$50 Surety Bond's

Construction Bond Professionals

February 14, 2012

Representative Larry Howes

491 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
Saint Paul, Minnesota 55155
651-296-2451 or 800-706-9962

Email: rep.Jarry.howes@house.mn

RE: HF 1981

Dear Representative Howes:

I'am contacting you in my role as Regional 5 Director for the National Association of
Surety Bond Producers (NASBP), a national trade organization of professional surety
bond producers, whose membership includes firms employing licensed surety bond
producers placing bid, performance, and payment bonds throughout Minnesota and the
United States. Surety bonds play a vital role in our nation’s economy by providing
financial security to protect project owners and taxpayers by assuring that contractors are
qualified to perform their contractual obligations and that subcontractors and suppliers
furnishing labor and materials under the contract will be paid.

You recently introduced legislation, House File (HF) 1981 that increases the performance
and payment bond requirements for state public works projects from $75,000 to
$100,000. I am concerned that this legislation will have a negative impact on businesses
that supply labor and materials on Minnesota public construction projects as well as the

taxpayers of Minnesota.

Small businesses often cannot compete as prime contractors on public construction
contracts, so they participate at subcontractor and supplier levels. At that level, small
businesses only viable remedy in the event of nonpayment by the prime contractor is to
claim on the statutorily-required payment bond. If the prime contractor fails to pay
subcontractors and suppliers due to bankruptcy, or for other reasons, such subcontractors
and suppliers do not have an alternative means to recover their wages, costs, and
expenses. They cannot sue the governmental entity, since they do not have a direct
contract with the governmental entity, and they cannot place a mechanic’s lien against

public property.
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Furthermore, taxpayer dollars are at risk when state projects are awarded without the
protection of performance bond guarantees. In the absence of a performance bond,
additional taxpayer funds will be required to complete projects where prime contractors
default in their performance of state construction contracts. By increasing the surety bond
requirements, state contracting agencies also will have to shoulder a higher burden of
screening and pre-qualifying more contractors, diverting their resources and energies

away from other important tasks.

Currently, 29 states have bonding requirements which are below $75,000. Asnoted
above, the State of Minnesota, its taxpayers, and its many businesses performing as
subcontractors and suppliers on state projects have too much at risk should bonds not be
in place due to an increase of the bonding threshold to $100,000.

I urge you to leave the bonding threshold at its present level. If you have any questions
concerning the issues I have raised, I would be happy to speak with you or to meet with
you in person. The following Minnesota company representatives listed below also urge
you to leave the bonding threshold at its present level.

Sincerely,
GUSSO SURETY BONDS, INC.

Jadon Gusso

President

NASBP Region 5 Director
Minnesota license #20204311

cc: Lawrence E. LeClair
Director of Government Relations, NASBP



Mr. Terry Starks

American Agency, Inc.

Treasurer

5851 Cedar Lake Road

Minneapolis, MN 55416-1230
WWW.americanagencymn.com

Work: (952) 591-2755

Fax: (952) 542-7500
TerryS@americanagencymn.com

Key Contact for American Agency, Inc

Mr. Donald Zalk

CCI Surety, Inc

Marketing Manager

1710 No Douglas Drive, Suite 109
Golden Valley, MN 55422
WWWw.ccisurety.com

Work: (763) 543-6993

Fax: (763) 512-0430
dzalk@nacsescrow.com

Mr. John Tauer

Cobb Strecker Dunphy & Zimmermann
Vice President

150 South 5th Street, Suite 2800
Minneapolis, MN 55402
www.csdz.com

Work: (612) 349-2401

Fax: (612) 349-2491

jtauer@csdz.com

Mr. John Klein

Klein Agency, Inc.

President

3570 N. Lexington Avenue, #206
St. Paul, MN 55126-8058
www.kleinagency.com

Work: (651) 484-6461

Fax: (651) 484-6861
idklein@kleinagency.com

Ms. Marjorie Jones

Bearence Management Group Company
Director - Surety

530 North Robert Street

St. Paul, MN 55101
www.bearence.com

Work: (651) 379-7890

Fax: (651) 379-7803
Mijones@bearence.com

Mr. Kurt Lundblad

Cedarleaf, Cedarleaf & Cedarleaf, Inc.
Vice President

360 Larpenteur Avenue, West

St. Paul, MN 55113
www.cedarleaf.com

Work: (651) 487-4734

Fax: (651) 488-9932
kl@cedarleaf.com

Mr. Jack Anderson

Goldleaf Surety Services, LLC
Vice President

3246 East Highway 7, Suite 150
Montevideo, MN 56265

Work: (320) 269-3144

Fax: (320) 269-3154
jack@goldleafsurety.com

Mr. Mark Kampf
Kraus-Anderson Insurance
Vice President

420 Gateway Blvd.
Burnsville, MN 55337-2790
www.kainsurance.com
Work: (952) 707-8223

Fax: (952) 890-0535
mkampf@kainsurance.com




Mr. Gary McBride

R. J. Ahmann Co.
Vice President

7555 Market Place Drive
Eden Prairie, MN
United States

55344

wWww.rja.com

Work: (952) 947-9704
Fax: (952) 947-9793
gmcebride@rja.com

Ms. Amy Burns
Wells Fargo Insurance Services of
Minnesota, Inc.

VP - Surety Manager

4300 MarketPointe Drive
Suite 600

Bloomington, MN

United States

55435-5455
www.wellsfargo.com

Work: (952) 563-0602

Fax: (952) 563-9602
amy.burns1@wellsfargo.com

Mr. David Rudnik
Rudnik Surety, Inc.
President

7191 Knollwood Drive
Mounds View, MN
United States

55112

Work: (763) 786-9666
Fax: (763) 786-9444
david@rudniksurety.com




