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Introduction and Caveats forthis Handbook.

1. For the purposes of this handbook, for brevity and to avoid confub®wffice for 3809 bond
adjudication is the state offi¢€O)and the office for 3809 operations is the field of{(EO®).
Use this guidance to adjudicate and maintain surface management bonds in conjunction with
the 3809 surface management regulations, the 3809 surface management manual and
handbookany manual supplements developed by specific Bureau of Land Management
(BLM) states andany memoranda of understanding or other cooperative agreements existing
between your office and agencies in your state.

2. This handbook refers to the adjudication, acceptance/rejeatidmaintenance of the 3809
bonds and associateddimcial instruments being accomplished by the BE®I The
regul ations at 43 CFR 3809.a9 060 rreeffeerr rtead fifoi |
i nst r uthatametreqyuirgd when conducting operations undatae or aPlan of
Operations. Thést of acceptable financial guarantees are: (a) surety bonds; (b) cash; (c)
irrevocable letters of credit; (d) certificates of deposit or savings accounts; (e) certain securities

or bonds; and (f) insurance. ahhe hteert mr finf il
a financial guarantee includes a surety bond, and also includes the types of financial pledges
required to secure a personal bond. For BL

types of bonds: a surety bond, where thretyucompany insures performance by the operator

of its obligations to BLM, or a personal bond, which must be secured with a financial pledge of
one of the remaining types of financial guaranteesaffiove). In this handbook, the term
Aibondo wigénéricabydo rafes te surety bonds and/or personal bonds secured by a
financial pledge of one of the other types of financial guarantees

3. This handbook provides some guidance for the entry of the 3809 bonds into the Legacy Rehost
2000(LR2000) Bond and Surety Syste(BSS)andthe LR2000Case Recordatiofystem
(CRS) Also, please refer to appropriate data standards and/or dictionaries. If your state
utilizes another system to accomplish the automated data entry, please follow the guidance
issued by your state for an alternative automated system and the appropaiatenyat
responsibilities for that system.

4. All plans of operations and notices require the operator to include how the surface disturbed by
the operations will be reclaimed (reclamation plan). Sometimes, especially in the case of
abandoned or neoperational plans/notices, there may only be a reclamation plan established
because reclamation is all that is to be done on the lands. In this case, a bond may or may not
be required depending on the state or office having jurisdiction over the siteddaimed.

References in this handbook to Aplano shoul
not a stanéilone reclamation plan.

5. Adecision issued by &Ois on behalf of th&tateDirector. Therefore, a decision issued by a
SOis not sulect to theStateDirector review provisions of 43 CFR 3809. An office, for
example, the district office, cannot formally review its own decisions. Decisions issued by the
BLM districtor field offices are subject to and can be formally reviewed bysth State
office decisions are only appealable to Interior Board of Land Appea#isfederal court
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Therefore, the review/appeal process is different and the appeals statements will be different on
a decision issued by@0Oversus a decision issued & fieldor district office under the
regulations at 43 CFR 3809.

6. Suretyship law and related concepts used to adjudicate bonds apply to all bonds regardless of
the BLM program. Differences occur in the authorities that give the BLM the right to require a
financial guarantee (a bopdhe authorizations (regulations) that provide guidance as to how
the BLM will carry out the bonding actions, the amounts that may be required for a bond, and
the various financial instruments that may be pledged to secure a bond. The basic differences
have been captured in a chart in Appendix A.
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CHAPTER | T Overview of Bonding
KEYWORDS

What is a bond? A bond is a written contraauaranteeing
performance and/or payment, and is ususdiguredvith some type
of financial pledgelf the person with the obligation to perform fail
to do so, the bonduaranteg payment forihancial loss aused by th
act or the default of a person. In the BLM, a bond is a binding
contract between the BLM and an operator, or on behalf of an
operator, secured by moneyfinancial assefghat insures the
fulfillment of obligations.

A. Why and When is Bond verage Required?

Bonds protect the government, and taxpayers, against financial

damages or loss arising from defaulted or terminated contracts,

permits, specialise authorizations, and licenses. The BLM requi

bonds prior to surface distun@e in mining and mineral exploratio

development, and production, riglibway authorizations,

procurement and construction contracts, and spas&jpermits for

different purposes. The BLM requires bonds in different resourci

programs such as oil aggs, timber, coal, geothermal, mineral BOND
materials, rightof-way and others. The various programs differ i COVERAGE
bond instruments, bond amounts, and other requirements. This REQUIREMENTS
handbook only addresses bond coverage required prior to any

development involving suaite disturbance related to operations

conducted under the Mining Law of 1872 and the regulations at

CFR 3802 or 3809, i.e., prior to any surfalisturbing activities

under Noticelevel operations or a Plan of Operations (operations

Bonds required for surface management (43 CFR 3802/3809)
guarantee the lands disturbed during mining operations will be
reclaimed including repair of damaged surface, removal of build
and equipment, disposal of waste, and revegetation of the distut
lands. Bond coverage must be continued in full force and effect
all the terms and conditions of the operations have been met. T
includes timely completion of the terms and conditions of the
operating and reclamation plan, reclamation of theaipey area, to
the satisfaction of the Authorized Officer (AO).

When a proposed change of operator comes to the attention BO CHANGE OF
staff, theFO must determine the new operator is properly bondec OPERATOR
under the current regulations before officially recagmg the new

operator.

A surface management (38d8)nd extendsoverage to a BONDS COVER

right-of-way only if a rightof-way is part of the approved operatin RIGHTS-OF-
BLM HANDBOOK Rel. 3356

07/01/2016



H-38092 SURFACE MANAGEMENT BONDPROCESSING (Public)

plan and not a separate BLM authorization under 43 CFR 2800 WAY
(which would require a separate bond urttier2800 regulations).

The lands to be disturbed and/or developed under the operation LANDS MAY

be a combination of federal and private surface. A separate bor BE BOTH

not required for the protection of a private surface owner since tl FEDERAL AND
protection is alreadyrpvided by the federal surface management PRIVATE
bond. SURFACE

B. Bond Contracts

A bond is a written contractupfomise given to provide assurance BONDS ARE
one paty (BLM) that another party (operator) will fulfill an CONTRACTS
obligation it has undertaken to perform. Up to a specified amou

limit, a bond may guarantee credibility, faithful performance,

financial strength,rad the ability or capacity to perform a dut.

financial guarantess a guarantee of paymenttlife obligor (operator

fails to perform.

A performance bond protects the bond owner, the BLM, from
financial loss should the contractor (operator) fapérform the
contract (Notice/Plan) in accordance with its terms and conditior
Under a bond, the princigabligoris responsible to fulfill a
contractual obligation. If the principal/obligor does not perform,
bond may be collected.

Insurancewhen used as a financial guarantee, must be compare

the other types of acceptable financial guarantees. Normally,

insurance pays the insurex on behalf of the insurethe amount of INSURANCE
losses sustainaghder certain circumstances, and the amouidt qnat REQUIREMENTS
is in accordance with the amount of coverage purchaledsurance

is acceptable for bonding purposes, it must be the BLMcHrafile a

claim andis paid, and there must be sufficient coverage in place.

Additionally, the protections for the BIL must be comparable to th

other types of financial guarantees

A bond is a contract between tworooreparties, to guarantee the
performance of a specified condition(s). Personal bonds are col

directly between the obligor (usually thpevator) and the obligee PARTIES TO A
(BLM). A surety bond is written for the benefit of a third party, al BOND
is athreeway contract among the principal (owner of the bond, ir

case, usually the operator), the surety (surety company), and the

obligee(the party to whom performance is promised, in this case

BLM). A bond may only be terminated or canceled with the con:

of all parties to the bond, i.e., consent of the obligor and the obli

on a personal bond, or the consent of the principal,ysuet oblige

on a surety bondUsually,an insurance policy is between two part
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the insurance company and the insured, and either party may cz
the contract unilaterally. However, if an insurance policy is to be
for bonding purposes, the BLMust be a party to the policy and tt
policy cannot be unilaterally cancelled.

On BLM surface management bonds, diperator is the
principal/obligorwho supplies the bond, or is the one for whom th
bond is obtained; the surety, if it is a surety basdhe surety
company guaranteeing the princisaberformance; and the obligee
the BLM.

C. Bond Coverage

A bond submitted to the BLM is for individual, statewide, or
nationwide coverage. The amount provided under any of the thi
types of coverage must always be sufficient to calleeclamation
costsfor the operations covered by the bond. ®perator must be
the principal or a cgrincipal on the bondr the bond must be
submitted by a third party and include a properly executed cons
surety, showing the bond is provided for the operator as named
Notice/Plan of Operations on fileith the BLM.

An individual bond covers all operations of the principal (operatc
for a specific plan. If the operator wishes to assign the Plan of
Operations to another party, a consent of surety must be furnish
allow the new operator to be covedrender the existing bond or the
new operator must furnish its own bond.

The surface management regulations at 43 CFR 3802 and 380¢
provide for statewide and nationwide bonds. These bonds can |
accepted to cover all of a princigabperations in ongtate (statewic
bond) or in all states on lands open to the operation of the Minin
Law (nationwide bond). The BL#8 regulations require the BLM t
review the required bond amounts periodically to ensure the am
i s adequat e f or lamation apilgymwihin a stabe:
(for a statewide bond) or nationally (for a nationwide bond).

Nationwide bonds must be entered promptly into the BLM Bond
Surety System (BSS) (subsystem in Legacy Rehost System 20C
(LR2000)), i.e., within 5 workingalys of the action involved (e.g.,
bond filed by an entity, bond accepted, etc.). Failure to enter a
nationwide bond timely may cause the delay of approval of varic
actions in other BLM5GOs. Likewise, obligations against a
nationwide bond must be prompteflected in the bond system to
prevent unfunded liability authorizations.
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D. Types of Bonds
There argwo types of bondssurety and personal.

1. Surety Bonds A surety bond consists of a promise by ¢
principaland surety to the United States that the surety
correct any default should the principal not doesther by
ensuring performase is completed quaying up to the
penal sum (amount) of the bond. The acceptance of tt
surety bond by the BLM on behalf of the United States
authorization of activity based upon the bond, complett
the cycle and is a thregay contract between thpgincipal,
the surety, and the United States. This thwag contract
is enforced against the principal and/or the surety shot
the principal fail to comply with the terms and conditior
the operations and all surface reclamation requirement
Moneypaid by a principal to obtain a suréentry into th
arrangement is called a premium and is a private matte
solely between the principal and the surety. The suret
may require collateral or an indemnity agreement from
principal, which is als@a private matter not involving the
BLM. See Chapter Il of this handbook for information
about adjudicating surety bonds.

2. Personal BondsAlternatively, the principal (obligor) ma
furnish a personal bond to ensure compliance with all t
terms and conditions of a Notice or Plan of Operations
public lands. A personal bomdust be accompaniedy a
financial instrument pledged to the BLM as security for
bond. Financial instrumentisat may beledged to secur
a personal bond includedgposit with the BLM of an
irrevocable letter of credit (LC), a negotiable U.S. Trea:
security (i.e., U.S. Treasury bill, bond, or note), guaran
remittance (e.g., cashisrcheck, certified check, cash), ¢
fixed time deposit account (e.g., a cectifie of deposit
(CD) or a savings account (SA) or an assignment of st
fixed time deposit account), or another financial guarar
as described at 43 CFR 3809. See Chapter IV of this
handbook for information about adjudicating a persona
bond and the fiancial instruments that may be pledged
security for a personal bond.

Bonds secured by a fixed time deposit account or U.S. Treasury
securities must have a full current market value equal to the bon
amount required by the BLM AOThe market value must include
any amount that would be collected by the financial institution in
event of early redemption, withdrawal, or collectigkiso note, the
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I-5
principal collects the interest on any interestiring account absen
operator defalt.
In October 1986, Section 303 of the Federal Land Policy Manag AUTHORITY

Act (FLPMA) was amendetb allow irrevocable LCs, thirgarty
sureties, and bonds held by a state authority to secure a bond fc
surface management operations (see 100 Stat2#8BOctober 18,
1986] and 100 Stat 334243 [October 30, 1986]).

E. Setting the Required Bond Amount and Processing the
Bonds

The BLM operations personniel theFO (in consultation with state
or other agencies also having some jurisdiction over the same le
covered by the Federal Notice or Plan of Operations) are respor
for determining the amount of the reclamation bond required for
operations based dhe estimated reclamation costs submitted by
operator. Once operations personnel have established the requ
bond amount for a specific Notice or Plan of Operations, the ope
will apply to theSObond staff/adjudication section for adjudicatio
and acceptance of the bond contract and financial instrument. 1
designated office will receive, adjudicate, accept/reject, hold,
maintain, demand collection of the bond, or authorize release of
associated funds and terminate the bond period of liability

All bonds (bond contract and financial instrument) must be subn
to the designated BLM Office and must be executed omtist
currentbureauwide forms. The bond contracts contain the terms
conditions of responsibilities under the bond, swuhrader what
conditions the BLM will accept cancellation Notices. In addition,
personal bond also contains a power of attorney to the Secretar
the Interior, which has been further delegated to the BLM, which
gives the Secretary control of the fgndcluding the authority to
collect the proceeds in case of any default.

Most individuals, companies, and sureties will file bond documel
with the correctly designated BLM Office. However, if the incorr
office receives a bond and/or related docutsieihe bond and/or
documents must be forwarded expeditiously to the correct office
personnel for adjudication.

F. General Information about ReclamationRequirements

Aspects of mining operations which are required to be covered by

bond may be found at 43 CFR 3809 and associated reclamation

manuals/handbooks,g H-38091, andin agreements which may be

AND

AUTHORIZATION
FOR FINANCIAL
INSTRUMENTS

SETTING THE
REQUIRED
BOND AMOUNT
AND
PROCESSING
THE BOND OR
BOND AND
FINANCIAL
INSTRUMENT

GENERAL
RECLAMATION
INFORMATION

applicable among the BLM, U.S. Forest Service, state agenaés ar

BLM HANDBOOK Rel. 3356

07/01/2016



H-38092 SURFACE MANAGEMENT BONDPROCESSING (Public)

local governments.

1. Reclamation contractsre considered Federal construction
contracts. See Bureau Handbook 51.0-3, Contracting for
Construction for further details.

2. Reclamation estimatésclude cost of contract administrati

G. Change of Operator

When a change of operator comes to the attention of the BLNFQhe CHANGE OF
AO must not release any part of the bond or issue any decision or OPERATOR
relieving the current operator of responsibility for reclamation until

transfered1) provides @cumentation in writing that it accepts

responsibility for the current operadsipreviously accrued obligations

and (2) provides an adequate replacement bond to cover both the

operato@s obligations and any new disturbance that will be caused

the transferee.

A designation of operator from either the mining claimant or the DESIGNATION
operator is not currently required by the BLM. The operator, throu OF OPERATOR
submission of a Notice or Plan of Operations, accepts responsibilit NOT REQUIRED
under the terms and conditionstbé Notice or approved operating pl

for the surface disturbance conducted on public lands. The bond

guarantees performance of the responsibilities.

H. Parties Which May Furnish Bond Coverage

Bond coverage must be furnished by either of the folloyengies: PARTIES
WHICH MAY
1. The operatoas named in the Notice or the Plan of FURNISH BOND
Operationsfiled with the BLM; or COVERAGE

2. A third partyon behalf ofthe named operator. If a party
other tharthe operator furnishes the bond, consent of su
must be also submitted showing thend principal is postin
the bond on behalf of the operator.

If a party, other than the bond principal, provides jusfitiencial
pledgefor the bond, a rider to the bond is required committing the f
for the bond.

NOTE: The IBLA has held thatiad b a 6 a f téenameasno be ADBAO
treated as surplusage. TB8S must contaithe name of the business ENTITIES

entity or the business entigndt h e i d Bfam Milner, 45 BEA NOT ALLOWED
119 (1980)McClain Hall and Arthur R. Frank61 IBLA 202 (1982)

andJ.F.C.QlandGas 60 I BLA 191 (1981)
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suggest, if abbreviating the name is a must, the named registrant ¢
fictitious business be used rather than the entity doing business ur
fictitious name filing. However, the BLM Washingt@ifice and
standard business practices require the use of the complete name
entity. A Aidbaodo entity is not
business entity.

. Bond Information

When requested, provide the bond forms and information on accej BOND

financial instruments by referring requestor to an appropriate webs INFORMATION
administered by the various BLM offices or by faxing or mailing

bonding information and bond forms to the requestor (lllustratibjn 1

The BLM public rooms/information access tens/etc. (depending on

the individual BLM stateds or ¢

BLM office should have the bond formisond information, exampde

andalist of frequently asked questions available for customers.

The bonds and financialstrumentsare abstracted in the BSS of the BOND AND
BLM6s LR2000 system. -wide mforBeBidh ag SURETY
to the financial responsibility for reclamation on public lands and m SYSTEM
be kept current at all times.

All bondsproviding coverage of public, BLMdministered lands mus
be entered by the BLM in BSS regardless of whether the BLM, a s
or other agency accepted, holds or maintains the bond. The BLM
be able to show the financial responsibility for disturbanchdgtblic
lands.

J. Terminating the Period of Liability under the Bond

Theperiod of liability of a bondbegins athe time a satisfactory bonc TERMINATION
is accepted by the BLM for a specified obligatand continuesintil OF THE
thoseobligations covered by the bond cotonean end as specified in t PERIOD OF
terms of the bond. The period of liability ends, although the bond i LIABILITY

is not terminated or cancele@he United States, acting through the

BLM, cannot terminate the period of liability under a bond until all

obligationsof the terms of a Plan of Operations or a Netee|

disturbance have been fulfilled, or payment of the bond (penal sun

received by the BLM, or until a satisfactory replacement bond has

accepted by the BLM.

When the BLM surface management@pésts determine, to the exte
they are able, that all obligations under the bond (the requiremeatlts
operations) have been met, the period of liability under the bond m
terminated by th&Obond staff or adjudication. That means an exa
date is set after which mew liability may accrue under the bond. T}
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does not mean that the bond principal may deny liability for a caus
action accruing before the termination of the period oflitswf the
bond.

Until the currentregulations became effective January 20, 2001, the
BLM did not release a surety from past liability. However, ¢herent
regulations at 43 CFR 3809.581(b) state thasthetyis released from
an obligation that acued while thesurety bondvas in effect when a
replacementbondover s such obligati on
The same standard does not apply to the bond principal or to the
operator or to parties under a personal bond.

K. Retention of Bonding Instuments

Once a document is received by
official case file, and as such, cannot be returned, destroyed, or
permanently removed from the official case file. The original bond
contract and any bond riders are to beinethas part of the official ca
file.

Financial pledges securing a personal bond are returned to the fini
institution, unless the obligor requests return to the obligor, with a «
kept in the bond file. Because official case files may corsaimne
information which may be considered protected under the Privacy
exempt under the Freedom of Information Act (FOIA), it is importal
review each file for any information before it is provided to a reque
This includes automated data cained in the BLMBSS

Upon a reasonable time after the closing of a bond file, the bond
documents and pertinent correspondence should be combined wit
Notice or Plan of Operations file, if bonds and operating files are
maintained by separate offices or in separate filasy Bond documen
that contain confidentiahformationmust be segregated in the surfac
management case file with Form 1223 Form 1272 provides that,
Al The form] must be attached t
i s removed fSomenfotmateon assodiaed witl the
bonds and financial instruments is privacy information protected ui
Title Il of the Privacy Act and must be redacted or otherwise remao
prior to viewing by the public or unauthorized BLM personnel. If y«
areunsure whether any information in a bond is protected informat
contact theSolicitorés Office.

See also BLM Manual 1278 for additional guidance on access to E
information. Disposal of the surface management case file is to be
according to Burau Manual 1220, Records Retention Schedule.

Currentrequirement is 5@ears retention after cutoff. Cutoff is the e
of the fiscalyear in which the operations are completed and reclam
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is accepted.
L. Related References

This Handbook Section is tee used in conjunction with theSl® User
Guide, FLPMA and amendments, @8R 3802 and 3809 as well as
Bureau Manual Sections 3809 and applicable handbooks. A copy
CFR(U. S. Treasury regulationghe Federal Acquisition Regulation:
and the Genel&ervices Administration regulations concerning bon
taken and contracts issued by the Federal government are also
recommended.
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CHAPTER 11 17 General Principles and Initial Bond Processing

A. Determination of Reclamation Costs

The BLM FO or other delegated AO issues a writtestermination of
the named operatoroés recl amati
amount for existing and/or proposed disturbance on the specified
operations. Guidance for reviewing proposed operations, determir
the reclamation cost estimate, asadting the required bond amount n
be found in the Surface Management HandboeB8BS3 1.

Bonds may be accepted before a Notice or Plan is filed with the Bl
When the AO determines the cost of reclamation for a Notice or Pl
that amount is then dghkted against the bond already accepted. Hz
the bond in place before the Notice or Plan is filed is often more
efficient for the BLM and operator. Operations are authorized aftel
bond(s) is committed (obligated) by the BL3Din the amount setsa
required by the BLMFO.

B. Bond Forms

In May 2012(previously 200@), the Washington Office authorized bo
forms to be used for surface management bonding under 43 CFR
or 3809. Only the original approved bond form may be submittad
reclamatiorbond to the BLM. Only a single original of the bond for
required to be filed with the BLM. The bureaide forms are to be
used until revised versions are issued by the Washington Office. T
forms are as follows:

Form 38091, Surface Management Skety Bond. This is the bond
contract to be used for surety bonds that are underwritten by a cor
surety certified by the U.S. Department of the Treasury. Surety bo
must be accompaniedtlyes ur et yé6s power of

Form 38092, Surface Managment Personal Bond.This is the bonc
contract to be used for financial pledges to secure a bond for the E
The signatory on personal bonds must be acknowledged by a note
be accompanied by a corresponding financial guarantee (the bond
financial pledge may or may not be received at the same time).

Bonds accepted on previous editions of 3809 surety and personal
forms may provide coverage orflyr Plans of Operations; therefore,
discontinue use of these forms. Bonds accepted before thlatregs
became effective on January 20, 2001, do not apply to Nésics
operations. Bonding is now required for reclamation activities of
Notice-level operations. In order for a Notitmvel operation to be
covered under an existing older bond fothe bond principal must
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submit a rider extending the bond coverage to Notices, or a new b
which covers Plans and Notices may be submitted as a replaceme
the older bond.

Form 38094, Bond Rider Extending Coverage of Bond to Assume FORM 38094
Liabilities for Operations Conducted by Parties Other Than the CONSENT OF
Principal (Consent of Surety) Rider. This rider is to be used with a SURETY
personal or surety bond when the bond is provided by a party othe

the operator, i.ewhenthe bond principal is NOT the operatdrhe

principal on a bond must be the operator, as named in the Plan of

Operations or the Notice filed with the BLM, or the bond must be

pledged on behalf of the operator, by a third party. The operator n

always be bonded to guarantee reclamation of saidesturbing

activities.

Third-party surety and personal bonds are acceptable if, in additior
the bondthe consent of surety (Form 3849 is included, whereby the
bond is pledged on behalf of the named operator. The principal, a
surety if a surgtbond, agree the bond covers the operator and 100
percent of the reclamation liabilities for the Plan of Operations or N
and the associated obligations under the bond.

Form 38094a, Surface Management Personal Bond RiderThis PERSONAL
rider isused with a personal bond to change the amount of the bor BOND RIDER
extend the coverage, add-poncipals, document that the financial

pledge is supplied by a party other than the bond principal, etc.

Surety Bond Rider. There is actually no BLM form for a sty bond SURETY BOND
rider because a surety compan) RIDER
Ridero (standard surety indust

acceptable to the BLM as long as the rider contains the informatior

language to adequately amend the basmdequired.

Form 38095, Notification of Change of Operator and Assumption CHANGE OF
of Past Liability isto be used when the operations are transferred t OPERATOR
successive operator. Do not use this form for a name change or a

corporate merger.

C. Co-Principals

If the bond contains more than one principal, eacprowipal is CO-PRINCIPALS
required to sign the borrégardlessof the business relationship. It TO THE BOND
be that one person has the authority to sign for all th#iocipals, and

if that is the case, all entity andfmwmpany names should be clearly

identified on the bond or rider with signature for eachentity or

company.
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D.Entities Operating Under Al

The parties on either side of the dba equation should be treated as
single entity and muse directly on a bond as the bond principal or
covered by the bond through an attached rider. Using a dba in sol
states creates two legal entities that are separate; however, in mos
they are considered one entitylost states do not recogniaelba as a
legal business organization, and the filing is merely recorded in a ¢
recorder6s office.

For the BLM, a bond must be in the name of the registrant of the
fictitious business namgnd the dba to be acceptable.

E. Multiple Bonds Covering a Sirgle Mining Operation

More than one bond may be accepted to provide reclamation cove
on an individual, statewide, or nationwide basis. In the event of m
bond coverage, even though one bond may be specifically referrec
the Notice or Plarthe BLM would notbe precludel from collecting on
any other bonds covering the operations area should there be a de
any terms or conditions of tidan/Notice Each bond in a multiple
bond situation provides coverage for a Plan/Notice as a whblat is,
bond cannot be accepted for only part of the operations or for a sp
time or operational event. If partial collection is necessary where
multiple bonds exist from different parties, an initial effort should be
made to proportionally cakt from each of the bonds rather than 10
percent of the amount of default from a single bond.

Multiple financial instruments of the same type (letter of credit/lette
credit) may be accepted for a single bond as long as the penal sur
bond is djusted by a bond rider each time additional monies are
received or returnedAny and all of the financial instruments may be
collected in the event of default. If the instruments are from the sa
party, the BLM should contact the remitter to deterntiveepriority for
returning the financial instruments. A separate bond form is requir
each different type of financial instrument.

F. Establish the Bond File

The SO establishes a bond file that is separate from the operations
file. Each bond fé will contain a copy of the determination of the

reclamation cost estimate and required bond amount, the bond an:
riders, a copy of the financial instrument, correspondence pertainir
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the bond requirement and the bond, and an updated LR2000 seria
register page and bond abstract. The financial instruments (letters
credit and time deposits) pledged to secure a personal bond must
in alocked,fireproof safe or vault, on the BLM premises or offsitéh
limited access by BLM personnel.

NOTE: The public and unauthorized BLM personnel should have !
limited access to bonds or file copies of bonds and/or the financial
instruments. The public may only have access to bond informatior
through a Freedom of Information Act (FOIA) requeBhe bond case
files may be examined, but examination must be under careful scri
andconstant supervisionby the BLM office maintaining the bond file
Any Class Il privacy information in the bond file (social security
numberspames of account holdetsank account numbers, account
balances, etc.) must be redadiean the bond file copieandbond
abstracts prior to authorized viewing.

According to BLM Manual 1278, External Access to BLM Informati
A [ P] filds maycontain some information concerning ongoing

negotiations, financial information, businés®rmation, personand

privacy information, investigations, internal memoranda, drafts anc
working documents, proprietary, geological and geophysitainratior
relating to wells, or othegensitive information. The above informati
if it exists, shall be segregated within the file. This information sho
be removed from the file before providing access to the public and
requestgor this type of iflormation must be made under the FOIA

because an exemption would ap;g

Many BLM offices require written permission be obtained from the
bonded principal prior to the bonds or the financial instruments bei
examined by a party other than the bondeddpal or the party which
provided the financial instrument. In addition, access to the bond {
and bond documents may be limited to designated BLM personnel
Determine your statedbds policy
or BSS abstracts tee viewed by any party other than the bonded
principal. Always redact the privacy information.

G. Establish the Automated Bond Record

Follow the LR2000 BSS user guide instructions to apply actions cc
from Data Element 2960. Use the Master Name Sygieshtain the
Name Identification (NID) for the bond principal,-poincipals,
operator, surety, financial institution, the agency accepting the bon
public lands, and other appropriate parties. If a NID does not exist,
request a NID from the Nation@lperations Center (NOC) in Denver.
computergenerated BLM bond number will be assignedach bond
when the data is entered and saved. Include the BLM bond numb:
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all correspondence relating to the bond.

LR2000 guidance should be followed for case recordation regardle
the position(s) designated to enter data/update case recordation w
either information pertaining to the 3809 bonds filed or actions take
Adjudication.

H. Bonds Accepted and Held byAgencies Other Than the BLM

In October 1986, Section 303 of FLPMA was amended to allow the
acceptance of irrevocable letters of credit, tedty sureties, and bor
held by a state authority for surface management operations (100
1783243 [Octoberl 8, 1986] and 100 Stat 33243 [October 30,
1986]).

In-lieu bonds, bonds accepted and held by a state agency, must b

entered and tracked in the BLM bond system by the B This IN-LIEU BONDS
process allows the BLM to validate satisfactory finan@aponsibility

for the reclamation of exploration and mining operations on public

lands.

Stateapproved financial guarantees are addressed in the regulatio
43 CFR 3809.570 through 3809.574. The BLM adjudication of-sta
approved financial guaranteissdetermined by cooperative agreeme
or memoranda of understanding between the individual state agen
approving such a financial instrument and the Baffice administering
the affected public lands. The kinds of individual financial guarant:
thatmay be approved by a state and acceptable to the BLM are lis
the regulations at 43 CFR 3809.555.

|. Operator Covered by Bond

The bond principal, or thgerson oentity on whose behalf the bond i

pledged, must be the operator as named on the Plan of Operations = THE OPERATOR
Notice filed with the BLM and as notified of the estimated reclamat MUST BE
costs and the bond requirement. If a personal bond is used, the s: COVERED BY
person oenrtity also should be reflected as providing the financial THE BOND
security. If a thirdgparty is providing either the bond or the financial

instrument pledged to secure the bond, a rider must be obtained fr

third party that states they are pledging the bamtbehalf of the

operator (Consent of Surety, BLM Form 38@0Por pledging the

financial instrument to secure the bond (a rider). See Chapter V

Processing Riders to Bonds.)

