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SBA Limiair
Suret}:&BondS
SBASurety Bond
Guarantee Program for
Small Businesses

Surety bonds | U.S. Small Business Administration (sba.gov)



Presenter Notes
Presentation Notes
Overview of contract bonds and the advantages of using SBA’s Surety Bond Guarantee Program, or SBG Program for short.
This info will help you understand bonding for government and other contracts.
After the presentation we’ll open for Q & A, so submit questions to the chat/Q&A.

https://www.sba.gov/funding-programs/surety-bonds

SBAIndiana District Office

Martin Anderson
Deputy District Director
5726 Professional Circle

Suite 100
Indianapolis, IN 46241
Cell- 317-478-3827
Office -317-226-7251
martin.anderson@sba.gov
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What is a Surety Bond?

* Asuretybond is a way ofensuring that a busmess completes the work it was hired to do.
If1it doesn’t, the bond’s guarantor 1s financially liable to the customer.

* Suretybonds are purchased from business insurance companies.

* Youmayneed a surety bond to meet requirements on government contracts if you run a
construction or service firm.
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Parties involved in a Surety Bond?

* Obligee/Contracting Agency: The partyrequiring a guarantee that work will be
performed according to certain terms.

* Principal: The business that is hired to perform work according to the terms ofthe
bond.

* Surety: The entity issuing the bond and guaranteeing that the principal will meet its
obligations. The surety, typically an msurance company, 1s financially responsible to
the obligee if the principal fails to meet obligations.




—
How do Surety Bonds Work?

Example:

1. Your company is hired for a job. Say a local government agency hires
you to construct a building. The government agency wants a guarantee
that work willbe completed in a certain time frame and i accordance
with local laws.

2. You enlist a third company, known as the surety. The surety writes
bond, guaranteemg the work will be done according to the terms spelled
out in the contract. The surety’s role 1s to assure the government agency
that you will complete the work as agreed.

3. The surety compensates the Agency, ifneeded. If you don’t finish the
project correctly, the surety will be financially responsible to the
government agency. The surety then recoups its costs from you.




—
What a Surety Bond isn’t

* Surety bonds differ from fidelity bonds, which protect both companies
and their customers against losses from theft or fraudulent activities

committed by company employees.

* Fidelity bonds, which tend to be less expensive, are typically carried by
businesses offering services such as cleaning, moving, bookkeeping,

childcare or repairs.




—
How do you get a Surety Bond?

* Businesses can buy surety bonds from many business
Insurance companies.

* You’llneed to find an independent insurance broker or agent
near you to purchase a suretybond from these companies.
Many times, this 1s your agent for other business insurance
needs.




Surety Companies Evaluate your firm

Capacity (your ability to
complete the work) is based
on experience in your field,
key personnel experience,
and day-to-day business
management practices.

based on

Capitalis based on your
company’s profitability
and the quality of your
financial statements.

AW,

Character means the
small business owner’s
personal credit history
and business reputation.



Presenter Notes
Presentation Notes
Sureties authorized to offer SBA-guaranteed bonds will evaluate your company based on your capacity, capital, and credit. 

Capacity (your ability to complete the work) is based on experience in your field, key personnel experience, and day-to-day business management practices.

Capital is based on your company’s profitability and the quality of your financial statements. 

Character includes the small business owner’s personal credit history plus their business reputation. 
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What can SBAdo?

We help smallbusinesses
facing barriers to success
by creating access and
opportunity for them

to qualify for contract
bondmng, increase
bondmg capacity, and
grow their business.



Presenter Notes
Presentation Notes
But what if your business is new and has never completed a project? What if you have credit issues or very little capital? What if you already have a bond program but want higher bond limits? That’s where the SBG Program comes in. We help small businesses facing bonding challenges like these by eliminating the barriers that sometimes prevent small businesses from competing with larger firms. 


_

SBAguarantees Surety bonds

A variety of bond types and amounts:

s

For each government and private
contract up to $9 million.

For each direct federal contract
up to $14 million.



