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2 Skidmore v. Swift & Co., 323 U.S. 134, 138. 3 See part 451 of this chapter. 

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 As-
sistant Secretary), which empowers 
him to investigate whenever he be-
lieves it necessary in order to deter-
mine whether any person has violated 
or is about to violate any provisions of 
the Act (except title I or amendments 
to other statutes made by section 505 
or title VII). The Department of Labor 
is also authorized, under the general 
provisions of section 607, to forward to 
the Attorney General, for appropriate 
action, any evidence of violations of 
section 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 Assistant 
Secretary with respect to the bonding 
provisions are set forth in this part to 
provide those affected by these provi-
sions of the Act with ‘‘a practical guide 
* * * as to how the office representing 
the public interest in its enforcement 
will seek to apply it.’’ 2 The correctness 
of an interpretation can be determined 
finally and authoritatively only by the 
courts. It is necessary, however, for the 
Assistant Secretary to reach informed 
conclusions as to the meaning of the 
law to enable him to carry out his stat-
utory duties of administration and en-
forcement. The interpretations of the 
Assistant Secretary contained in this 
part, which are issued upon the advice 
of the Solicitor of Labor, indicate the 
construction of the law which will 
guide him in performing his duties un-
less and until he is directed otherwise 
by authoritative rulings of the courts 
or unless and until he subsequently de-
cides that a prior interpretation is in-
correct. However, the omission to dis-
cuss a particular problem in this part, 
or in interpretations supplementing it, 
should not be taken to indicate the 
adoption of any position by the Assist-
ant Secretary with respect to such 

problem or to constitute an adminis-
trative interpretation or practice. 

(c) Earlier interpretations superseded.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] 

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 Act 3 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 
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4 Daily Cong. Rec., pp. 5858–59, Senate, 
April 23, 1959. 

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

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

* * * a 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 4 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-

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 5 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, 6 and such per-
sonnel must be bonded if they handle 
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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. 

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. 

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 ‘‘representatives’’ 
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 man-
agement responsibilities with respect 
to such trusts. Similarly, the bonding 
requirement does not apply to brokers 
or other independent contractors who 
have contracted with trusts for the 
performance of functions which are 
normally not carried out by officials or 
employees of such trusts such as the 
buying of securities, the performance 
of other investment functions, 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-

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 with-
in the meaning of section 502(a), how-
ever, 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 history 7 and the language used 

VerDate Mar<15>2010 11:41 Aug 17, 2011 Jkt 223110 PO 00000 Frm 00216 Fmt 8010 Sfmt 8010 Q:\29\29V2.TXT ofr150 PsN: PC150



207 

Ofc. of Labor-Management Standards, Labor § 453.8 

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 orga-
nization 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 indi-
cating facets of ‘‘handles’’ 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 prin-
ciples 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, bonding 
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-
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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8 As to group coverage, see § 453.16. 

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 

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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