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Michigan Department of Natural Resources and Environment

Remediation Division 
THE ATTACHED MODEL DOCUMENT ENTITLED:

LETTER OF CREDIT (LOC)
 IS A DRAFT DOCUMENT THAT IS SUBJECT TO REVISION.  IT IS PROVIDED TO THE PUBLIC AS A PRELIMINARY GUIDANCE AS TO THE CONTENT, FORMAT AND TERMS OF THE FINANCIAL ASSURANCE MECHANISM.  IT IS NOT INTENDED, NOR CAN IT BE RELIED UPON, TO CONVEY ANY RIGHTS, SUBSTANTIVE OR PROCEDURAL, TO ANY PARTY.  PLEASE CONTACT THE COMPLIANCE AND ENFORCEMENT SECTION, REMEDIATION DIVISION, DNRE, AT 517-373-7818 TO ASCERTAIN WHETHER THIS DRAFT IS THE MOST RECENT DRAFT OF THIS DOCUMENT.  

The Michigan Department of Natural Resources and Environment (DNRE) will not discriminate against any individual or group on the basis of race, sex, religion, age, national origin, color, marital status, disability or political beliefs.  Questions or concerns should be directed to the  DNRE Office of Human Resources, P.O. Box 30473, Lansing, MI 48909.
NOTE:  Use the word Facility if this LOC is for a remedial action for the facility.  Use the word Property for properties if this LOC is for an interim response designed to meet criteria. 

Drafting notes appear as italicized, bold font; insertion directions appear in italicized, bold print within bold brackets; and word choices appear in regular, bold print within bold brackets.  Replace the bold notes, directions, and word choices with the appropriate information.
MICHIGAN DEPARTMENT OF NATURAL RESOURCES AND ENVIRONMENT 
REMEDIATION DIVISION

FINANCIAL ASSURANCE MECHANISM
PART 201

STANDARD LETTER OF CREDIT
Chief 

Remediation Division

Michigan Department of Natural Resources and Environment

P.O. Box 30426

Lansing, Michigan 48909-7926

Federal Tax Identification No. 38-6000134 (State of Michigan)
Dear Designated Authorized Representative:

SUBJECT:  [name and address of facility or property]





Site ID No. [Insert site ID number]

1. [Insert name of issuing institution] hereby issues this irrevocable Letter of Credit, No. [insert number] (LOC) in favor of the Michigan Department of Natural Resources and Environment (Department) on behalf of [Company’s name] (Designated Party), for a sum of $[insert numeric amount] [insert amount in written text):  (______________________ and _________/100 dollars)], available by the Department’s drafts at sight drawn on our institution, marked “Drawn under [name of issuing institution]’s LOC No. [insert number] dated [effective date of LOC].”  We are a bank or financial institution that has the authority to issue LOCs.  Our operation is regulated and examined by [name of federal or state agency].  

2. The purpose of this LOC is to provide financial assurance to the Department for monitoring, operation and maintenance, oversight, and other costs determined to be necessary by the Department to assure the effectiveness and integrity of the [remedial action plan (RAP) OR interim response designated to meet cleanup criteria] at the [facility OR property] known as the [name of facility or property] ([Facility OR Property]), Site ID No. [insert number], and located at [address of Facility OR Property].
3. This LOC is effective as of [insert date], and shall expire on [insert expiration date, which must be at least one (1) year after the effective date], but such LOC shall be automatically extended for a period of at least one additional year unless, not less than one hundred and twenty (120) days before the expiration date indicated above, we notify both the Designated Party and the Department Authorized Representative (the Department division chief implementing Part 201) by certified mail of our decision not to extend the LOC beyond the current expiration date.  The LOC shall be automatically extended for a period of one year each and every subsequent year unless, not less than one hundred and twenty (120) days before the extended expiration date, we notify the Designated Party and the Department Authorized Representative as indicated above. We agree that the one hundred and twenty (120)‑day period shall begin on the date when both the Designated Party and the Department Authorized Representative have received the notice, as evidenced by the return certified mail receipts.

4. The Department Authorized Representative may make complete or partial drawing(s) on this LOC as follows.  When making a partial drawing, the Department Authorized Representative must submit the original LOC to us together with any drawings hereunder for our endorsement of any payments effected by us and/or for cancellation.

(a) If, within ninety (90) days of both the Designated Party and the Department Authorized Representative’s receipt of a notice from us that we have decided not to extend the LOC beyond its current expiration date, the Designated Party fails to make arrangements with us to provide the Department Authorized Representative with an extension of the current expiration date of this LOC or with an acceptable replacement LOC, or fails to make arrangements for another type of financial assurance mechanism acceptable to the Department Authorized Representative, the Department Authorized Representative may make a complete drawing on this LOC.

(b) If the Designated Party does not provide for monitoring, operation and maintenance, and other costs determined to be necessary by the Department to assure the effectiveness and integrity of the [RAP OR interim response designed to meet criteria] at the [Facility OR Property]; and the Department, upon providing a thirty (30)-day notice to the Designated Party, implements these response activities, the Department Authorized Representative may draw on the LOC to reimburse the Department for its costs of doing the work.

(c) If the Designated Party does not reimburse the Department within thirty (30) days of the Designated Party’s receipt of a summary of oversight costs from the Department, the Department Authorized Representative may draw on the LOC for the amount of costs the Designated Party owes the Department.
5. This LOC is subject to the Uniform Customs and Practice for Documentary Credits (2007 Revision, International Chamber of Commerce Publication No. 600) and the Michigan Uniform Commercial Code, where applicable.  Where conflicts exist between the Uniform Customs and Practice for Documentary Credits and the Michigan Uniform Commercial Code, the Michigan Uniform Commercial Code shall control.

6. We shall honor drafts drawn under and in compliance with the terms of this LOC and these drafts shall be duly honored upon presentation if presented on or after [the effective date of the LOC], and on or before [the expiration date of the LOC], or by any automatically extended date as provided for in Paragraph 3 of this LOC.  The amount of each draft must be endorsed on the reverse of this LOC by the negotiating bank or financial institution.

7. We certify that the wording of this LOC is identical to the wording provided by the Department Authorized Representative as of the date shown immediately below.




[Name of Issuing Institution]




[Street Address OR P.O. Box] 



[City, State Zip]




___________________________________




Signature of Authorized Representative of Issuing Institution



__________________________________




Print or Type Name



__________________________________




Print or Type Title




__________________________________



Date
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