Presenter Notes
Presentation Notes
SBA guarantees bonds on all types of contracts and subcontracts up to $6.5 million and on direct federal contracts up to $10 million. Those limits are per project so we have lots of capacity to help your small business grow.


@
Program qualifications

for small businesses

Categorized as a small

business based on:

e Average annual revenues
for construction, service
and supply firms

e Average number of employees
for manufacturers

Other requirements

* Be current on public debts, taxes
and repayment agreements

* Passunderwriting standards



Presenter Notes
Presentation Notes
To qualify for the SBG program your business must be small by SBA’s definition. This is based on average annual revenues over your last five years for construction, service, or supply firms – and for manufacturers, it’s based on the average number of employees.

Your business and all owners must also be current on public debts, taxes and repayment agreements and must pass underwriting standards set by the surety and the SBA.

Those are the parameters of the SBG program, so now let’s look at some of the details…



To qualify small businesses must

* Possess good character + Bea U.S.-based, for- * Not be involved in

* Need abond that profit business with legal a current bankruptcy
business is unable to resident owners proceeding
obtain elsewhere * Beeligible to do business

with the federal government



Presenter Notes
Presentation Notes
Other requirements address business practices. For example, you must possess good character and need a bond that you are unable to obtain elsewhere with reasonable terms. Your company must be a U.S.-based, for-profit business with legal resident owners. You must be eligible to do business with the federal government and not be involved in a current bankruptcy proceeding. 


Why utilize our program?

* You gain access to bid, performance,
payment, and maintenance bonds on your
own and build experience.

* Our guarantee allows small businesses to
qualify for more bonding.



Presenter Notes
Presentation Notes
SBA helps level the playing field for small businesses by partnering with bond agents and surety companies nationwide. We guarantee 80-90% of the bond’s value against loss to the surety company in case of a default. That means your surety company only risks 10-20% of the contract value instead of 100% because they have SBA’s bond guarantee to rely on if there is a contract default. So, what does SBA’s guarantee do for you? 


@
Benefits of SBAguaranteed bonds

S 2 Working capitalrequirement
million is about half of what is

. SBG Program* normally required for
million
Traditional M) contract surety bonds.
Surety Bond F
Market (@ ¢+ errere e s
\ We count the unused portion
[ \ ofbank lines of credit (BLOC)
$100K Eligible for Eligible for as Workmg capltal.

Working Capital (WC) 10X 20X



Presenter Notes
Presentation Notes
If your business is having trouble obtaining bonding, needs higher bond limits, or is posting collateral or paying for funds control, the SBG Program could be your solution. We help small businesses qualify for bonding with about half as much capital as the surety company would normally require. We also count the working capital that small businesses have available in their BLOC to help increase bonding limits.

While many surety companies require businesses to have at least 10% of the contract value in WC to provide the bond, sureties who have SBA’s guarantee will often consider 5% in WC sufficient. That’s what allows SBA’s surety partners to give small businesses up to twice as much bonding capacity. 

The unused portion of a WC BLOC can also increase your bonding capacity. If you have a $50K BLOC with $25K available for use, that’s an additional $25K in WC through the SBG Program that helps increase your bonding capacity. 


Prior Approval Program and QuickApp =
Fast decisions to meet your needs

24

Prior approval program QuickApp decisions
delivers underwriting within 24 hours on bonds
decisions in 2 days. 0of $400,000 or less.



Presenter Notes
Presentation Notes
Now you’re probably wondering how long it will take to get an SBA bond guarantee. The SBG Program approves bond guarantees in about two days and we offer a streamlined QuickApp that requires less paperwork and allows us to approve a guarantee within 24 hours on bonds $400K and smaller. 


@
Typical surety bond fees

Bid bond guarantee fees
are never charged by the SBA

Contractor’s fee
0.6% ofthe contract amount
paid to SBAfor the guarantee.

Surety premium
charge paid to the surety
company for the bond.



