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§115.31

forth in §115.13 and that the under-
writing standards set forth in §115.15
have been met.

(b) SBA’s determination. SBA’s ap-
proval or decline of a guarantee appli-
cation is made in writing by an author-
ized SBA officer. The officer may pro-
vide telephone notice before the Prior
Approval Surety receives SBA’s guar-
antee approval form if the officer has
already signed the form. In the event of
a conflict between the telephone notice
and the written form, the written form
controls.

(c) Reconsideration-appeal of SBA de-
termination. A Prior Approval Surety
may request reconsideration of a de-
cline from the SBA officer who made
the decision. If the decision on recon-
sideration is negative, the Surety may
appeal to an individual designated by
the D/SG. If the decision is again ad-
verse, the Surety may appeal to the D/
SG, who will make the final decision.

(d) Notice and payment to SBA. When
the Surety has Executed a Final Bond,
including a Final Bond under a bonding
line, the Surety must complete the
Prior Approval Agreement, and submit
the form, together with the Principal’s
payment for its guarantee fee (see
§115.32(b)) to SBA within 45 days, or in
the case of a bonding line, within 15
business days (see §115.33(d)(2)) after
Execution of the bond.

§115.31 Guarantee percentage.

(a) Ninety percent. SBA reimburses a
Prior Approval Surety for 90% of the
Loss incurred and paid if:

(1) The total amount of the Contract
at the time of Execution of the bond is
$100,000 or less; or

(2) The bond was issued on behalf of
a small business owned and controlled
by socially and economically disadvan-
taged individuals, on behalf of a quali-
fied HUBZone small business concern,
or on behalf of a small business owned
and controlled by veterans or a small
business owned and controlled by Serv-
ice-disabled veterans.

(b) Eighty percent. SBA reimburses a
Prior Approval Surety in an amount
not to exceed 80% of the Loss incurred
and paid on bonds for Contracts in ex-
cess of $100,000 which are executed on
behalf of non-disadvantaged concerns.
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(c) Contract increase to over $100,000. If
the Contract amount increases to more
than $100,000 after Execution of the
bond, the guarantee percentage de-
creases by one percentage point for
each $5,000 of increase or part thereof,
but it does not decrease below 80%.
This provision applies only to guaran-
tees which qualify under paragraph
(a)(1) of this section.

(d) Contract or Order increases exceed
Applicable Statutory Limit. If the Con-
tract or Order amount is increased
above the Applicable Statutory Limit
after Execution of the bond, SBA’s
share of the Loss is limited to that per-
centage of the increased Contract or
Order amount that the Applicable
Statutory Limit represents multiplied
by the guarantee percentage approved
by SBA. For example if a Contract
amount increases to $2,100,000, SBA’s
share of the Loss under an 80% guar-
antee is limited to 76.1% [2,000,000 /
2,100,000 = 95.2% x 80% = 76.1%].

(e) Contract or Order decrease to
3100,000 or less. If the Contract or Order
amount decreases to $100,000, or less,
after Execution of the bond, SBA’s
guarantee percentage increases to 90%
if the Surety provides SBA with evi-
dence supporting the decrease and any
other information or documents re-
quested.

[61 FR 3271, Jan. 31, 1996, as amended at 64
FR 18324, Apr. 14, 1999; 66 FR 30804, June 8,
2001; 72 FR 34599, June 25, 2007; 74 FR 36110,
July 22, 2009]

§115.32 Fees and Premiums.

(a) Surety’s Premium. A Prior Ap-
proval Surety must not charge a Prin-
cipal an amount greater than that au-
thorized by the appropriate insurance
department. The Surety must not re-
quire the Principal to purchase cas-
ualty or other insurance or any other
services from the Surety or any Affil-
iate or agent of the Surety. The Surety
must not charge non-Premium fees to a
Principal unless the Surety performs
other services for the Principal, the ad-
ditional fee is permitted by State law,
and the Principal agrees to the fee.

(b) SBA charge to Principal. SBA does
not charge Principals application or
Bid Bond guarantee fees. If SBA guar-
antees a Final Bond, the Principal
must pay a guarantee fee equal to a
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