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References: Department of the Interior (DOI) Office of Inspector General (OIG)
June 29, 2007, memorandum, Management Advisory of Investigative
Results: Individual Surety Bonds, OIG Case Number
OI-NM-06-0174-1; and
Federal Acquisition Regulation (FAR) Part 28, Bonds and Insurance

1. Purpose:

The purpose of this DIAPR is to remind contracting personnel of key FAR requirements
associated with accepting an individual surety bond for a contract to protect the Federal
Government from financial losses.

2. Effective Date: Effective upon signature.

3. Expiration Date:

This DIAPR will remain in effect until superseded or cancelled.

4. Background and Explanation:

The OIG investigated allegations of misuse of individual surety bonds for construction
contracts. The investigation identified several areas of concern that require our attention.
There is concern that Contracting Officers (COs) are: (1) unfamiliar with the FAR
requirements for individual surety; (2) accepting individual surety bonds without
knowing or verifying the assets backing the bonds; (3) not vetting questions about the
individual surety bonds through the DOI Office of the Solicitor; and (4) not verifying
individual sureties against the General Services Administration’s Excluded Parties List
System.

The Miller Act, 40 U.S.C. 3131, requires performance and payment bonds for any
construction contract exceeding $100,000, with some limited exceptions. Agencies must
obtain adequate security for bonds with contracts for supplies or services, including
construction. Acceptable forms of security include corporate or individual surety bonds,
as well as others described in FAR Part 28.204.



The majority of surety bonds for government contracts are supplied by corporate sureties.
Corporate sureties are companies approved by the Treasury Department to provide surety
bonds. However, the FAR permits a contractor to secure bonds from “individual
sureties” if approved by the CO.

FAR Part 28.203, Acceptability of Individual Sureties, outlines procedures COs must
follow to determine the acceptability of an individual surety.

5. Action Required:

To reduce the risk of financial loss to the Department from contracts backed with
individual surety payment and performance bonds, DOI COs must:

o Familiarize themselves with FAR requirements for individual surety bonds.
Identify and verify assets, backing individual surety payment and performance
bonds, prior to accepting them.

e Confirm and ensure that the government has control over pledged assets through
the duration of the contract.

e Vet matters involving the acceptance of individual surety bonds with the Office of
the Solicitor.

o Verify whether individual sureties are suspended or debarred.

6. Additional Information:

Please disseminate this guidance within your bureau. It will also be available on the web
at http://www.doi.gov/pam/diapr.html. Questions may be directed to Brigitte Meffert,
Senior Procurement Analyst, Office of Acquisition and Property Management, at (202)
208-3348, or via e-mail at Brigitte Meffert@ios.doi.gov.

Debra E%

Sonderman
Director, Office of Acquisition and Property Management
and Senior Procurement Executive




