SPECIAL NOTICE TO ALL BOND-APPROVING (CONTRACTING) OFFICERS

Bonds Currently In Force Underwritten by Highlands Insurance
Company and Highlands Underwriters Insurance Company


On June 30, 2001, the Financial Management Service (FMS) terminated the authority of Highlands Insurance Company (Highlands) and Highlands Underwriters Insurance Company (HUIC) to write Federal bonds.  66 FR 37723 (July 19, 2001).  With respect to bonds currently in force with these two terminated companies, the July 19, 2001 Notice in the Federal Register advised Federal bond-approving officers to secure new bonds with acceptable sureties in those instances where a significant amount of liability remained outstanding.  The Notice also specified that “in no event, should bonds that are continuous in nature be renewed.”  66 FR 37723.
On August 4, 2004, FMS received a copy of a filing in the District Court of Travis County, Texas, involving Highlands and HUIC captioned “Special Deputy Receiver’s Application for Order Confirming Cancellation of Bonds (Capital Bonding Corporation Program).”   The Application indicates that Highlands was placed into receivership on November 6, 2003, and that, prior to that date, in September 2002, Highlands merged with, and assumed certain bond obligations of, HUIC.  The Application may affect the rights of obligees of bonds underwritten by Highlands and HUIC from asserting bond claims against these entities.
FMS is issuing this Special Notice to Bond Approving (Contracting) Officers to reiterate the importance and urgency for all Federal agencies to review their records again to ensure that all agency bonds underwritten by Highlands and HUIC have been replaced with bonds underwritten by a Treasury approved surety.     

This is particularly urgent since the Application appears to indicate that any interested party wishing to file an objection to the Application must do so by August 9, 2004.  Counsel for agencies that are obligees on current bonds underwritten by Highlands or HUIC should contact Ms. Kem Toole, U.S. Department of Justice (DOJ), Civil Division, on 

202-307-0859, to discuss the objection that DOJ will be filing in this matter.  

If you have any other questions please contact Laura Alexander of FMS’s Surety Bond Branch at 202-874-6765 or the Surety Bond Branch’s main number at 202-874-6850.  