Presenter Notes
Presentation Notes
There are some costs associated with bonding and with SBA’s guarantee. We don’t charge a fee for bid bond guarantees, but once you’re awarded a contract and need a performance or payment bond there is a contractor’s fee of 0.6% of the contract amount that you will pay to SBA for the bond guarantee. 

We also want to make you aware of the surety’s premium. This is a separate amount you will pay to the surety company for providing your bonds. Unlike SBA’s fixed contractor fee, the surety’s premium varies depending on several factors including the type of work you perform. Surety premiums typically fall between 1% and 3% of the contract value, so be sure you know your surety premium rate in each of the states where you perform work. 

Once you can calculate your total bond cost you can include it on your bonded projects and obtain reimbursement from the project owner. The average total bond cost for small businesses in the SBG Program is about 2.25%.
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SBGProgram Surety Partners
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Presenter Notes
Presentation Notes
Our network of surety partners help us give small businesses the opportunity to get the bonding they need to compete for larger contracts or bid on their own instead of as a subcontractor. SBA authorized bond agents have access to over 40 surety companies providing bonds to small businesses. Most bond agents represent several SBA surety companies so they can work with you to find you the best surety company to meet your needs.



Find an SBA-authorized surety agent

Msit
Surety bond agency directory | U.S. Small Business
Administration (sba.gov)



Presenter Notes
Presentation Notes
You can get started today by visiting our website to find an SBA authorized bond agent in your area. If there are several to choose from in your state, we recommend calling a few and asking some questions to get to know the agent and the services they provide. A professional bond agent goes beyond providing you with a bond. They can refer you to a qualified CPA in your area and even create a road map to help you get more bonding capacity or qualify for your first contract bond. Once you choose your agent, they will ask you to provide them with the information and SBA forms they will need to get started with a surety company.

https://www.sba.gov/funding-programs/surety-bonds/surety-bond-agency-directory
https://www.sba.gov/funding-programs/surety-bonds/surety-bond-agency-directory
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US. Small Business
Administration

Oregon

Y Seattle Underwriting Center

2401 4th Avenue, #450, Seattle, WA 98121

M. Catharine Powers, Area Director

(206) 553-8541 « catharine.powers@sba.gov
Tamara E. Murray, Underwriting Marketing Specialist
(303) 995-5786 « tamara.murray@sba.gov
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Denver Underwriting Center
721 19th Street, #426, Denver, CO 80202
Jennifer Vigil, Area Director
(303) 927-3489 » jennifervigil@sba.gov
Tamara E. Murray, Underwriting Marketing Specialist
(303) 995-5786 + tamara.murray@sba.gov

. -
L] ——

Puerto Rico

Y8 Washington, DC Unde ng Center

409 3rd Street, #8600, Washington, DC 20416

Earnest L. Knott, Jr., Areq Director

(202) 401-6786 « earnest.knott@sba.gov

Tamara E. Murray, Underwriting Marketing Specialist
(303) 995-5786 « tamara.murray@sba.gov



Presenter Notes
Presentation Notes
Small businesses have access to the SBG Program Area Offices for assistance and support, and you can always contact the Office of Surety Guarantees if you have questions. 
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The SBAResource Partner Network

Access the right tools at the right time—wherever you are.

POWERED BY

—
SBA

Administration

Approved and
funded by the SBA

1,400+ partner
offices nationwide

partners near you at

Find local resource
Eur
SBA.gov/local-assistance



Presenter Notes
Presentation Notes
Talking Points:
When you need reliable advice to start or grow your business, the SBA can connect you with experts who understand the business climate at both a national level, as well as in your specific region or market. 
The SBA’s Resource Partner Networks helps to extend our reach to serve the nation’s small business community outside of our District Offices.
Whether you need to create successful business plan, get expert advice on expanding your business, or train your team, the SBA makes sure you’re never far from the help you need.
In FY 2017, over 1.4 million small business owners received counseling or training from an SBA resource partner.
You can find resource partners closest to you using our local partners search page at SBA.gov/local-assistance.

Tips:
Provide a few examples of experts and resource partners in your community in your community.
Distribute or reference the associated Fact Sheet.


