§2580.412-7

by employers or employee organiza-
tions or by withholding from employ-
ee’s salaries are not segregated from
the general assets of the employer or
employee organization until payment
for purchase of benefits from an insur-
ance carrier or service or other organi-
zation. No bonding is required with re-
spect to the payment of premiums or
other payments made to purchase such
benefits directly from general assests,
nor with respect to the bare existence
of the contract obligation to pay bene-
fits. Such arrangements would not nor-
mally be subject to bonding except to
the extent that monies returned by
way of benefit payments, cash sur-
render, dividends, credits or otherwise,
and which by the terms of the plan be-
longed to the plan (rather than to the
employer, employee organization, in-
surance carrier or service or other or-
ganization) were subject to “handling”
by plan administrators, officers or em-
ployees.

Subpart B—Scope and Form of
the Bond

§2580.412-7 Statutory
scope of the bond.

The statute requires that the bond
shall provide protection to the plan
against loss by reason of acts of fraud
or dishonesty on the part of a plan ad-
ministrator, officer, or employee, di-
rectly or through connivance with oth-
ers.

provision—

§2580.412-8 The nature of the duties
or activities to which the bonding
requirement relates.

The bond required under section 13 is
limited to protection for those duties
and activities from which loss can arise
through fraud or dishonesty. It is not
required to provide the same scope of
coverage that is required in faithful
discharge of duties bonds under the
Labor-Management Reporting and Dis-
closure Act of 1959 or in the faithful
performance bonds of public officials.

§2580.412-9 Meaning of fraud or dis-
honesty.

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 handling
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of funds as delineated in §2580.412-6. As
such, the bond must provide recovery
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 the act is
committed, a court would afford recov-
ery under a bond providing protection
against fraud or dishonesty. As usually
applied under state laws, the term
“fraud or dishonesty” encompasses such
matters as larceny, theft, embezzle-
ment, forgery, misappropriation,
wrongful abstraction, wrongful conver-
sion, willful misapplication or any
other fraudulent or dishonest acts. For
the purposes of section 13, other fraud-
ulent or dishonest acts shall also be
deemed to include acts where losses re-
sult through any act or arrangement
prohibited by title 18, section 1954 of
the U.S. Code.

§2580.412-10 Individual or schedule or
blanket form of bonds.

Section 13 provides that “any bond
shall be in a form or of a type approved
by the Secretary, including individual
bonds or schedule or blanket forms of
bonds which cover a group or class”.
Any form of bond which may be de-
scribed as individual, schedule or blan-
ket in form or any combination of such
forms of bonds shall be acceptable to
meet the requirements of section 13,
provided that in each case, the form of
the bond, in its particular clauses and
application, is not inconsistent with
meeting the substantive requirements
of the statute for the persons and plan
involved and with meeting the specific
requirements of the regulations in this
part. Basic types of bonds in general
usage are:

(a) Individual bond. Covers a named
individual in a stated penalty.

(b) Name schedule bond. Covers a num-
ber of named individuals in the respec-
tive amounts set opposite their names.

(c) Position schedule bond. Covers each
of the occupants of positions listed in
the schedule in the respective amounts
set opposite such positions.

(d) Blanket bonds. Cover all the in-
sured’s officers and employees with no
schedule or list of those covered being
necessary and with all new officers and
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