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Contractors working on public works projects are no doubt familiar with performance and
payment bonds. By the performance bond, the surety promises to the government owner, as
"obligee," that if the contractor, as "principal,” defaults in its performance, the surety will
either make good on the contractor's default or pay the resulting damages. By the payment
bond, the surety promises that if the contractor fails to pay subcontractors and suppliers in
a covered tier, the surety will make payment on the contractor's behalf.
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