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occurrences, or other extraordinary
circumstances giving rise to this situa-
tion.

PART 1629—BONDING OF
RECIPIENTS

Sec.
1629.1 General.
1629.2 Persons required to be bonded.
1629.3 Criteria for determining handling.
1629.4 Meaning of fraud or dishonesty.
1629.5 Form of bonds.
1629.6 Effective date.

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.

(a) 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
whether there is ‘‘handling’’ so as to
require bonding are:

(1) Physical contact with cash,
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 responsibil-
ity 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.
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§ 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
the act is committed, a court could af-
ford recovery under a bond providing
protection against fraud or dishonesty.
As applied under state laws, the term
‘‘fraud or dishonesty’’ encompasses
such matters as larceny, theft, embez-
zlement, forgery, misappropriation,
wrongful abstraction, wrongful conver-
sion, willful misapplication or any
other fraudulent or dishonest acts.

§ 1629.5 Form of bonds.

Any form of bond which may be de-
scribed as individual, schedule or blan-
ket, or any combination of such forms
of bonds, shall be acceptable to meet
the requirements of this part. The
basic types of bonds in general usage
are:

(a) An individual bond which covers a
named individual in a stated penalty;

(b) A name schedule bond which cov-
ers a number of named individuals in
the respective amounts set opposite
their names;

(c) A position schedule bond which
covers all of the occupants of positions
listed in the schedule in the respective
amounts set opposite such positions;

(d) A blanket bond which covers all
the insured’s directors, officers, em-
ployees and agents with no schedule or
list of those covered being necessary
and with all new directors, officers,
employees and agents bonded auto-
matically, in a blanket penalty.

§ 1629.6 Effective date.

(a) Each program shall certify in its
Application for Refunding, beginning
with the application for FY 1985 funds,
that it has obtained a bond or bonds
which satisfy the requirements of this
part.

(b) A copy of such bond or bonds shall
be provided to the Corporation at its
request.

PART 1630—COST STANDARDS
AND PROCEDURES

Sec.
1630.1 Purpose.
1630.2 Definitions.
1630.3 Standards governing allowability of

costs under Corporation grants or con-
tracts.

1630.4 Burden of proof.
1630.5 Costs requiring Corporation prior ap-

proval.
1530.6 Timetable and basis for granting

prior approval.
1630.7 Review of questioned costs and appeal

of disallowed costs.
1630.8 Recovery of disallowed costs and

other corrective action.
1630.9 Other remedies; effect on other parts.
1630.10 Applicability to subgrants.
1630.11 Applicability to non-LSC funds.
1630.12 Applicability to derivative income.
1630.13 Time.

AUTHORITY: 5 U.S.C. App. 3, 42 U.S.C. 2996e,
2996f, 2996g, 2996h(c)(1), and 2996i(c); Pub. L.
105–119, 111 Stat. 2440; Pub. L. 104–134, 110
Stat. 3009.

SOURCE: 62 FR 68224, Dec. 31, 1997, unless
otherwise noted.

§ 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.
(a) Allowed costs means a questioned

cost that the Corporation, in a man-
agement decision, has determined to be
eligible for payment from a recipient’s
Corporation funds.

(b) 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.

(c) Derivative income means income
earned by a recipient from Corpora-
tion-supported activities during the
term of a Corporation grant or con-
tract, and includes, but is not limited
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