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ERISA’s Bonding Requirements —

Misunderstood and Misapplied

PUBLISHED While they may seem straightforward, ERISA’s bonding rules are
02/08/2006 perhaps the most misunderstood and misapplied of all of ERISA’s
I fiduciary requirements. Rarely, if ever, do we see a bond that

complies fully with ERISA’s technical rules. Insurers bear much
of the responsibility for this. This is because ERISA bonds are
typically written on an insurer’s standard form, which oftentimes
falls short of ERISA’s standards. Nonetheless, plan sponsors need
to to make sure the plan is bonded in compliance with ERISA, and
should be ready to negotiate with an insurer to secure a compliant
bond. Much of the confusion centers around who needs to be
bonded and for how much.

ERISA requires fiduciaries and all persons who “handle” plan assets to be bonded.
The purpose of the bond is to protect the plan against losses sustained due to acts of
fraud or dishonesty on the part of those persons whose positions require them to come
in direct contact with, or exercise discretion over, plan assets. For example, if an
employee in the plan’s administrative office who routinely issues plan checks steals
plan funds, the bond is intended to reimburse the plan for that loss.

Plan Sponsor February 2006 Download

Groom Law Group, Chartered | 1701 Pennsylvania Ave., N.W. | Washington, D.C. 20006-5811 | 202-857-0620 | Fax: 202-659-4503 | www.groom.com

This publication is provided for educational and informational purposes only and does not contain legal advice. The information should in no way be taken as an indication of future legal results. Accordingly, you
should not act on any information provided without consulting legal counsel. To comply with U.S. Treasury Regulations, we also inform you that, unless expressly stated otherwise, any tax advice contained in this
communication is not intended to be used and cannot be used by any taxpayer to avoid penalties under the Internal Revenue Code, and such advice cannot be quoted or referenced to promote or market to
another party any transaction or matter addressed in this communication.


https://www.groom.com/wp-content/uploads/2022/11/12_PlanSponsor-February-2006.pdf

