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form or manner than is required by its
own constitution or bylaws, except as
otherwise provided by the election pro-
visions of the Act.

(b) The remedy 6 provided in the Act
for challenging an election already
conducted is exclusive.6l However, ex-
isting rights and remedies to enforce
the constitutions and bylaws of such
organizations before an election has
been held are unaffected by the elec-
tion provisions. Section 60362 which ap-
plies to the entire Act, states that ex-
cept where explicitly provided to the
contrary, nothing in the Act shall take
away any right or bar any remedy of
any union member under other Federal
law or law of any State.

[38 FR 18324, July 9, 1973, as amended at 50
FR 31311, Aug. 1, 1985]
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INTRODUCTION

§453.1 Scope and significance of this
part.

(a) Functions of the Department of
Labor. This part discusses the meaning
and scope of section 502 of the Labor-
Management Reporting and Disclosure
Act of 19591 (hereinafter referred to as

173 Stat. 536; 29 U.S.C. 502.
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§453.2

the Act), which requires the bonding of
certain officials, representatives, and
employees of labor organizations and of
trusts in which labor organizations are
interested. The provisions of section
502 are subject to the general investiga-
tory authority of the Secretary of
Labor, embodied in section 601 of the
Act (and delegated by him to the Direc-
tor), which empowers him to inves-
tigate whenever he believes it nec-
essary in order to determine whether
any person has violated or is about to
violate any provisions of the Act (ex-
cept title I or amendments to other
statutes made by section 505 or title
VII). The Department of Labor is also
authorized, under the general provi-
sions of section 607, to forward to the
Attorney General, for appropriate ac-
tion, any evidence of violations of sec-
tion 502 developed in such investiga-
tions, as may be found to warrant
criminal prosecution under the Act or
other Federal law.

(b) Purpose and effect of interpreta-
tions. Interpretations of the Director
with respect to the bonding provisions
are set forth in this part to provide
those affected by these provisions of
the Act with ‘‘a practical guide * * * ags
to how the office representing the pub-
lic interest in its enforcement will seek
to apply it.”’2 The correctness of an in-
terpretation can be determined finally
and authoritatively only by the courts.
It is necessary, however, for the Direc-
tor to reach informed conclusions as to
the meaning of the law to enable him
to carry out his statutory duties of ad-
ministration and enforcement. The in-
terpretations of the Director contained
in this part, which are issued upon the
advice of the Solicitor of Labor, indi-
cate the construction of the law which
will guide him in performing his duties
unless and until he is directed other-
wise by authoritative rulings of the
courts or unless and until he subse-
quently decides that a prior interpreta-
tion is incorrect. However, the omis-
sion to discuss a particular problem in
this part, or in interpretations
supplementing it, should not be taken
to indicate the adoption of any posi-
tion by the Director with respect to
such problem or to constitute an ad-

2 Skidmore v. Swift & Co., 323 U.S. 134, 138.

29 CFR Ch. IV (7-1-25 Edition)

ministrative
tice.

(c) Earlier interpretations superseded.
To the extent that prior opinions and
interpretations under the Act, relating
to the bonding of certain officials, rep-
resentatives, and employees of labor
organizations and of trusts in which
labor organizations are interested, are
inconsistent or in conflict with the
principles stated in this part, they are
hereby rescinded and withdrawn.

[28 FR 14394, Dec. 27, 1963, as amended at 50
FR 31309, Aug. 1, 1985; 78 FR 8026, Feb. 5, 2013]

interpretation or prac-

CRITERIA FOR DETERMINING WHO MUST
BE BONDED

§453.2 Provisions of the statute.
(a) Section 502(a) requires that:

Every officer, agent, shop steward, or other
representative or employee of any labor or-
ganization (other than a labor organization
whose property and annual financial receipts
do not exceed $5,000 in value), or of a trust in
which a labor organization is interested, who
handles funds or other property thereof shall
be bonded to provide protection against loss
by reason of acts of fraud or dishonesty on
his part directly or through connivance with
others.

(b) This section sets forth, in the
above language and in its further pro-
visions, the minimum requirements re-
garding the bonding of the specified
personnel. There is no provision in the
Act which precludes the bonding of
such personnel in amounts exceeding
those specified in section 502(a). Simi-
larly, the Act contains no provision
precluding the bonding of such per-
sonnel as are not required to be bonded
by this section. Such excess coverage
may be in any amount and in any form
otherwise lawful and acceptable to the
parties to such bonds.

[28 FR 14394, Dec. 27, 1963, as amended at 30
FR 14925, Dec. 2, 1965]

§453.3 Labor organizations within the
coverage of section 502(a).