J. Review of Decisions
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The review/appeal process is differémt decisions issed by aSOthan
for decisions issued by a distrmtfield office. A decision issued by a
SOis a decision issued by or on behalf of the State Director. Ther:
a decision issued by20is not subject to the State Director review
provisions of 43 CFR 380%tate office decisions are only appealab
the IBLA. Decisions issued by tH&LM district or field offices are
subject to and can be formally reviewed by $t@under theState
Director reviewprovisions at 43 CFR809.800

Becauséhe review/appeal process is differght appeals statements

will be different for a decision issued bys®versus a decision issuec
by a fieldor district office under the regulations at 43 CFR 380
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CHAPTER Il T Adjudicating Corporate Surety Bonds
KEYWORDS
A. General

Please see the note at the end of this chapter regarding public and
unauthorized access to all bonds, bond féesl the BSS.

This chapter covers the acceptance of corporate surety bonds that cc  INDIVIDUAL,

single Plan of Operations (mining) or Notice (exploration) knownasa STATEWIDE,
individual bond, multiple operations in a single state (statewide bond) NATIONWIDE
operations conduatiein more than ondate (nationwide bond). BOND

WhenFederalaw requires or permits a person to give a surety bond AUTHORITY
through a suretythe persommust satisfy the requirements specifimdthe FOR
Secretaryf the Treasurysee 31 U.S.C. 930t seq). The Department CORPORATE
of the Treasuryds Financi al Mar SURETY
(Circular 570) in thé-ederal Registeevery July 1 anat their website BONDS
which is located at:

http://www.fiscal.treasry.gov/fsreports/ref/suretyBnd/surety _home.htn

The Treasury website contains the most current information on suret

companies because it is updated as changes occur in surety authoriz

Questions may be directed to the Surety Bond Branch through the wx

site or the telephone number given atwhabsite.

A surety is one who has become legally liable for the debt, default, or ~ DEFINITION
failure in duty of another. Surety bonding is a tipatty agreement OF SURETY
among the surety company, obligee (BLM), and bond principairébpr

or third-party posting bond on behalf of the operator).

Bonds are contracts. Surety bonds given to the BLM are performanc  BONDS ARE
bonds to guarantee performance of a contract, that is, reclamation as  CONTRACTS
required and approved Ilye BLM in the Notice/Plarof Operations. The

performance bond protects the BLM, and ultimately the taxpayers, frc

financial loss should the operator fail to perform the reclamation in

accordance with the terms and conditions of the Notice/Plan of

Operations, and the regulationsdaws under which the operations we

allowed. If the operator breaches the contract, and is in default, the ¢

has an obligation to the BLM to complete the work or pay for the cost

reclamation up to the penal sum. The surety may act on bélladf o

operator only after the BLM has found and declared the operator in

default of the obligation to the BLM. The Plan, laws, and regulations

out what constitutes default. Most often it is failure to perform

reclamation or other obligations of thetite filed with the BLM or the
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Plan approved by the BLM. When the BLM declares default, the sure
may arrange for a replacement operator, retain the original operator,
bids for completiorof thereclamation be initiated, or pay the penal sun
to the BLM.

In general, the types slretiesare referred to as follows: TYPES OF
SURETIES
1. Anindividual surety is one person, as distinguished from a
business entity, which is liable for the entire penal sum of &
bond.

2. A corporate surety is a business licensed under various
insurance laws and, under its charter, has legal power to a
surety for others

3. A co-surety is one of two or more sureties that are jointly at
severally liable for the penal sum of the bond. A limit of
liability for each suretynay be stated; however, the bonds a
obligated to the operations as a whole and may not be limi
to amount, specific areas, or components of the operations

The Department of the Treasury updates Circular 570 with (1) newly = CIRCULAR
approved surety companiesdaf2) termination of the authority for any 570
surety to qualify as a surety on Federal bonds.

For each surety or reinsurance company that is certified by Treasury
issue federal bonds, Circular 570 contains the legal name of the com
(no group names), the business
(home) office, the companybs ur
incorporation, and the surety licenses by state. The underwriting limit
i s based on Tr eas the oprapany ind represenis
largest bond amount a company can write without reinsurance or
coinsurance (31 CFR 223.10 and 223.11). Although changes in a su
company can occur anytime durir
limitation typically oy changes on July 1. The companies listed in th
front of the Circular 570 can directly write or reinsure a bond. The su
companies listed in the back of the Circular 570, certified reinsurers,
only provide reinsurance.

Importantinformation is contained in the footnotes at the end of Circut  CIRCULAR
570 and should be read carefully. Additional information concerning 570

sureties may be obtained from individual state insurance departmentt FOOTNOTES
and the Financial Management Service (FMS), $uBend Branch, U.S.

Department of the Treasury. A list of the state insurance department

and the telephone number for each is located at the end of the Circul
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Coinsurance occurs when more than one company is directly writing COINSURANCE
bond The companies are jointly liable up to their liability amount as

specified on the bond form. For example, a required bond amount of

million may be achieved bgo-surety A provding a bond for $5 million,

co-surety B providing a bond for $10 million, aootsurety C providing a

bond for $15 million. The csureties are jointly and separately respons

for any and all defaults on the operations, and the bonds may not be

by specific areas, timeframes, or components of the operat@msurety

bonding is not acceptable by the BLM for federal bonding

requirements.

Reinsurance occurs when one surety directly writes the bond for the REINSURANCE
amountand shares the excess amount (above its underwriting limitatit
with another Treasurguthorized surety or reinsurance company (up tc
its underwriting limitation), and provides proof of reinsurance on Stan
Form275(SF 275, Reinsurance Agreement in Favor of the United Stz
For example, a required bond amount of $30 million is achieved by a
surety writing a bond for $30 million. The surety has an underwriting
limitation of $10 million. One or more reinsurerdiveixecute SF 275 to
total $20 million, the excess amount. In the event of default of the
operator and the suretyds inabi
million, the reinsurer is responsible for any obligation remaining unde
bond up to theamount of the reinsurance agreement. See 48 CFR 8§
28.202(a)(4) and Coeur Rochester, Inc. (156 IBLA 372 (2002)) for mc
information.

Bond adjudicators can sign up at the FMS website FMS
(https:/ivww.fms.treas.gov/fmsweb/EmailSubscribeActiohtd receive ~ NOTIFICATION
Notices directly from the FMS, Surety Bond Branch, regarding interirn

changes in the status of approved surety companies.

NOTE: In the remainder of this handbook, the tefidscked and DEFINITIONS
fimail roond are used interchangeably, as the circumstances may ex  OF DOCKET
in individual offices. Also, the division or responsible official may difft ~AND MAIL
from state to state. Follow the delegation of authority in your state ROOM
(Manual Section 1203).

Consent of surety meam permission of, or an acknowledgmentay,

surety that its bond given in connection with a contract continuesto  CONSENT OF
to the contract as modified. For example, if an operator wishesto s« SURETY
assign operations to another party, the bond is not éaadf

automatically. A consent of surety must be furnished to allow the ne

operator to be covered under the bond (see Chapter V, Processing |

to Bonds), or the new operator must furnish his own bond coverage.

Consent of surety may be required ftner material changes the bond
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asspecified in the terms and conditions of the bond. A surety will
generally provide its own rider with a power of attorney which is an
acceptable alternative to the BLM Consent of Surety, Form-3809

A Power of Attorney (POA) is a written documeéhatauthorizes one POWER OF
to act for and obligate anothegarty. In the context of Federal surety ATTORNEY
bonds,a POA is an instrument under sd@tappoints an attorney-

fact to act on behalf of and obligate the surety company in signing bo

See 48 CFR 201. lllustration 33 is a sample POA for a surety bond.

An attorneyin-fact is an agent, independent agent, underwriter, or oth  ATTORNEY -
company or individual holding a power of attorney granted by a suret  IN-FACT
Careful examination of theower of attorney is required to verify

currencyand authenticity of power of attorney and the powers/limitatic

of the attorneyin-fact

Penal sum is the sum agreed upon in a bond, to be forfeited if the PENAL SUM
conditions of the bond are niedfilled. The penal sum specified in a bol
is the maximum payment for which the surety is obligated

Third-party surety is surety in the general sense of the word; thatis, ¢  THIRD -
who has contracted to be answerable for the debt, defantisocarriage PARTY
of another. On BLM bonds, a thighrty surety is an entity, not in the SURETY
business of a corporate surety and not the stated operator, that posts

bond on behalf of the operator and that is liable for up to the penal sL

the bond.

In the event of operator default, the surety has the option of one of tt SURETY
following to fulfill its duty or obligations under a performance bond: OPTIONS

1. Performi Provide support to the operator in default to finisk
reclamation.

2. Performi Suretymay obtain its own contractor to complete
the reclamation.

3. Performi Surety may authorize and pay the BLM to contrac
the reclamation.

4. Payi Surety submits the penal sum of the bond to the BLV
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B. Terrorism Risk Insurance Act of 2002

TheTerrorism Risk Insurance Act of 2002 ensures the availability of
commercial property and casualty insurance coverage for losses rest
from acts of terrorism. A surety bond received by the BLM may have
ANotice from Surety R®thesuretgbbndbly
such a Notice is received, return the Notice to the surety stating that |
Notice is an agreement between only the surety and the bond princip
does not affect the BLMO6s aut hc
pendé sum of the bond, and theref
part

C. Adjudicating Surety Bonds

Responsible  Step  Action Keywords
Official
Mailroom 1 Receive and date stamp bond. Route for

automated entry.

BSS Entry 2 Create the bond abstract in the BSS following AUTOMATED
the procedures establish in the BSS User Guit NOTATION

Nationwide bonds must be promptly entered it
the BSS, i.e., within 5 working days of the acti
involved (e.g., bond f@d by an entity, bond
accepted, adjustment to the amount obligated
etc.). Failure to enter a nationwide bond timel
may cause the delay of approval of various
actions in other BLM offices. Obligations
against a nationwide bond must also be prom|
reflected in the bond system to prevent unfunc
liability authorizations.

Enter Action Date: Date Bond Filed; DE2960,
AC 468, pending action required.

CR Entry Enter Action Date: Date Bond Filed; DE2910,
AC 376; Action Remarks: Bond amount, form
number, and editian

Adjudication 3 If not already received, request written Notice REQUIRED
to the required bond amount determined by th BOND
FO or other responsible personnel as delegate AMOUNT
your state
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Responsible  Step  Action Keywords
Official
Adjudication 4 Examine bondor the following: ACCEPTABLE
BOND FORM
4da A surety bond must be submitted thve most

currentForm 38091.

4b Bond is properly execEXECUTION
corporate seal (if a corporate seal is required BY PRINCIPAL
the state in which the bond is submitted)
affixed/embossed on the bond form. The
relationship of the signatory to the principal is
be shown on the bond or in an attachment.
Contact the state corporations department in
state to determine if yowstate requires
corporations to have a corporate seal in your
state.

4c Verify the bond principal is the operator as PRINCIPAL
given in the Plan or Notice filed with the BLM. AND
The operator should be the addressee on the OPERATOR
bond determinatin, or similar letter/decision,
sent by the BLM stipulating the conditions und
which operational activities may begin.

The principal on the bond should be the opera THIRD PARTY
If the principal on the bond is not the operator, SURETY
Consenbf Surety Form 3809 must be filed

stating the bond is being pledged by the third

partyto cover the operations of the operator

4d Access the U.S. Tr e a < CIRCULAR 570
(nttp://www.fiscal.treasury.gov/fsreports/ref/suretyBnd/s VERIFICATION
ety_home.htmpto verify the following:

(1) The surety is certified by the U.S. Dept.
of the Treasury to underwrite a bond for th
Federal government. (31 CFR 223.The
suretyds name must

(2) The state in which the bond was executed
i's shown in the sur

(3) The amount of the bond does not extte
underwriting limitation for the surety
according to the amount in Circular 570.
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Responsible  Step  Action Keywords
Official

(4) The suretyobs adc
the home office of the surety company. A
copy of all correspondence concerning the
bond must be sent to thersty home office.
If the surety address on the bond is differe
than the Circular 570 address, send a
courtesy copy to the surety home office
address.

(5) Adhere to any information in the Circular
570 footnotes if applicable to the surety
being revewed.

(6) Print a copy of the Circular 570 page
containing the specific surety information,
or lack thereof, and place in the bond case
file.

(7) If the surety company is not certified, retur SURETY NOT
the unacceptable bond to the principal or CERTIFIED
surety by decision (see lllustratiorl}
stating the reason the bond is being returr
is because the surety is not certif(sde
regulations at 31 CFR 223.1). P
appeal rights in the decision and keep a ¢
of the bond for the record, e.g., in the evel
of appeal.

Adjudication  4e Make sure thednd is properly executed bya CORPORATE
certified surety, with the seal of corporate sure SURETY SEAL
embossd on bond form, accompanied by powt
of attorney (POA). See Step 5 below for steps
examine the POA.

Af Check that principal and surety are indicated i
the proper location on the bond.

49 Bond is for at least the amount required by the AMOUNT OF
correspondence received from #®. Check BOND
that bond amount is properly indicated on the
form. The dollar amount must be spelled out i

ATwo Million Four Hur
no/ 100 Dol | alrasinaorrect Aguré
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Responsible  Step  Action Keywords
Official

such as ($2,400,00) must be returned for

correction. However, a bond with the figure

missing may be accepted if the correct amoun

spelled out clearly.

4h A surety bond number is not required. Ifthe SURETY BOND
suretyhas not given a number on the bond, thc NUMBER
bond may be referred
acceptance decision and on the bond abstraci
(field titled ADoOCUME
fiUnnumbered Bond. If a number has been
assigned by the surety, all correspondence sh
refer to this number, as well as to the BLM bol
file number assigned at the time of BSS entry.

4 Bond coverage should be indicated as to BOND
whether the bond provides coverage foran =~ COVERAGE
individual operation, statewide operations, or
coverage of operations nationwide

(1) If no indication of coverage, or if FAILURE TO
conflicting coverage, is given on the INDICATE
bond form, informal contact may be COVERAGE

made with the sur eiORMULTIPLE
determine the coverage intended and BOND

then the bond coverage may be noted by COVERAGES
Adjudication. Note and sign the bond INDICATED
correction accordingly and provide the

surety and principal with a copy of the

corrected bond with #hdecision of

acceptance of the bond.

(2) If type of coverage cannot be obtained
informally, the bond must be returned as
unacceptable by decision.

Adjudication  4j If bond is an individual bond and the BLM seri BLM SERIAL
number is missing or incorrect on the NUMBER ON
bond form,Adjudication should verify the seria INDIVIDUAL
number and fill in or correct it. Furnish BOND
a copy of the corrected bond to the surety and
principal with the decisioof acceptance
of the bond.
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Responsible  Step  Action Keywords
Official
Adjudication 4k If bond is a statewide bond and the geographi FILED IN

state is not named, obtain the correct state for WRONG BLM
statewide coverage. If boigla statewide bond OFFICE OR
and the geographic state shown on the bond i STATE NOT
not under the jurisdiction of tHfe@Oreceiving the NAMED
bond, forward the bond to the prof&Dby a

memorandum (see lllustration2}. Send a lette!

to the principal and surety with a copytbé

memorandum enclosed.

NOTE: A nationwide bond may be filed in any NATIONWIDE
BLM SO. Arider to a nationwide bond may be BOND AND
filed in eitherthe SOthataccepted the original RIDER FILING
nationwide bond or in th8O having jurisdiction LOCATION

of the operations affected by the bond rider (s

Chapter V.B.3). Normally, riders are to be

accepted by th8O maintaining the original

bond unless immediate acceptance is necess:

If this is necessary, the receiving office traitsir

the rider to the office that maintains the bond

after acceptance.

41 Check that execution date on bond is complet EXECUTION
and precedes date of filing bdnd. If execution DATE
date is not completed, return botadthe COMPLETED
principal.

NOTE: Parties will sometimes attempt to file a DATE

bond to be effective at some future date. EXECUTION
Postdated bonds are to be rejected and the pi POSTDATED
advised that the bond may be executed with a

provision that iwill become effective at some

certain later date, but the execution date must

precede the date of filing. This will most often

occur with a replacement bond to coincide wit|

transfer of operations or surety premiums.

5 ThePOA is a component of a surety bond and POWER OF
must accompany the bond at submission. Tht ATTORNEY
POA shows proof of si
representative. If a bond is submitted absent
POA, the bond must be rejected. A sample P!
for the BLMEsshovenfater er
lllustration 33. The BLM should never draft or
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Responsible  Step  Action Keywords
Official
prepare a POA for a surety company or an
operator.
Adjudication 5a Examine the POA as follows:
5b The POA on its face must establish AUTHORIZED
unequivocally that the persaigning the bond is SIGNATURE
authorized to bind the surety
5c Verify the POA recites that the surety compan ATTORNEY -
has appointed a named individual as its attorn IN-FACT
in-fact to undertake an obligation on its behalf. NAMED
5d Verify the person signing for surety had the  DATE OF
authority to do so on the date the bond was  AUTHORITY
executed. This date on the POA must be the
same as cearlierthan the date the bond was
executed.
5e Verify the person signing fdhe surety had the  MONETARY
authority to sign for the amount of money AUTHORITY
specified by the bond and is not restricted to a
lesser amount
5f Verify the name of the entity appointing anotht AUTHENTICITY

and verify the certification of the appointing
entity. If the POA provides that only an origin:
is valid and a copy of the POA was submitted,
without other evidence, a POA with a facsimile
signature may bmvalid.

Sufficient evidence would be a statement that
surety fully intends to be bound by a facsimile
signature. The POA mubgear an original
signature of a corporate officialith a raised
(embossed) corporate seal next to the
certification.

59 Verify the POA is in effect on the date sealed. VALID POA
Verify that the POA by its own terms, has not
expired prior to the execution of the bond. Thi
POA will indicate when a seé#hatis in color,
rather than a raised seal, is valid
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Responsible  Step  Action Keywords
Official
5h At the end of the POA, there should be a

completed certificate indicating that the POA i

still valid on a certain date. This certification

must be dated the same date that bond is

executed or within a few days thereafter (no

significant passage of time).

Adjudication  5i Examine the POA carefully to ensure POA is 1 OTHER
limited to any other conditions that could affec LIMITATIONS
the bond being accepted.

5 The bond and POA should be returned to the RETURN
principal for correction of any defects inthe = DEFECTIVE
POA. Send a copy of the decision returning th BOND TO
bond for correction to the surety. PRINCIPAL

6 If bond is determined to he&nacceptable, return UNACCEPTABLE
bond to principal by decision indicating defect: BOND
Send copy to surety attorn@y-fact and surety
home office.

NOTE: Since the bond is not considered
effective until it is accepted by the United Stat:
imposng a time limit for submitting the bond is
not appropriate. Operators cannot be recogni
by the BLM and cannot begin surfadesturbing
activities prior to acceptance of a satisfactory
reclamation bond for the operations in the
amount required. Failarto file a satisfactory
bond may béhe basis for the BLM to take
adverse actions, such as not approving a Plar
accepting a Notice, not allowing operations to
begin or expand; or not recognizing a transfer
the operations.

TheFO may set a time limit for additional
bonding to be submitted for an amended
operation; failure to submit the required
additional bonding may result in tf® finding
the operator in noncompliance.

BSS Entry 7 Route for BSS entry. Enter Action Date: Date AUTOMATED
of Decision Declaring Bond Unacceptable; DE NOTATION
2960AC 470; Action Remarks: Reason for
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Responsible  Step  Action Keywords
Official

unacceptability.
CR Entry Enter Action Date: Date of Decision Declaring

Bond Unacceptable; DE 29K 410; Eff Date,

Bond #
Adjudication 8 If the bond is in order, prepare acceptance ACCEPTABLE

decision (see lllustration-8), effective as of the BOND
later of the following dates

8a Date complete bond was filed in the proper BL
office; or
8b Effective date indicated on bond (this would EFFECTIVE

normally occur only with a replacement bond DATE
where principal and surety want the acceptanc

to coincide with a bond premiudate) but NOT

earlier than date filed.

9 After signature, distribute to the principal and
surety (c/o attornein-fact). Courtesy copies ar
sent to surety home officEO(s)or other
operations office, and other surface managem
agencies, as appropriate.

10 Route for automated entry.
BSS Entry 11 Enter Action Date: Date of decision showing AUTOMATED
bond accepted; DE 2960C 469; Action NOTATION

Remarks: Enter effective date of bond. If bont
amount accepted is more than the bond amou
required and obligated, noBSS as to bond

amount remaining available in general remarl

CR Entry Enter Action Date: Date of decision showing
bond accepted; DE 2914C 909; Action
Remarks: BLM bond number.

Adjudication 12 File FO bond determination, bond and
acceptance decision, and other associated
correspondence in bond file.
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Responsible  Step  Action Keywords
Official

D. Adjudication of Reinsurance Agreement

Reinsurance is a transaction which provides that a surety, for consideri DEFINITION
agrees to indemnify another surety againsttioagthe latter may sustain  OF

under a bond it has issued. Reinsurance is used by awhetythe total REINSURANCE
amount of the bond requiredx c eeds t he suretyos

Reinsurance agreements must conform to the U.S. Department of the

Treasury regulations at 31 CFR 223.10 and 223.11.

When reinsurance is contemplated, the BLM authorized officer general
will require the sureties to execute and submit a reinsurance agreemer
beforemaking a final determination on the bond.

However, according to regulations at 31 CFR part 223, the BOMnay MAY ACCEPT
accept a bond from the direct writing company in satisfaction of the tote BOND FOR
bond requirementThis is permissible until the necessary reinsurance  FULL
agreement is executed, even though the total bond requirement may e AMOUNT

t he sur et y 06 sitatiom asdonges ithe reinsargncelisipmvided REQUIRED
within 45 days after executiasf the bond.

Within 45 days after the execution of the bond, the surety and reinglire:
execute and submit the necessary reinsurance agreement to the BLM.
For BLM mining londs, the surety and reinsurer must use Standard For
275, Reinsurance Agreement in Favor of the United States. The forms
be obtained as set out at 31 CFR 223.11.

Adjudication 1 Examine the reinsurance agreement and ADJUDICATION
accompanying POA following examination of ¢ OF
surety bond and power of attorney as set out i REINSURANCE
Subheading, Adjudicating Surety bonds, Step AGREEMENT
1-7. Additionally, assure compliance with the
regulations at 3CFR 223.10 and completion o
the sections of the reinsurance agreement in
accordance with the instructions on SF 275.

2 If the bond and reinsurance agreement are in ACCEPTABLE
order, prepare acceptance decision for betle ( REINSURANCE
lllustration 35).

3 After signature, distribute to the principal and
surety (c/o attornein-fact) and reinsurance
attorneyin-fact. Copies are sent to surety hon
office, FO(s) or other operations office, and ott
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Responsible  Step  Action Keywords
Official
surface management agencies, as appropriate
4 Route for automated entry.
BSS Entry 5 Enter Action Date: Date of decision showing AUTOMATED
bond accepted; DE 2960C 469; Action ENTRY

Remarks: Enter effective date of bond. Choos
the bond type for the reinsurance agreement f
the BSS bond type list and tie the reinsurance
agreement to the direct writing company bond
Be certain to use the Interest Relationship coc
(74)for Reinsurer. The BSS will require both
surety name and reinsurer name entry. The
reinsurer name will be entered under the Sure
Name portion of the bond screeNOTE: The
BSS will check to make certain the bond amot
is not greater than the limkmount for the surety
company limit and the reinsurer limit added
together. Ifitis, an error message will be
displayed. Enter AQ13 to each bond showing
the corresponding bond in the Action Remarks
field, e.g., AAddO6Il

Adjudication 6 File theFO bond determination, bond and
acceptance decision, and other associated
correspondence in the bond file.

E. Actions Taken When U.S. Treasury Removes a Surety as Certified to Underwrite
Bonds for the FederalGovernment

Upon notification that Financi al Managen
certificate of authority to qualify as a surety on federal bonds, the BLM must review outsta
obligations and take action necessary to protect the BicMding, where appropriate, securin
new bonds with acceptable sureties in lieu of outstanding bonds with decertified surety.

Adjudication 1 Receive notification of surety decertification.
la Obtain a listing of the bonds underwrittgom
the BSS.

1b Enter AC 488 or 490 in BSS, as described in
DE2960. AC 490 requires pending action.
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Official

Adjudication

Field Office

Adjudication

BLM HANDBOOK

Step

1c

1d

N

2a

2b

Action

Determine the properties or operations covere
by the bonds and administered by the various
field or district offices. Send request
(llustration 36) to the affected offices to reviev
outstanding reclamation or other liabilities on t
operations administered by each office.

Send a request (lllustration6 to other surface
managemeragencies having jurisdiction of the
operations to review outstanding liabilities.

Inspect bonded operatians

Review outstanding reclamation and associate
costs. Determine if there is a need for continu
bond coverage.

Respond tAdjudication as to any continuing
need for bond coverage and amount needed.

If continuing bond coverage is not required,
terminate the period of liability under the bond
(the bond which was underwritten by the
decertified surety) per guidance in Chapter X,
Termination of the Period of Liability.

If outstanding liabilities remain on any mining
operations under a bond of the decertified sur:
notify the surety that the bonds remain in full
force and effect until such time as satisfactory
replacement bonding is accepted from bond
principal.

Send decision to operator, and bonded princig
if different entity than the operator, that a
replacement financial guarantee must be
submitted to the BLM for the bonds issued by

-15

Keywords

DETERMINE
NEED FOR
CONTINUED
BOND

BONDING NO
LONGER
REQUIRED

CONTINUED
BONDING
REQUIRED

NOTIFY
OPERATOR
REPLACEMENT
BOND

decertified surety (see lllustration73 REQUIRED
Replacement Bond Required).
If a replacement bond is submitted, follow BOND
procedures in Chapter Ill or IV and VIII to SUBMITTED
adjudicate the replacement bond.
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Responsible  Step  Action Keywords
Official
Adjudication 7 Upon the acceptance of the replacement bonc TERMINATE

theperiod of liability under the prior bond may PRIOR BOND
be terminated (see lllustration73 Replacement
Bond Required).

Adjudication 8 If operator fails to submit satisfactory FAILURE TO
or Operations replacement bonding, follow procedures in SUBMIT A
Chapter XlI, Default and Collection on Bonds, NEW BOND
collect the bond. Additionally, continued
operations or additional disturbance may not
occur and the operator may be subjecan order
of noncompliance and other actions as deeme
appropriate by the regulations aR@.

F. Actions Taken When BLM Receives Notice of Bond Cancellation from Surety
Upon the receipt of a Notice of cancellation from the surety company, the BLM must revie

outstanding obligations and take action necessary to protect the BLM, including securing .
bond, if needed.

Adjudication 1 Receive notification
cancel bond.
la Check that the correct surety bond is referenc

by the cancellation Notice in that it correctly
cites the surety bond number and the amount
the bond. (If incorrect, the surety will most
likely reissue the Notice of cancellation.)

Also, note the sgcified date of cancellation.
The BLM requires a 9day notification of
cancellation per the surety bond, Form 3809
Often a surety company will give a date of
cancellation that is much sooner than requirec
If this is the case, send a decision toespas
soon as possible acknowledging receipt of the
Notice of cancellation but deferring cancellatic
date to 90 days from
of the cancellation Notice.

1b Determine the operations covered by the bonc
andFO (or offices) involvel. Update BSS with
AC 472 as described in DE 296A.ction Code
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Responsible  Step

Official
1c
Field Office 2
2a
2b

Adjudication 3
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-17
Action Keywords
472 requires pending action.
Send a request to the office(s) to review
outstanding reclamation or other liabilities on t
operations administered by each office. An
email request and respge containing the facts
are sufficient (see lllustration®. Send reques
to other surface management agencies having
jurisdiction over the operations for review of
outstanding liabilities.
Inspect bonded operations.
Review outstanding reclamation and associatt DETERMINE
costs. Determine if there is a need for continu NEED FOR
bond coverage. CONTINUED
BOND

Respond tAdjudication as to the continuing
need forreclamation bond coverage and the
amount needed.
If continuing bond coverage is not required, BONDING NO
terminate the period of liability under the bond LONGER
per guidance in Chapter XI, Termination of th REQUIRED
Period @ Liability .
If outstanding liabilities remain on any mining CONTINUED
operations under a canceled bond, send a BONDING
decision to the operator, and bond principal (if REQUIRED.
different than the operatgdnd the surety that 8 NOTIFY
replacement bond is required, that the current OPERATOR
bond remains in full force and effect for AND SURETY
liabilities incurred prior to date of cancellation,
and that additional operations may not occur,
at FO discretion, operations may not coni&)
after the date of cancellation until satisfactory
bonding has been accepted by the BLM. See
lllustration 37, Replacement Bond Required.
If a replacement bond is submitted, follow REPLACEMENT
procedires inChapters 1] 1V, and VIl to BOND
adjudicate the replacement bond. SUBMITTED

Rel. 3356
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Official

Adjudication

Adjudication
and Field
Office
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Step

6

8

-18

Action Keywords

Upon the acceptance of the replacement bonc TERMINATE
notify thesurety of the acceptance and terminé PRIOR BOND
the period of liability of thgorior bond, if within

the 9Gday period

If the surety submits a Notice of Bond SURETY
Reinstatement, or otherwise cancels the Bond RESCINDS
Cancellation Notice, within the 9@ay period, = CANCELLATION
prepare lllustration-8 to accept rescission with

nolapse in bond coverage.

If the operator fails to submit satisfactory FAILURE TO
replacement bonding, follow procedures in SUBMIT
Chapter XlI, Default and Collection, to initiate NEW BOND
action for collection of the bondAlso,

continued operations or additional disturbanc

may not occur and the operatoay be subject

to a Notice of noncompliance and other actio

as deemed appropriate by 0.
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CHAPTER IV T Adjudicating Personal Bonds and the Financial Pledges
A. Generd
1. Personal Bon@verview
a. What is a personal bond?

A principal (obligor) may furnish a personal baradher thara surety bond to
ensurecompliance with all the terms and conditions of the Plan of Operations or
Noticellevel operations. A personal bond is a contbattveen the principal and
the BLM which is secured by a financial instrument that is pledged to the BLM.
A personal bond is a twparty contract between the obligee (the BLM) and the
obligor (bond principal). A personal bond is secured by a financidgpléhat is
provided by the bond principal with its own (personal) funds.

b. How does a personhbnd differ from a surety bond?

