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AUTHORITY: Secs. 1006(b)(1)(A) and
1007(a)(3), Pub. L. 93-355, as amended, Pub. L.
95-222 (42 U.S.C. 2996e(1)(A) and 2996f(3)).

SOURCE: 49 FR 28717, July 16, 1984, unless
otherwise noted.

§1629.1 General.

(a) If any program which receives
Corporation funds is not a government,
or an agency or instrumentality there-
of, such program shall carry fidelity
bond coverage at a minimum level of
at least ten (10) percent of the pro-
gram’s annualized LSC funding level
for the previous fiscal year, or of the
initial grant or contract, if the pro-
gram is a new grantee or contractor.
No coverage carried pursuant to this
part shall be at a level less than $50,000.

(b) A fidelity bond is a bond indem-
nifying such program against losses re-
sulting from the fraud or lack of integ-
rity, honesty or fidelity of one or more
employees, officers, agents, directors
or other persons holding a position of
trust with the program.

§1629.2 Persons required to be bond-
ed.

(a) Every director, officer, employee
and agent of a program who handles
funds or property of the program shall
be bonded as provided in this part.

(b) Such bond shall provide protec-
tion to the program against loss by
reason of acts of fraud or dishonesty on
the part of such director, officer, em-
ployee or agent directly or through
connivance with others.

§1629.3 Criteria for determining han-
dling.

(@) The term ‘‘handles’” shall be
deemed to encompass any relationship
of a director, officer, employee or
agent with respect to funds or other
property which can give rise to a risk
of loss through fraud or dishonesty.
This shall include relationships such as
those which involve access to funds or
other property or decision-making
powers with respect to funds or prop-
erty which can give rise to such risk of
loss.

(b) Subject to the application of the
basic standard of risk of loss to each
situation, the criteria for determining

§1629.4

whether there is “‘handling’” so as to
require bonding are:

(1) Physical contact with
checks or similar property;

(2) The power to secure physical pos-
session of cash, checks or similar prop-
erty such as through access to a safe
deposit box or similar depository, ac-
cess to cash or negotiable instruments
and assets, power of custody or safe-
keeping, or the power to borrow or
withdraw funds from a bank or other
account whether or not physical con-
tact actually takes place;

(3) The power to transfer or cause to
be transferred property such as mort-
gages, title to land and buildings, or se-
curities, through actual or apparent
authority, to oneself or to a third
party, or to be negotiated for value.

(c) Persons who actually disburse
funds or other property, such as offi-
cers authorized to sign checks or other
negotiable instruments, or persons who
make cash disbursements, shall be con-
sidered to be ““handling’ such funds or
property.

(d) In connection with disbursements,
any persons with the power to sign or
endorse checks or similar instruments
or otherwise render them transferable,
whether individually or as cosigners
with one or more persons, shall each be
considered to be ‘*handling’’ such funds
or other property.

(e) To the extent a person’s super-
visory or decision-making responsi-
bility involves factors in relationship
to funds discussed in paragraphs (b) (1),
(2), (3), or paragraphs (c) and (d) of this
section, such persons shall be consid-
ered to be ““handling” in the same man-
ner as any person to whom the criteria
of those subparagraphs apply.

§1629.4 Meaning of fraud or dishon-
esty.

The term ‘““fraud or dishonesty’’ shall
be deemed to encompass all those risks
of loss that might arise through dis-
honest or fraudulent acts in the han-
dling of funds as delineated in §1629.3.
As such, the bond must provide recov-
ery for loss occasioned by such acts
even though no personal gain accrues
to the person committing the act and
the act is not subject to punishment as
a crime or misdemeanor, provided that
within the law of the state in which
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