Resource Partners

Indiana i O

www.isbdc.org

-
West
Lafayette

10 Regional Offices to serve you:

Crown Point, South Bend, Fort
Wayne, Lafayette (Kokomo),
Indianapolis, Muncie, Terre Haute,
Bloomington, New Albany, and
Evansville

Locations Indiana Small Business Development Center



Presenter Notes
Presentation Notes
Bloomington

http://www.isbdc.org/
https://isbdc.org/locations/
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Resource Partners

Ifyou are an aspiring SCORE /4

entrepreneur or small
business owner looking for:

WWW.SCOIe€.org

* Mentorship and advice
from volunteer real-world 7 Chapters
business executives—in- Columbus, South Bend,

: Evansville, Fort Wayne,
person of Vlrtually Indianapolis, Terre Haute,

* Free online workshops and and Valparaiso
webinars



http://www.score.org/

_

Resource Partners
Central Indiana
Women’s
Ifyou are an aspiring or Business Center

current woman small business
owner looking for:

. Comprehensive trajning and. { Women's Entrepreneurial
counseling on a variety of topics '/ Opportunity Center

in several languages

www.businessownership.org

* Business advice to level the

playing field against unique https://theniic.org/start/womens
challenges or obstacles -entrepreneurial-center/



Presenter Notes
Presentation Notes
Indianapolis

http://www.businessownership.org/
https://theniic.org/start/womens-entrepreneurial-center/
https://theniic.org/start/womens-entrepreneurial-center/
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Resource Partners

INAPEX)

ACCELERATOR

IN APEXAccelerator

Ifyou are an aspiring entrepreneur or
small business owner looking for:

* Help from an expert to identify,
compete for, and win government
contracts

* Free in-person and online
workshops and webinars

Locations | IN APEX Accelerator



Presenter Notes
Presentation Notes
Bloomington

https://inapex.org/
https://inapex.org/locations/
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SBAResource Guides
English: https://bit.ly/SBA-ResourceGuide-English
Spanish: https://bit.ly/SBAResourceGuide-Spanish

Small Bus'ness Guia de Recursos para e
Resource Guide S Pequenas Empresas

Crear, crecer y construir
una empresa

—
S B A La Agencia Federal
de Pequefios Negacios

]



https://bit.ly/SBA-ResourceGuide-English
https://www.sba.gov/document/support-national-resource-guide-spanish

—

Stay Connected
SBALinks &Contacts

SBAwebsite; all programs, resources and tools:
www.sba.gov/in

Follow the SBAon X (@SBA Indiana

Email: indiana@sba.gov

=
%
&

Office: (317)226-7272



mailto:district@sba.gov
https://twitter.com/SBA_Indiana
https://www.sba.gov/district/indiana



http://www.sba.gov/feedback

Cultivating Connections: Blooming Together@ Business

Planting Seeds of Success
with DSD's Three Functions

This in-person workshop offers vendors resources and insights to succeed,
covering outreach initiatives, upcoming events, and the certification process.
Participants will learn about the benefits of certification, gain insights on

contracting and the pay audit system, and explore the new UNSPSC code search
method.

In-Person
Scanthe QR Code
302 W. Washington Street toregister

Room 22 -
Indianapolis, IN 46204 E I"1 "1:. . | : I
Friday, February 14, 2025
1:00PM - 3:00 PM EST

Division of

Supplier Diversity
IDOA

Contact us at mwbe(idoa.in.gov or 317-232-3061




Contact Us

Telephone: (317) 232-3061
Fax: (317) 233-6921

E-mail: mwbe@idoa.in.gov

Website: www.in.gov/idoa/mwbe

Facebook: IDOA Division of Supplier Diversity

Instagram: @indiana_dsd
LinkedIn: IDOA Division of Supplier Diversity

Address:
Division of Supplier Diversity
402 W. Washington Street, Room W462
Indianapolis, IN 46204



mailto:mwbe@idoa.in.gov
http://www.in.gov/idoa/mwbe
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