Should a Cashier’s Check be used for a Bid Bond?
The City of Austin and other government entity bid documents do say-
All bids shall be accompanied by a bid guaranty in an amount of not less than five percent (5%) of the total bid.   If the total bid amount is $100,000 or less, bidder has the option of providing a cashier’s or certified check, made payable to the City of Austin, accompanied by a letter from a surety company indicating that bidder can be bonded for the amount of the project, or a Bid Bond with Power of Attorney attached, issued by solvent surety authorized under the laws of the State of Texas and acceptable to OWNER.
Unfortunately some companies go out and obtain a cashier’s check for 5% of the bid and then turn in that as part of the bid package.  This is not a good option for the contractor.  To understanding why you must understand the different types of bonds and the bonding process.
Bid Bond

The bid bond is a guarantee on the price that the contractor submitted, and the contracting entity (i.e. City of Austin) will give you the option of turning in a cashier’s check for 5% of the amount or providing a bid bond form.
Bid Bond Form

The contractor should have a bid bond form instead of a cashier’s check.   This form is obtained in advance from a qualified bonding agent, and is a price guarantee plus a guarantee to provide payment and performance bonds if the contractor wins the project.  Your bonding agent needs to know how much you are bidding, he must get this amount pre-approved by the bonding company before issuing the bid bond and this process can take several days.   The bid bond should be free.

Payment and Performance Bonds

By using a bid bond form, the contractor is saying they had a bonding company review their price and they have committed to providing payment and performance bonds should the contractor win the contract.  Payments bonds are a guarantee that the contractor will pay his subcontractors while performance bonds guarantee that the project will be completed per terms of the contract.   Payment and performance bonds cost a percentage of the contract as the premium.
Forfeiting your Bid Bond/5% Cashier’s Check

If you turn in your bid bond in the form of a cashier’s check, then you win the project but cannot provide the required payment and performance bonds, you can loose the contract award and forfeit the bid bond amount.   The contracting entity can keep the 5% bid bond and award the contract to another contractor.    
City of Austin Bonding Consultant
Contact the City of Austin Bonding Consultant for a one-on-one meeting to educate you in the bonding process and provide a list of qualified Austin-area bonding agents.
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