The Bond of Depository requirements are summarized in KRS 160.570. Each board of education shall appoint a bank, trust company, or savings and loan association to serve as its depository.  According to the administrative regulation, by July 1 of each year the depository selected shall, before entering upon its duties, execute bond for the faithful performance of its duties, to be approved by the local board of education and the Commissioner of Education. Security for the bond shall be deposited with an escrow agent in an amount equal to the penal sum of the bond. Per KRS 41.240 (4), and (5) the securities and obligations shall consist of United States Government Bonds, Kentucky School Revenue Bonds, or Federal Government Agency Obligations, including obligations listed in KRS 66.480 (1)(c).
 

The requirements for the Penal Sum of the Bond of Depository are summarized in 702 KAR 3:090.  Accordingly, it shall be the duty of each local board of education, on the advice of the Superintendent, to determine the amount of the penal sum of the Bond of Depository, at least thirty (30) days prior to the depository entering upon its duties and by July 1st of each fiscal year thereafter.  The penal sum of the depository bond shall be at least equal to either (1) 103 percent of the current daily balances in each account as they may fluctuate throughout the life of the bond; or (2) the highest balance in each account in each month, for all accounts in the previous year.  The penal sum of the depository bond shall be adjusted to reflect expected increases in the highest daily balances due to anticipated changes of deposit amounts in the current year.  No Bond of Depository shall be approved which, in the opinion of the Commissioner of Education, is inadequate to insure the deposits of the local board of education. To reduce the penal sum of a collateral bond, the local board of education shall submit a notice, with reasons for the reduction, to the Commissioner of Education. A local board of education shall not permit a reduction of the collateral of a bond without execution of a new bond with prior approval of the Commissioner of Education.
Revised 1/9/13

Updated 1/9/13