Any labor organization as defined in
sections 3(i) and 3(j) of the Act3 is a
labor organization within the coverage
of section 502(a) unless its property and
annual financial receipts do not exceed
$5,000 in value. The determination as to

3See part 451 of this chapter.
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whether a particular labor organiza-
tion is excepted from the application of
section 502(a) is to be made at the be-
ginning of each of its fiscal years on
the basis of the total value of all its
property at the beginning of, and its
total financial receipts during, the pre-
ceding fiscal year of the organization.

§453.4 Trusts (in which a labor organi-
zation is interested) within the cov-
erage of section 502(a).

Section 3(1) of the Act defines a trust
in which a labor organization is interested
as:

* % % g trust or other fund or organization
(1) which was created or established by a
labor organization, or one or more of the
trustees or one or more members of the gov-
erning body of which is selected or appointed
by a labor organization, and (2) a primary
purpose of which is to provide benefits for
the members of such labor organization or
their beneficiaries.

Both the language and the legislative
history ¢ make it clear that this defini-
tion covers pension funds, health and
welfare funds, profit sharing funds, va-
cation funds, apprenticeship and train-
ing funds, and funds or trusts of a simi-
lar nature which exist for the purpose
of, or have as a primary purpose, the
providing of the benefits specified in
the definition. This is so regardless of
whether these trusts, funds, or organi-
zations are administered solely by
labor organizations, or jointly by labor
organizations and employers, or by a
corporate trustee, unless they were
neither created or established by a
labor organization nor have any trust-
ee or member of the governing body
who was selected or appointed by a
labor organization.

§453.5 Officers, agents, shop stewards,
or other representatives or employ-
ees of a labor organization.

With respect to labor organizations,
the term ‘‘officer, agent, shop steward,
or other representative’ is defined in
section 3(q) of the Act to include
‘“‘elected officials and key administra-
tive personnel, whether elected or ap-
pointed (such as business agents, heads
of departments or major units, and or-

4Daily Cong. Rec.,
April 23, 1959.

pp. 5858-59, Senate,

§453.6

ganizers who exercise substantial inde-
pendent authority)’’. Other individuals
employed by a labor organization, in-
cluding salaried non-supervisory pro-
fessional staff, stenographic, and serv-
ice personnel are ‘‘employees’” and
must be bonded if they handle® funds
or other property of the labor organiza-
tion.

§453.6 Officers, agents, shop stewards
or other representatives or employ-
ees of a trust in which a labor orga-
nization is interested.

(a) Officers, agents, shop stewards or
other representatives. While the defini-
tion of the collective term ‘Officer,
agent, shop steward, or other rep-
resentative” in section 3(q) of the Act
is expressly applicable only ‘“when used
with respect to a labor organization,”
the use of this term in connection with
trusts in which a labor organization is
interested makes it clear that, in that
connection, it refers to personnel of
such trusts in positions similar to
those enumerated in the definition.
Thus, the term covers trustees and key
administrative personnel of trusts,
such as the administrator of a trust,
heads of departments or major units,
and persons in similar positions. It cov-
ers such personnel, including trustees,
regardless of whether they are rep-
resentatives of or selected by labor or-
ganizations, or representatives of or se-
lected by employers,® and such per-
sonnel must be bonded if they handle

5For discussion of ‘‘handle’’, see §453.8.

6See the contrast between section 308 of S.
1555 as passed by the Senate (‘‘All officers,
agents, representatives, and employees of
any labor organization engaged in an indus-
try affecting commerce who handle funds of
such organization or of a trust in which such
organization is interested shall be bonded
* % %) and section 502 of the Act as finally
enacted. The change between the two
versions originated in the House Committee
on Education and Labor. Prior to the report-
ing of the bill (H.R. 8342) by that Committee,
a joint subcommittee of that Committee
held extensive hearings, during the course of
which witnesses including President Meany
of the AFL-CIO criticized the bonding provi-
sion of the Senate bill on the ground that it
required only union personnel of joint em-
ployer-union trusts to be bonded. (See
Record of Hearings before a Joint Sub-
committee of the Committee on Education

Continued
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§453.7

funds or other property of the trust
within the meaning of section 502(a).

(b) Independent institutions not in-
cluded. The analogy to the definition of
the term ‘‘officer, agent, shop steward,
or other representative,” when used
with respect to a labor organization,
shows that banks and other qualified
financial institutions in which trust
funds are deposited are not to be con-
sidered as ‘‘agents’” or ‘‘representa-
tives”’ of trusts within the meaning of
section 502 and thus are not subject to
the bonding requirement, even though
they may also have administrative or
management responsibilities with re-
spect to such trusts. Similarly, the
bonding requirement does not apply to
brokers or other independent contrac-
tors who have contracted with trusts
for the performance of functions which
are normally not carried out by offi-
cials or employees of such trusts such
as the buying of securities, the per-
formance of other investment func-
tions, or the transportation of funds by
armored truck.

