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SUBJECT: Surety Requirements 
 Single Family Housing 
 
           TO:    All Rural Development Offices 
 
 
PURPOSE/INTENDED OUTCOME:  
The purpose of this Administrative Notice (AN) is to provide guidance to Rural 
Development staff on how to properly handle surety requirements when Single Family 
Housing construction loans exceed $100,000.  The intended outcome of this AN is to 
establish a uniform methodology to comply with regulations and reduce the cost of 
constructing new dwellings. 
 
COMPARISON WITH PREVIOUS AN:   
 No previous AN has been issued on this subject. 
 
BACKGROUND: 
The cost to construct a new single family housing dwelling has risen significantly.  This 
is a result of global and local demands which have increased the cost of building 
products, components and labor.  The cost to construct a new dwelling has now, in many 
instances, reached the threshold where provisions relating to surety requirements must be 
addressed. 
 
RD Instructions 1924-A, 1924.6 (a) (3) provides the surety provisions that are required 
when interim agency financing will be provided.  The provision impacting the single 
family housing program is a surety bond is required when the contract exceeds $100,000.  
 
It is estimated the cost for a contractor to obtain a surety bond will add between $400 and 
$1000 per dwelling. 
 
 
 
EXPIRATION DATE:    FILING INSTRUCTIONS: 
July 30, 2005      Following RD Instruction 1924-A 
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The surety requirements have been discussed with the National Office Program Support 
Staff. Until changes in the regulations are approved though their clearance process they 
have provided us with direction on how to comply with the regulations. 
 
IMPLEMENTATION/RESPONSIBILITIES:  
 
When interim financing will be used, surety that guarantees both payment and 
performance in the amount of the contract will be furnished.  Surety requirements apply 
to “construction loans” where partial payments are provided by the agency.  Surety 
requirements do not apply to construction involving “new loans” where a one lump sum 
payment is made to the contractor when the final inspection is conducted and the 
dwelling is completed in accordance with the contract documents. 
 
In order to reduce the cost of constructing single family dwellings for borrowers, the 
National Office Program Support Staff have advised they will consider a waiver of the 
surety requirements on a case-by-case basis. 
 
If you wish to request a surety requirement waiver for contractors who have an 
established history of fulfilling their performance and payment responsibilities please 
email the following information to either Don or Barry in the State Office housing 
section who will in turn make the request to the National Office. 
 
          Applicants Name 
          Address 
          Case Number 
          Loan Amount 
          Contractors name/address with a brief comments on performance history 
          Reason for waiver request 
 
In all cases, the contractor must provide lien waivers in accordance with regulations. 
 
Please contact the State Office housing section if you have any questions. 
    
 
 
/s/ Matthew C. Burthold for  
 
CLARE A. CARLSON 
State Director 
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