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Bond Claims and Public 
Construction For Webinar Technical Assistance, 

please call NCS at 800-826-5256.
Our presentation will begin shortly.
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Agenda

Public vs Private Construction

The Role of Sureties

Bonding Company’s Qualification Process

Miller Act for Federal Projects

Bond Claims Process

Bonds and Private Jobs

Public Improvement Liens
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Business Technology

How do you justify 
the credit?

This Photo by Unknown Author is licensed under CC BY

https://www.mynextmove.org/profile/summary/43-4041.02
https://creativecommons.org/licenses/by/3.0/
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Construction Credit

Construction Credit

Private
Construction

LIENS Owner

Corporation
Partnership
Individual

Public
Construction

BONDS Owner

Federal
State
Municipal
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Bond: Public Construction

It wasn’t until the 19th century that 
corporate surety bonds were used.
Congress passed the Heard Act in 
1894, which required surety bonds 
on all federally-funded projects.
The Miller Act of 1935 was the last 
major change in public sector 
surety.
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Bond Claim Process: The Ladder of Supply

Claims filed below this line may be questionable.

Bank Building / Land
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Bond Claims: A Defined Right

Within three tiers of the 
owner

01
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Mechanic’s Lien Process

Claims filed below this line may be questionable.

Bank Building / Land
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Bond Claims: A Defined Right

Within three tiers of the 
owner

01 02

Tangible goods must be 
affixed (glued down, 

plumbed, not freestanding)

03

No suppliers-to-suppliers



Page 10© NCS Credit |  800-826-5256  |  NCScredit.com

Mechanic’s Lien Process

Claims filed below this line may be questionable.

Bank Building / Land
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Business Technology

Alternative 
Protections
1. Security Agreement
2. Financing Statement or UCC-1

This Photo by Unknown Author is licensed under CC BY

https://www.flickr.com/photos/154958442@N02/37315250442
https://creativecommons.org/licenses/by/3.0/
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Mechanic’s Lien Process

Claims filed below this line may be questionable.

Bank Building / Land
Construction credit is unique…
The credit investigation does not begin 
and end with my customer.
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Mechanic’s Lien Process

Claims filed below this line may be questionable.

Bank Building / Land
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Construction Credit

Construction Credit

Private
Construction
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The Role of Sureties

Essentially the government is using the 
surety bond process to pre-qualify 
contractors.
If the surety makes a poor decision and 
suffers claims, it may have to pay.
This moves the risk of loss from the 
government to the surety and forces the 
surety to make prudent pre-qualification 
decisions.
It also eliminates any political influences in 
pre-qualifying potential contractors.
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Creating a Bonding Line

Exhaustive analysis.
Slotting the contractor
Establishing the bank
Setting requirements

Collateral
Retiring the bond.
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Two 
Components

The Miller Act

Thresholds

Time Frames/ How to Claim

Miller Acts
FEDERAL Projects

Little Miller Acts
STATE Projects
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Some Bond Thresholds
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What is a bond?

A contract, a surety, or a guarantee 
agreement that contains the promise 
of a third-party (bonding company or 
surety) to pay a fixed sum if certain 
acts are not performed. 

The acts are typically non-performance 
or non-payment.



Defining Terms

Surety = Bonding Company
Principal = General Contractor
Obligee = Owner
Beneficiary = Performance – Owner
Beneficiary = Payment – Subs / 
Suppliers
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Suit
Suit
One year from lien filing

Notice
Notice
20 days from first furnishing

LIEN
LIEN
90 days from last furnishing

Mechanic’s Lien Filing Process: Three Steps

Above deadlines are examples
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Suit
Suit
One year from lien filing

Notice
Notice
20 days from first furnishing

LIEN
LIEN
90 days from last furnishing

Bond Claim Filing Process: Three Steps

Above deadlines are examples

18 States
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Consistencies and Procedures
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Suit
Suit
One year from lien filing

Copy of Bond
Copy of Bond
Immediately

Bond Claim
Bond Claim
90 days from last furnishing

Bond Claim Filing Process: Three Steps

Above deadlines are examples



Payment Bonds: 
Considerations

Rules of the game. Get a copy up front.
Bonding companies are in the business of 
collecting premiums not paying claims.
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Is there a bond on this job and 
may I have a copy?
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The Project Credit Application

Customer’s legal name, address and 
relationship to the job

Job location and owner or awarding 
authority

Lender name and address

General contractor’s legal name and 
address

Sub contractor’s legal name and address

Bonding company if public

Architect’s name and address
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States That Do Not Outline Bond Claim Procedures
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Notice to Owner or Preliminary Notice?
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Preliminary Notice

03
Typically required to be served 20 days 
after first furnishing or greater

02 Prerequisite to filing a lien claim

01
Notice given to various parties on the 
ladder of supply 
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Reasons to Serve Notices

Notices initiate compliance with state lien 
laws and preserve your right to lien if 
needed. 

Notices identify you to the owner of the 
property, who wants to ensure you receive 
payment.