A surety bond is a contract between three parties, while a personal bond is only
between the BLM and the operator or bonicig@pal. This is true even of letters

of credit (discussed in detail in section IV.C below) because the BLM is not a
party to the contract between the bank and the operator that secures the@perator
contract obligations ttheBLM. Because personal bds do not involve sureties,
they are not subject to the guidance in Circuled &r other Treasury Department
regulations governing certificatiaf sureties.

2. Form 3802, Suface Management Personal Bond

A personal bond consists of both the boodtract (Form 3802) andthe

financial instrument that is pledged as security for the bond. A personal bond

cannot be accepted until both components have been determined satisfactory by

the BLM. The Surface Management Personal Bond, Form-3§88gust2014),

contains a power of attorney to the Secretary of the Interior for control of the

funds including the authority to collect the proceeds under bpad default of

the operator.This chapter provides guidance on adjudicating the various financial
pedges in Sections fAB, C, D, and&inEdo and
Section AF. O I n order for the BLM to a
pledge and Fon 38092 must be satisfactory.

3. Class Il Privacy Information

Access by the public and unauthorized BLM personnel to the original bond files
should be limited. The bonds may be examined by an interested party, but
examination must be under careful scrutiny and constant supervision by the
BLM office maintaining thes bond files. Written permission from the bond
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owner may be required by the BLM. Some information contained in financial
instruments is categorized as Class Il privacy information and is not releasable
even under a FOIA request.

According to the BLMManual 1278, External Access to BLM Information,

Al Plublic files may contain some inform
financial information business informatigrpersonabndprivacy information
investigationsinternal memorandalrafts and wdting documentsproprietary,

geological and geophysical information relgtio wells or other sensitive

information. The above information, if it exists, shall be segregated within the

file. This information should be removed from the file before ptiog access

to the public and requests for this type of information must be made under the
FOIAbeca se an exemption would apply. o

Any such information must be redacted by the adjudicator on a copy of the
financial instrument prior to the copy being reaalailable for viewing. In
addition to proprietary and confidential information, privacy information is also
kept in the BSS. Bond information can only be obtained through a FOIA
request. Since some information may not be releasable, bond abstracts and
reports generated from the bond system are to be carefully scrutinized as to
Class lll privacy information before being distributed by the bond adjudicator
under a FOIA request. Issued decisions may be given to the public and BLM
FOs without privacy data

Many BLM offices require written permission from the bond principal prior to

the bond and financial instruments being examined by a party other than the
bond principal. Considering the FOI A,
allowing the bonds,dnd case files, or BSS abstracts to be viewed by any party

other than the bond principal. If you have any questions about whether to allow

a party other than a bond principal to examine the bond, bond case file, or BSS
abstracts, contact the SoliciieiCifice.

4. Safekeeping of Negotiable Instruments

A negotiable financial instrument is always safeguarded as designated by the
BLM office accepting and maintaining the instrument. Negotiable instruments
must either be kept in a safe in the accosatgion or at an offsite locatiom,

such has been designated by your office. Keep a copy of the &harstrument

in the bond file.

5. Acceptable Financidhstruments for a Personal Bond

A personal bond may be secured by any of the followingstgbénstruments
1 A guaranteed remittance (deposit of cash, ca&hareck, certified check,
bank draft, U.S. postal money order, wire transfer, or credit card)
BLM HANDBOOK Rel. 3356
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A negotiable security of the United States (U.S. Treasury note, bill, or bond)
A certificate of deposit (or other fixed time deposit)
An irrevocable letter of credit (LC)
Other financial guarantees per 43 CFR 3809

= =4 =4 4

6. Authority for Financial Instruments &ecure Surface Management Bonds

The authority for U.S. Treasurgeurities, surety companies, and guaranteed
remittances to secure bonds given to or required by the Federal government,
including performance bonds required by 43 CFR 3809 is found at 31 U.S.C. 88
93019303. In addition, in October 1986 Section 303 of Ml&Pwas amended
providing the authority for a party wishing to obtain surface management bonding
to provide an LC or evidence of bond held by the state in which the operations are
conducted as a financial pledge & surface reclamation bond.

7. Unacepable Financial Instruments

Personal checks (which includes company or corporate checks) or checks drawn

on a foreign bank, such as Canada, are not acceptable to secure personal bonds.
Pass book accounts, savings @uc¢awnt n an
nature in that they do not have Afixedo
time deposited, etc., United States savings bonds, and notes/bonds issued by

states, local governments, or private companies are not acceptable securities for
bonds. Other financial instruments or guarantees magidiermined to be

unacceptable.

The regulations at 43 CFR 3809 also discuss corporate guarantees. A corporate
guarantee is a statement of financial ability from a company that was accepted by
the state andcknowledged by the BLM for up to a maximum of 75 percent of the
estimated reclamation costs as of January 20, 2001. The only BLM office to
acknowledge a corporate guarantee for bonding was BLM Nevada. As of 2001,
the BLM no longer accepts new corporgterantees to cover surface disturbance
under the 3809 regulations. The corporate guarantees that were in place on
January 20, 2001, remain in place in accordance with the regulations

8. Regulatoref Financial Institutions

All financial institutions operating in the United States are examined and
regulated by one of four Federal offices having oversight of the financial
institutions in the United States. The four offices are as follows: U.S. Federal
Deposit Insurance Corpation (FDIC), Office of the Comptroller of Currency
(OCC), Office of Thrift Supervision (OTS), and the Federal Reserve Washington
Office and District Banks (Federal Reserve System).
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a. Federal Deposit Insurance Corporation (FDIC)

The deposits of the majority of financial institutions are insured by FDIC. Some
institutions are commercial (i.e., not maintaining retail customer deposits), and
are, therefore not regulated by FDIC. These banks are regulated by one of the
other three fiices, and LCs from such are acceptable. Typically, LCs are not
covered by FDIC insurance. More information about FDIC insured deposits can
be found in IV.D below. The deposits of credit unions are generally insured by
FDIC or the National Credit UnioAdministration (NCUA).

b. Federal Reserve System

The Feder al Reserve System, or the AFed
about a third of the Nationbés banks. T
U.S. Department of the Treasurydasthergovernment agencies.

9. When is a bond effegg@? When can operations begin?

Bonds are not effective until accepted by the United States. Acceptance or
rejection of a bond is achieved through a BLM decision. Operators cannot begin
surface disturimg activities until a satisfactory bond is accepted by the BLM and
subsequent Plan approval or permission to disturb the surface underlsotice
operations or a Plan of Operations is given to the operator by the Field Manager,
or other delegated offial (see BLM WO and State Manual Section 1203,
Delegation of Authority).

Failure to file a satisfactory bond may be the basis for the BLM to take an action
such as not approving a Plan or Notice, not allowing operations to begin or
expand, or not recogzing a transfer of the operationsin& a bond is not

effective until it is accepted by the United States, imposing a time limit for a bond
to be submitted to the BLI4 not appropriate.

B. Guaranteed Remittance (Cash Bond)

One type of financiahstrument accepted to secure a personal bond (Form288%

guaranteed remittance. When a guaranteed remittance is submitted to secure a bond, the bond is
commonly called a fAicasho bond. It is call ed
retained by the BLM in a suspense (unearned) account pending final reclamation of the lands
which the bond protects unless collected due to operator default. A guaranteed remittance
submitted to the BLM has been obtained by the remitter in exchange ffiogieas to the bank

or other financial institution.

A cash bond is rarely physical dollars; in fact most other BLM programs do not allow actual cash
to secure a bond. However, the regulations at 43 CFR 3809 do allow cash to secure a personal
bond for B09 activities. If the bond adjudicator also works bonds in other programs, it is
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advisable to be aware of whether a particular program allows cash bonds. A cash bond may be
secured by any of the following guaranteed instruments: certified check, ladnlJSPS
money order, cashié check, credit card chargadxium determined by the U.S. Treasury
check with CBS personnelbor wire transfer. The funds are deposited into the Bl 8lispense
account, and as with all funds in suspense, a cash bondeestonciled on the accounts aging
analysis as to its continuing need.

The New York Federal Reserve is currently the only location that can accept a wire transfer
(Fedwire) for the BLM. If a customer wishes to use a wire transfer to secure gbmrnde the
following instructions for a Type 1000 Funds
financial institution to Treasury New York City (Treasury NYC):

Tag Name Tag # Required Information
Type/Subtype Code (1510) 1000
Amount 2000 $9,999,999.99
Sender Financial Institution 3100 Sender ABA# and Name
Sender Reference 3320 Filled in by Sender
Receiver Financial InstitutiorB400 021030004 TREASURY NYC
Beneficiary 4200 14110008
Originator to Beneficiary Info6000 Filled in by Sender
Responsible Step Action Keywords
Official
Receiving 1 Receive guaranteed remittance and forwar
Official to accounts.
Accounts 2 Receive the guaranteemittance. There

should bean indication from the cusiner as
to the purpose othe remittance For more
information about this process, ask your
Accounts andReceiving setion(s). The
remittance mudbe payable in U.S. dollars.

2a Validate remittance and prepare a Collectic CBS RECEIPT

andBilling System (CBS) receipt to indicate

the amount of the remittance and place the

funds in a suspense account for the correc

program. If indicated that this submission i

for an individual bond and a serial number

given, ensure the serial numberefiected on

the CBS receipt, or indicate asstatavide or

nationwide bond, agppropriate.
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Responsible
Official

BSS Entry

CBS Entry

Adjudication

BLM HANDBOOK

Step Action Keywords

2b

3a

3b

4a

4b

Forward the CBS receipt #ddjudication
along with any correspondence, bond,
envebpe, etcthat is received witlthe funds.
Accounts may providédjudication a copy
of the check.

Create the bond abstract in BSS followthg AUTOMATED
BSSUser Guideand all applicable data NOTATION
standards Enter Action Date: Date Bond

Filed; DE 2960AC 468, pendingction

required.

Request NID from the NOC by email if any
of the parties (operator, remitter, principal,
co-principal) to the bond are not in BSS
Master Name.

For individual bondbnly: Enter Action Date:
DateBondFiled; DE 2910AC 376 for the
operational serial number covered by the
bond.

Determine the adequacy of the financial
instrument.

If a required bond amount has been
established by the BLMWO, verify the
deposit iSor no less than the amount
required. The deposit may be for a staide
or nationwide bond and exceed an amount
by theFO for a single operation. However,
the amount submitted must correspond to t
amount written on the bond.

If the deposit is for an individual bond and
determination of the required bond amount
has not yet been received from a BIH®,
contact thég=Oto obtain the determination.
In the absence of a determination, the bon(
may be accepted, all else being regubut
will have ro reclamation obligation against
the bond until thé&Oissues its determinatior
as to the estimated cost of reclamation anc
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Responsible Step Action Keywords
Official
the operator is informed of the required bor
amount.
Adjudication 5 If the remittance is determined he ADJUDICATE THE

CRS Entry b

BLM HANDBOOK

acceptableproceed tdSubheadind- bebw to BOND
adjudicate the bond. Thmnd contract

(Form 38092) must accompany dasonds.

Review the bond forrto ensure it is properly
completed, notarized, etc.

If the bond, Form 3809, is unacceptable, UNACCEPTABLE
return the bond to the principal for correctic BOND

and retain the guaranteed remittance pend

receipt of a corrected bond.

Enter Action Date: Date of Decision AUTOMATED
Declaring BondJnacceptable; DE 2968C  NOTATION
470; Action Remarks: Reason for

unacceptability.

Enter Action Date: Date of Decision
Declaring Bond Unacceptable; DE 29AC
410.

If all is in order, prepare the acceptancen ACCEPTABLE
decision (sedlustration 41). After BOND
signature, transmit originalecision to

operator/bond principal and remitter, if

different than operatovith copies to the

bond fileandFO or other solid minerals

operations staff.

The bond is accepted with an effective date EFFECTIVE DATE
being thedate a satisfactory bond and a

satisfactory financial instrument are receive

in the proper BLM offte. If the bond and

financialinstrument wereeceived on

separate days, thegfective date fobond

acceptance would be theter date of receipt

of the two instruments.

As necessary, informally let the appropriate
FO know of the actual aeptance of the
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Responsible
Official

BSS Entry

CRS Entry

Adjudication

Accounts,
Adjudication,
or Other
Appropriate
Personnel

BSS Entry

BLM HANDBOOK

Step

10

10a

11

12

13

Action Keywords

bond. Becausef the short tireframe in
which cash bonds awddten filed, the FO staff
may be waiting for notification that such a
bond haseen accepted in order to tad@me
action, e.g., approve disbance, or to avoid
taking some action, e.g., issue noncomplia
orders.

Enter the bond into BSS followirtge current AUTOMATED
guidance itheBSSUser Guide. Enter NOTATION
Action Date:Date Bond Accpted; DE 2960

AC 469;Action Remarks: Enter effective

date of bond.

Enter DE2910AC 909; Action Remarks:
Enter effective date of bond. tem DE 2910
AC 460; Action Remarks: Amount Obligate

When bondings no longer required, prepare¢ TERMINATING
the decision terminating the period of bond THE BOND
liability and authorizing a refund. Send the LIABILITY
decision to th@perator and makeaopy for

Accounts along with aopy of the CBS

receipt, for when the refund of the funds he

in sugpense is initiated. Additional

information on terminatinghe period of

liability under the bond can be found in

Chapter Xl of this hadbook. See lllusation

11-4 for terminating the periodf liability

under a person&lond secured by a

guaranteed remittance.

The CBS refund process for a cash bond: REFUND
AUTHORIZED

(1) Adjudication authorizes the refund in the

CBS system(2) accounts processes the

refund request(3) refund is approveand

(4) therequest is sent electronically to

Treasury for a refund check to be issued.

Enter Action Date Date of Decision AUTOMATED
Terminatingthe Period of Liabity; DE 2960 NOTATION
AC 473; Action Remark<E=ffective date of

Rel. 3356
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Responsible Step Action Keywords
Official

termination ofperiod of bond kbility Enter

AC 970,Case Closed.

C. Irrevocable Letters of Credit

An irrevocable letter of credit (LC) secures a bond with an unconditional promise to pay up to a

stated amount of money to the BLM under certain conditonsL & i s deemed fAi rr e\
unl ess the title and text clearly specifies t
accept revocable LCs. The most common conditions to receive payment are that the BLM (the

LC beneficiary) must ask for paymentarformat specified by the financial institution that

issued the LC, the request for payment must be made before the expiration dateCoftie

request for payment must be made at a location specified iCthe

TheLC is a contract between the issgibank and theC applicant (usually the BLM operator,

the bond principal or obligor, or a third party to the bond), with the BLM as the beneficiary of
theLC. If a bank is unable to issue B& under its own policies, will request another bank to
issue thel C for its customer, and the firbank will becomehe advising bank. ManyCs

contain language requigrthe beneficiary to providestatement that thieC applicant is in

default on the underlymcontract in order to draw dheLC. However, he language of anyC

the BLM accepts should not require the BLM to state that the applicant is in default in order for
the BLM to draw on th&C (Federal Acquisition Regulations (FAR) 48 CFR Parts 28 and 52).

TheLC must be issued by a financial imstion organized and authorized to do business in the
United States.There are three basic sets of rules that gok&€s1 (1) the Uniform Commercial
Code (UCC) Article 5(2) the ICC Uniform Custosiand Practices (UCP) 600 (2007 Revisjon)
and(3) the hternational Standby Practices (ISP). The UCP is the standard guidahCs for
accepted by the BLM. A copy can be obtained through the wétigitéwww.iccwbo.org/

The $100,000 Federal deposit insurance lforideposits that an obligor may have with a
financial institution does not apply to LCs because theagni@e of payment undére LC is
made by the financial institution directly to the BLM by demand (see 48 CFR § ZB12)4
LCs are not depositor aments to which FDIC insurance applies. Therefore, the BLM is not
concerned with FDIC insurance when the amount df@submitted to the BLM exceeds the
FDIC limit. Whatever th&.C applicant gives the bank as collateral for ltl@is a private matter
betveen the bank and theC applicant and is of no concern to the BLM.

It is essential to be aware thatla® is subject to its own separate rules which are strictly

enforced. The most important rule to remember is that all requests for funds must lpgianade

to the expiration date and in the fo+mat requ
payment of th&.C are few and easily understood; therefore, the BLM beneficiary will very

likely be paid in a timely manner. The defenses available to tydarelelayed payment to the

BLM (i.e., obtaining a contractor fahe purposes of inspectimgerations and calculating

reclamation costs in order to deeidhether to pay the penal swfithe bond or to assume
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performance of the work) are not availatdehe financial institution which issued th€.

In response to informal contacts with a party wishing to obtalrCafor a bond, provide the
party with bond information containing a personahtbéorm and a copy of a sampl€ that is
acceptable to thBLM (see lllustraion 4-2). Advise the party toontact a financial institution
located in the U.S. that will prepare kG.

TheLC must bear the original signatures of two officers from the financial institution issuing the
LC. TheLC should bear theeal of the issuing bank; if the laws of the state under which the
bank is chartered do not require a seal for the bank, then the bank must stakeitheitea

bank seal is not required under the laws of that gdimin a Statutory Citation, e.q3 Bowa

Rev. Stat. Sec. 34)

If desired, the bank may complete any acknowledgment appropriate for the state in which the
is issued, but such acknowledgment is not required by the BLM.

Responsible Step Action Keywords
Official

Receiving 1 Receive and date starttge bond contract

Official (Form 38092) andLC. Becausehis

document is the guaranteépayment, it
needdgo be safeguarded and should be har
carried toAdjudication. If the LCs are kpt

in a safe in the accountirsgction, a copy o
the LC should be made and theginal LC
placed in direproof, locked safe. If theC

is kept in a secured areaAdjudication, then
theoriginal LC will be given toAdjudication.

Adjudication 2 Verify LC and bond haveeen date stamped SAFEGUARD LC
Copy the LC and place original in fireproof, IN A LOCKED
locked safe immediately. Since the LC is @ SAFE
negotiable instrument, it must be safely
secured at all times with limited accdss
BLM employees.

BSS Entry 3 Enter bond into BSS according to procedur AUTOMATED
in the BSS User Guide. NOTATION

3a Enter Adion Date: Date bond filed; DE960
AC 468, pending actiorequired

3b RECOMMENDED: Obtain a NID for the
issuing financial institution, (and advising
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Responsible
Official

Adjudication
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Step Action

4

4a

4b

4c

4d

financial institution, if applicable) for the
remitter of the LC.It is not mandatory that
the BSS abstract reflect this information.
However, if the information is entered the
BSS, it makes it easier to identify all the
affected bonds when financial institutions
merge, liquidate, etc.

Read the LC. If there are terms, phrases, ¢
conditions not uderstood, review the UCC
rulesand/or UPC phlication for clarification
or discuss the languagsttv the financial
institutionissuing the LC. lhecessary, for a
determinatiorof acceptabilityto the BLM,
sendacopyoftheC t o t he Sc
Office for review and opinion.

Examine the LC fortte following:

The LC must be payable to the Departmen
thelnterior BLM. Be sure the LC bears the
correctaddress of the BV office accepting
the LC andmaintaining the bond, i.e., ti80.

The initial expiratiordate of the LGnust be
not lessthan 1 year after the ddited with
the BLM. There may be some discretion
exercised in ecepting an LC with an initial
expiration date that is slightly less (<30 day
than 1 year from the date the LC was filed,
long as the automatic renewal provision is
included in the LC.

Keywords

PAYABLE TO
DOI/BLM

EXPIRATION
DATE

The LC mustontain the automatic renewal AUTOMATIC

provisions in at least-§earincrements

In some istances, financial institutions
incorporate &lause establishing a finday

of renewal 23 years in the future (also
known as a i drPoeparedhe
decision accepting the LC having such a
date/clause to clearly place the responsibili
on the financial institution to notify the BLM

RENEWAL

DROP DEAD

CLAUSE NOT
ACCEPTABLE
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Responsible
Official
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Step Action Keywords

4e

4f

90days prior to that finalenewal date of its
intent not to renew the LC.

The LCmust contain provisions allowing 90 DAY NOTICE
collection by the BLM for failure of the TO BLM OF LC

obligor to replace bond if 96ay notice is NONRENEWAL
given by thebank that the LC will not renew REQUIRED

Verify that the LC contains no additional
language or typographical errors which cot
affect the BLMO&s .ab

If the above proigions are not included, LC

inform the LC applicant (bond UNACCEPTABLE
principal/obligor, operator) by decisiohe

LC must be returned by decision to the

issuing financial institution. Send a copy tc

the advising bank, if applicable, by courier

service or registered ail in accordance with

instructions given in the LC (see lllustration

4-3).

The financial institution will change or
amendan LC only upororders from the LC
applicantlt is important the BLM not accep
an LC in need of correction or changes.

The current bond contract (Form 38P2p LC

must be completed and accompany all UNACCEPTABLE
personal bonds. If the LC is order, proceec

toSubsectiorF, below, to adjudicatthe

accompanying personal bond farm

The bond isacceped with an effective date EFFECTIVE DATE
beingthe date a satisfactory bond and a

satisfactoryfinancial instrunent are received

in the propeBLM office. If thebond and

financial instrumentvere received on

seprate days, the effective ddite bond

acceptace would be the later date oéceipt

of the two instruments.
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Responsible
Official

BSS Entry

Adjudication

BSS Entry

CRS Entry
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Step Action Keywords

6

8a

8b

9a

9b

10

10b

If the bond is determined to be unacceptab UNACCEPTABLE
return the bond to the principal by decision BOND

indicating defects. Retain the LC pending

return of a corrected bond

Enter Action Date: Date of Decision AUTOMATED
DeclaringBond Unacceptable; DE 2986@C NOTATION
470; Action Remarks: Reason for

unacceptability.

If bondis acceptable, prepare decision ACCEPTABLE
accepting bond (sd#ustration 44), BOND AND LC
effectiveas of the later of the following date

Date properly executed bond was received
proper BLM office; or

Date LC was received with correct terms ai
format

After signeddistribute as follows:

Original of decision to the obligor and to
the financial institution(s).

Copy of decision to appropriak solid
minerals operations staff, &0s if statewide
bond, allSGs by electronic announcement t
the BLM Bond Surety Group
(BLM_Bond_Surety@blm.gov) if nationwid
bond, and other surface management
agencies, as appropriate.

Enter Action Date: Date of decision showir AUTOMATED
bond accepted; DE 2960C 469; NOTATION
Action Remarks: Enter effectivdate of

bond.

Enter DE2910AC 909; Action Remarks:
Enter effective date of bond. Enter DE 291
AC 460; Action Remarks: Amount Obligate
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Responsible
Official

Adjudication

Accounts

BLM HANDBOOK

V- 14

Step Action Keywords

11

12

13

14

File bond, accdpnce decision, copy of LC
andotherdocuments securely in the bond
file.

If timely notice is received from the financie BANK NOTICE OF
institution that it will not renew the LC, NONRENEWAL
contact thé=Oto provide theSOa written

statement as to the continuing need for bor

coverage. If bond coverage continues to b

needed, i.e., operations or reclamation has

yet been completeapotify the obligor and

financial institution(s) by decision that

replacement bond sectyris required on or

before 30 days prior to the nonrenewal dat:

else the proceeds under the LC will be

collected by the BLMo guarantee continuec

bond coverage (see lllustratiorbi.

If no replacement bond securig/provided PAYMENT OF LC
by the date specified, prepare a decision tc DEMANDED

the obligor and bank (see lllustratior6}

demanding payment of the LC.

The terms of the standard LC state that the
BLM will present a draft for payment of the
LC. Prepare the payment draft onN8L
letterhead (see lllustratior?). Contact the
financial institution with a draft of the
payment draft to obtain any additional
language required in the payment draft. Fe
payment draft and demauigcision to lhe
bank and follow with a hardopy. Senaopy
of draft and decision taccounts to advise of
pending deposit.

When notified of the deposit of the LC PAYMENT OF LC
proceeds, prepare CBS receipt for a cash RECEIVED

bond. Place funds in unearned account.

Forward the deposit information from the

bank toAdjudication.

Rel. 3356
07/01/2016



H-38092 7 SURFACE MANAGEMENT BOND PROCESSING (®lic)

IV-15
Responsible Step Action Keywords
Official
BSS Entry 15 Change the type of financial instrument in

BSS from LC to cash. Enter DE 2960 AC
486, Pmt (Payment) By Surety/Principal.

Adjudication 16 If the BLM receives an amendment extendi REPLACEMENT
the LC close to the expiration date of the Lt OF LC TIMELY
the demand for payment must be rescindec RECEIVED
by a decision and faxed to the financial
institution holding the expiring LC, with a
hard copy following (see lllustration&j.

16a If theBLM receives a replacement financial REPLACEMENT

instrument for an expired LC, with the FINANCIAL
current bond, adjudicate @make actionto  INSTRUMENT
accept, obtaircorrection or reject the RECEIVED

financial instrument.

16b If theBLM receives a new bond with a new REPLACEMENT
financial instrument, adjudicate and take  FINANCIAL
action toacceptobtain correction or reject. GUARANTEE
If accepted, terminate the period of liability (BOND)
under the bond secured by the expit€. If RECEIVED
rejected, make sure the LC is demanded p
to the expiration date.

BSS Entry 17 If a new bond is accepted, close the bond AUTOMATED
securedy the LC and enter the new bond i NOTATION
BSS. If a new financiainstrument is
accepted to replace the LC, change the
document type in BSSkollow the guidance
in Chapter Il of this handbook and the
guidance in the BSS User Guide for surety
bond entry

D. Certificates of Deposit and Other Time Depas Accounts

A time deposit, including a Certificate of Deposit (CD), is a financial instrument issued by a
bank or other financial institution specifying that a certain amount of money has been deposited
with the bank in an interest bearing account for a specifieddgef time. Time deposits are

fixed, not liquid, accounts. Withdrawals or deposits are not allowed on a time deposit without
incurring a penalty. At maturity, funds in the time deposit account may be withdrawn or
reinvested.
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Originally, a CD was a laer (negotiable) instrument issued by a bank to verify money

deposited in the bank for a specified amount of time at a specified interest rate. Some banks still
issue a negotiable certificate; however, many banks now isha&entry certificate of
deposito A fbookentryoCD i s a computerized Arecei pto whic
be an acceptable financial instrument (see below).

Recently, some banks have established time deposit accounts for savings accounts. However,
most banks view sawgs accounts as strictly liquid accounts and will not establish savings
accounts as time deposit accounts. Time deposit accounts are not passbook accounts; passbook
accounts are liquid and not acceptable to secure a bond. The new savings deposit accounts
called money market accounts by some banks, are generally issued for a lesser amount of money
and typically earn a lesser amount of interest than a CD. Different financial institutions, and
various branches of the same financial institution, issueréiffeccounts and have different

names for time deposit accounts. If you have questions, or are uncertain that the account is not
liquid, or whether the BLM has sole redemption rights, speak directly to a representative from

the bank issuing the financi@istrument. The financial instrument the BLM receives will be

titled as to the type of account the document represents.

Some banks will not issue a CD that satisfies the BLiMquirements and the party may need to

obtain a CD from another bank. Agsment of a CD may be necessary if the CD is a bearer

instrument and will be paid only to the entity presenting it for payment. The CD must be in the
BLM6s possession before acceptance of the bon
financialinst t ut i on may <cl arify the BLMO6s requiremen

Several items on a CD and other time deposit accounts are Class Il privacy information, and are
not to be disclosed to any party except the financial institution that ifsei€D and the party

that opened the CD. This information is based on financial institution disclosure allowed for a
credit report or ratingThe BLM must not disclose the private information.

PRIVATE PUBLIC
Account number (given on time depokits Interest Rate
Account balance Opening Amount
Social security number Opening Date

Address of person establishing the accourgrms of deposit
Name of person establishing the accountNumber of deposits issued to
same person

The private iformationmay not be shared over the telephone or in decisions or letters with
anyone other than the bank or the party that obtained the CD, including the operator and

the bond principal (if different than the account holder), the BLM FO, the state, etc.When

a bond file, bond form, financial instrument, bond abstract, or bond report is to be viewed by the
public or an unauthorized employee per a FOIA request, privacy information must be redacted
by Adjudication prior to review. Affix Form 1273, Propretary and Confidential Information,

to the bond file whenever it is removed from the files (note that there is no similar form for
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Privacy information). Issued decisions are public records and may be disclosed. Copies of
decisions should always be semthhe BLMFOs.

CDs must be issued by a financial institution the deposits of which are CD INSURED

insured by the FDIC and cannot exceed the maximum i@ able BY FDIC OR
amount. Credit unions must be insured\$yUA or Federal Savings and NCUA OR
Loan associations. FSLIC

FDIC maintains a website to verify that adncial institution is insureby  FDIC

FDIC, http://www.fdic.gov/bank/index.htmlSelect the option for VERIFICATION
ADeposit | nsuroapntcieoon afdn8da atkhdeFnf atl hl
instructionsthrough the screens. When verifyingranch bank, if the

financialinstitution is insured, then the deposit branch office is insured

according to FDIC.

Insured credit unions can be verifiechép://www.ncua.gov If you NCUA

cannot locate the financial institution on the FDIC or NC&it&, call the VERIFICATION
bank and ask for written FDIC verification. The FDIC site also issues

aleits as to unauthorized banks conducting business as well as stolen

counterfeit bank checks and money orders in circulation.

For example, FDIC provides $100,000 insurancesémh entity holding  FDIC
accountswith it. The maximum applgeto the total of all accounkscated MAXIMUM
at onefinancial institution under one accourdth d er 6 s na me LIMIT
anentity wishes to submit a personal bond secured by a CD for more -
$100,000, for example, $180,000, the BLM must not accept it ifothe

of a single CD, but rather is to require the entity obtain two or more CI
totaling $180,000 from unrelated, separately chartered financial

institutions. The amount of the CDs may be split in angnnerthe

obligor wishes, as longs all of theobligr 6 s p er ssaneach ¢
separatelcharterednstitution total no more than $100,000he BLM

must always be able twllect the entire $180,000 if it is necessary to dc

so.

