Security in Bonding Act of 2011,” will remedy this significant problem by requiring
individual sureties to pledge solely those assets described as “eligible obligations” and to deposit them
in the custody and control of the federal government. By doing so, H.R. 3534, eliminates future
instances where individual surety bonds are pledged with insufficient or illusory assets. Thus, if an
individual surety bond is furnished in the future, the small businesses which provide goods and services
on those federal construction contracts will not need to worry about the integrity of their payment bond
remedy.



Thank you again for your leadership on this critical issue. We strongly support your legislation.

Yours sincerely,

National Association of Surety Bond Producers
NASBP

1140 19" Street, NW Suite 800

Washington, DC 20036

202-686-3700

Contact: Larry LeClair, Director, Government Relations

Associated Builders and Contractors (ABC)

4250 North Fairfax Drive, 9" Floor

Arlington, VA 22203

703-812-2041

Contact: Liam P. Donovan, Director, Legislative Affairs

American Insurance Association (AlA)

2101 L Street, NW, Suite 400

Washington, DC 20037

202-828-7100

Contact: Melissa W. Shelk , Vice President - Federal
Affairs

Mechanical Contractors Association of America
(MCAA)

1385 Piccard Drive

Rockville, MD 20850

301-869-5800

Contact: John McNerney, General Counsel

National Electrical Contractors Association (NECA)

The Surety & Fidelity Association of America (SFAA)
1101 Connecticut Avenue, NW, Suite 800

Washington, DC 20036

202-463-0600

Contact: Lenore Marema, Vice President of Government
Affairs

American Subcontractors Association, Inc. (ASA)
1004 Duke Street

Alexandria, VA 22314

703-684-3450

Contact: Franklin Davis, Director of Government
Relations

Associated General Contractors of America (AGC)
2300 Wilson Blvd., Suite 400

Arlington, VA 22201

703-548-3118

Contact: Marco Giamberardino, Senior Director, Federal
& Heavy Construction Division and Sean O’Neil,
Director Congressional Relations, Infrastructure
Advancement

National Association of Minority Contractors (NAMC)
The Ronald Reagan House Office Building, Suite 700
1300 Pennsylvania Avenue, NW

Washington, DC 20004

(410) 268-9227

Contact: Hamilton V. Bowser, Sr., P.E.

President Emeritus and

Former Chair, Bonding Committee NAMC

Property Casualty Insurers Association of America

3 Bethesda Metro Center, Suite 1100
Bethesda, MD 20814

301-215-4522

Contact: Lake A. Coulson, Executive Director
Government Affairs

Sheet Metal and Air Conditioning Contractors’ National
Association (SMACNA)

Capitol Hill Office

305 4™ Street, NE

Washington, DC 20002-5815

202-547-8202

Contact: Stanley E. Kolbe, Jr., Director, Legislative
Affairs

(PCI)

444 North Capitol Street, NW

Suite 801

Washington, D.C. 20001

202-639-0490

Contact: Ben McKay, Senior Vice President, Federal
Government Relations



