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Date:
December 12, 2006
To:
Mayor Hearns and City Council Members

From:
Beverly Glode, Director of Human Resources
Subject:
Introduction of Ordinance No. 867 Providing for an Insurance Policy as an Alternative to an Official Bond

Recommendation:
Introduce Ordinance No. 867, adding Section 2.12.065 to the Lancaster Municipal Code to provide for an Insurance Policy as an alternative to an Official Bond.
Fiscal Impact:
This amendment will reduce the cost of providing official bonds as required by the Government Code 

Background:
Section 2.12.060 of the Lancaster Municipal Code requires certain employees to maintain a bond as provided in Section 36518 of the Government Code.
Discussion:

The proposed ordinance incorporates two sections of the California Government Code.  Section 1463 of the California Government Code provides in pertinent part as follows:

…a government crime insurance policy or employee dishonesty insurance policy, including faithful performance, may be provided as an alternative to the official bond by any county or city, subject to approval by the presiding judge of the superior court and recording and filing as provided in Sections 1457 to 1460.1, inclusive…
As Sections 1457 to 1460.1 do not require the official bonds of city officers to be approved by the presiding judge of the superior court, recorded or filed, Section 1463 authorizes the city to procure an insurance policy instead of an official bond.
Section 1463 of the California Government Code also provides that “an insurance policy procured pursuant to this section may be used as a master bond as though it were an official bond, subject to approval of the appointing power or legislative body as provided in Section 1481.”

Section 1481 provides, in part, as follows:

(b) Notwithstanding any other provision of law, when deemed expedient by the legislative body of a local public agency, a master official bond or other form of master bond may be used which shall provide coverage on more than one officer, employee, or agent of the local public agency, whether elected or appointed, who is required by statute, regulation, the appointing power, the governing board of a local public agency, or the board of supervisors of a chartered or general law county to give bond.

Thus, the city may use a master bond pursuant to Section 1481 and may procure insurance as an alternative to the bond pursuant to Section 1463.
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