Because of increasing automation in the bankidgstry, an alternate BOOK-ENTRY
document such as safekeeping receipt, tinposig investment certificate, CDs
etc. may be submitted rather than an originadjatiableficertificateo If a

review of this document, known asiaook enty certificate of deposib,in
accordance with the procedures bekivaws the financial instrument
conforms to the criteria for CDs, is notuig, and that the BLM has sole
redemption rights, the financial imstnent may be acceptednyone

seeking to secure a BLM bond thgtuabook-entry CD issued by a

financial institution might save time by hayg the appropriate BLM office
(where the bond will be filed, adjudicated, and maintainedpppove the
terms and conditions the financial institutiplaces on such instruments.
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IV-18
A decisbn accepting a CD must clearly infothe bank and the bond
obligor of the specific BLM office having authority telease the funds
under the CDi.e., theSO.

CDscannotbe used as a pledge or securitydny loan or other
obligation. It must be cleathat the deposit is pledged to tBeM for the
sole and exclusivase of the Department of the InterioyrBau of Land
Management. Thinancial institution must agree to not use tlepakit to
off-set any monetargefault of the obligor or any otherna If necessary,
obtain proof from thdéinancial institution that the depository acovinas
been pledged to the BL&INd the bank relinquishes any right toc#t

In response to informal contacts with a party wishing to obtain &oCD
secure a personal bond, provide instructions regarding acceptable CC
other time deposit accounts issued by a bank, savings and loan, or cr
union whose deposits are federally insured by the Federal Deposit
Insurance Corporation (FDIC), the Nat&rCredit Union Association
(NCUA), or the Federal Savings and Loan Insurance Corporation (FSI
Notify the party that the CD should be at least the amount required for
bond per the BLM requirements, and that a CD from more than one
financial instiition may be required if the bond estimate is more than t
FDIC insured limit of deposit, or if the total of all the p@stgccounts

| ocated at one financi al i nstidt
greater than the FDIC insured limit of depos

Responsible Step Action Keywords
Official

Receiving 1 Receive and date/tienstamp bond contract

Official (Form38092) and CDandhand carry to

Adjudication. If the CDs are &pt in a safe in
the AccountingSection, a copyfdhe CD
should be made and tbheginal CD placed in
a fireproof, locked safe. If théD is keptin a
secured area iAdjudication, then the
original CD will be given tdAdjudication.

Adjudication 2 A CD may be anegotiable instrument and SAFEGUARD CD
must be securely guarded at all times. LOCKED IN SAFE
CopytheCDc | ear | y mar landi
place original in safekeeping immediately.
The CD copy should be kept in the bond fil
with the bond. For consistendyeat all CDs,
time deposits, etc. as negotiable.
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Responsible
Official
BSS Entry

Adjudication

BLM HANDBOOK

Step Action

3

4

4a

4b

IV-19
Keywords

Enter bond abstraatto the BSS according tt AUTOMATED

theprocedures in theurrent BSS User
Guide. EnteAction Date: Dat Bond Filed;
DE 2960AC 468, pending entity required.

Recommended: Ohin a NID for the issuing
bankof a CD and enter to BSS. Entry of
the financialinstitution in BSS will assist
Adjudication in identifying and notifying
affected partiesf the instruments accepted
by the BLM when banks merge, liquidate,
etc.

Review CD for the following:

The deposits of the financial institution
issuing the CD must be insured. If thiswst
indicated on the CD, check the FDIC web
site athttps://www.fdic.gov/bank/index.html
for verification of FDIC coverage.

Click on fnDeposit |
Findd and foll ow th
name of the bank and, if the bank is FDIC
insured, the site will return information as t
when it was FDIC insured, the primary
regulator, and how to obtain information on
branch offices. The branches of an insurec
bank are also insured.

If FDIC coverage cannot be verified by the
CD or at the website, call the bank and ask
bank personnel teesd or fax verification the
bank is FDIC insured. If the bank is not
FDIC insured, return the CD as unacceptat
for that reason.

ENTRY

FDIC INSURED
FINANCIAL
INSTITUTION

Verify credit union insurance at its website: CREDIT UNION

http://www.ncua.gov

The CDmust explicitly indicate on its face
thath The Secretary of
Interior or his duly authorized representativ

REDEMPTION
RESTRICTION
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Responsible
Official

BLM HANDBOOK

Step Action Keywords

4c

is granted fullauthority to demand immediat
payment in casef default. Approval by the
Secretary of the Department of the Interior
his duly authorized representative is requir
prior to redemption of the Certificate of
Deposit byThigauthoritgia r t
delegated to the BLM State Director (see
135DM 13B and 235 DM 1.A). See your
stateds 1203 Manual
of this authority.

If the CD is not directly issued in the name PROOF OF
the Department of the Interior BLM, as PLEDGE
requested, proof must be provided by the REQUIRED
bark that the right to payment under the CL

has been assigned (CD must be pledged) t

the BLM, together with proof that the bank

has changed its records to show that only

the BLM office (provide appropriate BLM

address to bank) may collect or authorize

redempt i on of the CD,

computer screen ind
for the BLM and CD is pledged to the
BLM).

See lllustration 410 for acceptable format
and language for an assignment of a time
deposit.

IV-20

If the time deposit is being pledged by an THIRD PARTY
entity other than the bond principal, a rider RIDER REQUIRED

(Form 38094a) must be obtained from the
accountholder stating the money is being
pledgedo secure the bond. (Note: If the
bond is from a third party, Form 38@9is
required.)

If there is any doubt that only the BLM hold
the sole right to redeem the CD, contact th
bank to verify any concerns, requesting
written confirmation as necessary. If you
receive a document from a bank and have
guestions not satisfactorianswered by the
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Responsible
Official

BLM HANDBOOK

Step

4d

4e

4f

49

IV-21
Action Keywords

bank, send a copy of the document, your
stateds applicabl e
your concerns to the Solicii@rOffice for an
opinion of the financial instrument satisfyin
the requirements to secure bonding under .
CFR 3802/380.

If an entity submits a CD containing terms « AGREEMENT NOT
thebank 6 s rsetgsand lllustmation-4 TO OFF-SET

11, 411, Agreement Not To Offet, to the

bankfor completion by the bank and

signature by a representative of the bank

Even if the CD states that it may not be EARLY
redeemed prior to maturity, most banks allc REDEMPTION
immediate redemption, but charge a penalt PROVISIONS
i.e., loss of interest. If the CD contains suc

information, informally contact the ban&

verify that the CD is immediately redeemak

by the BLM only and document the bond fil

with a record of the conversation.

Penalties for early redemption will be paid OBLIGOR BEARS
out of the obligods interest earned not out 0 PENALTIES FOR
the principal amount of the COSince the EARLY

financial institution has the Tax ID number REDEMPTION
for payment of the interest to the obligor,

they (the banks, etc.) have stated that they

would not reduce the principal amount due

the BLM at the time of payment. Inst

any penalty for early redemption would be

taken from the interest due and payable to

obligor. If the CD contains language to the

contrary, the amount of the CD must be

increased to include any early redemption

penalties or obtain a letter from tbbligor

stating they will pay any penalties for early

redemption.

There should be no expiration date for the ' EXPIRATION
that would restrict the right of the BLM to DATE
collectthe principal amount at any time in

case of default.
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Responsible
Official

BSS Entry

Adjudication
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IV-22

Step Action Keywords

4h

4i

4]

The CD can be issued for any term the AUTOMATIC
obligor wishes but must be automatically RENEWAL
renewable.

If the CD is not acceptable, inform obligor t UNACCEPTABLE
decision. Return CD with copy of decision t CERTIFICATE OF
bank by courier service or registered mail DEPOSIT

(see lllustration 412).

Route for automated entry.

Enter Action Date: Bte of Decision AUTOMATED
Declaring BondJnacceptable; B 2960AC  NOTATION
470; ActionRemarks: Reason for Non

acceptance.

The current bond contract (Form 382p ACCEPTABLE
must becompleted and accgmany all CERTIFICATE OF
financial instrumentdf the CD is in ordg DEPOSIT
proceed to Step Felow, toadjudicate the

accompanying personal bond form.

If the bond is determed to be unacceptable UNACCEPTABLE
returnbond to principal § decision BOND

indicating defects Retain the CD pending

return of a corrected bond.

If the CD and bond are acceptable, prepare ACCEPTABLE CD
decision accepting CD and bond (see AND BOND
lllustration 413).

The bond is accepted with an effective date EFFECTIVE DATE
being the date a satisfactory bond and a

satisfactory financial instrument are receive

in the proper BLM office. If the bond and

financial instrument were received on

separatelays, the effetive date for bond

acceptancevould be the leer date of receipt

of the twoinstruments.
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IV-23
Responsible Step Action Keywords
Official
9 After decision is signed, distribute as follow

(a) Original of decision to obligor

(b) Original of decision to financial
institution

(c) Copy of decision to appropriakO

(d) Copy of decision to the state or othe
surface management agencies, as
appropriate

(e) Route for automated entry

BSS Entry 10 Enter Action Date Date Bond Accepted; DE AUTOMATED
2960AC 469. NOTATION
CRS Entry Enter DE291AC 909; Action Remarks:

Enter effective date of bond. Enter DE 291
AC 460; Action Remarks: Amount Obligate

Adjudication 11 If the CD is replace by another type of
financialsecurity, adjudicatthe new
instrument, with a newond if necessgr and
accept as a replaceméat the personal bonc
(see lllustration <B).

If the obligor submits a satisfactory surety REPLACEMENT
bond as a replacement, terminate the peric SURETY BOND
of liability under the personal bond, and

return the CD to the financiaistitution. See

lllustration 114 for terminatng theperiod of

liability of a personal bond secured by a CL

BSS Entry 12 Change BSS to raftt the new instrument or AUTOMATED
bondaccepted as the rgggement. Entera  NOTATION
new bond irBSS if needed.

13 When the CD is no longer needed because
requirement for bating has ceased,
terminate thgeriod of liability undethe
personal bond, and retutime CD to the
financial institution or to the obligor as
directed by the obligor (in the case of CD n
maturing in the near future). See llladton
11-4 for terminating the periodfdiability of

BLM HANDBOOK Rel. 3356
07/01/2016



H-38092 7 SURFACE MANAGEMENT BOND PROCESSING (®lic)

IV-24
Responsible Step Action Keywords
Official
a personal bondgecured by a CD.

14 Upon default of the operator, the CD may t COLLECTION OF

presented to the barér collection. Include CD

a copyof the bond and theriginal

acceptance decisiorbee lllustration 414.
Several items on a CD and other time deposit accounts are Class Il privacy information, and are
not to be disclosed to any partycept the financial institution that issued the CD and the party
that opened the CD. This information is based on financial institution disclosure allowed for a
credit report or rating. The BLM must not disclose the private information.

PRIVATE PUBLIC

Account number (given on time deposits) Interest Rate

Account balance Opening Amount

Social security number Opening Date

Address of person establishing the account Terms of deposit

Name of person establishing the account Number of deposs issued to same
person

The private informatiomay not be shared over the telephonén decisions or letters with
anyone other than the bank or the party that obtained the CD, including the operator (if
different than the account holder), the BM FO, the state, etc.

When a bond file, bond form, financial instrument, bond abstract, or bond report is to be viewed
by the public or an unauthorized employee per a FOIA request, privacy information must be
redacted byAdjudication prior to reviewAffi x Form 12732, Proprietary an@€onfidential
Information, to the bond file whenever it is remed from the files (note th#tere is no similar

form for Privacy information). Issued dsions are public records anthy be disclosed.

Copies of decisiomshould always be sent to the BIEDs.

E. Negotiable U.S. Treasury Securities

Negotiable Treasury Securities, e.g., bills, notes, or bonds issued by the U.S. Department of the
Treasury may be used as collateral for all programs in the BLM, including operations conducted
under 43 CFR 3802 and 3809.

The Negotiable Securities Prograamrmanaged by the National Operations Center through the
Federal Reserve Bank. Securities are purchased by the obligor through their financial institution
or brokerage firm. Once purchased, Negotiable Securities are delivered to the Federal Reserve
Bankfor safekeeping. No additional records are maintained by the financial institutions. Since
these securities are delivered to the Federal Reserve Bank, financial institutions are not required
to include them in their financial records.
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V- 25
Treasury bills ee shoriterm obligations issued with a term of 1 year or less. They are sold at a
discount from face value (par) and do not pay interest before maturity. The difference between
the purchase price of the bill and the amount that is paid at maturitydpafen the bill is sold
prior to maturity, is the interest earned on the bill. Treasury notes have a term of at least 1 year,
but not more than 10 years. Treasury bonds have a term of more than 10 years. Treasury notes
and bonds bear a stated int¢rage, and the owner receives sannual interest payments
directly from the Federal Reserve Bank.
Treasury securities cannot be redeemed before matutitgwpincur gpenalty. Some Treasury
bonds issued before 1985 are subject to call by the TyeBgpartment before their final
maturity. If called, these bonds stop earning interest on the date called. The details of each
security issued are announced before the Trea

Further information concerning U.S. Treasury bills, notes, and$may be obtained from a
brochure published by the U.S. Department of the Treasury, Bureau of the Public Debt. See 31
CFR part 225 (http://www.fms.treas.gov/collateral/sb_regulations.html) for additional
information about Treasury securities pledgeddmnds to fulfill financial guarantee

requirements of the Federal government. (Note: the regulationsCERfart 225 replace

Treasury Circular 154).

The BLM bond official (adjudication) works closely with the BLM National Operations Center
NegotiableSecurities Manager, when a bond is to be secured by a Treasury security. The bond
official determines the sufficiency of the bond instrument, assures obligations under the bond are
properly assignedssureshat the Treasury security and bond are writteaccordance with the
regulations, and authorizes release of the collateral. The BLM National Operations Center
Negotiable Securities Manager oversees the acceptance, transfer and return of Treasury
securities, limits the risk of the government obligasi, and advises and takes instructions from

the bond official to ensure the best interest of the BLM.

If a Treasury bill is submitted to secure a personal bond, the amount purchased cannot be less
than the full bond amount required. If it comes toBh& s attention that an obligor has
purchased a Treasury security at a discount such that there is a difference between the amount
that was paid and the face amount or par value of the security, the BLM must require that the
security be supplemented to edjthe full amount of the bond. For example, the obligor MAY
submit a cash bond (e.g., casfBezheck or certified check) to make up the difference.

Verification of the full amount may be accomplished by reviewing the customer confirmation
form sent tahe BLM.

The following procedures are for pledging Treasury Securities to the BLM for the purposes of
securing a personal bond.

Responsible Step Action Keywords
Official
Adjudication 1 Receive oral or written inquiry from operator PROVIDE
otherpotential principal regarding the filing of INFORMATION
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Responsible
Official

Adjudication

BLM HANDBOOK

Step Action

2

2a

2b

2C

2d

a personal bondesured by negotiable Treasu
securities. Providesend by email, US maill,

Keywords

ABOUT
TREASURE

V- 26

fax, or by directing the eity to the appropriate SECURITIES

websiteinformation on obtaining negotiable
Treasury securities ég lllustration 414, pages
1-3).

Give the operator or other potential principal
the following information:

The entity must contact a financialstitution to
authorize the purchase of a Treasury securit
the name of the party needing the bond
coverage.

The Treasury security purchased will be
electronically held
Bankers Association (ABA) number with the
Federal ReservBank (FRB), and managed by
the BLM National Operations Center,
Negotiable Securities Manager.

Assignment of the Treasury security or
assignment of the deposit thereof is not
acceptable.

Direct questions from the entity about BeM
procedures to the Netiable Securities
Manager at the BLM National Operations
Center. Provide the entity with the name of tr
Negotiable Securities contact person, if
possi bl e. I n addi ti
institution has any questions, they may also
contact theBLM National Operations Center.

NOTE: The FRB must be notified by the BLM
National Operations Center prior to the actue
wire transfer of the transaction. The FRB wil
not accept the wire transfer directly from the
entityds f i nan cadasement
from the BLM.
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Responsible
Official

Adjudication

BLM HANDBOOK

Step Action

3b

3c

3d

3e

Inform the operatoor other potential principal BLM BOND

that the currenBLM bond contract (Form
38092) must be completednd submitted to
theappropriate BLM ofice to authorize the
Secretaryof the Interior tause the funds in the
event ofdefault. After he obligor acquires a
Treasurysecurity through a depibsry
institution, the obligoor t he obl i
institution must contact the BLM office havin(
responsibility for the bond, and provide the
following information

Name, address, and phone numidfewbligor.

The BLM serial number of theperations
involved (or a statemetitat the bond is for
statewideor nationwide coverage).

The name, mailing address, ABumber and
account number of th
interest paymentshould be transferred, along
with the name and telephone number of a ba
contact person, ifgssible.

The type of Treasury security (bill, bond, or
note) purchased.

The par amount (face value) of the security, |
interest rate, and the maturity date of the
security.

NOTE: The current value of the Treasury
security deposit must be at ledst bond
amount required by the AO. A discounted
value less than this amount is not acceptable
a Treasury bill, purchased at sa@bunt, is
submitted for lesthan the required bond
amount, the bonded party must make up the
difference, otherwise theobd will be returned
as unacceptable. The principal may submit a
certified check or cashié check in the amour
of the deficiency, with a second bond form, tc

Keywords

FORM

REQUIRED

IvV-27

INFORMATION

REQUIRED

FROM OBLIGOR
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Responsible Step Action

Official

3f

39

3h

3i

BLM HANDBOOK

bring the bond up to the required amount.

EXAMPLE : The obligor (principal) purchase
a $25000 Treasury bill. After purchase and
with discount, the bifs face value is $23,964.
Only when the bill matures, will it have a face
value of $25,000. Therefore the obligor mus
furnish an additional $1,036 to bring the total
bond amount up to thegaired $25,000 before
the BLM can accept the bond. When the
Treasury bill matures, there will be $26,036 i
proceeds (face value plus interest).
Alternatively, the obligor may decide to
purchase a Treasury security in a larger
amount, where after purcheaand with
discount, par is $25,000.

Committee on Uniform Securities Identificatic
Program (CUSIP) number of the security.

The deposi t dgigityABAramberd

The name of the FRB branch servicing the
depository financial institution.

The name and address of the entity to whom
interest is payable, and that enfity5ocial
Security Number (SSN) or Tax Identification
Number (TIN).

NOTE: The FRB is required under the Tax
Equity and Fiscal Responsibility Act of 1982
(26 U.S.C. 6049) to port the recipieris name,
address, Tax Identification Number, Social
Security Number, and amount of interest to t
Internal Revenue Service. If the BLM becorr
aware of an address change for the entity,
Adjudication must notify the National
Operations @nter which, in turn, will notify
the FRB of the entifis most current address.

Upon the BLMO6s recei

Keywords

SEND

IV-28

authorization having been made by dperator CONFIRMATION
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BLM HANDBOOK

Step Action

5

IV-29
Keywords
(information in IV.E.3, abovegmail or faxa OF TREASURY
copy of that information to the Negotiable AUTHORIZATIO
Securities Manager, National Operations N TO NATIONAL
Center. If your officaequires a formal memo OPERATIO NS
to the BLMNational Operations Center, see CENTER
lllustration 416.

NOTE: Itis important that thelm! i g o r ¢ TRANSFER
financial institutionor correspondent MUST BE
depository financial institutioMOT transfer ~ AUTHORIZED
the Treasury security to the Federal Reserve FIRST BY THE

Bank until authorizatioms given bythe BLM NATIONAL
Negotiable SecuritieBlanager OPERATIONS
CENTER

The Negotiable &curities Manager will contac
both the serding FRB or the FRB branch anc
t he obl i gostithtonor i nanc
correspondendepository finani@l institution to
authorize theransfer of the fleasury security
to the FederaReserve Bank

When the security is transferred to the Feder ELECTRONIC
Reserve Bak, the financial institutiomvill TRANSFER
include tte following information in the MESSAGE
el ectronic transfer

to the DO}Bureau of Land Management (nan

of SO) by (name of obligor) for (BLM serial

number, statewide bohébr (name of state) or

nati onwide bond. o

The following are examples of an acceptable
transfermessage:

ASecur ity i sBurpduefdane d
Management, NevadaO, by XYZ Corp for
BLM serial number NVN12345®0 r A S¢
is pledged to DOBureau of Land
Management, lahoSO, by XYZ Corp.for
statewiek bond of operations conductedder
43CFR 3809 in the St a

The obligor is tasend the following to the BLM
SOas soon as possible
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Responsible Step Action Keywords
Official

7a A properly completed, executed, and notariz:
personal bond (Form 38e8.

7b A copyofthen Ac k nowl edgmen
Deposit, Rel eas e thatthe
FRB wi I | send to the
institution or correspondent depository
financi al institutio
will constitute proof that the security is being
held bythe FRB.

7c The transaction docu
financial institution to verify the amount the
obligor paid for the Treasury security that,
excluding any commission fee and accrued
interest, must equal or exceed the regulatory
bonding requirement aroat

Receiving 8 Receive and date/time stamp all documents
Official forward to Adjudication, with the bond file, if
that is applicable in your office.

BSS Entry 9 Enter the bond information and Treasury AUTOMATED
security into BS&ccording to the BSS User NOTATION
Guide.

9a Enter Action Date: Date Bond Filed. D260
AC 468; under Document IDnger the type
and CUSIP numbesf the Treasury negotiable
security. Pending action required.

9b RECOMMENDED: Obtain a NID(s) for the
issuing andadvising bank, if applicable, and
enter interest relationship into BSS

Adjudication 10 If the Treasury security is in order, proceed t«t REVIEW BOND
Subheadingr, below, to adjudicate the
accompanying personal bond form and verify
appropriate blanks are properly completed, tl
dollar amount is sufficient and properly spelle
out, and the relationship of the party signing
the obligor is clear. Contact obligtr furnish
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Responsible Step Action Keywords
Official
any missing or additional information needed

11 When bond and Treasury security are in orde ACCEPTABLE

prepare acceptance decision. The BLM offic BOND
must send copy of the bond acceptance
deci sion and the MfAAc
Enty Deposit, Rel ease
to the Negotiable Securities Manager. Accej
thebond by decision (see lllustratiorl#).
The date the Treasusgcurity is deposited witl
theFederal Reserve Bank or the date the bol
is filed in the prper BLM office, the later date,
is the effective date of bond acceptance.

12 Distribute the original of decision to obligor,
with a copy to the Negotiable Securities
Manager (OC 621), theO, and copy to the

bond file.
BSS Entry 13 Enter Action Date: Date Bond Accepted; DE AUTOMATED
2960AC 469; General Remarks: NOTATION

Maturity date of negotiable Treasury security

Adjudication 14 The Negotiable Securities Manager will notit MATURING
the BLM office of a maturing Treasury securi SECURITY
usually60 days before the maturity date.

Adjudication will contac+O or other BLM
persamnel having responsibility fahe surface
conpliance for a determination &sa
continung need for bond coverage. If
continuing bondtoverage is required aftereh
maturity date, the BLMAdjudication office

will inform NOC of continuing bond coverage
andauthorize the NOC to reinvest the securit
(seelllustration 418).

15 If a Treasury secuw is no longer required TREASURY
prior to maturity,the BLM office must notify =~ SECURITY NO
theNegotiable $curities Manager by LONGER
memorandunstating sub information. The  REQUIRED
NegotiableSecurites Manager will direct FRB
to electronically trangr the security out of the
FRBt o obligords bank.
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Step Action Keywords

16

17

18

19

20

If a satisfactory bond has been accegedr to TREASURY
or after the maturity date (if stiledged to the SECURITY
BLM) of any Treasurynegotiablesecurity, REPLACED
advise the Negotiable Securitidganager QC-

621) by memorandum to direitte FRB to

transferthe negotiable secity proceeds from

the FRB t o t liseellogdrdtiong

4-19).

If the Treasury security is replaced by anothe
type of financial pledge, adjudicate the new
instrument, with a new bondriecessary, and
accept as a replacement pledge forgesonal
bond (see lllustration-9).

If the obligor submits a satisfactory surety bo REPLACEMENT
as a replacement, terminate the period of SURETY BOND
liability under the personal bond and authoriz

return of thelTreasury security as described ir

Step 15 abee. See lllustration 14 for

terminating the period of liability of a bond.

Change BSS to reflect the new instrument or AUTOMATED
bond accepted as the replacement. Enteva NOTATION
bond in BSS as needed if the personal bond

replaced with a satisfactory surety bond.

If the bond is no longer needed, the funds wi BONDING NO
be transferred to the obligor after receipt of LONGER
clearance reports from all affected BLMioc#s REQUIRED
and surface management agencies, if other t

the BLM, that all obligations on the operation

have been met (see Chaptel , A Ter n

of the Period of Lia

When the Treaswyrsecurity is no longer neede
because the reqeiment for bonding has
ceasedterminate the periodfdiability under
the personadbond and atnorize return of the
Treasurysecurity aglescribed in Step 15
above. See lllustation 115 for terminating
the period of liability of a personal bond.
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Responsible Step Action Keywords
Official

21 If an operator with a bond secured by a DEFAULT
negotiable Treasury security is in default, nol PROCEDURES
theNegotiable curities Manager (OC 621),
by memorandumof the nature of the default
and requedhat the Treasury security beld to
obtain the funds needed to cotiee default.

The Negotiable Securities Manager (OC 621
will coordinatesale of the security with the
FRB. After the sale, the NOC wilansfer the
proceeds to thappropriate BLM & f i c e 6
suspense account.

BSS Entry 22 Update the BSS with AC 483. AUTOMATED
NOTATION

F. Adjudicating the PersonalBond Contract

A personal bond form is required to accompany any financial instrument or security other
surety bond. The bond form contains a power of attorney to the Secretary of the Interior ¢
funds pledged for the bond. The bond form contains other contractual terms and conditio
which must be adhered to by the principal to effect terminatidimedbond period of liability
following satisfactory reclamatig@as the bond form also requires the BLM to effect collectio
of the proceeds under the bond in the event of default of the principal.

The financial pledge for the bond may be returned tetimeipal or financial institution when
the bond period of liability is terminated; however, the bond Form-28893etained as a BLM
record with the 3809 case file according to the retention and disposal schedule. Currently
3809 case files are mhed for 50 years at the national archives center following closure.

Receiving 1 Receive and date stamp bond. Forward to
Official Adjudication.

BSS Entry 2 Statewide/nadnwide bonds must be promptly AUTOMATED
entered into the bw BSS, i.e., within 5 NOTATION
working days of the action iralved.

Especially in the casaf nationwide bonds,
failure to timely enter the bondformation
may cause the delay of approval actions in
other BLM offices Enter the bond into the
BSSfollowing theprocedues established in th
BSS UselGuide. Enter Action Date: Date

BLM HANDBOOK Rel. 3356
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Responsible
Official

Adjudication

Adjudication
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Step

3

4

4a

4b

4c

4d

4e

Action

Bond Filed; DE2960AC 468, pending action
required

If not already reeived, obtain written notice a:
to the bond ammunt required for the proposed
operations adetermined by th&0O or other
respnsible personnel as delegatedour
state.

Examine bond for the following:

Bond is the cuent acceptable contragorm
38092.

Bond is properly executed by principal,
including principald
affixed to the bond form. Bond must contain
acknowl edg me ndignatufe bypar
notary public. The rakionshipof the signatory
to the principal is to be shown either on the
bond itself or in an accompanying document.

Verify the bond principal is the operator as
given in thePlan or Notice filed with the BLM.
The operator should be the addressee on the
bond determination, or similar letter/decision
sent by the BLMFO stipulating the conditions
under which operational activitiesay begin.

If the principal on the bond is not the operatc
the BLM requires completion of Form 38d@9
or the operator must lzeesignated a co
principal on the bond (Form 38em). If the
financial pledge for the bond is supplied by a
party other than the operatortbe bond
principal, the BLM requires Form 388
designating the supplier of the pledge.

Ifthebondid n t he operthet o1
pledge for he bond is not, a rider must be
obtained from the account holder naming the
operator (bond principal) (Form 38@&).

V- 34
Keywords

REQUIRED BOND
AMOUNT

ACCEPTABLE
BOND FORM

EXECUTION BY
PRINCIPAL

NOTARIZED
SIGNATURE

SIGNATORY

PRINCIPAL AND
OPERATOR

BOND OR
FINANCIAL
INSTRUCMENT
PLEDGED BY
OTHER THAN
OPERATOR

FINANCIAL
PLEDGE NOT
FROM
OPERATOR/
PRINCIPAL CO -
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Step Action Keywords

4f

4g

4h

If the party suppliyng the bond or the financial PRINCIPALS ON
pledge chooses, they may complete a rider BOND

stating the operator and the party supplying t

bond and/or financial pledgee coprincipals

under the bond. Each-gwincipal must be

named on the bond and there musalseparate

signature for each eprincipal even if the same

individual is signing for all cgorincipals

Check thatheprincipal is indicated in the
proper location on the bond.

Bond is at least for the amount required by tt AMOUNT OF
correspondence received from #®©. Check BOND
that bond amount is properly indicated on for

The dollar amouniust be spelled out by the

bond principal, i.e., Two Million Four

Hundred Thousand and no/100 Dollars. A

bond with only numerical figures indicated
($2,400,000) must be returned foorrection.

A bond with only the numerical figures missir

may be accepted if the correct amount is

spelled out clearly

Bond coverage shtdibe indicated as to BOND
whetherthe bond provides coverage foran COVERAGE
individual, statewide, otoverage of operation:

nationwide

(1) If noindication is given on the bond form FAILURE TO
as tothe coverage, informal contatiay be INDICATE
made to determine the coverageended and COVERAGE
then the bond may hmrrectedby

Adjudication. Adjudicatiorshouldnote the

bond with the contaéghformation, nitial, and

date. Provide thprincipal with copy of the

corrected bonalong withthe decision of

acceptance dahe bond

(2) If more than one type of coverage is MULTIPLE
indicated, the bond is not acceptable and meé COVERAGES
be corected by phone call, fax, ortis be INDICATED
returned to the principal for correction.
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Responsible Step Action Keywords
Official

4i If bond is an individual bond and the BLM BLM SERIAL
serial number is missing or incorrect on the NUMBER ON
bond form,Adjudicationwill verify the serial INDIVIDUAL
number and fill in or correct it. Furnish a cop BOND
of thecorrected bond to the surety and princi
with the decision of acceptance of the bond.

