§2580.412-13

greater than $500,000 by virtue of these
regulations. (See §2580.412-17.)

§2580.412-13 The meaning of “funds”
in determining the amount of the
bond.

The amount of the bond depends on
the amount of “funds” “handled”, and
shall be sufficient to provide bonding
protection against risk of loss through
fraud or dishonesty for all plan funds,
including other property similar to
funds or in the nature of funds. As
such, the term “funds” shall be deemed
to include and be equivalent to “funds
and other property” of the plan as de-
scribed in §2580.412-4. With respect to
any item of “funds or other property”
which does not have a cash or readily
ascertainable market value, the value
of such property may be estimated on
such basis as will reasonably reflect
the loss the plan might suffer if it were
mishandled.

§2580.412-14 Determining the amount
of funds “handled” during the pre-
ceding reporting year.

(a) The amount of funds “handled” by
each person falling within the defini-
tion of administrator, officer, or em-
ployee (or his predecessors) during the
preceding reporting year shall be the
total of funds subject to risk of loss,
within the meaning of the definition of
“handling” (see §2580.412-6), through
acts of fraud or dishonesty, directly or
in connivance with others, by such per-
son or his predecessors during the pre-
ceding reporting year. The relationship
of the determination of the amount of
funds “handled” to the determination of
who is “handling” can best be illus-
trated by a situation that commonly
arises with respect to executive per-
sonnel of a plan, where a bank or cor-
porate trustee has the responsibility
for the receipt, safekeeping, physical
handling and investment of a plan’s as-
sets and the basic function of the exec-
utive personnel is to authorize pay-
ments to beneficiaries and payments
for services to the corporate trustee,
the actuary and the employees of the
plan itself. Normally, in any given
year, only a small portion of the plan’s
total assets is disbursed, and the ques-
tion arises as to whether an adminis-
trator or executive personnel are “han-
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dling” only the amounts actually dis-
bursed each year or whether they are
“handling” the total amounts of the as-
sets. The answer to this question de-
pends on the same basic criterion that
governs all questions of “handling”,
namely, the possibility of loss. If the
authorized duties of the persons in
question are strictly limited to dis-
bursements of benefits and payments
for services, and the fiscal controls and
practical realities of the situation are
such that these persons cannot gain ac-
cess to funds which they are not legiti-
mately allowed to disburse, the
amount on which the bond is based
may be limited to the amount actually
disbursed in the reporting year. This
would depend, in part, on the extent to
which the bank or corporate trustee
which has physical possession of the
funds also has final responsibility for
questioning and limiting disburse-
ments from the plan, and on whether
this responsibility is embodied in the
original plan instruments. On the other
hand, where insufficient fiscal controls
exist so that the persons involved have
free access to, or can obtain control of,
the total amount of the fund, the bond
shall reflect this fact and the amount
“handled” shall be based on the total
amount of the fund. This would gen-
erally occur with respect to persons
such as the “administrator”, regardless
of what functions are performed by a
bank or corporate trustee, since the
“administrator” by definition retains
ultimate power to revoke any arrange-
ment with a bank or corporate trustee.
In such case, the “administrator” would
have the power to commit the total
amount of funds involved to his con-
trol, unless the plan itself or other spe-
cific agreement (1) prevents the “ad-
ministrator” from so doing or (2) re-
quires that revocation cannot be had
unless a new agreement providing for
similar controls and limitations on the
“handling” of funds is simultaneously
entered into.

(b) Where the circumstances of “han-
dling” are such that the total amount
of a given account or fund is subject to
“handling”, the amount “handled” shall
include the total of all such funds on
hand at the beginning of the reporting
year, plus any items received during
the year for any reason,
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