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UT System HUB Technical Assistance 
Program

• Mission, and goals
• State of Surety Industry
• Applying for Surety Bonds
• Increasing Bonding Capacity 
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Construction Mission

The mission of The University of Texas System HUB 
Technical Assistance Program is to increase HUB 
participation in UT construction projects through the 
coordination and delivery of technical assistance (TA), 
training, and information that enhances the business 
capacity of HUB firms pursuing UT System and 
institutional construction projects
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Program Goals

1. Provide technical assistance and training tools that address major barriers 
to HUB contractors including financing, bonding, insurance, safety, 
estimating and take-offs, and proposal response.

2. Provide information on resources available that can assist HUBs in the 
construction industry.

3. Stay abreast of issues that may impact small and emerging contractors in 
the surety, banking, insurance, and construction industries .
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The Surety in the 2000s

• Sagging economy
• Increased loss ratios
• Significant commercial losses

– $3.8 Billion underwriting losses between 
2000 - 2004

• Reinsurers exit surety market

Presenter�
Presentation Notes�
	In the late 1990s, after more than a dozen years of profitability, the surety industry experienced record losses, beginning with major losses in the commercial surety market as the economy began to falter. Commercial surety was especially hard hit in 2001 from the effects of a series of high-profile corporate failures.

	In 2002, many large general contact defaults hit the industry, followed by the failure of many subcontractors. According to BizMiner, of 823,830 building, heavy/highway, and specialty trade contractors operating in 2000, only 589,850 were still in business by 2002 – a 28.4% failure rate.

	The reinsurers also experienced losses significant stemming from the events of September 11, 2001 and a number of corporate failures. Low interest rates meant low investment returns for the reinsurance companies, which further reduced their capital base. Several reinsurers left the market. Those that remained re-focused their strategies and continue to support well-managed surety companies. The re-focusing meant renegotiated treaties with the sureties, increased prices, additional exclusions, and substantially more risk retained by the primary surety company.�
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Industry Response

• Tighter underwriting
• Judicious use of capacity
• Consolidations, mergers and acquisitions
• Focus on risk/return relationship
• More critical review of forms and contracts
• Heightened importance of prequalification
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Role of Surety Agent & Surety 
Company

• Surety Agent 
– Provides initial evaluation bonding needs and 

capacity 
– Submits your application to surety companies that 

provides the best fit
• Surety Company 

– Evaluates application, checks references and credit
– Provides financial guaranty that project will be 

completed and bills paid
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Applying for a Surety Bond

• Surety documents to complete
– Contractor questionnaire

• Provides background information on company and owners
– Status of contracts

• Amount of work and profitability
– Bond request form
– Job cost breakdown

• Look at profitability of job
– Personal financial statement
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Applying for a Surety Bond

• Internal documents provided by contractor
– Last two years of business tax returns
– Last two years of personal tax returns of owners
– Income statement and balance sheet – last three full 

years and current (no more than 60 days old)
• Prefer financial statements prepared by CPA on percentage 

of completion basis
• Reviewed financial statements if contract is $500,000 or 

more
– Aging of accounts receivable and accounts payable
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Applying for a Surety Bond

• Internal documents provided by contractor
– Certificate of insurance

• Verify you have necessary insurance coverages
– Copy of contract

• Checking to see if too stringent
– Copy of bond requirements from invitation to bid

• Make sure right surety company provides bond
– Resume of owner and key personnel

• Evaluates experience of staff for job
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Increasing Bond Capacity

• Develop strong back office operation
– Increase administrative and accounting capacity

• Increase strength of balance sheet
– Focus on profitable jobs and retain profits

• Demonstrate adequate capital to finance growth
– Cash flow projection
– Bank line of credit 

• Plan for growth but don’t grow to fast
– Grow through low risk jobs
– Have adequate number of experienced personnel
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UT System HUB TA Program Team
• Cynthia Booker, HUB & TA Coordinator, Gulf Coast Region, 713/794-4356, 

cbooker@utsystem.edu
• Orlando Castaneda, Technical Assistance Coordinator, 512/499-4631, 

ocastaneda@utsystem.edu

mailto:cbooker@utsystem.edu
mailto:ocastaneda@utsystem.edu
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