Slide Notes for Fidelity Bonding Program of Michigan Webinar,
3-4-08

Slide One: The Fidelity Bonding Program is designed to assist in securing jobs for high-risk
applicants.

It is one of many employment programs and services we offer to employers to attract and retain a

qualified workforce. The program is offered to high-risk job seekers to help them get jobs that
lead to a career.

Slide Two: In Michigan, the Department of Labor and Economic Growth (DLEG) is the
administrative agency for the bonding program.

As the State Bonding Coordinator, | administer the program.

I am located in the Labor Exchange Services Division of the the Bureau of Workforce Programs
(BWP).

Slide Three: The fidelity bonding program was created in 1966 by the U.S. Department of
Labor to alleviate employers’ concerns that at-risk job applicants would be untrustworthy
workers.

Slide Four: Fidelity Bonds are insurance policies of the Travelers Property & Casualty
Insurance Company and the McLaughlin Company in Washington, D.C. is the nationwide
management agent for Travelers.

Slide Five: No notes

Slide Six: Bonding provides business insurance coverage that is free for six months.

Then, after six months, additional insurance coverage may be purchased.

Coverage is for high risk workers and for workers denied bonding insurance by commercial
carriers.

Slide Seven: Some of the benefits of bonding insurance for employers are:
* The bonds are free of charge for 6 months,
» They are a job placement incentive, and
» Are easy to implement.
» These factors are the ingredients for the program’s success!

Slide Eight: Fidelity bonds are an incentive to be hired and they are easy to process.



Now let’s look at the eligible target groups for fidelity bonding.

Certain job seekers can be targeted when marketing bonds to our customers.

Slide Nine: This is a graphic representation of the process. The process begins with the employer
who must first offer the high-risk job seeker employment and prepare the required offer of

employment letter.

The letter is then sent to the local MWA where a certification application is completed.
Then, the letter and certificate application are sent to the State Bonding Coordinator (me).

After both documents are approved, | mail them to Mclaughlin company in Washington, D.C.
In the final step, the employer receives the bonding insurance policy from McLaughlin.

Slide Ten: Eligible groups to target are . . .
» People with poor credit histories.
* Youth lacking work histories — this group also includes youth in apprenticeships
» People with a history of alcohol or drug abuse.
» Dishonorably discharged from military service.
» Exoffenders.
Slide Eleven: Other eligible people are:
» Anyone presently employed where bonding is required for continued employment.

» Commercial bonding was refused for any other reason.

Now let’s look at the businesses that are eligible for fidelity bonding.

Slide Twelve: Eligible business are:

Private, for profit, employers who hire individuals from certain “high risk groups”.

... Ineligible businesses are (next slide)

Slide Thirteen: Employer requirements:

Bonding must be a condition of hire for ALL employees, not just the particular applicant.

It can be a full time, steady and permanent job.



At least 30 hours a week is considered full time.

It could be a temporary job, which is defined as at least 6 months of continuous employment at
30 hours a week.

The employer must give the job seeker an offer of employment letter.

Slide Fourteen: Although the program covers the costs or losses for hiring high-risk workers, it
does not cover all employment risks.

It does not cover liability due to poor workmanship, job injuries or work accidents.
It does not cover a bail or court bond for the legal system.

It does not cover a contract bond, performance bond or license bond sometimes needed to be self
employed.

While the program doesn’t solve all problems for employers, it has increased the employment
rate for job seekers who would not have been hired without bonding insurance.

Now let’s look at the benefits of fidelity bonding for job seekers.

Slide Fifteen: Ineligible persons include entrepreneurs, independent contractors and self-
employed persons.

Slide Sixteen: Job seeker may initiate the bonding process by:
» Asking the employer for an offer of employment letter with the previously listed details.
» Providing a copy of the offer of employment letter to the MWA service provider.

(Bond Insurance amounts next slide)

Slide Seventeen: Job Seeker’s requirements, on the other hand are that they:

» Must have been rejected for bonding by a commercial bonding insurance company
(except ex-offenders)

* Must be of legal working age, and
» Have a firm offer of employment with a set starting date.
Slide Eighteen: This is a graphic representation of the process. The process begins with the

employer who must first offer the high-risk job seeker employment and prepare the required
offer of employment letter.



The letter is then sent to the local MWA where a certification application is completed.
Then, the letter and certificate application are sent to the State Bonding Coordinator (me).

After both documents are approved, | mail them to Mclaughlin company in Washington, D.C.
In the final step, the employer receives the bonding insurance policy from McLaughlin.

Slide Nineteen: Employers must provide:
» An offer of employment letter on the company letterhead.
* The letter must be addressed to the job seeker.

The letter to the job seeker must have the following:

Offer of employment,

Job title,

Rate of pay, and

Conditions of work

A statement that employment is conditional upon the job seeker receiving a fidelity bond,
and

» The date of job offer.

Slide Twenty: Other requirements for the Offer of Employment Letter include:

« Amount of bonding coverage requested by the employer from $5,000 to 25,000. Amounts
over $5,000 require justification.

* A statement that the employment will be full time,
» The start date for employment,

* And finally, the employer’s signature and position title. The person signing must have
hiring authority.

Slide Twenty-One: no notes
Slide Twenty-Two: no notes

Slide Twenty-Three: This chart shows the Dollar value forl-5 units of bonds. An employer first
calculates the maximum amount of property or money a job seeker would be responsible for.
Let’s say for example, an employer wants to hire a high-risk worker, such as, an ex-offender, to
work in a warehouse loading trucks and the employer calculated the worker will be responsible
for $15,000 worth of property or money. Then the employer would request 3 bonds or $15,000
insurance coverage and explain in the offer of employment letter.



One bond equals a stamp that is affixed to the bonding application before it is sent to the
MacLaughlin company.

Slide Twenty-Four: No Notes
Slide Twenty-Five: No notes
Slide Twenty-Six: No notes
Slide Twenty-Seven: No notes

Slide Twenty-Eight: The Success Of The Program in Michigan from the PY 2005 Report
indicates the following:

» Over 475 employers and 13,225 job seekers were made aware of the FBP
> 29 Fidelity Bonding stamps were issued

» 318 inquiries about the FBP

> No defaults or claims have been filed.

Slide Twenty-Nine: There is a misconception that after an ex-felon leaves prison even with the
help of the Fidelity Bonding Program, that the best that ex-felon can achieve in the job market
place is either a fast-food restaurant dishwasher or a lifetime janitor. Well, | beg to differ, just
look at the most frequently bonded occupations!

Slide Thirty: Currently, employers are utilizing credit reports as another means to determine
who they hire. The Work Opportunity Tax Credits (WOTC) may provide an incentive for
employers. They may be eligible for tax credits provided they employ the job seeker for over
certain amount of time.

Slide Thirty-One: For assistance call

Or send your inquiries to the address listed here.

Slide Thirty-Two: Remember: It is the individual high-risk job seeker is being bonded and not
the fellow co-workers or the position.



