
Performance bonds: what you need to know before you bid 

 

As your construction company grows, you will want to bid on larger projects involving higher risk 

to both you and the project owner. At some point, you should expect that you will be asked to 

obtain a performance bond before starting work. Managing risk is a key component of any 

construction project. The bigger the job, the greater the stakes, and the more need you and your 

clients have to shield yourselves from unnecessary risk. 

 

A performance bond is a promise, backed up by your bank or insurance company, that a 

contract will be completed to your client’s satisfaction.  

 

A performance bond protects both your company and the project owner in the event of 

unforeseen complications in the project. These complications could include your failure to 

complete the project due to bankruptcy, delays due to the failure of a sub-contractor to perform, 

or other complications that could affect proper or timely completion of the work.  

 

You may also decide on your own to obtain a performance bond even if the project does not 

require one, simply to protect your own business and reputation in the unlikely event that you 

can’t complete a contract. 

 

A performance bond is not insurance, but buying one is a lot like buying insurance. When you 

contact your insurance company about performance bonding, underwriters will review your 

business and the project to determine a fair price. 

 

Underwriters work for the insurance company and have special training in evaluating risk and 

determining a fair price for the product you wish to purchase. For instance, when underwriting 

automobile insurance, they look at the driving history, age and experience of everybody who will 

be driving your car, as well as the car’s own safety and performance history.  

 

Factors like how safely other owners of this particular model have driven it in the past will also 

affect how much you should be paying to insure your car. Furthermore, if you live in an area 

with high traffic volumes, such as the Greater Toronto Area, even the safest drivers can count 

on paying higher premiums. 

 

When evaluating a fair price for a performance bond, the underwriters will look at those factors 

that could positively or negatively affect your ability to complete the project. These might include 

your overall experience and history of completing projects generally, how well your company 

has performed on similar projects in the past, the qualifications and reputations of your project 

manager and subcontractors, if any, and other factors. They will also take into account the 

location of the project (Toronto, GTA, outside the GTA, etc.), because factors such as the cost 

of paying salaries for skilled trades and manual labour alike must be considered). The more 

favourable your score on these indicators, the lower your premiums will be.    

 



Your business is your livelihood. Your spouse, children, and employees all depend on you to 

continue bringing in business and bringing in money. As such, your reputation is important to 

you, since it affects your ability to bring in new business. You know that you’re an expert in your 

field and your satisfied customers know it too. 

 

Because you’re an expert in your field, you know how important it is to go to the experts when 

purchasing products or services for your business, such as insurance and performance bonds.  

 

You want to work with an insurance company that has extensive experience in performance 

bonding, strong expertise in working with corporate clients and a hard-earned reputation for 

outstanding customer service.  

 

Our business is our livelihood too. And our reputation means a lot to us for the same reasons 

yours does to you. 

 

We know that a lot of people are counting on us to fuel their own success. We know that you do 

too.  

    

This is why we specialize in business insurance products. It’s why we put everything we have 

into providing you with the best business insurance products tailored to your business. And it’s 

why we take the time to get to know you and your business when helping you to evaluate your 

insurance needs.  

 

That same commitment goes into evaluating your request for performance bond services. We 

will ask the right questions to determine how much coverage you need and give you the best 

possible price so you can bid on those big jobs with confidence. 

 

Make our industry leading performance bonding products a key part of your business risk-

management toolbox. You’ll be glad you did. 

 

 

 

 


