


CAPTIVE INSURANCE SECTION
DIVISION OF INSURANCE AND FINANCIAL OVERSIGHT
GEORGIA DEPARTMENT OF INSURANCE

GENERAL INSTRUCTIONS FOR LETTERS OF CREDIT

1. The letter of credit shall be printed on the issuing banks stationary or other format customarily used by the bank for letters of credit. 

2. The format may be modified by the bank to suit its customary letter of credit format, however the beneficiary, applicant, and for the benefit of, must be clearly shown. 

3. The beneficiary shall be the Commissioner of Insurance for the State of Georgia; the applicant shall be the entity, usually the parent of the captive insurance company, who will be securing the letter of credit; for the benefit of, is the captive insurance company. The applicant is not the captive insurance company. 

[bookmark: _GoBack]4. The wording in the letter of credit should substantially match that provided in the sample attached to these instructions. 

5. Paragraph two in the sample letter of credit is often misunderstood. It means the issuing bank may not seek recourse against the assets of the captive insurance company if the letter of credit is drawn upon in whole or in part. However, the bank may seek recourse against the applicant. 

This distinction is very important because O.C.G.A. § 33-41-8 requires capital and surplus to be free and unencumbered. Permitting the bank to seek recourse against the captive would encumber the capital and surplus thereby preventing the letter of credit to be used for capital and surplus by the captive insurance company. 

6. Any questions about the Georgia Letter of Credit Form may be directed to the Captive Insurance Section at captiveapplicant@oci.ga.gov or by calling Christopher Taylor at (404) 657-9206.


STATE OF GEORGIA
CAPTIVE INSURANCE COMPANY
IRREVOCABLE EVERGREEN LETTER OF CREDIT FOR
[INSERT NAME OF CAPTIVE]

LETTER OF CREDIT NO.:			[Insert Number]

DATE:						December __, 2014

ISSUING FINANCIAL INSTITUTION:		[Insert Name of Bank]
[Insert Street Address of Bank]
[Insert City, State and Zip of Bank]

BENEFICIARY:					Commissioner of Insurance
State of Georgia
West Tower, Floyd Building, Suite 604
2 Martin Luther King, Jr. Drive
Atlanta, GA 30334

1. We hereby establish this irrevocable evergreen letter of credit in favor of the above named beneficiary for the account of [Insert Name of Captive], an Georgia corporation (the “Company”), up to the aggregate amount of $ [Insert Amount] available by your draft(s) drawn on [Insert Name of Bank] (“Bank”), at sight, bearing the number of this irrevocable evergreen letter of credit number [Insert Number](the “Letter of Credit”). This Letter of Credit shall expire at our Letter of Credit Department, [Insert Bank Address] at our close of business on [Insert Anniversary Date] or any annual extension period from such date (the “Expiration Date”) unless as herein provided.

2. This Letter of Credit is issued pursuant to the provisions of O.C.G.A. §33-41-1 et. seq. and on behalf of the above mentioned Company, which is applying for a certificate to engage in the insurance business in the State of Georgia as a captive insurance company. Unless expressly stated herein, this undertaking is not subject to any agreement, requirement or qualification. We understand and agree that the Company has no obligation to reimburse us and we have no right of set off against any funds held by us for the Company in the event this Letter of Credit is drawn down, in whole or in part. By issuing this Letter of Credit, we waive any common law, statutory or contractual right of reimbursement or set off against the Company that may arise in the event this Letter of Credit is drawn down, in whole or in part.

3. It is a condition of this Letter of Credit that it shall be automatically extended without amendment for additional periods of one (1) years, unless at least ninety (90) days prior to the then relevant Expiration Date set forth in Section 1, we send you notice of non-extension to your address as specified in this Letter of Credit via certified mailed, return receipt requested. In the event you receive such notice, you may draw hereunder on or prior to the then relevant Expiration Date, up to the full amount available hereunder by submitting your draft(s) drawn on us, bearing the number of this Letter of Credit. 
    
4. The foregoing provision is not meant to limit your ability to draw hereunder, up to the full amount then available hereunder, in the event of court-ordered receivership or otherwise, at any time.

5. It is a further of this Letter of Credit that each extension shall be measured from the then relevant expiration date, even though such date is not a business day in Atlanta, Georgia for the Bank. It is also a condition of this Letter of Credit that, for the purposes of drawing hereunder, if the then relevant Expiration Date is a nonbusiness day for our bank, drawing may be made not later than our next immediately following business day.

6. This Letter of Credit sets forth in full the terms of undertaking and such undertaking shall not in any way be modified, amended or amplified by reference to any note, document, instrument, statute, regulation or agreement referred to herein or in which this Letter of Credit is referred to or to which this Letter of Credit relates and any such reference shall not be deemed to incorporate herein by any reference any note, document, instrument, statute, regulation, or agreement.

7. Each sight draft so drawn and presented in compliance with this Letter of Credit shall be promptly honored by us if presented on or prior to the above stated Expiration Date or any extension thereof as above provided. Presentment under this Letter of Credit must be made at [Insert Name of Bank], located at [Insert Street Address of Bank], [City of Bank], Georgia [Zip Code of Bank] during normal banking hours.

8. This Letter of Credit is subject to the Uniform Customs and Practices for Documentary Credits - International Chamber of Commerce publication No 600 (UCP 600) and any subsequent revision thereto. Notwithstanding Article 36 of said publication, in the event that one or more of the occurrences specified in Article 36 of said publication occurs, then the Bank hereby specifically agrees that this Letter of Credit shall be extended so as not to expire during such interruption or business any shall extend for ten (10) days after such resumption of business.   

[NOTE: In lieu of UCP 600 the LOC may reference ISP98.] 

IN WITNESS WHEREOF, the Bank has caused its name to be subscribed hereto by [Insert Name of Authorized Signor], its [Officer Designation], a duly authorized officer of said Bank, and hereby causes its corporate seal to be affixed hereto this ___ day of [Insert Month], 20[  ].

[INSERT NAME OF BANK]


By:						
Name:						
Title:						




