§115.60

reinstatement of the Principal’s eligi-
bility is subject to a very stringent un-
derwriting review.

Subpart C—Preferred Surety Bond
(PSB) Guarantees

§115.60 Selection and admission of
PSB Sureties.

(a) Selection of PSB Sureties. SBA’s se-
lection of PSB Sureties will be guided
by, but not limited to, these factors:

(1) An underwriting limitation of at
least $1,250,000 on the U.S. Treasury
Department list of acceptable sureties;

(2) An agreement to charge Prin-
cipals no more than the Surety Asso-
ciation of America’s advisory premium
rates in effect on August 1, 1987;

(3) Premium income from contract
bonds guaranteed by any government
agency (Federal, State or local) of no
more than one- quarter of the total
contract bond premium income of the
Surety;

(4) The vesting of underwriting au-
thority for SBA guaranteed bonds only
in employees of the Surety;

(6) The vesting of final settlement
authority for claims and recovery
under the PSB program only in em-
ployees of the Surety’s permanent
claims department; and

(6) The rating or ranking designa-
tions assigned to the Surety by recog-
nized authority.

(b) Admission of PSB Sureties. A Sur-
ety admitted to the PSB program must
execute a PSB Agreement before ap-
proving SBA guaranteed bonds. No
SBA guarantee attaches to bonds ap-
proved before the AA/SG or designee
has countersigned the Agreement.

§115.61 Duration of PSB program.

The PSB program terminates on Sep-
tember 30, 2000, unless extended by leg-
islation. SBA guarantees effective
under this program on or before Sep-
tember 30, 2000, will remain in effect
after such date.
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§115.62 Prohibition on participation
in Prior Approval program.

Neither a PSB Surety nor any of its
Affiliates is eligible to submit applica-
tions under subpart B of this part.

§115.63 Allotment of guarantee au-
thority.

(a) General. SBA allots to each PSB
Surety a periodic maximum guarantee
authority. No SBA guarantee attaches
to bonds approved by a PSB Surety if
the bonds exceed the allotted authority
for the period in which the bonds are
approved. No reliance on future author-
ity is permitted. An allotment can be
increased only by prior written permis-
sion of SBA.

(b) Execution of Bid Bonds. When the
PSB Surety Executes a Bid Bond, SBA
debits the Surety’s allotment for an
amount equal to the guarantee per-
centage of the estimated penal sum of
the Final Bond SBA would guarantee if
the Contract were awarded. If the Con-
tract is then awarded for an amount
other than the bid amount, or if the bid
is withdrawn or the Bid Bond guar-
antee has expired (see §115.12(c)), SBA
debits or credits the Surety’s allot-
ment accordingly.

(c) Execution of Final Bonds. If the
PSB Surety Executes a guaranteed
Final Bond, but not the related Bid
Bond, SBA debits the Surety’s allot-
ment for an amount equal to the guar-
antee percentage of the penal sum of
the Final Bond. SBA will debit the al-
lotment for increases, and credit the
allotment for decreases, in the bond
amount.

(d) Release and non-issuance of Final
Bonds. The release of Final Bonds upon
completion of the Contract does not re-
store the corresponding allotment. If,
however, a PSB Surety approves a
Final Bond but never issues the bond,
SBA will credit the Surety’s allotment
for an amount equal to the guarantee
percentage of the penal sum of the
bond. In that event, the Surety must
notify SBA as soon as possible, but in
no event later than 5 business days
after the non-issuance has been deter-
mined. Until the Surety has so notified
SBA, it cannot rely on such credit.
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