FIDELITY BOND REQUIREMENT
Obtaining a fidelity bond for your retirement plan is a requirement of Section 412(b) of the
Employee Retirement Income Security Act (ERISA). ERISA requires that all fiduciaries and
any other individuals who handle plan assets be covered by a fidelity bond. Plans that
cover only owners and/or their spouse(s) as sole plan participants are the only plans
exempt from the bonding requirement.
The purpose of the fidelity bond is to protect a retirement plan’s assets from loss due to
dishonesty, fraudulent activity or negligence on the part of the fiduciary or any other
individual who handles plan assets.
The following are the rules for the amount of the bond required:




The minimum bond amount must be at least 10% of plan assets as of the beginning of
the plan year plus the anticipated contributions which will be made during the plan
year OR $1,000.00, whichever is greater.
If 95 percent of the assets are not invested in qualifying plan assets, the individual
handling the nonqualifying assets must be bonded in the amount of the nonqualifying
assets.
The maximum bond required under ERISA is $500,000. However, many employers elect
to cover 100% of plan assets.

How do the IRS and DOL know if you have fulfilled the fidelity bond requirements? The
amount and the carrier of the fidelity bond must be reported annually on IRS Form 5500.

PURCHASING A BOND
Once your company decides to adopt a retirement plan, we suggest you contact your
broker or insurance carrier right away. Your fidelity bond must be purchased and in effect
with an approved surety company before any plan assets are handled. Under the terms of
the fidelity bond, the plan will be designated as the “loss payee” for any claims.
If you already have a plan, we suggest you evaluate your bond coverage at the
beginning of each subsequent plan year to ensure that the minimum bonding
requirements are met. If you believe that the amount of plan assets at the beginning of
the year plus the anticipated contributions which will be made during the plan year will
exceed the amount of your bond, it must be increased.