(c) Employees of a trust in which a
labor organization is interested. As in the
case of labor organizations, all individ-
uals employed by a trust in which a
labor organization is interested are
“employees,”’” regardless of whether,
technically, they are employed by the
trust, by the trustees, by the trust ad-
ministrator, or by trust officials in
similar positions.

[28 FR 14394, Dec. 27, 1963, as amended at 50
FR 31311, Aug. 1, 1985]

§453.7 “Funds or other property” of a
labor organization or of a trust in
which a labor organization is inter-
ested.

The affirmative requirement for
bonding the specified personnel is ap-
plicable only if they handle ‘‘funds or
other property’ of the labor organiza-
tion or trust concerned. A consider-
ation of the purpose of section 502 and
a reading of the section as a whole, in-
cluding provisions for fixing the
amount of bonds, suffice to show that
the term ‘‘funds or other property’’, as
used in this section of the Act, encom-

and Labor, House of Representatives, 86th
Congress, 1st Session, on H.R. 3540, H.R. 3302,
H.R. 4473 and H.R. 4474, pp. 1493-94, 1979.

29 CFR Ch. IV (7-1-25 Edition)

passes more than cash alone but that it
does not embrace all of the property of
a labor organization or of a trust in
which a labor organization is inter-
ested. The term does not include prop-
erty of a relatively permanent nature,
such as land, buildings, furniture, fix-
tures and office and delivery equip-
ment used in the operations of a labor
organization or trust. It does, however,
include items in the nature of quick as-
sets, such as checks and other nego-
tiable instruments, government obliga-
tions and marketable securities, as
well as cash, and other property held,
not for use, but for conversion into
cash or for similar purposes making it
substantially equivalent to funds.

§453.8 Personnel who “handle” funds
or other property.

(a) General considerations. Section
502(a) requires ‘‘every’’ person specified
in its bonding requirement ‘‘who han-
dles’ funds or other property of the
labor organization or trust to be bond-
ed. It does not contain any exemption
based on the amount of the funds or
other property handled by particular
personnel. Therefore, if the bonding re-
quirement is otherwise applicable to
such persons, the amount of the funds
or the value of the property handled by
them does not affect such applica-
bility. In determining whether a person
“handles” funds or other property
within the meaning of section 502(a),
however, it is important to consider
the term ‘‘handles’ in the light of the
basic purpose which Congress sought to
achieve by the bonding requirement
and the language chosen to make that
purpose effective. Thus, while it is
clear that section 502(a) should be con-
sidered as representing the minimum
requirements which Congress deemed
necessary in order to insure the reason-
able protection of the funds and other
property of labor organizations and
trusts within the coverage of the sec-
tion, it is equally clear from the legis-
lative history7” and the language used

7"House Report No. 1147, 86th Congress, 1st

Session, p. 35; Daily Cong. Record 16419, Sen-
ate, Sept. 3, 1959; Hearings Before the Sub-
committee on Labor of the Senate Com-
mittee on Labor and Public Welfare on S.
505, S. 748, S. 76, S. 1002, S. 1137, and S. 1311,
86th Congress, 1st Session, p. 709.
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that Congress was aware of cost consid-
erations and did not intend to require
unreasonable, unnecessary or duplica-
tive bonding. In terms of these general
considerations, more specific content
may be assigned to the term ‘‘handles”
by reference to the prohibition in sec-
tion 502(a) against permitting any per-
son not covered by an appropriate bond
“to receive, handle, disburse, or other-
wise exercise custody or control” of
the funds or other property of a labor
organization or of a trust in which a
labor organization is interested. The
phrase ‘‘receive, handle, disburse, or
otherwise exercise custody or control”
is not to be considered as expanding
the scope of the term ‘‘handles’” but
rather as indicating facets of ‘‘han-
dles” which in a specific prohibition,
Congress believed should be clearly set
forth.

(b) Persons included generally. The
basic objective of section 502(a) is to
provide reasonable protection of funds
or other property rather than to insure
against every conceivable possibility of
loss. Accordingly, a person shall be
deemed to be ‘‘handling’’ funds or other
property, so as to require bonding
under that section, whenever his duties
or activities with respect to given
funds or other property are such that
there is a significant risk of loss by
reason of fraud or dishonesty on the
part of such person, acting either alone
or in collusion with others.