Adjudication 4j If bond is a statewide bond and the geograpt FILED IN
state shown on the bond is not under the WRONG BLM
jurisdiction of theBLM office receiving the OFFICE
bond, forward the bond to the proper BLM
office by memorandum with a copy sent to th
principal.

NOTE: A nationwide bond may be filed in any BL®O. Aridertoa NATIONWIDE
nationwide bond may be filed in either t8®that accepted the original BOND FILING
nationwide bond or in th8O having jurisdiction of the operations LOCATION
affected by the bond rider. Normally, however, riders are to be acce

by theSO maintaining theoriginal bond unless immediate acceptance

necessary.

4k Check that execution date on bond is comple EXECUTION
and precedes date of filing of bond. If DATE
execution date is not completed, returnthe COMPLETED
bond to the principdbr correction.

NOTE: Parties will sometimes attempt to file a bond to be effective i EXECUTION
some future date. Postdated bonds are to be rejected and the partic DATE
advised that the bond mag executed with a provision that it will POSTDATED
become effective at some certain later date, but that the execution d

must precede the date of filing. This will most likely occur with a

replacement bond.

4 The party executing the bond must have the BOND
lawful right tofinancially bind the bond EXECUTION
principal. If the bond is executed by a party
other than the bond principal, the signatory
must indicate the capacity in which he is
executing the bond for the principal. The
signatory must be authorized to financially bi
theprincipal
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Step Action

4m

(1) If the bond principal is an individual, the
individual will execute the bond (example,
Joseph H. Smith Ill, principabnd Joseph H.
Smith 111, executor).

(2) A bond with acorporate principal wilbe
executed by a corporate officer having the
power to financially bind the corporation suc
as the vice president, chiifiancial officer, or
secretantreasurer.

(3) A bond in the name of a trustdssigned by
the trustee of the trust will require the BLM
office reviewing the trust before tt®nd can
be accepted. A trugt usually considered as ¢
corporate entity but is also a functionstdte
law and each trust is subject to the actual
wording d the trust as to the powers of the
trustee. Can the trustee financially bind the
trust? Therefore, a copy of the portion of the
trust that covers th
financially bind the trust is needed as well as
thestate law governing trusts in geral
Assuming the trust and trustee meet these tv
tests, the BLM may accept a bond from a tru

(4) If a bond is executed by an agent, the ag

IV-37
Keywords

INDIVIDUAL
PRINCIPAL

CORPORATE
PRINCIPAL

TRUST AS
PRINCIPAL

POWER OF

will need to provide proof that the agent has ATTORNEY

powerof attorney from the company (limited
liability company, etc.) or the individual that
gives the agent power to financially bind the
company or individual on the bond.

Additional information on business
organizations may be found in the &wof the
state wiere the BLM isadjudicating the bond
as well as in Appendix C of this handbook.

The operatords TIN i
Notice-level operations or Plan of Operations
filed with the BLM. The TIN may be showm
the bond form or in a separate document. T}
bond principal és TIN

NEEDED FOR

AGENT
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Responsible Step Action Keywords
Official

the space provided, if required on the bond it

your BLM office. (If a SSN is given, it must k&

safeguarded the same as the privacy

information reflected in ban&ccounts. (See

Section D of this Chapter and affix Form 127

2 to the front of a bond file containing privacy

information when the bond file is removed

from the files.)

Adjudication 4n The bond must be notarized by a notary publ
If the bondis signed in Canada, a notary publ
from Canada is acceptable.

NOTE: An operdor or bond principal may
give a Camdian address but the operatasto
have a U.S. TIN, see 43 CF3809.301K)(1)
and .401(b)(1). That ihe ogerator must be
organizd to dabusiness ithe U.S. If the
operator onljhas a Canadian or othiereign
country tax identification number, it is
unacceptabland the entity must obtain a TIN
from the U.S. Internal Revenue Service.

5 If bond is determined to henacceptable, returr UNACCEPTABLE
bond to principal by decision indicating defec BOND

BSS Entry 6 Enter Action Date: Date of Decision Declarir AUTOMATED
Bond Unacceptable; DE 29@@C 470; Action NOTATION
Remarks: Reason for unacceptability.

Bonds are not effective until accepted by BiéV. Acceptance or
rejection of a bond is achieved by a decision issued by the BLM.
Operators cannot begin surface disturbing activities until a satisfactc
bond is accepted by the BLM and subsequent Bpgroval or
permission to disturb the surface under Notaeel operations or a Plan
of Operationss given to the operator by the Field Manager, or other
delegated official (see BLM WO and State Manual Section 1203,
Delegation of Authority).

Failure to file a satisfactory bond may be the basis for the BLM to tal
anaction such as not approving a Plan or Notice, not allowing opera
to begin or expand, or not recognizing a transfer of the operatiamse .
a bond is not effective until is accepted by the United States, imposil
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Responsible Step Action Keywords
Official
a time limit for a bond to be submitted to the Blidvhot appropriate.

Adjudication 7 If bond is in order, prepare acceptance decisic ACCEPTABLE
effective as of théaterof the following dates: BOND

If the bond and financial instrument are not EFFECTIVE
received on the same date, the effective date DATE

bond acceptance would be the later date of

receipt of the two instruments.

7a Date bond was filed in the proper BLM office;
or

7b Datefinancial instrument was filed in the propt
BLM office.

8 Forward decision to the BLMging official
for signature.After signature, send an original
to the obligor and to the financial institution.
Copies & sent to th&Osor other operations
office, other surface managemagtencies, as
appropriate.

9 Route for BSS Entry
BSS Entry 10 Enter Action Date:Date of decision showing AUTOMATED
bondaccepted; DR2960AC 469; Action NOTATION
Remarks: Enter effective date of bond.

Adjudication 11 File bond and acceptance in bond file.
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V-1
CHAPTER V i Adjudicating Bond Riders

A. General

A rider is a legal document that materially amends an existing individual, statewide, or
nationwide bond. Material changes to a bond that would require a rider include reducing or
increasing the amount of coverage provided by the bond, extemdiingting coverage (for
example, from individual to nationwide or statewide to individual), providing the financial
instrument by a third party, or adding-pancipals.

Riders can accompany the original bond when it is filed or will be filed subsieiguie

acceptance of the original bond in order to allow approval of some action, such as transfer of
operators, or adding coverage for a modification or expansion of existing operations. The riders
must be executed in the same manner as the origindl dontract. Material changes to a surety
bond without notice to or consent of the surety can lead to discharge of the surety and loss of the
bond surety in conjunction with a transfer of operations. As with bonds, the processing of such
riders must béandled promptly.

Form 38094a is a multipurpose rider and should be used for a personal bond. Most surety
companies have rider forms (general or aspatpose rider) that are acceptable to the BLM if
the rider contains language satisfactory to the Bdrid includes a power of attorney. If needed,
however, lllustration & is a sample surety rider. Require completion of Form-38G®rm for
Bond Rider Extending Coverage of Bond to Assume Liabilities for Operations Conducted by
Parties Other Than theiRcipal (Consent of Surety) Rider, when a personal or surety bond is
posted by an entity other than the operator (third party).

B. Processing Bond Riders

Responsible Step Action Keywords
Official

Receiving 1 Receive bond rider; date stamp; forward t

Official Adjudication. Or, route for automated entr

followed by Adjudication.

BSS Entry 2 Enter rider into the BSS AUTOMATED
NOTATION
Enter Action Date: Date Rider Filed; DE
2960 AC 478 Action Remarks: Reason fc
Rider; pending action required.

Adjudication 3 Check bond rider for the following:

3a If the rider amenda surety bond, the rider EXECUTION
mustbe executetby the principal and PRINCIPAL/SURETY
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Step

3b

3c

3d

3e

V-2
Action Keywords

surety in thesame manner as required for
the bond itself.If the rider only changes th
name of theorincipal, the rider may be
executed solely by the surety.

Verify corporate seals. CORPORATE SEALS

1) Check that sure
affixed, if a surety bond.

(2) If state law of the BLM office accepting
the bond requires corporations to have a
corporate sealerify that the corporate see
of the bond principal is affixed to the rider

A rider to a surety bond must be POWER OF
accompanied by a properly executed PO/ ATTORNEY
(MNustration 33).

In most instanes, when a rider is filed en  FORWARD RIDER
office othe than the office maintainindpe FOR ACCEPTANCE
bond,forward the original rider by TO OFFICE
memorandm to the appropriate office for MAINT AINING
acceptane with a copy of the memorandur BOND

sent to principal and surety (lllustration 3

2).

If a rider to a nationwide bond is filed in a RIDER FILED IN
SOhaving jurisdiction of the operations to STATE OFFICE NOT
be covered by the rider, bilte nationwide MAINTAINING

bond is maintained ianotherSO, the rider OFFICE BOND

may beaccepted by the receivir@Qif

immediateacceptance of the rider is

necessary

Check with theSOmaintaining the bonad
no matter how urgently the operator want
approval. The BLM must know that the
bond is in good standing and the entities
operations covered by the bond are in
compliance before accepting a rider to the
bond. Close coordination is crucial
between/among th®0s holding obligations
under the nationwidbond.
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Responsible Step Action Keywords
Official

Adjudication 3f If a nationwide bond rider is accepted in e FORWARD RIDER
SOother than th&Owhere the bond is TO OFFICE
maintained, a copy of the decision accept MAINTAINING THE
the rider, with the original rider attached, BOND
must be transmitted to tf&0 that maintains
the bond. Th&Omaintaining the bond
will input the action in the BSS.

39 Check that execution date on the rideris EXECUTION DATE
completed and precedes the datélioig of
rider. If date ofexecution is not completed
the rider must beeturned to principal for
correction.

NOTE: Often parties will attempt to file a rider to be effective at POSTDATED BOND
some future date. Postdated bonds and riders are to be rejected

the parties dvised that bonds or ridensay be executed with

provision that such will become effective at some certain later dai

but that the execution date must precede the date of filing.

Similarly, a bond may not be accepted by the BLM effective some
past date @smay be indicated by the surety and/or bond principal
the bond.

A bond is effective the date it is received by the proper BLM offict
and is satisfactory for BLM6s

3h Access BSS to verify bond is still valid.  ACCEPTABLE
Accessthe FMSwebsiteto verify that the  SURETY
surety is acceptable. If the surety is
decertified, return the rider as unacceptat DECERTIFIED
and request a new bond, either a persone SURETY
bond or a bond from an acceptable surety

3i If the rider increases the penal sum of boi UNDERWRITING

verify it does not exceed the underwriting LIMITATION
limitation of the surety. If acceptance of tt EXCEEDED

rider would result in a penal sum above tr

suretyods under wri ti

reinsurance agreement (Standard Form 2

must accompany the rider. Adjudicate the

reinsurance agreement and power of

attorney per Chaptéll . Return the rider as
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Step Action Keywords

3

unacceptable if reinsurance is not provide

Verify that the rider properlyefers to the CROSSREFERENCE
original bond by crosseferencing the bond TO ORIGINAL
numberor by reciting the name of original BOND

bondprincipal and the date original bond

wasexecuted.

If a rider to a personal bond is an increas« INCREASE IN THE
coveragean additional financial instrumen BOND AND THE
(certified funds, U.S. Treasury security, ot FINANCIAL

time deposit) or an amendment to a letter PLEDGE

credit must also be submitted. Adjudicate

the additional fnancial instrument

according tahe guidance in Chapter IV.

If a personal bond is being reduced by the DECREASE IN
bond principal and a refund (cash) is to b« BOND AND THE
made or an amendment to a letter of cred FINANCIAL

is received reducing the amount, an PLEDGE
acceptable rider mustso be filed

corresponding to the reduced bond amou

The amount of a time deposit or a U.S.

Treasury security cannot be reduced

because of the fact that the amount and

other terms of those instruments are fixec

for a specified period of time.

Determine whether the bond rider is
inconsistent with any affected operations,
required reclamation bond amount, or
current surface management regulations.

Determine if acceptance of the rider is
discretionary and is subject to review by t
FO geologists/surface protection
specialists/etc. For example, reduction of
statewide bonavill not be approved unless
all BLM officials approving operations in
the sate can report on

the acceptability of such a reduction.

Signatures on bond riders.
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Responsible
Official

Adjudication

BSS Entry

Adjudication
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Step Action Keywords

7a

7b

10

11

1l1la

11b

For a surety bond, follow proceduresin  POWER OF
Chapter IV.C.5, above, for adjudicatittte ATTORNEY
POA.

For a personal bondder, an NOTARY PUBLIC

acknowl edgment ofs ¢
required

If bond rider is unacceptable, return by
decision to principal or agent, via courier
certified mail, explaining the defects, why
acceptance is denied, and inclide IBLA
appeal rights.

Send decision to principal(s) and surety
(c/o attorneyin-fact). Send a courtesy cog
to the surety home office and any other
office that may need to be informed of the
action. Route for automated entry

Enter action intdSS AUTOMATED
NOTATION

Entry Action Date: Date of decision

declaring rider unacceptable; DE 2960 A(

480; Action Remarks: Reason rider

unacceptable. Enter Action Date: Date

rider returned; DE 2960 81.

If rider is resubmitted for acceptance, rep
prior steps.

If rider is acceptable, prepare decision (se ACCEPTABLE
lllustration 52), effective as of thiater of RIDER
the following dates:

Date rider was accepted by either 8@
maintaining the bond or by tf&where
operations are to be covered (if other thar
office maintaining the original bond).

Effective date indicated on the bond rider.
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Responsible
Official

Adjudication

BSS Entry
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Step Action Keywords

12

13

After the decision accepting rider is signe: DISTRIBUTION OF
and dated, distribute originally signed DECISION

copies to principal and surety, c/o attorne

in-fact (if surety bond, courtesy copies to

surety home office, appropriate operation:

offices, and other affected parties). For

nationwide bond, emadtherSO

adjudicaors in the BLM Bond Surety

Group as appropriate. Route for BSS ent

Enter Action Date: Date Rider Accepted; AUTOMATED
DE 2960AC 479; Action Remarks: Note NOTATION
reason for rider.
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CHAPTER VI 1 Bond Coverage for Transfers of Operations
A. Transfers of Operations

Close coordination betwedO operations staff an80 Adjudication (or other offices as the

delegation of authority in your state dictates) is essential for effective administration of bonds,
particularly when transfers of operations areoimed. The operations staff must not approve a
change of operator or allow the new operator to conduct operations withdutjtitecation

staff having accepted satisfactory bond coverage to assure the operations and the disturbance are
sufficiently guarateed by a bond. WhileO personnel (or others as designated in your state) are
responsible for approving and/or supervising operati®@sAdjudication (or other as designated

in your state) is responsible for all final actions on bonds, including regiesplacement

bonds, accepting bonds, terminating the period of liability, and making a demand and collection
against such bonds when default occurs.

Completion of Form 3809, Notification of Change of Operator and Assumption of Past

Liability, will help the BLM offices document and process the transfer more efficiently. Both

the operational and adjudicative personnel should have a copy. If it aopdahdjudication

received Form 3809, send a copy to the appropriate FO. AfterAbe evi ews t he tran
proposed operations and determines the esti ma
proposed operations, Form 3889%9nay be signed ihe Authorized Officer. The form is signed
approving the transfer pending acceptance of satisfactory bonding before the transfer is

complete. The signed Form 3889s then copied to the SO as part of the documentation needed

for adjudication of thetranf er ee s bond.

If the proposed transferee is not bonded, the transféliebe advised by the BLM that bond
coverage for the transferee will be required before the transfer will be approved.

Responsible Step Action Keywords
Official

Adjudication 1 For any operations which have commence BOND COVERAGE
Adjudication will reconcile BSS Report, REQUIRED PRIOR
SerialNumber/Bonds by Name, withthe ~ TO NEW
serialnumbers given on Form 38@when  DISTURBANCE OR
notified of a transfer of operations to anothe TRANSFER BEING
entity. The transfer may be recognized wit RECOGNIZED
new satisfactory bond in the name of the
transferee/new operator, a consent of sure
or a bond rider naming the transferee as a
co-principal, all else being regular.

All operations shown in BSS under a
statewide or nationwide bond need to be
accounted for under the existing bond.

BLM HANDBOOK Rel. 3356
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Responsible Step Action Keywords
Official

Obtain a report from other SOs (nationwide

bond) or the FOs (statewide bond) as to

whether bond coverage continues to be

required on th@perations prior to requiring

bond coverage from the transferee. (See

lllustration 36.)

Adjudication 2 Mergers and name changes may alsange CORPORATE
the name of the operator. Hewver, this MERGERS AND
change occurs by operation of law. Form NAME CHANGES
38095 is not required for a name change o
merger. See Section B of this Chapter for
recognizing mergers and name changes.

3 New Operator Bond

The newoperator (transfes may furnish NEW BOND FROM
bondcoverage for theperations. The TRANSFEREE
transferee isequired tgorovide a bondhat

will cover obligations mder the plan of

operations onotice to the samextent that

t he t r @ondvwoeld ave@ane.

If all existing obligatios are covered by a
new bondthe period of liabilly under the
prior bond may béerminated upon
acceptance of the bond from ttransferee
(proposed new operator). The prior bond
termination means #t the exact date has
been sebeyord whichno new cause of
action by theprevious operator may occur.

The 3809 bond forms contain the appropric ASSUMPTION
language (assumpticof outstanding RIDER NOT
liabilities), so that any and adibligations REQUIRED
under the existingotices omapproved plans,
includingapplicabldaws and reguladins, are

covered under the nelwond. An assuption

rider is not required tassume prior

liabilities.

4 Consent of Surety

The principal on the bond that is coveringt SURETY FOR

BLM HANDBOOK Rel. 3356
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Responsible
Official

Field Office
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VI-3
Step Action Keywords

transferor may furnish a consent of surety, BOND ON BEHALF
Form 38094, indicating the bond is posted OF TRANSFEREE
on behalf of the transferee (theoposed

operator). The bond principal and the

transferee, and the surety if a surety bond,

must execute the Form 38d9 Include an

extra signature page for the transferee.

5 Co-principal

Form38094a may be furnished by the bont TRANSFEREE AS
principal naming the transferee as a co A CO-PRINCIPAL
principalon the bond which would then

include liabilitiesfor operations conducted b

the transferee. All parties, even if the same

individual is signing for multiple entities,

must execute Form 3860%a.

6 Until satisfactory bonding is acceptedto = FULL FORCE AND
cover the proposed operator, the BLM FO EFFECT
must ensure that the proposed operator
conducts no activities on the mining
operationsand thathe existing operator, anc
existing surety, continue to be liable for any
andall surface reclamation on the operatior
including maintenance of the site for the
containment of fluids and other public healt
and safety issues. Until the period of liatili
under the bond is terminated, the bond
remains in full force and effect.

NOTE: Bond instruments are adjcated, accepted or rejecteshd a
decision issuedybthe SO. Operatorgannot begin surface disturbing
activitiesuntl a satisfactory bon@Form 38091 or Form 3802) is accepted
by theSOand subsequent plan approval ompission to disturb the surface
under noticdevel operation®r a plan of operatioris given to the operato
by the Field Manager, ather de¢gated official (see BLM WO and State
Manual Section 1203, Delegation of Authority).

Failure to file a satisfactory bond may be the basis foF(& take an actior
such as not approving a plan or accepting a notice, not allowing operatic
begin @ expand, or natecognizing a transfer of thoperations. Since a bon
is not effective until it is accepted by the United States, imposing a time |
for a bond to be submitted to tB&M is not appropriate.
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Responsible Step Action Keywords
Official

The FO may set a time limit for adtional bonding to be submitteédr an
amended operation; failure sobmit the required additionbbnding may
result in theFO finding the operator in noncompliance.

Adjudication 7 Upon satisfactory bonding being submitted
by or on behalf of the transferee,
Adjudication will accept the bond (see
Chapters Il or 1V, as applies) and terminat:
the period of | iabi
bond, if the transferor does not wang thond
to remain available fdiuture use.

If transferee has statewide or nationwide
bond,the liability for thetransferred
operations may battached to such a bond
(see lllustration #4).

If transferor has a statewide or nationwide
bond, Adjudicationmay redice the bond
liability for the transferred operains from

t he tr ans(feeChapte6X. b o

B. Merger and Name Change Recognitions

The BLM provides efficient customer service by allowing operators to file merger and name

change documentation anySOfor nationwide recognition. Only one SO needs to recognize a
name change or merger. The principalds or ob
of law. All offices will ensure thatlte BLM records, manual and automataieyaysreflectthe

correct name. A bond rider is not required for a name change or merger B8Siserequired

to be updated to reftethe name change or merger.

The office of record for the surviving entity
The BLM records, Case Recordation andBI$S will be updated consistent with existing data
standards within 10 working days of merger and/or name change rimogi@perations

affected by the merger and/or name change will be reviewed RO$eas needed, to ensure

adequacy of the bond amount for the estimated cost of reclamation.

Following a merger, the surviving entity may file a replacement bond or 88o®4 may be

filed for assumption of liabilities under the existing bond. BB&&must be updated and other

SGs advised of a replacement bond to ensure liabilities are covered. Do not terminate the
period of Iiability o&ameamilydeguatetbndingisilagioer ged e
the surviving entity.

All offices will advise customers to file merger or name change documentation with the BLM
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office that accepted the surviving bond. Merger/name change documents must include a
Certificateof Merger or Name Change and Secretary of State Certification. The customer
should provide a list of all affected notices and plans of operations.

Responsible

Official

Receiving

Adjudication

Adjudication

BLM HANDBOOK

Step Action Keywords

2

4

Receive documentation. Date stamp and
forward toAdjudication.

ReviewBSSto determine iiny bond is of SEND TO OFFICE
record for the merging entities or theor OF RECORD
named entity. If a bond exists in another st

for the surviving or prior named#ty, send

the documents to that officef there is no

prior bond, keep and process.

Within 10 working days of receipt, advise tt SEND MESSAGE
BLM Bond Surety Group, via email, of OF RECEIPT
receipt of merger /or name chang

documentation. Identify asreame change,

merger or both and include the following:

Merger:

Date Received:

Merger of into
Surviving Entity:
Processing Office:

Bond Type and NumberEkisting and/or

new
Amount: $ For each listed bond

Name Change:

Date Received:

Name Change from to
Surviving Entity:
Processing Office:

Bond Type and NumberEkisting and/or
new)

Amount: $ Eor each listed bond

The correcSOwill review the documents. CUSTOMER INFO
Pull Case Recordation Customer Info Inde; INDEX

for all administrative statesven if the

customer providea list of affected

operations. Filter the report for case types

Rel. 3356
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Responsible Step Action Keywords
Official

380910 an@80913; pending and authorizel

case disposition; and the names of all parti

affected by the merger/name change.

Adjudication 5 All of the existing bonds for the affected ASSUMPTION OF
merging entities remain in place until the RIDER NOT
surviving entity identifies the bond(s) it REQUIRED
wishes to maintain to cover the liabilities.

Form 38094 is not required because the

merger/name change is by operation of.la

However, if the surety files a rider, Form  TERMINATING
38094, and requests acceptance, adjudica THE BONDS
rider for acceptability and take appropriate  REPLACED
action to accept the rider. Note that an offi

cannot terminate the period of liability of a

bond maintained by anahoffice; the

office can only authorize the maintaining

office to terminate the period of liability of

any replaced bonds and adjust the automa

entities. The processir§0 can terminate the

period of liability of a bond maintained by it

office.

6 Recognize merger and/or name change by ISSUE NOTICE
notice See lllustrations-@ and 62.

7 Immediately update thBSSaccording to UPDATE BSS
lllustration 3. Ifappropriateacceptnew
bond or bond rider (see optional language
lllustrations 61 and 62).

8 Email a copy of the recognition notice SEND NOTICE TO
including signatory and date to BLM Bond BLM
Surety Group. Include a copy of the
Customer Information Index Report and a
PDF list of operations submitted by the
customer to the appropriate SOs. The
receiving SQwill notify the FOs of the
merger/name changadupdatel R2000
accordingly.

9 TheFQOs, or whichever offices maintain the UPDATE CASE
operational files, will document the RECORDATION
operational case files and update Case

BLM HANDBOOK Rel. 3356
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Responsible
Official

Adjudication

BLM HANDBOOK

Step Action

10

Recordation for the recognitiorotice.

Ensure thd-Os under the jurisdiction of the
SOprocessing the action are notified of the
merger/name change so they may begin to
review the bond adequacy, if appropriate.
bond adequacy review issaparate parallel
action. A merger/name change may trigge
review of estimated reclamation coatsd
bond adequacy, but processing the
merger/name change actiaill not be held
up towait for completion of the bond
adeqguacy review.

Keywords
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CHAPTER VII 1 Processing Requests for Increased Bond Coverage
A. General

Under 43 CFR 3809.552(b), when the authorized officer (AO) determines additional bond
coverage is require@O Adjudication must be advised to obligate the required incredhe to

bond. If the existing bond amount is insufficient, existing surety bonds can be increased by a
rider, or personal bonds can be increased by a rider along with the appropriate funds. Operators
cannot begin surface disturbing activities, includingarralproposed modification, prior to
satisfactory bonding having been accepted by the BLM. Failure to submit satisfactory bonding
may be the basis for the BLM to not approve a plan or accept a notice, not allow operations to
begin or expand, not recogniadransfer of the operations, or iate an enforcement action.

It is the responsibility of the AO, tHeO or other office as may be delegated in your state, to

review operations and the estimated reclamation costs and adjust the required bond amounts
when the degree of risk and magnitude of the potential liability to the Federal government and
taxpayers for the reclamation exceeds the existing bond amount held. Reclamation cost
estimates and financial guarantees for neleeel operations must be rewed at the time of

extension under 43 CFR 3809.333. Reclamation costs for plans of operations are reviewed every
3 years at a minimum, and every year if the operation is bonded incrementally. Also, some state
regulations require periodic reevaluatiorttud reclamation costs andrimbamounts held.

In addition, the AO will review to determine the need for increased bond coverage bs may
necessary if, for example:

1. The operator has modified the approved plan or notice, requiring an increase.
Whenreviewing the cost estimate because of a modification, the reclamation cost
estimate and financial guarantee review must be for the entire ioperait just

the modification

2. The operation is entering a new phase, or incremental surface disturbance
which results in additionalnreclaimed acreage; OR

3. Areview of the reclamation plan and cost estimate indicates an increase in
costs of reclamation, e.g., labor rates, reqgien increase in bond coverage.

B. Processing Requests for Increased Bordoverage

Responsible Step Action Keywords
Official
Field Office 1 Determine that the estimated reclamation cc

have increased thereby requiring an increas
the bonding pledged to guarantee the
reclamation.
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Responsible Step Action Keywords
Official
Field Office la Issue a decision (lllustratior1) to the ISSUE DECISION

operator with a copy to S®djudication
specifying the following:

(1) The conditions and reasons for increasin REASON
the required bond amount (e.g., from

plan/notice modification or periodic

operational review)

(2) The increased bond amount required

(3) That additional work may not begin until ADDITIONAL
the full required bond amount hisen OPERATIONS
accepted by the SO;

(4) That the AO must set a deadline inthe DEADLINE
decision for the increase to bked in the SO;
and

(5) That operations may be suspended untii SUSPENSION OF
the required bond amount has been accepte OPERATIONS

by the SO.

Receiving 2 Receive decision, date/time starapd

Official forward to Adjudication with bond or case fils
if applicable.

Adjudication 3 Review the decision for the increased bond REVIEW
amount toensure adequate written justificatic DECISION
has been provided. If not, request E@to
provide the additional justifation needed,
including any added detailed information or
factual documentation.

4 If the bond has a sufficient uncommitted or INSUFFICIENT
unobligated amount remaining for the BOND COVERAGE
required increase, go to Step 12 belowlf
the bondon file is insufficient, the operator
may provide an increase by one of the
following ways:

1 Increase a surety bond by a rider.

1 Increase a personal bond by rigkth an
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Official

BSS Entry

CRS Entry
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Step Action Keywords

4a

6

increase or additional, same type of
financial instrument.

Additional surety bond (see Chapter III).

1 Additional personal bond plus new
financial instrument (see Chapter IV).

1 New bond for the full bond amount
required (See Chapter VHIReplacement
of Bond or Financial Instrument).

Multiple bonds are allowed forsngle MULTIPLE BONDS
operation. However, iauch instances, each
bond contributesotthe operations as a whole
While the required bond amount miag
increased for modificationiacreasing the
disturbed area or fromepiodiccost reviews,
each anekvery bond provides coverage foe
entire operations. Do natcept a bond that is
conditioned to cover only a specificea,
activity, or time period of the operations. It i
recommended to cross reference multiple
bonds in BSS Enter DE 296(AC 113,
Additional Information Received; Action
Remarks, Addl Bond at ###Enter such
corresponding information for each addition:
bond.

Route for BSS Entry

Enter action into BSS. Enter Action Date: AUTOMATED
Date ofFO Decision Requiring Bond NOTATION
Adjustment; DE 296@&\C 477; requires

pending action 6020 (corporation), 6010

(individual), or if pending adjudication, code

of adjudicative office, etc.; see all pending

codes &DE 1424. Action Remarks: Amouni

of required increase

a statewide or nationwide bond, also enter tl

serial number for which the increase is

required.

Enter action into CRS. Enter Action Date:

Rel. 3356
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Responsible
Official

Adjudication
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Step Action Keywords

7

Date ofFO Decision Requiring Bond
Adjustment; DE 291@&\C 477; Action
Remarks: Amount of Increase; requires
pending entity.

If additional bond coverage has been formal FO MAY REQUEST
required by thé-O and sufficient time has SO TO SEND
passed without the increase being submittec FOLLOW -UP
the FO may requesfdjudication to issue a

follow-up decision, explaining the insufficien

amount of bonding held for the reclamation

cost estimate and bond amount required by

FO, to he operator and other bond parties
(third-partysurety/principal/surety, if surety

bond), and calling for compliance with the

FO0s increased bond

appropriate period of time or risk possible lo

of bond. The&=Owill determine the

appropriate period of time for compliance, 3C

to 60 days. (See lllustrationZ).

