SB 713, As Passed Senate, December 9, 1997

SUBSTITUTE FOR
SENATE BILL NO. 713

A bill to anmend 1963 PA 213, entitled
"An act to provide a procedure for bonding contractors for public
bui | di ngs and public works of governnental units; and to repeal
certain acts and parts of acts,”
by anendi ng sections 1, 3, and 4 (MCL 129. 201, 129.203, and
129.204), section 1 as anended by 1982 PA 11
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 1. (1) Before any contract —— exceedi ng $50, 000. 00

for the construction, alteration, or repair of any public

bui | di ng, —e+— public work,

or

PUBLI C i nprovenent of the state or

a county, city, village, township, school district, public educa-

tional institution, other political subdivision, public authori-
ty, or public agency, —heretrnaftter— referred to IN TH S ACT as

the "governnental unit", is awarded, THE GOVERNVMENTAL UNI T SHALL
REQUI RE THAT t he proposed contractor, —heretrnafter— referred to
IN THIS ACT as the "principal
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contractor", shall furnish at his
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or her own cost to the governnental unit a GOOD AND SUFFI CI ENT
per f or mance —bonrtd—ant—a— AND paynent bond whi ch —shatH—beecore—
BECOVES bi ndi ng upon the award of the contract to the principal
contractor. —Hewever—+i—the—

(2) I'F A principal contractor DESCRIBED IN SUBSECTION (1) is
a conmmon carrier as defined in section 3 of —Act—No—366—0f—the
Pubtec—Acts—of—1909—as—anended,—betng——secton—4623—ofthe
Meht-gan—Ceonptted—taws— 1909 PA 300, MCL 462. 3, or the designated
operator of a state subsidized railroad, the principal contractor
may provide an irrevocable letter of credit froma state or
nati onal CHARTERED bank or a state or federally chartered savings
and | oan association OR CREDIT UNION i nstead of the —benrds— BOND
REQUI RED BY SUBSECTI ON (1).

(3) —Netther—the— THE invitation for bids —ner— OR any
person acting ——— or purporting to act —— on behal f of the gov-
ernnmental unit shall NOT require that the —befrds— BOND REQUI RED
BY SUBSECTI ON (1) be furnished by a particular bank or surety
conpany, —et+— through a particul ar agent or broker, or through a
bank, conpany, agent, or broker in any particular locality.

(4) UPON THE RECEI PT OF A WRI TTEN REQUEST BY A SUBCONTRACTOR
FOR A COPY OF THE PAYMENT BOND REQUI RED UNDER SUBSECTION (1), THE
GOVERNMENTAL UNIT SHALL VERIFY THAT THE BOND IS GOOD AND SUFFI -

Cl ENT AND PROVI DE THE SUBCONTRACTOR WTH A COPY OF THE BOND. | F
THE BOND WAS NOT GOOD AND SUFFI CI ENT AND THE GOVERNVENTAL UNI T

FAI LED TO MAKE THE VERI FI CATI ON REQUI RED BY THI S SUBSECTI ON OR
FAI LED TO NOTI FY THE SUBCONTRACTOR THAT THE BOND WAS NOT GOOD AND
SUFFI Cl ENT, THE GOVERNMENTAL UNI T SHALL BE LI ABLE TO THE SAME
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EXTENT AS A SURETY COVPANY WOULD HAVE BEEN LI ABLE HAD THE
CONTRACTOR PROVI DED A GOOD AND SUFFI CI ENT BOND. LIABILITY IS
LIMTED TO THE WORK PERFORVED AND MATERI ALS AND SUPPLI ES FUR-
Nl SHED 5 OR MORE BUSI NESS DAYS AFTER THE DATE OF THE
SUBCONTRACTOR S WRI TTEN REQUEST FOR BOND VERI FI CATI ON.

(5) THE PRI NCI PAL CONTRACTOR SHALL FURNI SH TO THE GOVERNVEN-
TAL UNIT A COPY OF THE | NSURED S CURRENT M GHI GAN CERTI FI CATE OF
AUTHORI TY WHICH | S OBTAI NED BY THE CONTRACTOR FROM THE M CHI GAN
| NSURANCE BUREAU.

(6) A SUBCONTRACTOR MAY REFUSE TO PROVI DE LABOR, NATERI ALS,
OR SUPPLI ES TO A PRI NCI PAL CONTRACTOR THAT HAS FAI LED TO PROVI DE
A GOOD AND SUFFI CI ENT BOND AS REQUI RED BY SUBSECTI ON (1).

(7) AS USED IN THI' S SECTI QN, "GOOD AND SUFFI Cl ENT PER-
FORMANCE AND PAYMENT BOND' MEANS A BOND THAT AT THE TI ME THE CON
TRACT | S AWARDED HAS BEEN PROPERLY EXECUTED BY A SURETY COVPANY
VWH CH | S AN AUTHORI ZED | NSURER AS DEFI NED I N SECTI ON 108 OF THE
| NSURANCE CODE OF 1956, 1956 PA 218, MCL 500. 108.

Sec. 3. —Fhe— A paynent bond REQUI RED BY SECTION 1 shall be
in an anount fixed by the governnmental unit but not |ess than
—25%- 100% of the contract anount —setety— for the protection of
—etatrants—as—defined—+n—seet+on—6,— PERSONS suppl yi ng | abor or
materials to the principal contractor or his OR HER

subcontractors. —nAthepresecutien—ef—thewerkprevidedfer—in
the—<contract—

Sec. 4. —Aboend—shalH—be-executedby asuretyconpany
avthor+zed—to—do—busthress—+n—thrs—state— | n the case of a

contract of the state or a departnent, board, conmm ssion,
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1 institution, or agency —thereof— OF THE STATE, THE BONDS OR
2 LETTERS OF CREDI T REQUI RED BY SECTION 1 shall be payable to the
3 people of the state. 1In the case of all other contracts, the
4 bonds shall be payable to the CONTRACTI NG governnental wunit.
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