(c) Physical contact as criterion of
“handling.”” Physical dealing with
funds or other property is, under the
principles above stated, not necessarily
a controlling criterion in every case for
determining the persons who ‘‘handle”
within the meaning of section 502(a).
Physical contact with cash, checks or
similar property generally constitutes
‘““handling.” On the other hand, bond-
ing may not be required for office per-
sonnel who from time to time perform
counting, packaging, tabulating or
similar duties which involve physical
contact with checks, securities, or
other funds or property but which are
performed under conditions that can-
not reasonably be said to give rise to
significant risks with respect to the re-
ceipt, safekeeping or disbursement of
funds or property. This may be the case
where significant risks of fraud or dis-

§453.8

honesty in the performance of duties of
an essentially clerical character are
precluded by the closeness of the super-
vision provided or by the nature of the
funds or other property handled.

(d) “Handling’’ funds or other property
without physical contact. Personnel who
do not physically handle funds or prop-
erty may nevertheless ‘‘handle’ within
the meaning of section 502(a) where
they have or perform significant duties
with respect to the receipt, safekeeping
or disbursement of funds or other prop-
erty. For example, persons who have
access to a safe deposit box or similar
depository for the purpose of adding to,
withdrawing, checking or otherwise
dealing with its contents may be said
to ‘““handle’” these contents within the
meaning of section 502(a) even though
they do not at any time during the
year actually secure such access for
such purposes. Similarly, those
charged with general responsibility for
the safekeeping of funds or other prop-
erty such as the treasurer of a labor or-
ganization, should be considered as
handling funds or other property. It
should also be noted that the extent of
actual authority to deal with funds or
property may be immaterial where cus-
tody or other functions have been
granted which create a substantial risk
of fraud or dishonesty. Thus, if a bank
account were maintained in the name
of a particular officer or employee
whose signature the bank were author-
ized to honor, it could not be contended
that he did not ‘‘handle” funds merely
because he had been forbidden by the
organization or by his superiors to
make deposits or withdrawals.

(e) Disbursement of funds or other prop-
erty. It is clear from both the purpose
and language of section 502(a) that per-
sonnel described in the section who ac-
tually disburse funds or other property,
such as officers or trustees authorized
to sign checks or persons who make
cash disbursements, must be consid-
ered as handling such funds and prop-
erty. Whether others who may influ-
ence, authorize or direct disbursements
must also be considered to handle
funds or other property can be deter-
mined only by reference to the specific
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duties or responsibilities of these per-
sons in a particular labor organization
or trust.

[28 FR 14394, Dec. 27, 1963, as amended at 30
FR 14925, Dec. 2, 1965]

§453.9 “Handling” of funds or other
property by personnel functioning
as a governing body.

(a)(1) General considerations. For
many labor organizations and trusts
special problems involving disburse-
ments will be presented by those who,
as trustees or members of an executive
board or similar governing body, are,
as a group, charged with general re-
sponsibility for the conduct of the busi-
ness and affairs of the organization or
trust. Often such bodies may approve

contracts, authorize disbursements,
audit accounts and exercise similar re-
sponsibilities.

(2) It is difficult to formulate any
general rule for such cases. The mere
fact that a board of trustees, executive
board or similar governing body has
general supervision of the affairs of a
trust or labor organization, including
investment policy and the establish-
ment of fiscal controls, would not nec-
essarily mean that the members of this
body ‘‘handle’ the funds or other prop-
erty of the organization. On the other
hand, the facts may indicate that the
board or other body exercises such
close, day-to-day supervision of those
directly charged with the handling of
funds or other property that it might
be unreasonable to conclude that the
members of such board were not, as a
group, also participating in the han-
dling of such funds and property.?8 Also,
whether or not the members of a par-
ticular board of trustees or executive
board handle funds or other property in
their capacity as such, certain of these
members may hold other offices or
have other functions involving duties
directly related to the receipt, safe-
keeping or disbursement of the funds
or other property of the organization
so that it would be necessary that they
be bonded irrespective of their board
membership.

(b) Nature of responsibilities as affect-
ing ‘“‘handling.”” With respect to par-
ticular responsibilities of boards of

8 As to group coverage, see §453.16.

29 CFR Ch. IV (7-1-25 Edition)

trustees, executive boards and similar
bodies in disbursing funds or other
property, much would depend upon the
system of fiscal controls provided in a
particular trust or labor organization.
The allocation of funds or authoriza-
tion of disbursements for a particular
purpose is not necessarily handling of
funds within the meaning of the sec-
tion. If the allocation or authorization
merely permits expenditures by a dis-
bursing officer who has responsibility
for determining the validity or pro-
priety of particular expenditures, then
the action of the disbursing officer and
not that of the board would constitute
handling. But if pursuant to a direction
of the board, the disbursing officer per-
formed only ministerial acts without
responsibility to determine whether
the expenditures were valid or appro-
priate, then the board’s action would
constitute handling. In such a case, the
absence of fraud or dishonesty in the
acts of the disbursing officer alone
would not necessarily prevent fraudu-
lent or dishonest disbursements. The
person or persons who are charged with
or exercise responsibility for deter-
mining whether specific disbursements
are bona fide, regular, and in accord-
ance with the applicable constitution,
trust instrument, resolution or other
laws or documents governing the dis-
bursement of funds or other property
should be considered to handle such
funds and property and be bonded ac-
cordingly.