Decision must include: ISSUE DECISION

1 Justification fromFO for increasing the
bond and the bond amount required
(additionally encl
decision(s) requesting the bond increase

{ Statement that new/continuing operation
will not be allowed until the new bond
amount has been accepted by the SO, a
that existing operations may be suspend
by theFO if the operator is determined to
be in noncompliance, and that other
enforcement actions and penalties as
allowed by 43 CFR 3809 may be assess
by the FO.

After decision is signed, distribute to operatc
and/or principal/obligor, and/or surety with
copies to field and other operational offices ¢
appropriate. Route for BSS entry.
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Responsible Step Action Keywords
Official
BSS Entry 9 Enter action into BSS. Enter Action Date: AUTOMATED
Date of SO Decision; DE 2968C 718; NOTATION

Decision Issued; Action Remarks: Amount o
required increase and operations serial num
if this is a statewide or nationwide bond.

Adjudication 10 If the increased bond or additional bond to RECEIVE RIDER
coverthe required increasetisceived within  OR NEW BOND
thetime specified, review the bond, rider,
financial instrument, etc. as applicable, for
acceptance according to the procedures
provided in Chapters Ill, IV, and V of this
handbook.

Field Office 11 Increags to a financial guarantee per 43 CFl REQUIRED
3809.552(b): If bonding in the full increase BONDING NOT
required is still nosubmitted after the SO has SUBMITTED
informed the operator of the required bond
increase withirthe times allowed, report the
failure to the FO. Th&Owill i ssue an
enforcement order against tOperator
requiring the full bond amount. Failure to
correct noncompliance may lead to plan
revocationor notice nullification under 43
CFR 3809.602.

Adjudication 12 If the operatohas a bond with a sufficient ~ SUFFICIENT
uncommitted balance for the increase, send BOND BALANCE
decision to surety/obligor/operator obliipegf
the required reclamaticaimount to the bond
for the plan of operations/notice, and advisir
the surety/obligor of the remaining bond
balance available for future coverage. (See
lllustrations 73 and 74).

I n the event the ope
reclamation cost increase, the bond amount
obligated by the SO for the increase would
remain obligated unl
decision § requested and granted under the
State Director Review process or under an
appeal to IBLA.
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Responsible Step Action Keywords
Official
Adjudication 13 After the decision is ghed, distribute to the

operatorand other bond parties with copies t

theFO and othelSurface Management

Agencies (SMAs), as applicabl&orward

decision/case file for automated entry.
BSS Entry 14 Enter action int@SS Enter Action Date: AUTOMATED

Date of SO Decision Obligating the Increase NOTATION
under the Bond (Bond Adjustment Received
DE2960AC478; Action Re

and Amount.

If obligation is made to operations covered k
a statevide or nationwide bond, also enter the
new obligated bond a
remarkso for the ser
increased obligation &s applied

Adjudication 15 If a bond/rider in an amount lower than that INSUFFICIENT
required by the decision is received, coordin BOND RECEIVED
with the FO, and decide on one of the
following actiors:

(1) Prepare a decision to obligor or principal
and surety, returning bond and stating that r
new operations will be approved and existini
operations may be suspended until an
acceptable bond in the amount required is
received;or

(2) Accept the bond in themount stated
stipulating to the obligor or principal and
surety that the bonamount is insufficient
and additional bonding must be submitted
within no more than 30 days from the
receipt of thedecision This option may be
preferable if, for example, ¢hbond amount
submitted was less than p@rcentdeficient.
Route for BSS entry.

BSS Entry 16 If the bond is returned: Enter Action Date: AUTOMATED
Date Bond Returned Unacceptable; DE 296 NOTATION
AC 470; Action Remarks: Reason for ron
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Responsible Step Action Keywords
Official
aaceptance

If an additional bond is accepted in a
deficient amount Enter Action Date Date
bond filed; DE 2960 AC 468; Bond Filed, DE
2960 AC 469; Bond Accepted, and DE 296C
AC 477; Bond Adjustment Required, pendin
action required.

If a rider to the existing bond is accepted
and the required amount remains deficient
Enter Action Date: Date rider filed, DE 296C
AC 478; Purpose of rider, and DE 2960 AC
479; Rider Accepted, and DE 2960 AC 477,
Bond Adjustment Required, pending action
required.

A decision issued by a SO is a decision issued by bebalf of FORMAL REVIEW
the State Director. Therefore, a decision issued by a SO is nt OF DECISIONS
subject to the State Directmviewprovisions of 43 CFR 3809.

An office, for example, the SO, canrfotmally review its own

decisions Decisions issued by the distrmtfield office are

subject toand can be formally reviewed by the SQat80ffice

decisions are only appealaltelBLA.

Therefore, the review/appeal process is different andgpeals
statements will be different on a decision issued b ¥&sus a
decision issued bafield or district office under the regulations
43 CFR 3809.
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CHAPTER VIII T Replacement of Bond for Financial Instrument
A. Filing of Replacement Bonds KEYWORDS

1. A principal may request to replace an existing bond and.
the financial instrument securing a persdraid because
the principal:

a. Desires to move all its business to a different financt REPLACEMENT
institution or bank for business reasons such as lov BONDS
costs or better interest rates

b. No longer wishes to pay premiums to the surety or
obtain lower premiums witanother surety; or

c. Isforced to find another bond source due to bank ¢
surety qualification changes.

2. The BLM may request a replacement bond, after part of
bond is collected to restore the bond to the required amc

3. The BLM may also request replacement of a bond, SURETY
depending on the amount of outstanding liability, followit DECERTIFIED
the Department of Treasury removing a surety as certific OR BOND
for Federal bonds or the surety canceling a bond. CANCELLED

Replacement of bonds must be handiaekfully because of the danger o
unintentionally leaving some reclamation obligations with diminished
coverage or without any coverage. A new bond which is not specifica
conditioned to completely assume any outstantiatgity on the
operation(stovered by the existing bond may not cover aligations
that are covered hiye existing bond. The BLM will not terminatiee
period ofliability and, if a personal bond, release financial instrument,
until areplacement bond has been determined atilole and accepted

The language of the surety and personal reclamation bond forms usec OUTSTANDING
operations conducted under 43 CFR 3809 provide for the assumption LIABILITIES
past liabilities by th@ew bond principal or bond principal and surety

(Form BLM 3809-1 and BLM 38092). The use of these forms provides

assurance to the BLM that the new bond covers outstanding liabilities

incurred by or on behalf of the principal. Do not terminateprexd of

liability of the prior bond until the replacement bond is accepted, or un

all the outstanding liabilities have been properly and fully corrected.

The existence of unreclaimed land on a terminated plan or an expired UNRECLAIMED
notice indicates the operator has not fully complied with the terms of tt LANDS
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plan or notice. Therefore, the bond covering such operatioss remain
in full force and effectuntil adequately replaced or until the proper
closure and suatce reclamation have beaoconplished by either an
arrangement made by the surety or through the BLM contracting for tf
work. See Chapter Xll, addressing default and collection on bonds.

If, however, the period of liability of the prior bond has bpegmaturely BOND
terminated and outstanding liabilities remain under the bond, the\BLM LIABILITY
attempt to collect on that bond. If it is impossible to collect from the b« TERMINATED
principal, thesurety must payThe surety may be reluctant to pay if the PREMATURELY
period of liablity has beerterminated. However, the surety is still deemr SURETY

liable since the principal is liable for the damages it has caused in faili REMAINS
comply with the reclamation obligations. The surety will most likely fu RESPONSIBLE
its obligation under the bond raththan risk losing its certification with

the U.S. Department of the Treasury to underwrite bonds for the Fede

Government.

Upon default, the surety or principal under a personal buaikes a BOND AMOUNT
payment to the U.S. of an obligation (debt) incurred under mining or REDUCED DUE
exploration operations, and the face amount of the bond is redutieel by TO DEFAULT
amount of such required paymentfter default, the principal on the bonc

must either: (apost a new bond; (b) replenish the existing borithé¢o

original amount; or (c) increase the existing bond if the Bldtermines

that ongoing bonding is required in an amount larger thammount

remaining after the default payment.

The principal is allowed to file separate or additional bonds in lieu of e SEPARATE OR
posting a new bond or increasing the existing bdhthe principal uses  ADDITIONAL
this option and files an additional bond, the r@wgeparate bond may not BOND TO
berestricted for only part of a plan operations or notice or a period of REPLACE
operations. That is, angdividual bond posted covers all reclamation  DEFICIENT
obligations on th@lan or notice. Also, note that the BLM may not use . BOND
individual bond from one operatidar any obligation due or incurred

under other operations. In cases where the obligation and payment a

than the bond face amount, and a new bond is filed or the existing bol

replenished to the fully required amount, adequate bonding is iiofcd

and effect for future liabilities.

In those instances where the obligation in default is more than the fac DEPLETION OF
amount of the bond and the bond is depleted, collection efforts for the BOND
remaining obgation in default must continue. (See 43 CFR 3809.598

Default and Collection of Bonds, Chapter XII).

If the replacement bond is a personal bond backed by cash, letter of c REPLACEMENT

time deposit, or negotiable Treasury securities BLM can quickly PERSONAL
possess the funds to satisfy the remaining obligatidro not use such BOND
BLM HANDBOOK Rel. 3356
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funds wouldbe contrary to the interests of the United States anid cou
result in premature efforteward collecting under the Debt Collection A
(DCA) and initation of legalproceedings against the operations.

In the event that a surety bond (rather than a personal bond) is filed a REPLACEMENT
replacement bond to restore the bond to the required or increased am SURETY BOND
reclamation costs (and any interest penalties, assessments rtrade to

BLM or to another surface management agency) exceeded the amou

the priorbond, and the bonded party &dito pay the full amount owed,

the BLM demand for full payment is to be made against the replacem:t

surety bond before initiation of any legal proceedings.

Further collection efforts under the DCA or initiating legal proceedings
operations conductashder 43 CFR 3802/3809 are inappropriate when
funds under a bond are available to secure compliance with this plan
terms

B. Processing Replacement Bonds

Responsible Step Action Keywords
Official

Receiving 1 Receivebond. Date/time stamp. Forward t

Official Adjudication.

BSS Entry 2 Enter bond abstract in BSS. Enter Action AUTOMATED

Date: Date Bond Filed; DE 2960C 468; NOTATION
Action Remarks: Replacement for Bond Nc

Adjudication 3 Review bond taletermine its acceptability REPLACEMENT
following the steps in Chapter 11l or 1V, BOND REVIEW
depending on whether the replacement botr
is a surety bond or a personal bond. Issue
decision to accept the replacement bond ol
after the following actions are completed, a
approprate for type of bond.

4 Before acceptingreplacement bond and  COMPATIBILITY
terminatingthe period of liability for the OF BONDS
replaced bond, check that the two bonds ai
completely compatible, e.g., a replacement
bond without a rider extending coverage to
additional parties cannot replaabond that
had such a rider. Such a replacement bon
could be accepted, but the prior bonsl  p
of liability cannot be terminatashless all the
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Responsible Step Action Keywords
Official

necessary riders are filed or a determinatio

IS made that any liability covered under a

prior rider no longer exists

Adjudication 5 Terminatethe period of liability of the prior
bond effective the same date as acceptanc
the replacement bond or appropriate rider.
For a nationwide bond, as long as the
replacement bond satisfactorily covers all
outstanding liability, coordination with other
BLM SOs is not necessary.

6 Complete processing of the replacement bt COMBINED
following the steps in the preceding ACCEPTANCE
applicable chapters of this Handbook. The AND
termination of one bond (and return of the TERMINATION
financial instrument, if a personal bond) an' DECISION
acceptancefdhe replaceent bond can be
combined into a single decision.

A copy of the decision must be provided to
the following depending on the type of priol
bond:

a. To prior surety (home office and attorne
in-fact);

b. To prior bank, with return of LGr CD;

c. To accounts for refund of prior cash bon

7 As of 2002, the Federal Reserve Bank (FR REINVESTMENT
gave the National Operations Center
(NOC/OG621) the authority to reinvest
Treasury securities upon maturity. The
Treasury security will be automatically
reinvested by the NOC unless NOC is
contactedprior to thematurity of the
Treasury security by BLM SQefnail or
memo) that the Treasury security is no long
needed because of termination of the peric
of liability under the bond or that the bond
principal has pledged another form of
security for the bond.
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Responsible Step Action Keywords
Official
Adjudication 8 A personal bond is considered replaced wr REPLACEMENT
a new satisfactory pledge (financial
instrument), is accepted prior to the
expiration of the prior security. If only the
security for the personal bond is replaced
without a time lapse and in the same amou
as the original financial instrument, bond
covaage continues and a new bond form is
not required. However, if the principal is
providing an increase in the bond coverage
either a new bond, or a rider to the existing
bondthatreflects the increased bond
coverage, is required.

If the new financial guarantee is a surety NEW BOND
bond, Forn38091 is required. If the new

bond is a personal bond submitted to repla

a surety bond, Form 38@®is required with

the pledge.

If acceptable, acceéphe security as a REPLACED
replacemen(lllustration &1) and continue  FINANCIAL
using the same BSS bondmber. This INSTRUMENT

would apply to any personal bond wherdy
the financial instrument is being replaced b
another financial instrument (cash, CD, LC
or Treasury security). If the replaceme
financial instrument is different, change the
Abond typed in BSS,
type 5) to LC (bond type 3).

9 If the replacement bond is replacing a sure SURETY BOND
bond in its entirety, (43 CFR 3809.581(b)), REPLACED
thesurety ceases to beld responsible for
debts that accrued while the surbond was
in effect.

The termination of the period of liability doe
not relieve the principal of any obligation
arising out of the plan of operations,
applicable laws, or redations for any
liabilities that may have accrued prior to the
date the period of liability terminated.
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Responsible
Official

BSS Entry

CRS ENTRY

BLM HANDBOOK

Step Action Keywords

10

11

12

However, pursuant to 43 CFR 3809.581(b)
which became effective January 20, 2001,
surety is released from an obligation that
accrued while the saty bond was in effect
when a replacement financial guarantee
covers such obligat
satisfaction. Therefore, when issuing a
decision accepting the replacement bond,
may inform the surety that it is released fro
the past obligation.

NOTE-Obt ain obligor 06:¢
prior to releasing an existirggcurity, if it is
unclear as to whether timew security is to
replace arexisting security or to secure a ne
bond TheBLM may require the obligoto
furnish a signed statemg advsing if the
purpose othe new security is to replace or
continue the original bond.

If the review indicates no outstanding TERMINATE
liabilities bythe BLM, terminate the period PRIOR BOND
of liability of prior bond (Chapter XI).

For prior bond : Enter Action Date: Date of AUTOMATED
Decision Terminating Period of Liability of NOTATION
Bond; DE 296(AC 473; Action Remarks:

Effective date of termination of

of period of bond liability; General Remarks

Liabilities assumedypBLM Bond No.__ .

For replacement bond Enter Action Date:
Date Replacement Bond Accepted; DE 29¢
AC 469; Action Remarks: Bond replaces
BLM Bond No. ____ Effective Date

For prior bond : Enter Action Date: Date of
DecisionTerminating Period of Liability of
Bond; DE 291(AC 378; Action Remarks:
Effective date of termination of

of period of bond liability; General Remarks
Liabilities assumed by BLM Bond No. .

Rel. 3356
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Responsible Step Action Keywords
Official

For replacement bond Enter Action Date:
Date Rephcement Bond Accepted; DE 291!
AC 909; Action Remarks: Bond replaces
BLM Bond No._ .

BLM HANDBOOK Rel. 3356
07/01/2016



H-3809217 SURFACE MANAGEMENT BOND PROCESSG (Public)

IX-1
CHAPTER IX i Termination of Period of Liability in Part
A. General KEYWORDS
Statewide or nationwide surety bonds contain a provision ifiBbad SURETY
Condition® on the BLM bond Form 38D1 (see lllustration-2) that ELECTION TO

allows a surety to reduce part of its ligtlyiby notifying the BLM thaitis TERMINATE
terminating additional coverage under such bond with regaadymew  ADDITIONAL

operations or interests acquired by the principal 30 daysth&dLM LIABILITY ON
recei ves t he reduseliability. GTke suredyannot termihate STATE OR
liability, or cancébond cwerage, for operatior@n a plan or notice NATIONWIDE

covered by the bondthatx i st ed pr i @lection  tetmmae BONDS
future additional coverage.

It is important to note thatn individual bond, a bond for a single notice INDIVIDUAL
or plan of operations, isnot subject tothe termination ocancellation of BONDS NOT
additional liability. INCLUDED

Termination of additional liability of atatewide/nationwide bond doest
mean that use of the bond is atlbwed. What is important ishether the
bonded part§s interest irthe plan or notice was acquiredestablished
prior to the effective date of the election by theesyto limit bond
coverage. Bond coveragamains in full force and effe¢or authorized
surface disturbanceCancellation does not apply tedisturbane of areas
disturbed prioto the effective date of thtermination.

The bond coverage #ill applicable to plans or notices held operated
by the principaland to operations authorizedunderthe bond which were
filed prior to the election. In addtion, coverage continues to extend to
anyextension of a plan or notieghich was covered by the bond prior
the receipt (plus 30 days)f t he sur et y 0 s xpeatioac t
date of the term sébrth in the plan or notice.

A surety election to cancel the bond in part or to terminate additional EXPEDITIOUS
liability must be adjudicated expeditiously to avoid the possibilitgtoér HANDLING
officesauthorizing operations to which the staitge or nationwide bond

will not be applicable due to the election to terminate additional liabilit'

made by the surety.
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B. Processing Bonds Terminated in Part

Responsible
Official

Receiving
Official

Adjudication

BSS Entry

Adjudication

BSS Entry

BLM HANDBOOK

Step Action Keywords

1 Receive notice of election to terminate SURETY
liability in part from surety. Date/time stam ELECTION
and forward to Adjudication. RECEIVED

2 Review notice of election for specific ELECTION TO

languagevhereby surety elects to terminate TERMINATE
additional future coverage under the bond. ADDITIONAL
notice of the suretg cancellation indicates ¢ FUTURE
desire to terminate the period of liability of COVERAGE
the bond in full (see Chapter XI for guidanc

on terminating the period of lidhy).

Request reports frofO operations staffs,
and other surface management agencies a
applicable, regarding possible termination,
consistentvith Chapter XI. Unless clearly
not the election alloed by the conditions of
the bond (see I1X.A), issue a decision
acknowledging the election to terminate
additional future liability under the bond
effective 30 calendar days from date of
receipt of such request by the proper BLM
office (see lllustration 4).

Enter Action DateDateSurety Notice is AUTOMATED
received electing to termireadditional bond NOTATION
coverage in Part; DE 2968C 474; Action

Remarks: Enter effective date, (applicable

statewide and nationwide bonds oni30,

calendar daysafter receipt.

After decision is signed, disbute to surety
and principalRoute for BSS Entry

Enter one of the following: AUTOMATED
NOTATION

Enter Action Date: Date of decision

acknowledging termination of future liability

under bond in part; DE 2968C 475.

Rel. 3356
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Responsible
Official
CRS Entry

BSS Entry

CRS Entry

BLM HANDBOOK

Step Action

6b

6c

Enter Action Date: Date of decision
acknowledging termination of future liability
under bond in part; DE 2910 (No comparak
code, use AC 378); ActioRemarks:

Indicate effective date and that it is a partia
termination of the period of liability. Or,

Enter Action Date: Date Bond Termination
Request is Denied; DE 2960 476; Action
Remarks: Reason termination in part is
denied

Enter Action Date: Date Bond Termination
Request Is Denied; DE 29 463; Action
Remarks: Reason termination in part denit

Keywords

Rel. 3356
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CHAPTER X i Reduction of the Required Bond Amount

A. Reduction of the Reclamation Cost Estimate (RCE) and the Obligated Bond
Amount

Upon the written concurrence of tR® AO and other regulatory or surface management

agencies, as applicable, that the RCE and required bond amount is reduced upon completion

(see 3809.591 for part reclamation), inspection, and approval of reclamation and site

abandonment, the SO may reduceah®munt obligated under an individual, staitke or

nationwide bond. It is the responsibility of the AO to review and adjust the estimated cost of

recl amati on. The AO will review an operator o
that may be allwed in the required bond amount, if arfehe following has occurred:

1. The operator modifies the operations, resulting in less surface disturbance or
otherwise reducing the reclamation costs.

2. The operator has completed some or all of the reclamation.
3. Areview of the RCE indicates a decrease in the cost of reclamation.
4. The area of proposed or existing disturbance is patented.

It is the responsibility of the SO to maintain a bond and to reduce the amount obligated against a
bond. If theFO determineshe RCE is reduced, the SO may reduce the amount of bond
coverage obligated for the reclamati on. The
under a bond, may be reduced or the period of liability under the bond may be terminated
altogether. Termating the period of liability under a bond would be appropriate in the event
multiple bonds had been accepted for the reclamation costs. (See Chapter Xl for procedures to
terminate the peod of liability of a bond.)

A reduction of theequired bondamount by thé-O does not mean the penal sum of the bond is
reduced by the SO unless bond reduction is requested by the surety, the bond principal, or the
obligor. The completed reclamation returns the amount of bond that was determined as required
for the associated disturbance to the bond as an unobligated or uncommitted bond amount. A
reduction of the committed or obligated bond amount results in a portion of the bond becoming
available as a reserve for future activities.

If the BLM finds the obligaté bond amount may be reducéuk principal has two options:

1. Principal wants the unobligated bond amount for future use. The bond principal may
wish to maintain an unobligated reserve, as it will save time and money in securing
and submitting another bdror bond increase when reclamation costs exceed the
amount of bond available. For example, an exploration operator may wish to
maintain a bond in a certain amount so that bonding is available at all times for
numerous ongoing exploration projects andaiation costs can be efficiently
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obligated to the bond by a decision fréwdjudication whenever bonding is needed
for new projects or modifications to existing ones.

2. Principal wants penal sum reduced. The bond to be reduced may be either a surety or
a personal bond. The stated amount of a surety bond or a personal bond secured by a
Letter of Credit (LC) may be reduceat,part of a cash bond may be refunded; but, a
Certificate of Deposit (CD) or Treasury security would have to be replaced for a
lesser enount at maturity or renewal because these are fixed financial instruments.
Also, the BLM will not release the currently held CD or Treasury security without
first having a replacement so there is no interruption in bond coverage.

B. Processing eReduction in the Required Bond Amount

Responsible Step Action Keywords
Official
Receiving 1 Receive request to reduce bond liability fro RECEIVE

the surety, obligor, or principal. Date/time REQUEST
stamp andorward to adjudication.
Adjudication will then routdéor BSS entry

BSS Entry 2 Enter Action Date: Date Bond AUTOMATED
Reduction/TerminatioRequested: DE 296( NOTATION
AC 472 or 477 as needeflction Remarks:
Note partial/total and by principal/
operator/surety. Also note serial number(s
if a statevide/nationwide bond. Note that if
you use AC 477, a pending entity is require
Then, when the bond adjustment is made,
enter the action date and AC464, Bond
Adjustment Received.

Adjudication 3 Forward request to the appropriate FO(S).
the request affects more than ¢f@or state
send a copy of the reduction request to eac
affected office/state. RequdaD to report on
reduced RCE request.

NOTE: If the reduction request is received
by aFO, theFO will forward a copy of the
request to S@djudication as soon as
possible to enter the action into BSS and tc
coordinate action with other affected offices

BLM HANDBOOK Rel. 3356
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Responsible
Official
CRS Entry

Field Office

Adjudication

BLM HANDBOOK

X-3

Step Action Keywords

Enter Action Date: Date Bond
Reduction/TerminatioiRequested: DE 2910
AC 377; Action Remarks: Note phased
reduction or partial termination request.

Determinewhetherthe estimated reclamatio DETERMINE
costs for a plan or notice can be reduced t¢t REDUCTION
lower amount

If not already received, requdsDto report OBTAIN FO
(emailrecord is sufficient) to SO REPORT ON
Adjudication if the RCE and required bond REDUCED RCE &
amount for operations can be reduced to a BOND

lower amount, e.g., maximum of 60 percen REQUIREMENT
satisfactory reclamation hasdrecompleted

to date. Written concurrence from other

surface management agencies must be

obtained by the SO prior to bond reduction

such coordination is applicable. If not

provided by the FO, obtain any

documentation as may be necessary from

other suface management agency or office

prior to processing reduction of the requiret

bond (See lllustration 10). The reduction

of bond liability should be completed within

90 days from receipt of the request.

NOTE: If authorization to reduce the
amount ofthe bond obligation is received
from BLM operationd?O before a request
from a party to the bond, contact the bond
principal/obligor to verify its intentions as tc
disposition of the unobligated portion of the
bondprior to authorizing a refund or
reduction of the bond penal sum.

NOTE: If an objection to the reductionis OBJECTION TO
receivedirom a BLM FO or another affected BOND

office, issue decision to the operator that ut REDUCTION
concurrence can be obtained, the obligatec

bond amount cannot veduced. See

lllustration 1062.

A satisfactory bond rider reducing the pena RIDER REQUIRED

Rel. 3356
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Responsible
Official

Adjudication

BSS Entry

BLM HANDBOOK

Step Action

6

7

sum of the bond must be executed and
submitted to the SO. See Chapter Viu$t
handbook for adjudication of the bond rider

If the FO and other parties consent to
reduction otthe RCE and required bond
amount, and a satisfactory rider reflecting t
reduced amount has been received from tr
bond principal, prepare a decision to the
principal and surety, or to the principal and
financial institution.

State in the decision that the remainder of 1
bond will be retained pending completion o
theremaining reclamation on the plan or
notice. Sedllustration 103.

If financial guarantee is an LC, the decisior
mayal so provide t he
consent anduthorization to reduce the LC.
A bank will notadjust the amount of an LC
except upon reguet. app

Ifthebondima Acasho bond,
refund ofthe reduced amount by decision
after first receiving a satisfactory rider
reflecting the reduced bond amount.

The amount of a single CD cannot be
reduced; however, thereis more than one
CD securing the bond, anattalternative is
possible. For example, if a personal bond |
the amount of $10,000 has been secured k
four CDs eaclin the amount of $2,500, and
the required bond amount is reduced by
$3,000, one of the CDs may be returned if
remitter/bond princigavants the unobligatec
portionof the bond reduced and a return of
the money.

Route for automated entry.

Enter into the Bond and Surety System

X-4

Keywords

PREPARE
DECISION
REDUCING BOND
LIABILITY

AUTOMATED
NOTATION
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Responsible
Official

Field Office

BLM HANDBOOK

X-5

Step Action Keywords

7a

7b

(o]

8a

8b

Enter Action Date: Date BLM notifies
operator thabond needs to be
increased/decreased; DE 2980 477, Bond
Adjustment Required; Action Remarks:
AfDecreased too adju
pending action required.

If the amount of the bond submitted is
reduced, change bond amount on bond
abgract screen.

The regulations at 43 CFR 3809.590 requir FINAL FINANCIAL
thatpri or to Afi nal f i GUARANTEE

r el e a spklrof aperatians, a notice of RELEASE

such will be eitheposted in the local BLM

office orpublished in a local newspaper of

general circulation and BLMiill accept

comments for 30 days.

Post or publish a notice proposing the

final release of the financial guarantee.
lllustration 104 is a sample notice faohis
purpose.

At the end of the 3@ay period if no
comments were received, or upon resolutic
of any comments received, send a letter to
operator with a copy to the S&djudication
which recommends the final release of the
financial guarantee. See lllustration-3.0
Adjudication carthen continue processing
the release of the financial guarantee.

NOTE: Adjudication will also terminate the
period of liability of the bond, if the principa
so desires (see Chapter Xl for guidance on
terminating the period of liability of a bond)
Adjudication will still need to obtain reports
from all offices as described above prior to
releasing the financial guarantee and/or
terminating the bond period of liability.
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Chapter XI i Termination of the Period of Liability of a Bond

A. General
KEYWORD S
When the BLM terminates the period of liability un@ebond, the action
sets a datafter which no new liabilities magccrue under theond. The
termination of theeriod of liability does not release liabilities incurred
prior to the termination date.

The procedures for termination of the period of liabiill be the same TERMINATION
where BLM holds the bond regardlessagfether the surface ownershif OF BOND

is the BLM, another SMA, or private. It is advisablecases of private PERIOD OF
surface tacontact the surface owner to determivigat arrangements or LIABILITY
agreementsere made by the operator with the owaed any objection:

or problemghe surface owner may have.

The operator must satisfy the Federal reclamagguairements as
well asthe terms and conditions of the approveshpbf operations
or the noticdiled with BLM, regardless of any arrangents made
by the operator witthe surface ownee.g., payment for suate
damages. In the case oflispute between the private landowner
and theoperator, the BLM will require thsurface to be
reclaimed/restored in accordance with the Bapproved plan of
operations or as specified in the 3809 notice filed with the BLM.

B. Processing Request for Terminatiorof the Period of Liability

Responsible Step Action Keywords
Official

Receiving 1 Receive notice of cancellation from surety « TERMINATION
Official letterrequesting BLM to terminate the peric REQUEST

of liability under the bond from the surety, RECEIVED
operator/principal, or third party surety.
Date/time stamp and forward Aaljudication.

BSS Entry 2 Enter Action Date: Date Bond Termination AUTOMATED
Requested; DE 2960 AC 472; Action NOTATION
Remar ks: Emter ATO

Adjudication 3 When a surety requests termination ofa  REQUEST
nationwide bond, within 5 days, requesta TERMINATION
report through the BLM Bond Surety group REPORT FROM
from all BLM SGCs as to whether the bond BLM STATE
may be terminated (see lllustrationIl If OFFICES
a reasonable period of time (10 working
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Responsible
Official

Adjudication

BLM HANDBOOK

Step Action Keywords

4

days)has passed with no answer from the
affected office(s), a second, and third if
necessary, contact is to be made with thos
offices.

