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SUBJECT/TITLE
Local government employee bonds

SPONSOR
Sen. David Boswell

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 All city and county employees, officers who handle public funds

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties

Modifies Existing
X
Adds New

Eliminates Existing

PURPOSE/MECHANICS

SB 75/GA requires all city, county, urban-county and charter county officers, officials, and employees who handle public money to post bond at the local government's expense.  Elected officials who post bond, and their employees covered by a blanket bond, would comply with provisions of the bill.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of SB 75/GA is indeterminable, but would impose an additional expense on cities and counties.  The bill mandates bonding for all city and county officers, officials and employees who handle public money and who are not currently required to be bonded.  The impact probably would be proportional to the size of the city or county.

A surety bond is an agreement by an insurance or bonding company to be responsible for certain defaults, debts or obligations contracted for by an insured party; in essence, a policy insuring one's personal and/or financial integrity.  Bonding is widespread, but apparently spotty.  Also, sources say some public entities do not carry adequate amounts of bonds.  A number of statutes require elected and appointed officials to be bonded.  To illustrate, KRS 71.010 requires a jailer, with the approval of the fiscal court, to execute a minimum $10,000 bond with the state.  The statutes also reveal other instances in which bonding is required.  For example, police officers in second class cities and in urban-county governments must be bonded.  A city treasurer who is the ex-officio treasurer for the board of pension fund must be bonded.  An alcoholic beverage control administrator in a fourth-class city must be bonded.  In other instances, bonding is suggested and carried through by cities and counties, even though there is no statutory requirement.

Generally, there are two types of bonds that carry different ratings by surety companiesSYMBOL 190 \f "Symbol"blanket bonds and schedule bonds.  As the name implies, a blanket bond covers a group, and depends on the number of employees handling money, the amount covered and whether the coverage is for acts of dishonesty or the faithful performance of duties.  A schedule bond rate depends on the title of the position, the number of people in the position, the amount covered and whether the coverage is for acts of dishonesty or for the faithful performance of duties.  Other factors also come into play, such as the credit worthiness of the person being bonded if large amounts of money are at stake.

Bond rates can vary:  One source provided these examples:

City or County
Population
Type of Bond
Positions
Amount
Premium

City 
15,000
Schedule
City clerk, treasurer
$15,000 each
$500

City
16,000
Blanket
89 ratable positions
$75,000
$1,050

County
50,000
Schedule
8 office positions
$10,000 each
$400

City
2,000
Schedule
Mayor

City clerk

2 clerks

7 policemen
$10,000

$100,000

$5,000

$5,000
$750

This bill appears to provide a means for all local public employees who handle public moneys to be bonded, where currently not every employee is required to be bonded.  Having the bonding requirement would protect taxpayers from financial losses.  But the measure would carry an indeterminable cost for entities whose employees are not bonded at this time.  The measure requires everyone who handles public money to be bonded, with the amount based on the maximum the official or employee would handle at any given time during a fiscal year.  The bill does not specify a minimum.  Thus, someone who collects money at the public swimming pool in the summertime, or the person who occasionally accepts money from citizens for copies at a copy machine apparently would be required to be bonded.

One source suggested that, should the bill pass, cities and counties might opt for blanket bonds or some combination of blanket and schedule bonds.  He also suggested that fewer firms may be willing to underwrite cities the size of Louisville or Lexington versus the number willing to underwrite smaller cities.

DATA SOURCE(S)
LRC staff; KRS; LRC publications;

Kentucky League of Cities; Department of Local Government;

Kentucky Auditor of Public Accounts;

bond industry sources

PREPARER
Lowell Atchley
REVIEW

DATE


Page 2