[28 FR 14394, Dec. 27, 1963, as amended at 30
FR 14926, Dec. 2, 1965]

SCOPE OF THE BOND

§453.10 The statutory provision.

The statute requires that every cov-
ered person ‘‘shall be bonded to provide
protection against loss by reason of
acts of fraud or dishonesty on his part
directly or through connivance with
others.”

[30 FR 14926, Dec. 2, 1965]

§453.11 The nature of the “duties” to
which the bonding requirement re-
lates.

The bonding requirement in section
502(a) relates only to duties of the spec-
ified personnel in connection with their
handling of funds or other property to
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which this section refers. It does not
have reference to the special duties im-
posed upon representatives of labor or-
ganizations by virtue of the positions
of trust which they occupy, which are
dealt with in section 501(a), and for
which civil remedies for breach of the
duties are provided in section 501(b).
The fact that the bonding requirement
is limited to personnel who handle
funds or other property indicates the
correctness of these conclusions. They
find further support in the differences
between sections 501(a) and 502(a) of
the Act which sufficiently indicate
that the scope of the two sections is
not coextensive.

§453.12 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 handling
of funds as delineated in §§453.8 and
453.9. As such, the bond must provide
recovery for loss occasioned by such
acts even though no personal gain ac-
crues to the person committing the act
and the act is not subject to punish-
ment as a crime or misdemeanor, pro-
vided that within the law of the State
in which the act is committed, a court
would afford recovery under a bond
providing protection against fraud or
dishonesty. As usually applied under
State laws, the term ‘‘fraud or dishon-
esty’” encompasses such matters as lar-

ceny, theft, embezzlement, forgery,
misappropriation, wrongful abstrac-
tion, wrongful conversion, willful

misapplication or any other fraudulent
or dishonest acts resulting in financial
loss.

[30 FR 14926, Dec. 2, 1965]
AMOUNT OF BONDS

§453.13 The statutory provision.

Section 502(a) of the Act requires
that the bond of each ‘‘person’ han-
dling ‘‘funds or other property’ who
must be bonded be fixed ‘‘at the begin-
ning of the organization’s fiscal year
* % % in an amount not less than 10
percentum of the funds handled by him
and his predecessor or predecessors, if
any, during the preceding fiscal year,
but in no case more than $500,000.” If

§453.14

there is no preceding fiscal year, the
amount of each required bond is set at
not less than $1,000 for local labor orga-
nizations and at not less than $10,000
for other labor organizations or for
trusts in which a labor organization is
interested.

§453.14 The meaning of “funds.”

While the protection of bonds re-
quired under the Act must extend to
any actual loss from the acts of fraud
or dishonesty in the handling of ‘‘funds
or other property’ (§453.7), the amount
of the bond depends upon the ‘‘funds”
handled by the personnel bonded and
their predecessors, if any. ‘“‘Funds’ as
here used is not defined in the Act. As
in the case of ‘‘funds or other prop-
erty’” discussed earlier in §453.7, the
term would not include property of a
relatively permanent nature such as
land, buildings, furniture, fixtures, or
property similarly held for use in the
operations of the labor organization or
trust rather than as quick assets. In its
normal meaning, however, ‘‘funds”
would include, in addition to cash,
items such as bills and notes, govern-
ment obligations and marketable secu-
rities, and in a particular case might
well include all the ‘‘funds or other
property’” handled during the year in
the positions occupied by the par-
ticular personnel for whom the bonding
is required. In any event, it is clear
that bonds fixed in the amount of 10
percent or more of the total ‘“‘funds or
other property” handled by the occu-
pants of such positions during the pre-
ceding fiscal year would be in amounts
sufficient to meet the statutory re-
quirement. Of course, in situations
where a significant saving in bonding
costs might result from computing sep-
arately the amounts of ‘“‘funds’ and of
“‘other property’’ handled, criteria for
distinguishing particular items to be
included in the quoted terms would
prove useful. While the criteria to be
applied in a particular case would de-
pend on all the relevant facts con-
cerning the specific items handled, it
may be assumed as a general principle
that at least those items which may be
handled in a manner similar to cash
and which involve a like risk of loss
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should be included in computing the
amount of ‘“‘funds’ handled.

