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§1629.5 What losses must the bond
cover?

The bond must provide recovery for
loss caused by such acts as fraud, dis-
honesty, larceny, theft, embezzlement,
forgery, misappropriation, wrongful ab-
straction, wrongful conversion, willful
misapplication, or any other fraudu-
lent or dishonest act committed by an
employee, officer, director, agent, or
volunteer.

§1629.6 What is the required minimum
level of coverage?

(a) A recipient must carry fidelity
bond coverage or similar coverage at a
minimum level of at least ten percent
of its annualized funding level for the
previous fiscal year.

(b) If a recipient is a new recipient,
the coverage must be at a minimum
level of at least ten percent of the ini-
tial grant.

(c) Notwithstanding paragraphs (a)
and (b) of this section, recipients must
not carry coverage under this part at a
level less than $100,000.

§1629.7 Can LSC funds be used to
cover bonding costs?

Costs of bonding required by this
part are allowable if expended con-
sistent with 45 CFR part 1630. Costs of
bonding such as rates, deductibles, sin-
gle loss retention, and premiums, are
allowable as an indirect cost if such
bonding is in accordance with sound
business practice and is reasonable.
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Subpart A—General Provisions

§1630.1 Purpose.

This part is intended to provide uni-
form standards for allowability of costs
and to provide a comprehensive, fair,
timely, and flexible process for the res-
olution of questioned costs.

§1630.2 Definitions.

As used in this part:

(a) Corrective action means action
taken by a recipient that:

(1) Corrects identified deficiencies;

(2) Produces recommended improve-
ments; or

(3) Demonstrates that audit or other
findings are either invalid or do not
warrant recipient action.

(b) Derivative income means income
earned by a recipient from LSC-sup-
ported activities during the term of an
LSC grant or contract, and includes,
but is not limited to, income from fees
for services (including attorney fee
awards and reimbursed costs), sales
and rentals of real or personal prop-
erty, and interest earned on LSC grant
or contract advances.

(c) Disallowed cost means those
charges to an LSC award that LSC de-
termines to be unallowable, in accord-
ance with the applicable statutes, regu-
lations, or terms and conditions of the
grant award.
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