As a recipient of a request for report of OBTAIN LIST OF
termination, obtain a BS printout showing ALL OPERATIONS
all plans and notices your state covered by COVERED BY THE
the bond. Furnish this list to the appropriat BOND

FO staffs in your state with a request for the

FOto review the reclamation coststbke

plans/notices covered by the bond.

The reply to theequesting office needs to
indicate theefforts to determine the
continuing need for bond coverage or to
prepare for the 3day comment period (see
next step) or other delays in response.

Unless you are accept a replacement bonc
do notterminate the period of lialitly of a
bond until receivinghotice from all affected
BLM offices and surface managiagencies
that surface disturbance no longer exists.

For anindividual/statewide/nationwide bonc
in your staterequest a report from the FO(s
as to whether the bonday be terminated.
Request and response may be ntade
electronic mail or fax (see lllustration-2).
Also obtainconcurrence with or objection to
termination from othesurface management
agencies as required by memoranda of
understanding or other cooperative
agreements.

If notification is received that funds from the
bond areaequired, proceed to make a dema
against the bontb collectthe monies as
needed.

Prepare a standard notice to principal and NOTICE OF
suretyadvising them of the status of the bor TERMINATION
terminationrequest when the termination ~ STATUS

Rel. 3356
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Responsible
Official

Adjudication

BSS Entry

BLM HANDBOOK

XI-3

Step Action Keywords

8

9a

9b

10

11

11la

11b

reports are requirefiom several offices and
may take considerable tinte complete, e.g.,
for statewide/nationwide bond¢See
lllustration 113).

If the surety has requested termination of tt SURETY
bond without notifying the principal, use of REQUEST FOR

the standaraotice (lllustration 143) will BOND
effectivelynotifythep r i nci pal « TERMINATOIN
request and additionabtification of the WITHOUT

principal is not necessary. If tpeincipal KNOWLEDGE OF
objects to the termination of the period of PRINCIPAL
liability, advise the principal that the BLM

will discontinueprocessing the termitian

request until the principand surety have

resolved the matter.

Upon receipt of all reports:

If all reports consent to the liability TERMINATE
termination, terminate periaaf liability of BOND LIABILITY
bond by decision (see lllustration-2)L.

If an objection to bond termination is TERMINATION
received, prepare a decision specifying the NOT APPROVED
reason the period of liability cannot be

terminated (see lllustration 43).

After the decision is signed, distribute to
principal andsurety. Route for BSS Entry.

Enter into BSS AUTOMATED
NOTATION

Enter Action Date: Date of Decision

terminating theperiod of liability; DE 2960

AC 473; Action Remarks: Effective date of

termination of period abond liability; or

Enter Action Date: Date of decision that
deniedtermination of the bond; DE 2960C
476; Action Remarks: Effective date of
denial; GenerbRemarks: Reason for denia

Rel. 3356
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Responsible
Official
Adjudication

BLM HANDBOOK

XI-4

Step Action Keywords

12

13

14

If, after the decision has been issued BOND CANNOT BE
terminating the periodf liability of a bond, RETURNED
the surety or principal requests the bond

(Form 38091 or Form 3802) be returned,

respond that once a document is received |

the BLM, it is a matter of BLM record and &

permanent part of the case file. (Converse

t h e odfihanapbpledge [i.e., the

financial instrument: cash, CD or LC] for th:

bond [i.e. the financial guarantee] is

returned.) Records are retained by the BLI

in accordance with the retention schedules

and cannot be returned or otherwise FINAL PLEDGE
destroyed.Theoh i gor 6 s f i naRELEASED
instruments pledged as security for a bond

I.e., the collateral for a bond, are returned t

the person who posted it thus terminating t

Secr et aroyabtaneypfar voatml of

the depositords mon

If the bond principal or surgpersists with a NO

request for an unconditional release of the UNCONDITIONAL
bond liability AFTER the BLM has RELEASE OF THE
terminated the period of bond liability, BOND LIABILITY
respond with a decision denying the reques

As of January 20, 2001, the regulations at - SURETY MAY BE
CFR 3809.581(bprovide that asurety (nota RELEASED ONLY
principal or an obligor) may be released fro WHEN THE BOND
an obligation that accrued while the surety 1S REPLACED
bond was in effect whenraplacement bond

covers those obligatiorsatisfactorily.

Neither the surety nor the bond principal is

released from an obligatiamhen the bond is

terminated. Termination only sets a specifi

date after which no new liabilities may accr

under the bond.

If, after the decision has been issued RESTATEMENT
terminating the periodf liability of the bond, BOND LIABILITY
the surety/principal notifies the BLM the TERMINATED IN
period of liability was terminated in error an ERROR

principal wantghe bond to remain acceptec

for future use (may occur whéine bond has

Rel. 3356
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Responsible Step Action Keywords
Official

no obligations against itAdjudication will
reindate the bond by decision after
confirmation from the surety that the bond i
still in full force and effect.

BLM HANDBOOK Rel. 3356
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CHAPTER XIlI i Forfeiture and Collection on Bonds

A. Forfeiture & Collection Proceduresi General

If enforcement actions do not result in compliance and ultimegelgmationthe surety on a

bond, or the obligor on a personal boisdhbligated tanake payment to the United States of any
indebtedness due under the plan of operations or notice. However, all available measures
designed to obtain compliance must &leen prior to collection on a bond. If a bond held by the
BLM also covers National Forest System lands R@anust initiate contact with the appropriate
Forest Service office and request identification of any defaults on the plan of operations or notice
performance.

BLM will initiate the forfeiture of the financial guarantparsuant tat3 CFR3809.595:

1. The BLM AO at the=O decides to require forfeiture of all or part of a personal or surety
bond. Normally this would occur after the BLM has exhausted its enforcement options
and determined that the operator is unwilling or unable to meet the terms and conditions
of the noticeor approved plan pursuant to 43 CFR 3809.595.

2. TheFOsends the operator and/or mining claimant by certified mail, return receipt
requested, a default notice in the form of a decision, (s88(d91 Appendix A,
Template 6.5, Forfeiture of Financial Guantee). Courtesy copies are sent to the
surety company and the state agency hol din
decision to forfeit the financial guarantee. If BLM holds the bondSthevill be copied
on the notification. The notification wil
decision to require the forfeiture of all or part of the financial guarantee; (2) reasons for
the forfeiture; (3) the amount of forfeiture; and (4) hitn operator may avoid forfeiture.
Notification will be done in the form of a Decision so appeal language will be included.

3. If no action results from #2, tHeO prepares a default report to the SO describing the
failure of the operator, and the siydf a surety bond, to perform the required work and
the estimated costs. A default report contains the default raote! previous
correspondence sent to and received from all parties concerning the demand for work,
reclamation, or compliance withe terms and conditions of the plan of operations or
notice.

4. SO Adjudication will send Becision to the surety, if surety bond, or the principal, if a
personal bond, demanding payment under the bond fepedarmance by the operator
or surety, depading on the type of bond. If a personal bond, the BLM also demands
payment of a CD, LC, Treasury security, etc. from the financial institution or
appropriates the funds of a personal bond secured by €ashDecision will require that
one of the folloving actions take place:

a. The operatoshall commencéhe specified work within 30 days (or other reasonable
period of time, based on seasonal factors involved) and continue the work diligently
to completion.

BLM HANDBOOK Rel. 3356
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b. The surety directly enters into a contract,jeabto BLM approval, such that the
specified work will commence within 30 days (or such otkasonable period of
time) and continue diligently on an approved compliance schedule to completion,
with the contractor directly billing the surety for the woldne.

c. The surety authorizes in writing within 8@ys for the BLM to act as the surésy
agent to contract and oversee the performance of the specifiegwitbrkhe
contractor directly billing the surety for payment. In this case, the surety must pay
the United States (BLM) an additional percent of the payment amount to compensate
the United States for administrative costs for the contract (seek current Washington
Office guidance), or the current amount as specified in BLM Handbebk19 3
Contractingfor Construction with the total costs incurred not to exceed the bond
face amount (see lllustration-22. The administrative fee is assessed at a percent of
the actual cost of the required reclamation. This fee is charged only when the BLM is
forced b contract to have the wodompleted

d. Submit the penal sum of the bond.

Note that the first two options are the BBvpreferred approaches. The third option should
only be used as a last alternative since it places a greater administrative burderarttie
SO.

5. Indicate specifically in the certified Decision sent to the operatomalat, and/or surety
that if nane of the above occurs within the time specified, the BLM will take action to
attach (initiate forfeiture of) the bond for the specified amount (in accordance with
instructions in Chapter XII.C), which will represent the cost to the United States of
performing the work.

6. The work performance costs are to be based on a statement of work developdéey the
operations staff and preferably three or more estimates by contractors with expertise for
the type of work required. The payment to the contractordguety must be limited to
the face amount (penal sum) of the bond. When the costs exceed the amount of the bond,
the principal must make full payment of that amount which is in excess of the face
amount of the bond. This amount in excess does not tigesti demand on the bond; it
leaves the total bond amount, if any, available.

7. If enforcement progresses to collecting the bond, and all attempts to collect under the
bond fail, or if the financial guarantee does not colrercosts for complete reclanati
upon complete reclamation of the site, the B initiate a debt collection action to
recoup the costs in excess of the financial guarantee that the BLM incurred in order to
close the case. See BLM Handbook 3808ectionl 3. 6. 2 fiDebarmo@o !l | ect i
information.

8. If payment is not made by the surety, SO Adjudication initiates action against the surety
via the US Department of the Treasury with

BLM HANDBOOK Rel. 3356
07/01/2016



H-3809217 SURFACE MANAGEMENT BOND PROCESSG (Public)
XII-3

NOTE: Performance is always an available option tmfierator/surety and is usually
preferable to the BLM. The surety may not seriously contemplate performance until the
BLM advises the surety of this step. Much negotiation may occur between steps 4 and 6.
To facilitate these negotiations, consider cotitgy the Regional Solicitor and/or the

Office of Collaborative and Alternative Dispute Resolution. BEMDR contact can be
found at this website: http://www.doi.gov/pmb/cadr/index.cfm

9. Upon the BLM receiving the funds under a surety bond, the surety is released from
further liability, and a reclamation contract may be initiated. The operator remains
responsible for actual costs of reclamation above bond amount. If the operator sontinue
to operate, the operator must provide a restored or new bond in a minimum amount as
specified by the FO.

B. Statute of Limitations

Pursuant to 28 U.S.C. 2415, g/€ar statute of limitations is established for every action for
money damages brought the United States, founded upon any contract, such as a bond. This
6-year period commences when the right of action occurs (see Chapter XlllI, Statute of
Limitations). Reclamation must begin within a reasonable time after a notice expires, operations
cea®, or reclamation ordered by the BLMccordingly, the right of action that triggers the 6

year period will begin after a reasonable time has expired. Due to the difficulty in defining a
reasonable time, all problems related to expired, suspendedgeowisih ceased operations must

be identified and solved as quickly as possible.

All operations must be inspected B personnel as soon as possible after the operations expire;
a suspension order is issued; or the operations cease. The operatoinzantt,alappropriate,
must be promptly notified of any deficiencies.

All proposed work must be approved by #@ AO and all work done must be inspected by the
FO. The BLM must take action within 6 years of the right of closure. When assessments for
noncompliance or civil penalties are made and forwarded to SO Accounts for processing under
the Debt Collection Act, SO Accounts must coordinate with SO Adjudication to ensure that all
available bond monies have been demanded in accordance with the preaethisshandbook

prior to processing for debt collection under the Debt Collection Act (see Department of the
Interior Manual 344).

C. Specific Procedures for Collection of Surety Bond

Responsible Step Action Keywords
Official

If neither the operator nor the surety SURETY BOND
perform as required by tltefault COLLECTION
noticewithin the time specified and th

operator/surety does not respond afte

further efforts to obtain compliance, tt
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Responsible
Official

Field Office

Receiving
Official

BSS Entry

LR2000

Adjudication

Adjudication

BLM HANDBOOK

Step

Action Keywords

following actions are taken to
attach/collect/forfeit the bal:

FO staff must prepare default report tt PREPARE
SOAdjudication describing the failure DEFAULT
of the operator or surety perform REPORT
specific actions required. Include

copies of alprevious correspondence

sent to and received from these entiti
Recommend that action be taken by
Adjudication to attach the bond in a

specific amount, not to exceed the fac

amount of the bond.

Receivedefault report from the FO.
Date/time stamp anfdrward to
BSS/Adjudication.

Enter Action Date: Date Default AUTOMATED
Determined; DE 2968.C 483; Acton NOTATION
Remarks: Enter amount atge of

default; pending action required.

Identify all operations of the operator

In the case of a demand on a statew
or nationwide bond, notify all
appropriate offices (FOs for a
statewide bond bgmailand SOs for a
nationwide bond byhe BLM Bond
Surety Grougo request a report of
any liabilities that might exist for the
principal (see lllustration 13).

Check with other SMAs, as
appropriate, for responsibilitiesxder
their jurisdiction which may be covere
by the bond. For example, a county
agency may have accepted the bond
held bythe BLM in lieu of requiring
the operator to post a separate bond
the same purpose. If such exists, not
the county agency of the default.

Rel. 3356
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Responsible
Official

BLM HANDBOOK

Step

Action

When all responses from the
appropriate FOs/SOs have been
received, prepare a decision to the
principal and surety requiring forfeitur
and demanding payment under the
bondfor default (see lllustration 12).
The decision is to include:

l

Nature of default with reference to
the notice of noncompliance;

Documentation that all attempts
have been made under formal
procedures to require the default t
corrected.

The amount to be forfeited under
the bond, not to exceed the face
value ofthe bond, with justification
to support the amount to be
collected.

Specific period of time allowed (nc
to exceed 60 days), for surety to
make payment requested.

How to avoid forfeiture43 CFR
3809.596(d)).

Statement that failure to make
payment mayesult inthe BLM
recommendation to the Departme!
of the Treasury to remove surety
from list of certified, acceptable
sureties and/or initiation of judicial
proceedings to enjoin the operatol
from further actions and to obtain
monetary damages for the oators
actions.

Statement that there are criminal
penalties for failure to comply with
43 CFR3809, as stated in 43 CFR

Keywords

DEMAND
PAYMENT
DECISION

Rel. 3356
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Responsible Step
Official

Adjudication 8

BSS Entry 9
9a
9

Adjudication 10
10a

Adjudication 10b

BLM HANDBOOK

Action Keywords
3809.700.

After the decision is signed, send by
certified mail or courier service to
surety, principal, and state agency, w
a copy to operator and claimant if
different than principal. Suspend case
file for follow up action. Route for
BSS Entry.

Enter action intdSS AUTOMATED
NOTATION

Enter Action Date: Date of

Notification of Default Correction

Request; DE 2968C 484; pending

action requiredand

Enter Action Date: Future Action
Suspense When Payment from Suret
Due; DE 2960AC 247.

If surety/operator doesot comply with  PAYMENT NOT

the decisiorand does not appeal: MADE

If surety fails or refuses to forfeit the REQUEST

bond, prepare a letter and attacha TREASURY TO

resume of actiontaken, as described i DECERTIFY
the regulations at 3CFR 223, tadhe SURETY
Department of the TreasuryFMS,

Surety Bond Branch, 3700 East West

Highway, Room 6F01, Hyattsville, ML

20782, advising that surety has failed

render payment under bond and requ

Treasury to take action ttecertify the

surety (see lllustration2t5); and

Prepare memorandum to appropriate REFER

Solicitor for necessary judicial action DEFAULT CASE
under43 CFR3809.596(d)(1) TO SOLICITOR

providing copies of the letter to
Treasury, decision to surety and
principal and theesume of actions anc
any other required actiorg43 CFR
3809.604 and background (see

Rel. 3356
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Responsible Step
Official

10c

SO Accounts 11

FO Operations/ 11a
Compliance
Specialist

Field Office 11b
BLM HANDBOOK

Action Keywords
illustration 126); and

Prepare decision to principaland ~ SEND SURETY
surety advising that judicial action is AND PRINCIPAL
being initiated due taonpayment,  DECISION OF
l.e., default under the bond (see ACTIONS
lllustration 127).

If the total forfeited amouris
collected from the surety:

Deposit monies to subactivigd20 PAYMENT
(repair of damaged lands). The MADE BY
reclamation contract may be SURETY
administered under an agreement wi

an outside agency. $b, follow the

procedures in the agreement. If ther

IS no separate agreement, follow the

BLM guidance as follows

Develop a scope of work, estimate
the costs of reclamation accordingly
and prepare a requisition for the
SOFO contracting personnel to
obtain bids from contractors with
expertise for the type of work
required. Send a copy of the
requisition to the S@djudication to
be filed in the bond case file.

Contracts exceeding a certain amot
may have tde handled byhe SO
Procurement/Contracts or by the
National Operations Center (Denvel
Not all FOs have contracting officer:
and some states have delegated
different contracting levels to the
FOs, so close coordination betweer
the contracting personnel of tR©
ard the SO is essential. Review yol
statebs Delegati
the correct position of responsibility.

The successful contractor as

Rel. 3356
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Responsible
Official

Adjudication

Adjudication

BLM HANDBOOK

Step

11c

12

13

Action Keywords

determined by theontracting officer
may now be awarded the contract a
begin the reclamation work. When
the work is completed, the contractc
is required to submit an invoice for
payment to the BLMFO Solid
Minerals OperationsFO will inspect
the work and, if approveavill then
authorize payment from the bond
proceeds. If actual costs incurred a
less than the estimated costs, 8@
will refund thedifferencein
accordance with 43 CFR 3809.599.

When the forfeited amount is collected DEFAULT
from the surety, théace amount of the REMEDIED
bond is reduced by tremount collected.

When collection occurs, issue a decision RESTORE
acknowledging receipt of forfeited amoun BOND TO
and require the principal to restore the fac FULL
amount of the bond back tbe minimum ~ AMOUNT
amount required or such increased amou

as may be specified by ti® in

accordance with 43 CFR 3809 or 3802.

Alternatively, the principal may be
requested to furnish new bond coverage
(see lllustration 1:B). Failure to furnish
new bondcoverage subjects gllans and
notices covered by the bond to suspensic
of operations or other enforcement action

XII-8

If the payment is made by the surety from NOTIFY OTHER

statewide or nationwide bond that may be OFFICES
applicable to obligations on plans or notic PAYMENT
under the jurisdiction of another SO, the MADE
appropriate SOs must be promptly notifie

by copyof the decision that payment has

been made by the suraipder the bond.

Such notificatiorwill also besent through

the BLM Bond Surety Group email.

Rel. 3356
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Responsible
Official

BSS Entry

BLM HANDBOOK

Step

14

15

Action Keywords

If it is determined that bond coverage
no longer required, the period of
liability may be terminated.

Otherwise, the amount of the bond
must be restored, or additional
satisfactory bonding must be submitte
to cover the remaining estimated
reclamation costs.

If the surety has met its contractual
obligation under the bond by
surrendering the penal surhtbe bond,
iIssue a decision to the surety releasir
the surety from further obligation unds
the bond (see lllustration 19).

If payment is made in full by the surety, AUTOMATED
enter into the BSS: DECISION

Enter Action Date: Date default is
corrected; DE 296A.C 485; Action
Remarks: Indicate PARTIAL if only partia
payment of default is made.

Enter Action Date: Date default payment
received from surety; DE 2968C 486,
Action Remarks: Amount of payment
received.

Enter Action Date: Date of notification the
bond adjustment is required; DE 296
477; Action Remarks; Enter amount and
that bond must be increased to full amoul
required. (Amount required may have be
increased byOin recalculatinghe
reclamation costs.)

Enter Action Date: Future action suspen:
date when restoration of bond to required
amount is due; DE 2968C 247; Action
Remarks: Restoration of bond to full
amount required.

Rel. 3356
07/01/2016

XII-9



H-3809217 SURFACE MANAGEMENT BOND PROCESSG (Public)

X11-10
Responsible Step Action Keywords
Official
Adjudication 16 If the bondis satisfactorily restored to BOND

the face amount, prepare a decision RESTORATION
accepting the bond restoration.

BSS Entry 17 Enter Action Date: Date bond AUTOMATED
adjustment is received; DE 298C NOTATION
464; Action Remarks: Effective date
(MM/DD/YYYY).

Adjudication 18 If payment by the surety is less than t FULL
penal sum of the bond, determine the PAYMENT NOT
reason for such, coordinate with the MADE
FO(s), and take one of the following
actions:

18a(1) Partial paymentnay be for justified PARTIAL
reason by the surety. For example, PAYMENT
under a stateide or nationwide bond, REMITTED BY
the surety may choose to pay the bor SURETY
onsome operations while continuing t
choose to perform the required
reclamation on other operations. If thi
occurs issue subsequent decision
stating payment(s) received or
reclamation arrangements agreed to |
theBLM, adjusting the demand for
performanceor payment as required.
surety pays for some of the operation
under a stateide or nationwide bond,
issue a decision stating what bond
obligations have been paid and those
that remain outstanding. Again recite
actiors that will take place if bond
payment is not made immediately on
the remaining operations (see
lllustration 1210).

18a(2) Prepare a decision to the responsible DEBT DUE
party (operator/claimant) advising tha EXCEEDS BOND
action is being initiated teuspend all PAYMENT BY
affected operations when payment by SURETY
surety is less than total obligation anc
surety/principal refuses to pay the
remaining obligation, provide a new

BLM HANDBOOK Rel. 3356
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Responsible Step Action Keywords
Official
bond, or to restore the bond amount.

18b Prepare anemorandum to appropriate REFER
Solicitor advisingof action to suspend DEFAULT CASE
operations to be initiated due to defat TO SOLICITOR
and failure to make bond payments
required (see 3809.601 and38091).

18c  Notify the appropriate FOs and SOs
that all appropriate bond monies have
been collected but are insufficigiot
cover theotal reclamation costs.

19  To deposit partial payment received,
seeChapterXIl.C.11.

BSS Entry 20 Enter in BSS. AUTOMATED
NOTATION
20a  Enter Action Date: Date case is sent |
Solicitor for enforcement; DE 2968C
960; Case sent to; Action Remarks:
SOL,; Pending action optional. Gener
Remarks: Pending legal action due tc
nonpayment on default.

20b  EnterAction Date: Date litigation is
filed; DE 2960AC 736; Action
Remarks: Nonpayment on default.

D. Procedures for Collection on Personal Bond Based on BLM/SMA or Surface
Owner Request

If the operator fails to perform as required by the notice of nonconagli@ithin the time
specified, the following actions are taken to attach a personal bond:

Field Office 1 FO solid minerals personnel must PREPARE
prepare default report to SO DEFAULT
Adjudication describing the failure of REPORT
the operator to perform the specific
work required. Include copies of all
previous correspondence sent to and
received from these entities.
Recommend that action be taken by ¢
Adjudication to appropriate the

BLM HANDBOOK Rel. 3356
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Responsible Step

Official

Receiving Official

BSS Entry

LR2000

Adjudication

Adjudication

BLM HANDBOOK

N

7a

Action Keywords

obligorés personal bond. Include a
copy of theFO requisition for
contracted work.

Receive default report. Date/time
stamp and forward to BSS or
Adjudication.

Enter Action Date: Date default AUTOMATED
determined; DE2960AC 483; Action NOTATION
Remarks: Specifgmount of default

and type of default.

Identify all interests of the operator.

In the case of a demand on a statewi
or nationwide bond, notify all
appropriate offices (FOs for a statewi
bond and all SOs for a nationwide
bond) bythe BLM Bond Surety Group,
as appropriate, to request a review ar
report any liabilities that mightxest for
the principal (see lllustration 132).

Check with other SMAs, as
appropriate, for responsibilitiesxder
their jurisdiction which may be covere
by the bond. For example, a county
agency may have accepted the bond
held by the BLM inlieu of requiring
the operator to post a separate bond
the same purpose. If such exists, not
the county agency of the default.

When all responses from the DEMAND
appropriatdFO9S0Os have been PAYMENT
receivedprepare decision to obligor DECISION
advising of the appropriation of the

personal bond due to forfeiture (see

lllustration 124). The decision is to

includethe following:

Nature of default; reference notice of

Rel. 3356
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Responsible
Official

Field Office

BLM HANDBOOK

Step

7b

7C

Action
noncompliance.

Documentation that all attemptave
been made under formal procedures
require the default be corrected.

The amount to be forfeited under the
bond, not to exceed the face value of
the bond, with justification to support
the amount to be collected. Make sul
all the steps in 43 CFR889.596 have
been covered by the FOs. Send
decisions byegistered mail ocourier
service.

FO operations/compliance specialists
will developa scope of work, estimate
the costs of reclamation accordingly,
and prepare a requisition for the SO/F
contracting personnel to obtain bids
from contractors with expertise for the
type of work required. Send a copy o
the requisition to the S@djudicaton

to be filed in the bond case file.

Contracts exceeding a certain amoun
may have to baandled by the SO
Procurement/Contracts or by the
National Operations Center (Denver).
Not all FOs have contracting officers,
and some states have delegated
different contracting levels to the FOs
so close coordination between the
contracting personnel of the FO and t
SO is essential.

The successful contractor as
determined by the contracting officer
may now be awarded the contract an:
begin the reclamationavk. When the
work is completed, the contractor is
required to submit an invoice for
payment to the BLM FO Solid
Minerals Operations. F@ill inspect

Keywords

Rel. 3356
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Responsible
Official

SO Accounts

BLM HANDBOOK

Step

10

11

Action Keywords

the work and, if approved, will then
authorize payment from the bond
proceeds. If actual costs incurraek
less than the estimated costs, the
difference may be refunded by SO
Adjudication to the obligor

If a bond secured by a negotiable DEFAULT
Treasury security is in default, notify PROCEDURES
the Negotiable Securities Manager (C

621), by memorandum, of tmature of

thedefault and request that the

Treasury security be sotd obtain the

funds needed to cover the default. Tt
Negotiable Securities Manager (©C

621) will coordinateghe sale of the

security with the Federal Reserve Bai

After the sale, the OC will transfer

the proceeds to theppropriate BLM

of ficebdbs suspense

If the personal bond is secured by aL COLLECTION
CD or other financial instrument, OF LC, CD
prepare a draft for payment and enclc

the original security, a comf the

executed bond form (containing the

power of attorney), and the payment

draft with the decision. (Use

lllustrations 46 and 47 or lllustration

4-14, as appropriate.)

If the personal bond is secured by ca:
instruct accounts ttvansfer the funds
to 5320 in accordance with the
procedures in your office. If the cash
was accepted on an accounting advic
(dated pre2000), properly complete th
goldenrod copy of the accounting
advice to transfer funds to 5320.

Deposit monies to the subactivity 532 PAYMENT
(repair ofdamaged lands). The MADE BY
reclamation contract may be SURETY
administered under an agreement wit

Rel. 3356
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Responsible
Official

Adjudication

BSS Entry

Adjudication

BLM HANDBOOK

Step

12

13

14

15

16

Action

an outsideagency. If that is the case,
follow the procedures in the agreeme
If there is no separate agreement,
follow the BLM guidance as follows.

Use lllustration 1211 to notify the
obligor of the appropriation of the
personal bond, as necessary. Route
BSS Entry.

Enter Action Date: Date of notificatior
of default correction request; DE 296(
AC 484. Enter Action Date: Future
action suspense date when payment
default is due; DE 296BC 247.

When payment is made by thbligor
to the BLM, the facamount of the
bond is reduced by the amount paid.
bond coverage continues to be neede
require restoration of the bond be ma
by the operator.

When payment is made, issue a
decision acknowledgmreceipt of
payment and requiring the obligor to
restore théace amount of the bond
back to the minimum amount requirec
or such increased amount as may be
specified by FO operations in
accordance with 43 CFR 3809.

Alternatively, the obligor may be
requested to furnish new bond covera
(see lllustration 1:B). Failure to
restore the bond subjects all plans an
notices covered by the bond to
suspension of operations.

If the payment is made by an obligor «
a statewide or nationwide bond that
may be applicable to obligations on
plans or notices under the jurisdiction
of another SO, each SO must prompt

Keywords

AUTOMATED
NOTATION

DEFAULT
REMEDIED
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Responsible Step Action Keywords
Official

be notified by a copy of the decision

that payment under the bond has bee

made by thebligor. Such message

will be sent using the BLM Bond

Surety Group email.

17 Ifitis determined that bond coverage
no longer required, the period of
liability may be terminated.

BSS Entry 18 Enter into BSS. AUTOMATED
NOTATION
Enter Action Date: Date default is
corrected; DE 296A.C 485; Action
Remarks: Indicate PARTIAL if only
partial payment of default is made.

Enter Action Date: Date of notificatior
that bond adjustment is required; DE
2960AC 477; Action Remarks; Enter
amount and that bond must be
increased to full amount reged;
pending action required. (FO may ha
recalculated reclamation costs and
increased the required bond amount.’

Enter Action Date: Future action
suspense date when restoration of bc
to required amount is due; DE 298C
247; Action Remarks: Restoiram of
bond to full amount required

Adjudication 19 If the bond is satisfactorily restored to ACCEPTABLE
the face amount, See Chapter Ill, IV, RESTORATION
or V according to the type of bond or
bond and financial instrument filed.

Prepare a decisiaaccepting the bond
restoration

BSS Entry 20 Enter Action Date: Date bond AUTOMATED
adjustment is received; DE 298C NOTATION
464; Action Remarks: Effective date
(MM/DD/YYYY).
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Responsible Step Action Keywords
Official
Adjudication 21 If personal bond fundsollected are FULL

less than the total obligation and the PAYMENT NOT
principal refuses to pay the remaining MADE i1
obligation, provide a new bond, orto BALANCE DUE
restore the original bond, notify the

appropriate FOs and SOs that all bon

monies have beerollected but are

insufficient tocover the total

reclamation costs.

Basic collection methods and approximate timeeceive proceeds wil COLLECTION
vary depending on the type of security, the govermguglance of each METHODS AND
security, andhe procedures set biye individual financial institubns. AVERAGE

As a situation requiresn institution may make an exceptionto its  TIME

standad procedures, for example nitay send the funds based only o1 VARIANCES

fax to be followed by a hard copy original.