[30 FR 14926, Dec. 2, 1965]

§453.15 The meaning of funds handled
“during the preceding fiscal year”.

The funds handled by personnel re-
quired to be bonded and their prede-
cessors during the course of a fiscal
year would ordinarily include the total
of whatever such funds were on hand at
the beginning of the fiscal year plus
any items received or added in the
form of funds during the year for any
reason, such as dues, fees and assess-
ments, trust receipts, or items received
as a result of sales, investments, rein-
vestments, or otherwise. It would not,
however, be necessary to count the
same item twice in arriving at the
total funds handled by personnel dur-
ing a year. Once an item properly with-
in the category of ‘‘funds’” had been
counted as handled by personnel during
a year, there would be no need to count
it again should it subsequently be han-
dled by the same personnel during the
same year in some other connection.

§453.16 Funds handled by more than
one person.

The amount of any required bond is
determined by the total funds handled
during a fiscal year by each ‘‘person’”
bonded, and any predecessors of such
“person’’. The term ‘‘person’’, however,
is defined in section 3(d) of the Act to
include ‘‘one or more’ of the various
individuals or entities there listed, so
that there may be numerous instances
where the bond of a ‘“‘person’” may in-
clude several individuals. Wherever
this is the case, the amount of the bond
for that ‘“‘person’ would, of course, be
based on the total funds handled by all
who comprise the ‘‘person’ included in
the bond, without regard to the precise
extent to which any particular indi-
vidual might have handled such funds.
This would be the situation, for exam-
ple, in many cases of joint or group ac-
tivity in the performance of a single
function. It would also be true where
various individuals performed the same
type of function for an organization,
even though they acted independently
of one another. There would, however,
be no objection to bonding each indi-
vidual separately, and fixing the
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amount of his bond on the basis of the
total funds which he individually han-
dled during the year.

§453.17 Term of the bond.

The amount of any required bond
must in each instance be based on
funds handled ‘‘during the preceding
fiscal year,” and must be fixed ‘“‘at the
beginning”’ of an organization’s fiscal
year—that is, as soon after the date
when such year begins as the necessary
information from the preceding fiscal
yvear can practicably be ascertained.
This does not mean, however, that a
new bond must be obtained each year.
There is nothing in the Act which pro-
hibits a bond for a term longer than
one year, with whatever advantages
such a bond might offer by way of a
lower premium, but at the beginning of
each fiscal year during its term the
bond must be in at least the requisite
amount. If it is below that level at that
time for any reason, it would then be
necessary either to modify the existing
bond to increase it to the proper
amount or to obtain a supplementary
bond. In either event, the terms upon
which this could best be done would be
left to the parties directly concerned.

FORM OF BONDS

§453.18 Bonds “individual or schedule
in form”.

(a) General consideration. In addition
to such substantive matters as the per-
sonnel who must be bonded and the
scope and the amount of the prescribed
bonds, which have been discussed pre-
viously, the form of the bonds is the
subject of a specific provision of sec-
tion 502(a). Under this provision, a
bond meeting the substantive require-
ments of the section may be either
“individual or schedule in form.”’” These
terms are not specially defined and
could be descriptive of a variety of pos-
sible forms of bonds. According to
trade usage, an individual bond is a
single bond covering a single named in-
dividual to a designated amount, and
bonds ‘‘schedule in form” may include
either name schedule or position sched-
ule bonds. A name schedule bond is
typically a single bond covering a se-
ries or list of named individuals, each
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of whom is bonded separately to a des-
ignated amount. A position schedule
bond is typically a single bond pro-
viding coverage with respect to any oc-
cupant or holder of one or more speci-
fied positions during the term of the
bond, each office or position being cov-
ered to a designated amount. In a stat-
ute relating to trade or commerce, it is
frequently helpful to consider whatever
trade or commercial usages may have
developed with respect to the statutory
terms.? References to individual,
schedule and position schedule bonds
may be found in other acts of Congress
and indicate a clear awareness of trade
usages and terminology in this field. 10

(b) Particular forms of bonds. If the
phrase ‘‘individual or schedule in
form” is considered in light of the
trade usages, section 502(a) at least
permits bonds which are individual,
name schedule or position schedule in
form. Of course, section 502(a) does not
require any particular type of indi-
vidual or schedule bonds where dif-
ferent types exist or may be developed.
It could not be said, for example, that
a bond which schedules positions ac-
cording to similarities in duties, risks,
or required amounts of coverage is not
“‘schedule in form” within the meaning
of section 502(a) merely because the
particular form of scheduling involved
was not employed in bonds current at
the time the section became law. A
more specific illustration would be a
bond scheduling shop stewards as a
group because of the similar duties
they perform in collecting dues, or
members of an executive board as a
group because of the fact that duties
are imposed upon the board as such. A
bond of this type would be ‘‘schedule in
form” within the meaning of section
502(a) and, assuming adequacy of
amount and coverage of all persons
whom it is necessary to bond, such a
bond would be in conformity with the
statute. Also, a bond scheduling posi-
tions or groups of positions according
to amounts of funds handled by occu-
pants of the positions could be viewed
as ‘‘schedule in form.”