Notices make you a priority for payment 
from your customers.
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Bank Building / Land

Justifying the Credit

Claims filed below this line may be questionable.
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Suit
Suit
One year from lien filing

Copy of Bond
Copy of Bond
Immediately

Bond Claim
Bond Claim
90 days from last furnishing

Bond Claim Filing Process: Three Steps

Above deadlines are examples



Payment Bonds: 
Considerations

• Rules of the game. Get a copy up front.
• Bonding companies are in the business of 

collecting premiums not paying claims.
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Filing Bond Claims
AIA A312
• Most widely used form of payment bond
• Paragraph six outlines response time frames for sureties
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Filing Bond Claims
AIA A312
• Surety must respond within 45 days after receipt of claim

• State the amounts disputed
• The basis for challenging any amounts disputed
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Payment Bonds: 
Considerations

• Rules of the game. Get a copy up front.
• Bonding companies are in the business of 

collecting premiums not paying claims.
• Sue me, sue you.
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Suit
Suit
One year from lien filing

Copy of Bond
Copy of Bond
Immediately

Bond Claim
Bond Claim
90 days from last furnishing

Bond Claim Filing Process: Three Steps

Above deadlines are examples
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Claims

30%

• Undisputed
• Dealings seem forthright

70%

• Disputed
• Stagnant



Payment Bonds: 
Considerations

Rules of the game. Get a copy up front.

Bonding companies are in the business of collecting 
premiums not paying claims.

Sue me, sue you.

Good GC/Good Bond — Bad GC/Bad Bond

Be careful who you trust.
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Construction Credit

Construction Credit

Private
Construction

Public
Construction

LIENS Owner

Corporation
Partnership
Individual

BONDS Owner

Federal
State
Municipal
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Miller Act: Federal Projects

In the U.S., the law requiring contract surety bonds 
on federal construction projects is known as the 
Miller Act (1935).

Requires contractor to post two bonds
• Performance Bond
• Labour and Material Payment Bond

Surety company issuing these bonds must be 
listed as a qualified surety on the Treasury list, 
issued by the U.S. Dept. of the Treasury
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Miller Act: Federal Projects

Before a contract exceeding $150,000 for the 
construction, alteration or repair of any building or 
public work of the U.S. is awarded to any person, 
that person provides:

Performance Bond

Protection for labor and material suppliers

Normally equal to contract price

Contracting officer may set amount lower

Amount can’t be less than performance bond 
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Miller Act: Federal Projects

Serve the Miller Act Bond Claim Notice upon the 
general contractor within 90 days after last 
furnishing materials or services.
Last furnishing

“Substantial” completion

Small additional shipments, replacement and 
repairs do not extend the 90-day notice period

Requirements

This Photo by Unknown Author is licensed under CC BY-NC-ND

https://wgoqatar.com/2020/04/qatar-medical-aid-shipment-delivered-to-italy/
https://creativecommons.org/licenses/by-nc-nd/3.0/
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Miller Act: Federal Projects

File suit to enforce the Miller Act Bond Claim 
in the U.S. District Court after 90 days from
last furnishing materials or services, but 
within one year of last furnishing materials or 
services

Requirements

This Photo by Unknown Author is licensed under CC BY

https://www.completebusinessnews.com/how-to-save-money-on-building-materials/
https://creativecommons.org/licenses/by/3.0/
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Construction Credit

Construction Credit

Private
Construction

Public
Construction

LIENS Owner

Corporation
Partnership
Individual

BONDS Owner

Federal
State
Municipal

Bonds may be available on private jobs also 
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States That Have Bond Claim Statutes on Private Projects
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Public Improvement Liens / Stop Notices

Construction Credit

Private
Construction

Public
Construction

Bond Claims

Public Improvement Liens
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Public Improvement Liens / Stop Notices

Construction Credit

Private
Construction

Public
Construction

Bond Claims

Stop Notice
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Public Improvement Liens
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Bank Building / Land

Mechanic’s Lien Process

Claims filed below this line may be questionable.
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Bond Claims vs. Public Improvement Liens

2022 2023

• Availability:  Many public jobs,  
some private

• Stronger at third step: Lawsuit
• Initiate suit against surety

Bond Claims

• Availability:  About 20% of 
states; 30% of provinces

• Stronger at second step: “Lien” 
stage

• Shuts off funds

Public Improvement Liens

Which should you use?
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Recap of Protections Discussed

01

02

03

Mechanic’s Lien
Lien on property
• Building
• Land

Bond Claim
Lien on insurance policy or guarantee
• Bond company

Public Improvement Lien
Lien on unpaid funds
• Unpaid funds
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Justifying some of the credit lines required for construction 
projects is not easy.

01

02

04

03

Review of Topics Covered

Bond claim statutes have been put in place to assist credit 
professionals in these instances.

Use of these tools is imperative to protecting profits in the 
construction industry.

Knowledge of the applicable statutes is critical to protect your 
rights.



Thank you for 
your time!

Contact Us

Jerry Bailey
jbailey@ncscredit.com

800-826-5256 ext. 177

www.ncscredit.com 

http://www.ncscredit.com/
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Education & Resources

Don’t miss our upcoming webinars! View 
the schedule at: 
www.ncscredit.com/education

NCS webinars are available OnDemand. 
Contact us to learn more.

View NCS Extra Credit videos on our 
YouTube channel: 
http://www.youtube.com/user/NCSCredit

Follow us on Facebook, Twitter, YouTube, 
LinkedIn, and Instagram

http://www.ncscredit.com/education
http://www.youtube.com/user/NCSCredit
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