9See 2 Sutherland, Statutory Construction
(3d ed. 1943) §4919.

10Act of August 24, 1954, 68 Stat. 335, 12
U.S.C. 1766(g); Act of August 9, 1955, 69 Stat.
618, 6 U.S.C. 14.

§453.20

(c) Additional bonding. Section 502(a)
neither prevents additional bonding be-
yond that required by its terms nor
prescribes the form in which such addi-
tional coverage may be taken. Thus, so
long as a particular bond is schedule in
form as to the personnel required to be
bonded and schedules coverage of these
persons in at least the minimum re-
quired amount, additional coverage ei-
ther as to personnel or amount may be
taken in any form either in the same
or in separate bonds. A bond which pro-
vided name or position schedule cov-
erage for all persons required to be
bonded under section 502(a), each
scheduled person or position being
bonded in at least the required min-
imum amount, would clearly be
““‘schedule in form” within the meaning
of section 502(a) regardless of the ex-
tent or form of additional schedule or
blanket coverage provided in the same
bond.

§453.19 The designation of the “in-
sured” on bonds.

Since section 502 is intended to pro-
tect the funds or other property of
labor organizations and trusts in which
labor organizations are interested,
bonds under this section should allow
for enforcement or recovery for the
benefit of the labor organization or
trust concerned by those ordinarily au-
thorized to act for it in such matters.
For example, in the case of a local
labor organization, a bond would not be
appropriate under section 502 if it pro-
tected only the interests of a national
or international labor organization
with which the local labor organization
is affiliated or if it designated as the
insured only some particular officer of
the organization who does not legally
represent it in similar formal instru-
ments.

QUALIFIED AGENTS, BROKERS, AND SUR-
ETY COMPANIES FOR THE PLACING OF
BONDS

§453.20 Corporate sureties holding
grants of authority from the Sec-
retary of the Treasury.

The provisions of section 502(a) re-
quire that any surety company with
which a bond is placed pursuant to that
section must be a corporate surety
which holds a grant of authority from
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the Secretary of the Treasury under
the Act of July 30, 1947 (6 U.S.C. 6-13),
as an acceptable surety on Federal
bonds. That Act provides, among other
things, that in order for a surety com-
pany to be eligible for such grant of au-
thority, it must be incorporated under
the laws of the United States or of any
State and the Secretary of the Treas-
ury shall be satisfied of certain facts
relating to its authority and capital-
ization. Such grants of authority are
evidenced by Certificates of Authority
which are issued by the Secretary of
the Treasury and which expire on the
June 30 following the date of their
issuance. A list of the companies hold-
ing such Certificates of Authority is
published annually in the FEDERAL
REGISTER, usually in July. Changes in
the list, occurring between July 1 and
June 30, either by addition to or re-
moval from the list of companies, are
also published in the FEDERAL REG-
ISTER following each such change.

[28 FR 14394, Dec. 27, 1963, as amended at 50
FR 31311, Aug. 1, 1985]

§453.21 Interests held in agents, bro-
kers, and surety companies.

(a) Section 502(a) of the Act prohibits
the placing of bonds required therein
through any agent or broker or with
any surety company in which any labor
organization or any officer, agent, shop
steward, or other representative of a
labor organization has any direct or in-
direct interest. The purpose of this pro-
vision, as shown by its legislative his-
tory, is to insure against the existence
of any ‘‘financial or other influential”’
interests which would affect the objec-
tivity of the action of agents, brokers,
or surety companies in bonding the
personnel specified in the section.!! It
appears, therefore, that it was the in-
tent of Congress to prevent the placing
of bonds through agents or brokers,
and with surety companies, in which
any labor organization or any officer,
agent, shop steward, or other rep-

11Daily Cong. Rec. 9114, Senate, June 8,
1959; Record of Hearings before a Joint Sub-
committee of the Committee on Education
and Labor, House of Representatives, 86th
Congress, 1st Session, on H.R. 3540, H.R. 3302,
H.R. 4473 and H.R. 4474, p. 1607.
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resentative of a labor organization
holds more than a nominal interest.

(b) Since the statute provides that ei-
ther a direct or indirect interest by a
labor organization or by the specified
persons may disqualify an agent,
broker, or surety company from having
a bond placed through or with it, the
disqualification would be effective if a
labor organization or any of the speci-
fied persons are in a position to influ-
ence or control the activities or oper-
ations of such brokers, agents, or sur-
ety companies, by virtue of interests
held either directly by them or by rel-
atives or third parties which they own
or control. The question of whether the
relationship between the labor organi-
zation or the specified persons on the
one hand, and another party or parties
holding an interest in a broker, agent,
or surety company on the other hand,
is so close as to put the former in a po-
sition to influence or control the ac-
tivities or operations of such broker,
agent, or surety company through the
latter, presents a question of fact
which must necessarily be determined
in each case in the light of all the per-
tinent circumstances.

(c) It is also to be noted that the
statute does not appear to restrict the
disqualification to cases in which a di-
rect or indirect interest is held by a
labor organization as a whole, or by a
substantial number of officers, agents,
shop stewards, or other representatives
of a labor organization, but provides
for the disqualification also in cases
where any one officer, agent, shop
steward, or other representative of a
labor organization holds such an inter-
est.

[28 FR 14394, Dec. 27, 1963, as amended at 63
FR 33780, June 19, 1998]

MISCELLANEOUS PROVISIONS

§453.22 Prohibition of certain activi-
ties by unbonded persons.

(a) Section 502(a) provides that per-
sons who are not covered by bonds as
required by that section shall not be
permitted to receive, handle, disburse,
or otherwise exercise custody or con-
trol of the funds or other property of a
labor organization or of a trust in
which a labor organization is inter-
ested. This prohibits personnel who are
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required to be bonded, as explained in
§453.8 from performing any of these
acts without being covered by the re-
quired bonds. In addition, this provi-
sion makes it unlawful for any person
with power to do so to delegate or as-
sign the duties of receiving, handling,
disbursing, or otherwise exercising cus-
tody or control of such funds or prop-
erty to any person who is not bonded in
accordance with the provisions of sec-
tion 502(a).

(b) The legislative history of the Act
indicates, however, that it was not the
intent of Congress to make compliance
with the bonding requirements of sec-
tion 502(a) a condition on the right of
banks or other financial institutions to
serve as the depository of the funds of
labor organizations or trusts. Simi-
larly, it appears that the provisions of
that section do not require the bonding
of brokers or other independent con-
tractors who have contracted with
labor organizations or trusts for the
performance of functions which are
normally not carried out by such labor
organizations’ or trusts’ own officials
or employees, such as the buying of se-
curities, the performance of other in-
vestment functions, or the transpor-
tation of funds by armored truck.12

§453.23 Persons becoming subject to
bonding requirements during fiscal
year.

Considering the purpose of section
502, the language of the prohibition
should be considered to apply to per-
sons who because of election, employ-
ment or change in duties begin to han-
dle funds or other property during the
course of a particular fiscal year.
Bonds should be secured for such per-
sons, in an amount based on the funds
handled by their predecessors during
the preceding fiscal year, before they
are permitted to engage in any of the
fund-handling activities referred to in
the prohibition, unless coverage with
respect to such persons is already pro-

12See §453.6(b).

§453.26

vided by bonds in force meeting the re-
quirements of section 502(a).

§453.24 Payment of bonding costs.

The Act does not prohibit payment of
the cost of the bonds, required by sec-
tion 502(a), by labor organizations or
by trusts in which a labor organization
is interested. The decision whether
such costs are to be borne by the labor
organization or trust or by the bonded
person is left to the duly authorized
discretion and agreement of the parties
concerned in each case.

§453.25 Effective date of the bonding
requirement.

While the bonding provision in sec-
tion 502(a) became effective on Sep-
tember 14, 1959, its requirement for ob-
taining bonds does not become applica-
ble to a labor organization or a trust in
which a labor organization is inter-
ested, or to the personnel of any such
organization, until the subsequent date
when such organization’s next fiscal
yvear begins. This is so because the Act
requires each such bond to be fixed at
the beginning of the organization’s fis-
cal year in an amount based on funds
handled in the preceding fiscal year,
and it could not well have been in-
tended that the obtaining of a bond
would be necessary in advance of the
time when it would be possible to meet
this requirement.

§453.26 Powers of the Secretary of
Labor to exempt.

Section 502(a) of the Act provides
that when in the opinion of the Sec-
retary of Labor a labor organization
has made other bonding arrangements
which would provide the protection re-
quired at comparable cost or less, he
may exempt such labor organization
from placing a bond through a surety
company holding a grant of authority
from the Secretary of the Treasury
under the Act of July 30, 1947 (6 U.S.C.
6-13), as acceptable surety on Federal
bonds.

[30 FR 14926, Dec. 2, 1965]
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