All funds collected are degded into subactivity 58 (Repair of REMITTANCE
Damaged Lands)Complete Form 131Q; send to contracting or the

state budget lead to obtaimpeoject number for purposes of tracking t

expenditures associated with theeded reclamation.

PERSONAL BOND (Form 38092) SECURED BY ONE OF THE
FOLLOWING

Cashi The bond funds, deposited in SO suspense, are transferred GUARANTEED
subactivity5320. Complete Form 1348 send form to contracting REMITTANCE

where a project number @ssigned. A contractor is awarded the pro, (CASH BOND)

and begins the required reclamation work. When the work is

completed, the contractor is required to submit an invoice for patym

to the BLM office administering the contract

U.S. Treasury Securitied Notify the Negotiable Securities Manage U.S. TREASURY
(OC-621) bymemorandum of the default and request the Treasury SECURITIES
security be sold to obtain tfiendsneeded to cover the default. The

Negotiable Securities Manager (€821) will coordinate the sale of th

security with the Federal Reserve Bank. After the sale, the NOC v

transfer the proceeds to the

Letters of Credit i Prepare a draft for payment and enclose the oric LETTERS OF
security(original not needed for a partial draft), a copyhef executed CREDIT
bond (containinghe power of attorney), and the payment drathwhe

decision for colletion (lllustrations 46 and 47). Follow specifid_C

instructions and apply UClanguage. Payment occurs upon BLM
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Responsible Step Action Keywords
Official
demand Immediate to 2 weeks.

Certificates of Deposit or other Time Deposit$ Send collection TIME

letter (lllustration4-14) with the original security (all documents the DEPOSITS
BLM received fromthe bank) and a copy of the executed bond whic

cont ai ns t h eattdn@y. (f ywu haveare probterms

collecting the proceeds, seek assistance fraocal bank where youtr

office makes BLM deposits before contacting the SoliGst@ffice.

The bank may send the collection on your behalf.) The BLM SO

accountsnay receive the proceeds electronically (immediate receip

by an official bank check {3 weeks).

SURETY BOND (Form 38091)

Surety Bondsi Follow procedures for collection in-B8032. Reques! SURETY
fundsby guaranteed check. A surety company may esnpl BONDS
consulting firm to examinthe disturbance and, with the BLM,

establish a protocdbr reclamation and determiecost estimate for

the required work. Basedoreth consul t ant éostoféhe

required reclamation, the surety will keaits decision whether to pay

up to the penal sum of the bond or to performréuéamatio. The

process mayake several months.
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CHAPTER XIII 1 Statute of Limitations KEYWORDS
A. Background
The relevant statute timitations for most bond collection actions STATUTE OF
is 6 years and is codified at 28 U.S.C. 2415. LIMITATIONS FOR
COLLECTIONS IS 6

Subsection (a) of 28 U.S.C. 2415 provides, in part: YEARS

ASubject to the provisions
except as otherwise provided by Congresvery action for
money damages brought by the United States or an officer ¢
agency thereof which is founded upon any contract express
or implied in law or fact, shall be barred unless the complain
is filed within six years after the right oftean accrues or
within one year after final decisions have been rendered in
applicable administrative proceedings required by contract o
by law, whichever is later: Provided, that, in the event of late
partial payment or written acknowledgmentebt, the right

of action shall be deemed to accrue again at the time of eacl
such payment or acknowledgnm

There are two important reasons for not-belfring further action by ar
agency to collect debts:

First, under 28 U.S.C. 2415(a), if a debtor acknowledges a debtin DEBT

writing or makes a partial payment on the debt, the statute of limitait ACKNOWLEDGED
begins to run againFor example, if the BLM, after 7 years, decidest AFTER 6 YEARS
collect a debbwed byCorporation A, it may simply seralbill to

Corporation A. If Corporation Acknowledges the debt by payment,

partial payment, or by letter agreeing with the bill, then the BLM onc

again has 6 years to bring an action in court for the paymeamiyof

remaining obligations on that deldh other words, the

acknowledgement of the debt causes the statute of limitations in 2€

U.S.C. 2415(a) to begin to run again.

Second, the extent of the comp
assume thatorporation A is a large, multiational mining company
operating several plans of operations. In all likelihood, that compar
will pay the bill without question for the following reasons, despite tt
fact that the statute of limitatisprevents the Uted States from
bringing a judicial action to recover the debt:

1. The compa
/

y wants to mainta
citizendo and r

n
(0]
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2. The people in that corporation know they have to do substar
business in the future with the BLM. Therporation does not
wish to jeopardize its future working relationship with the
agency. For example, under 43 CFR 3809.604eBLM has
the authority taequire operators who fail to compiynely with
noncompliance orders (including any noncompliamaker
issued as a result of a debt or actions causing a debt to accr
file a plan of operations for notidevel activities.
For a contrasting example, assume that a corporatidrohly one plan
of operationsvith marginal production which ceasemguction 7years
ago. The corporation isow defunct. Pursuing this debt outside the
statute of linitations period is impracticdlecause it is unlikely that the
defunct corporation would be@ncerned with jeopardizing ifature
relationship withthe BLM.
An important factor in determining whether the statute of limitations
indeed expired is contained in 28 U.S.C. 2416(c) which provides, in
part:
Ai...[F]l]or the purpose of ¢ o MATERIAL
periodsestablished in section 2415, there shall be FACTS NOT
excluded all periods during which...facts material REVEALED BY
to the right of action are not known and reasonably ENTITY

charged with the responsibility to act in the circumstagces;

If, for example, Corporation B sends theNB data showing a debt, anc
theBLM fails, through lack of budget, neglect, other reasons, to
pursue thelebt in court for 6 years, the United States is barred from
collecting thedebt by an action inourt (but not by other means
discussed above). However, Corporation B conceals the facts that
would put the BLM omotice of the debt, then the statute of limadas
does not begin to run unthhe BLM discovers the facts, even if this is
many yeas later.

The difficulty with this statutory section occursdeciding whether or DEBT PURSUIT IN
nottheBLM Aknew or should have knCOURTBARRED
hassubmitted the correct reports, but the BLM has misfiled them  WHEN BLM FAILS

withouttaking action, then the statutélimitations will most likely TO ACT ON
have continuedtorume cause t he BLM iknewKNOWNFACTS
of the debt.
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B. Relationship to Collections Under Bond

If a bond is still active, payment can be demanded under it for
deficiencies more than 6 years oldllso, payment can be
demandedfter the period of liability of a bond has been terminated
to the fact that terminating the period of liability of the bond only me
that nonew cause of action may accrue.

A bond is a contract which must be constriredccordance with the
terms of the contract and the intent of the partidiere a bond is
given to ensure statutoryobligation, it is known as a statutory

bond. The terms of the statugndimplementingregulations are
considered to be incorporatedo and made a part of the contract
because thebviouspurpose of the bond is to ensure the faithful
performance of all obligations and conditions bypkeson pledging the
bond.

When the BLM determines, to the extent that it is able, that the tern
ard conditions of the bond have been met, it terminates the period «
liability of the bond; i.e., it sets a specific time after which no
newliability may accrue.This termination of the period &bility by
the BLM does not mean that the surety may deylity for a causeof
action accruindpefore termination of the period of liabilityFor
example, Company A closed a plan geaformedreclamation that the
FO determined was satisfactorfhe plan was closed and the period
liability under the bod was terminated in 201(However, adverse
effects of improper closure did not arise until 20G&ampany A is
liable because the improper closure activities occurred during the te
of the bond under the former pla@ompany As surety is also liable
because its liability is ceextensive with that of the principal, i.e., the
surety is not relieved diability for improper activities that occurred
duringthe period the bond was in effect, but whose adverse effects
not manifest themselves until afteetperiod of liability of the bond
was terminatedMoreover, the applicable statute of limitations woulc
not begin to run until 2016 when the BLM was actually aware or sht
have been aware of the adverse effects of the improper closure act
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CHAPTER XIV - Bankruptcy

A. General

If an operator files for bankruptcy, tep e r at or 6 s bankruptcy estate
before the operator petitioned for bankruptcy. If the operator owes a debt or obligation to the

BLM, the BLM may need to filea claim in the formal bankruptcy procedurétowever, he

BLM may takeaction against a bankrupt delisuretybond since a surety bondnst

considered part of the bankruptcy estate (refer to Solisidpinion,No. BLM R.M. 0641, Mar.

5, 1986. The BLM must be aware of procedural limitations and requirements frogala le

standpoint in order to comply with the Bankruptcy Code and still ensure collection of maximum
available amounts under the bond.

This section provides only general guidance regarding the areas of bankruptcy proceedings that
concern BLM operations. Catination between the BLM and the Solici®Office whenever

an operator declares bankruptcy is essential to protect the Government in bankruptcy
proceedings.

1. What is Bankruptcy?

Bankruptcy is a legally declared inability or impairment of an indiiidu@rganization to pay
creditors. Pursuant to the Bankruptcy Reform Act of 197&).81C. 10let seq, a debtor may
seek an organized liquidation of its debts and business or a restructuring of the debt through
reorganization.

When filing a bankrupgty petition, the debtor includes a list of creditors and the debts owed as of
the date of the petition. This list of ppetition debts is a part of the bankruptcy schedules.
Generally, an agengy scheduled amount or its claim is an unsecured debt.

When the BLM is notified that an entity has filed bankruptcy, the BLM checks its records to see

if that entity has any outstanding obligations to the BLIKit does, he BLM actively

participates in all bankruptcy proceedings because, through bankraptoyler-funded

liability can become annfunded liability literally overnight. Use and abuse of public resources

has been reduced because of the BLM6s more ac
and fees associated with the use of publid$aand resources.

The BLM prepares and submits a proof of claim wi®indaysafter the date set for the first

creditors meeting, unless the court sets a diffdigmtdated The fAbar dateod i s th
by the court to receive and to allowopfs of claim to be filed by creditors. If no bar date is

established, the government has 90 days within which to file its proof of claim.

Ordinarily the BLM prepares and submits a proof of claim any time a debt is owed the agency
unlessin a Chapte7 casgsee below)the court announces the debtor has no assets. The proof
of claim can be amended with less difficulty than a scheduled amount can be changed or a late
proof of claim can be accepted.
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Although the agency may be listed with a schedutedumt, the agencyill verify the amount
and file a proof of claim for the pgetition amount through its designated representative (the
appropriate Solicitds Office) before the bar date.

2. What are the objectives of bankruptcBankruptcy proceedirgghave two primary
objectives:

a.To give the honed teturd thédebdor to fall pfoductieitg, h st ar
relieved from burdensome and unmanageable debt; and

b. To promote the best interest of the creditors by providing them with an equitable
disti buti on equal to the Iliquidation val ue

B. Filing Bankruptcy

There are several chapters of the Bankruptcy Code under which an entity may file for
bankruptcy. However, the holders of Federal interests will primarily be involved in either a
Chapter 7 or a Chapter 11 bankruptcy filing.

1. Chapter 7 Liquidation or Staight Bankruptcy

A Chapter 7 bankruptcy proceeding is a complete liquidation or dissolution of an indizidual
busines& estate. A Chapter 7 case may be a case converted from a Chapter 11 if liquidation
becomes preferable to reorganization. Thekhgyicy court appoints a trustee who is

responsible for conducting the business of the débestate during the liquidation process. The
assets of the debtor are gathered and sold, and the creditors are paid a pro rata share from the
proceeds. Genergllthe percentage of the debt returned to the creditor in a CiTapter

proceeding ranges from O tgpércent.

The bankruptcy court may dismiss a defdrankruptcy petition if there are environmental
problems or other public health and safety issues thie trustee would be unable to remediate,
or if the bankruptcy proceeding would prevent authorities from stepping in to address the
immediate problem. If the bankruptcy court dismisses the case, the BLM may proceed with
collection and default as disaexl in ChapteXIl.

2. Chapter 1T Reorganization of 8usiness an&estructuring oDebts

Chapter 11 bankruptcy anticipates that the debtor, a business, will continue to exist and operate
after the bankruptcy concludes. Chapter 11 provides protectionciteditors while the

financially distressed business has the opportunity to restructure its finances in an effort to
continue its operation and avoid liquidation. The orderly restructuring of the debts of the estate
allows the debtor to continue to opteravith the assets necessary to do business after its
discharge from the bankruptcy proceedings.
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In a Chaptefl1l proceeding, the court may appoint a trustee to supervise the business affairs of
the estate, or the debtor may be allowed to retain control of the activities of the business as
debtorin-possession, overseeing the daily activities of trenass.

A Chapter 11 reorganization is intended to provide some return to creditors while enabling the
company to be viable again by preserving those assets necessary to carry out the business of the
debtor. In many Chapter 11 cases, the debtor wit ébeproceed with theotice orplan of

operations. It is at this point that the BLM ististrongest position to get performance or to

collect past due monies owed the governnagwtto persuade the debtor to condition

resumptiorof thenotice orplan on the debtds timely performance or payment of existing but

not yet due obligationslf warranted for reclamation , the BLM can increase the required bond
amount and the entity must provide the increase as a conditiesurhingthe mining

operations.

C. Agency Discrimination Against Debtor Prohibited

Under 11U.S.C.8 525(a), the BLM may not discriminate against operators who have filed for
bankruptcy or treat them in a substantially different manner simply because they have been or
are in bankruptcy. For example, the BLM may not reject a noticegplanpose other penalties
solely because the operator has filed bankruptcy, is insolvent, or has not paid a debt
dischargeable under the Bankruptcy Code. Also, the BLM cannot disapprove a new project to a
company simply because it is or has been in bantkyysince the purpose of bankruptcy is to

give the debtor &fresh starb Pending offers, applications for approval, etgll be processed

in the ordinary course of business; ragproval solely by virtue of the bankruptcy is prohibited.

Although 11 U.S.C. § 525(a) protects debtors from discriminatory treatment, it does not relieve
them from otherwise applicable regulations. In other words, the BLM is not required to approve
operations or refrain from imposing penalties on those who have been or arkrupbanif

other factors are involved in reaching a particular decision that are not based on insolvency or the
fact that a debtor has filed for bankruptcy protection. The Bankruptcy Code does not prohibit
consideration of other factors such as futuraririal responsibility or ability, and does not

prohibit the imposition of future requirements, if applied equally to those who are not in
bankruptcy.

Thus, a plan may terminate by itsownterms suspensi on may occur by
additional required bonding, during the course of the bankruptcy proceedithgo into a site

closure modeThe Authorized Officer does have the regulatory authority to set the bond amount

or to require an increase in the bond amount whenever it is detertinaieeclamation exceeds

present bond amount or to prevent unnecessary or undue degradation of public lands as
determined by the BLM.

However, if the agency cannot grant approval or determines that a bond must be increased or that
a plan must be tarinated before taking any adverse actionyou must consult with the BLM
SO bankruptcy coordinator who will consult with the SolicddDffice.

D. Automatic Stay
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The petition date is the date the debtor files for bankruptcy. The significance of theffilin
bankruptcy petition is that the filing institutes an automatic stay under.C.§ 362(a) that
prevents or stops all monetargllection effortsor acts to regain possession, as well as related
litigation that was or could have been commencedrbeahe debtor filed the bankruptcy case.

The automatic stay is applicable against all entities including agencies of the U.S. Government.
However, the automatic stay does not apply to a governmenté aaiions to enforce its police

or regulatory power or to enforce a judgment (other than a tawgnedgment), even if

compliance would require expenditure of money by the debtor. Thus, the govemoosis in
cleaning up environmental obligatioageconsidered an administrative ictanot barred by the
automatic stay, as are actions to enforce a governmental police or regulatory power if that
governmental action is taken to protect public health and safety. By contrast, courts may deny a
purely pecuniary claim for reclamation expessesulting from prpetition conduct. In

addition, if the regulator attempts to take possession of or exercise control over property of the
estate, then the stay applies and permission must be granted by the bankruptcy court before
further action may btaken by the regulator.

Property of the estate includes approvals under 43 CFR subpart 3809. In general, revocation of
the license by the regulator eliminates or reduces the value of an asset of the estate, which the
courts see as an act to obtaintcolnover the property of the estate and barred by the automatic
stay. However, because t18809permit is conditioned on the continued compliance with

statutory and regulatory requirements, any action byt to bring the debtor into

compliance with pplicable law does not violate the stay because otherwise the debtor could
operate a facility despite nhoncompliance with applicable regulations.

Consequently, with respect to a 3809 operation, the BLM must ensure that any action it takes

will not be seersimply as an action to take control or possession of an asset of the bankrupt
operator 6 s e st a.tbecaube such dctiondsiwitl ge deemegd stayat by.JCU

§ 362(a). The BLM may, however, suspend operations, reject a plan or plan amgodissoe

a notice of noncompliance if the BLM is enforcing a regulatory requirement applicable to other
operators. If the actionikten t o enf orce the BLMOs regul ator)
and safety, then the BLM may proceed without requgstlief from the automatic stay

provisions under section 362(a). In other words, the BLM may enforce the regulations, issue
notices of noncompliance, or take direct action to force the debtor to abate the violation pursuant
to the normal timeframes fanfractions that occurred prior to the bankruptcy filing without fear

of violating the automatic stay. Penalties and assessments or fines and damage calculations may
be made. If the BLM corrects the violation itself, it may subsequently bill the debttie cost

of abatement. Actual collection of money may not be allowed because enforcement of a money
judgment would give the United State a preferential treatment to the detriment of other creditors.
The BLM will assert these costs as administratiaénts, but to the extent in excess of an

existing bond, the costs may be treated no differently than any other unsecured debt filed by a
creditor in the bankruptcy proceeding.

E. Creditor Treatment of Pre-petition and Postpetition Claims
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1. Prepetition Clams

Prepetition claims arise before the bankruptcy petition is filed, including the date of filing, and

are discharged as part of the bankruptcy proceedings. The BLM files a proof of claim in the
bankruptcy court for the pngetition debts before the bara t e . The BLM6s best
the BLM has done its job in reviewing the anticipated surface disturbance under the notice or
plan, adequately estimating the cost of reclamation for the surface disturbance, and ensuring
satisfactory bonding is in @te prior to the operator beginning operations and surface

disturbance.

The automatic stay prevents the BLM from taking any action "to collect, assess, or recover a
claim against the debtor that ar osetheébdebtoor e t h
that arose befote ffilimge The BLM cannot ask for money from the debtor or refund any

money to the debtor for BLM business that occurred before the bankruptcy case was filed.

This provision, which ensures all monetary claims are adjudicated in the bankruptcy court, was
implemented to ensure the bankruptcy is an orderly process, safeguard the assets of the bankrupt
estate, and to ensure fairness among creditors.

2. PostpetitionDebts

Postpetition debts arise after the bankruptcy petition is filed. Debt collection procedures for
postpetition activities are the same as those to be used fabandtrupt companies. However,
debts not paid in full by the operatoill berefere d t o t he Sol icitords Off

The BLMwill continue to enforce the regulations against the oper&mr exampleremedial
action may be sought after the bankruptcy petition is filed. Standard timeframes may be
employed for correction of blotprepetition and pospetition violations of operational
requirements.

Postpetition debts are important to the success of a Chapter 11 reorganization plan being
accepted. I n order to allow a debtessaryt o func
costs and expensespmkserving theestaie dur i ng reorgani zation are
of administering the estate and are paid first (11 U.S.C. § 503(b)). This prasuipsate

protection for creditors. Pospetition expenses are adnstmative claims, but subordinate to

rights of secured creditors in their collateral. A valid reorganization plan must normally provide

for satisfaction in full, in cash, at the time of confirmation, of any unpaid administrative

expenses. This includesnmalties for pospetition violations.

F. Collection of Bonds from Debtor

As previously stated, the BLM may enforce regulatory requirements without seeking relief from
the automatic stay and without violating the prohibition on discrimigateatment if certain
requirements are met. If the regulatory decision is not made solely upon the fact that the debtor
has filed for bankruptcy protection, if the action is taken to protect human health and the
environment, and if the BLM is not seeginontrol or possession of the property of the estate but
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is taking the action in order to bring the debtor into compliance with applicable law, then the
action by the regulator will not be found to discriminate against the debtor ambtllé subject
to the automatic stay.

The BLM can demand payment from the surety without going through the bankruptcy court, since
the suretyob6s obligation runs straight to the
estate. The BLM, as beneficiarytbe bond, may seek payment of the bond from the surety
company without violating the automatic stay. It is important that the BLM copy the surety on
actions taken against the operator. Follow the required regulatory procedures and give prompt
notification of operational infractions, notices of noncompliance, and written orders. In liquidation
under Chapter 7, the notices and orders to the operator may be futile, unnecessary, and cost
environmental time. The BLM may deal directly with the surety. Aidattbn takes the lead to
demand payment under the bond.

The automatic stay does not preclude direct action against sureties, insureqgincipals

(assuming the ceprincipal is not also part of the bankruptcy proceeding). The general rule is that
asuretys obligations to the beneficiary are independent and primary, not derivative of those of the
debtor. As such, a surety bond is not property of the estate of the debtor and the automatic stay
does not apply between the surety and the benefic@opsequently, even in situations where the
surety has recourse against collateral pledged by the debtor, the bankruptcy proceeding does not
prevent the beneficiary of the bond (BLM) from calling the obligation due.

G. Liquidation of a Surety Company

As discussed in Chapter lll, the Secretary of the Treasury is authorized to determine the
gualifications of a surety company and to certify a surety company as acceptable to underwrite
bonds for the U.S. Government. In that capacity, the Secretary of theifjralso reviews and

removes the surety company when its qualifications do not meet requirements. A surety company
may lose its certification to underwrite bonds for the Federal Government but may continue its
business for purposes other than the Fede@alv e r n me n t . Surety compani
either for fdheBwhll oondbkswithcl uding Aexistingo
either instance, the BLM must carefully review the outstanding liabilities under the bonds accepted
fromthedecerfii ed companies and determine i f requiri
benefit (if the surety was decertified only for new bonds) or all bonds need to be replaced (if the
surety was decertified for existing bonds).

The Treasury Department will @lseport when a surety company is liquidating, either voluntarily

or involuntarily, if that surety has not already been removed as a certified surety. See Chapter Il

of this handbook for more about t he updatedasur yo
information about a surdly certification.

H. Bankruptcy Roles and Responsibilities oV arious Personnel

1. Bankruptcy CoordinatorEach BLMSO, Washington Office, an@ffice of Natural
Resources Revenue (ONR@)eviouslya part of theBureau ofOcean Energy
Managementhas a Bankruptcy Coordinator. Those people are the first points of contact
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for anybankruptcy case where the BLM is or might be a creditor. The bankruptcy
coordinator maintains filings and status of the bankruptcy cases; works with the Sslicitor
Office, BLM FOs, otherSO personneland ONRRetc. to identify, gather, or organize
subsantive evidence to support a claiamd may assist with gathering information for
pleadings, notices, and proofs of claim in court. BLM Adjudication takes the lead to
demand payment under the bond in consultation with the Soii@ifice. If you receie
bankruptcyrelated documents, send them to &@Bankruptcy Coordinator as soon as
possible.

2. Office of the Solicitor. The Office of the Solicitor works with SO bankruptcy coordinator
andFO specialists on proofs of claim and problems. The Solietwks with the U.S.
Department of Justice and/or U.S. Attorney in the development of the strategy employed
before the court. No actiosill be taken against the bond or the bankrupt party without
Solicitor consultation and concurrence.

3. Department of Juste and U.S. Attorngyg Office. The Department of Justice and U.S.
Attorneyobds Office represent all government
possible reclamation/environmental issues. Bankruptcy Rule 2002(j)(4) provides that, if
the paperslisclose a debt to the U.S. government other than for taxes, the debtor must
notify both the U.S. Attorney for the district in which the bankruptcy is pending and the
department, agency, or instrumentality through which the debtor became indebted. Notice
given to the appropriate agency but not to the United States Attorney is defective.

I.  Procedures for Collecting Prepetition Debts Under Bankruptcy

Upon receipt of notification of the filing of a bankruptcy petition by a debtor, the ®illvhotify

the deignated bankruptcy coordinator@NRR so that other resource interests held by the

operator or claimant may be reviewed for defaultssttiat the financial account status of a payor
may be reviewed for prpetition and pospetition amounts that mayelowed. If an agency

discovers a bankruptcy proceeding for which nas receiving notification by the bankruptcy

court, but in which it believes it has an interest, the ageiiltyontact the appropriate Solicier

Office immediately to request prap#ion of an agency request for notice and notice of appearance.

Currently, ONRR produces a quarterly listing that shows entities involved with the Federal mineral
leasing and mining programs that have filed for protection under the bankruptcy lawsinirite
bankrupt entities are shown in Section Il of @&RRIisting.

Adjudication will order an LR2000 report to determine those interests held by each entity involved
in the bankruptcy or listed on tli@&NRRIist. Other records, not maintained in LR®2) may need
to be reviewed to determine an entityds busin

The BLMwill request reclamation/rental reports from E@@shaving jurisdiction over the
operations, leases, communication sites, contracts, etc. identified in LR2000.

Also, as necessary, request the BEMsto review other records containedtieir offices The
FOsare to immediately advise the S@judication of any claims against the bankrupt party,
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including an itemization of costs separated by prelpostpetition. The amount to be claimed
will include assessmentgenalties leviedunbonded costsnd estimated costs if the operat@re
to abandoned the site the next dagtimated cost® maintain the site between when the operator
leaves and thBLM has received the funds under the boggtimated cost® maintain the site until
the BLM gets the funds to start reclamatiooststo remove buildings and trastoststo secure the
site for public health and safetgnd estimated costs reclaim tle site above the value of the bond,
etc.

Upon discovery of defaults in the operations, evidence of thendiélite compiled and the
appropriate Solicit@s Officewill be notified by memorandum with the necessary documentation
attached. It is importarthatno action against the bond be taken without concurrence from the
Solicitor handling the proceeding

The appropriate Solicités Office coordinates with the BLM SOs and the Department of Justice
concerning presentment of proofs of claim and othekigptcy problems.

Some BLM offices need only provide additional
while other BLM offices will additionally prepare a draft proof of claim for filing in the bankruptcy
court.

“

Completing the Proof of Clam
1. Always use the proof of claim form provided by the court for the case.

2. If the court does not specify a proof of claim form, obtain a B10 (Official Form 10) (version
April 98) from the clerk of the bankruptcy court, U.S.C.A. Title 11, or a legal forms
website.

3. If you have too much information to present it neatly on eittven fmentioned above,
submit a narrative proof of claim attached to the specified form and attach exhibits as
needed.

The bankruptcy may include -@ebtors of which one or more may be in debt to the BLM. Separate
claims will have to be prepared and sutiead for the separate entities.

K. Items Required for Proof of Claim

1. Basis forclaim. Always usedOtheiand generalize the grounds for liability. For example,
the basis of the claim may be environmental, public health and safety, mineral materials
trespass, surface reclamation or conservation of natural resources. What is the nature of the
default or del®2 Is the debt a violation of safety or environmental law, noncompliance with
lease terms, or a failure to pay moniése rents, royalties, bonus bid payments, grazing
fees.

2. Date debt was incurredlhe date the debtor was obligated to pay the BLM money, e.g., the
date of issuance of authorizations, pernatsjghts-of-way; the date the bid form was
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signed the date a mining notice was filetie date a plan of operations was approeethe
date hat was approvetb performan actiorsuch as reclamation.

3. If there was a@ourt judgmentinclude thedate obtainedas well asany decided or pending
litigation between the BLM and the debtor, including IBLA decisions which have been
rendered

4. Total amount of claim ahetime thecase filed All documentation such aontracts, bid
forms, leases, etc., must clearly identify the debtor and support the claim and the amount
claimed.

5. Types of Claims

a. Unsecured Claini No lien, no collatealized debt. Additionally, to the extent a
claim exceeds the value of the collateral (under a secured claim), the remainder is an
unsecured claim.

b. Secured Claini Creditor has a lien against property of the debtor to secure payment
of a debt or performance of an obligation. Creditors holding secured claims receive
either their collateral or the full value thereof before any payment can be made to
satisfy an unsecad claim. To the extent there is sufficient collateral, the creditor
may receive interest, attorrsyfees, and other expenses. Amount for which a bond
thathas been accepted is secured. Showsaswared portion of the debt owed even
though a suretis bound to the United States up to the amount of the bond if the
obligations are unfulfilled by the principal.

c. Priority Claimi 11 U.S.C. § 507(a)(4(8). Administrative expenses permitted by
the Code.Penalties of governmental units (11 U.S.C. 8§ 5{8fponly if a bill was
issued. Check with your Solicitor for a determination of whether the identified post
petition debts can be classed as administrative expenses.

6. Credits Show the amount of payment made on the claim that has been credited and
deducted from the claim.

7. Supporting DocumentsThe documents on which the claim and amounts in the claim are
basedg.g, the plan of operations, trespass notice, bill for collection, etc. are a part of and
must accompany the proof of claim. Documentation which provides the BLM guidance and
authorityto assess liability at specific amounts.

L. Normal Order of PaymentsMadeby the Court
The normal order of payments made by the court is as follows:

Attorneys
Taxes
Debts incurred while in bankruptcy (pgstition)
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Secured claims
Unsecured claims
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CHAPTER XV T Stock Raising Homestead Bonds

Congress enacted Public Law 123 on April 16, 1993, amending the Stock Raising Homestead
Act of 1916 (SRHA).The 1993 amendment to the SRHA defines procedures with which
individuals or companies must comply before locating mining claims on split Estdtewhere

the surface was patented under the SRHA and the minerals are reserved to the United States.

Under 43 CFR 3838.11, prior to locating mining claims on SRHA lands, the claimant must
record with BLM Form 383€B, Notice of Intent to Locate Lode& Blacer Mining Claim(s)

and/or Tunnel Site(s) on Lands Patented Under the Stock Raising Homestead Act of 1916, as
Amended by the Act of April 16, 1993 (NOITL), pay the full processing fee, and comply with all
other requirements stated in the regulations.

Under 43 CFR 3809.31(d), after the mining claims are located, a mining claimant or operator
may not conduct mineral activities (other than casual use) except with (1) written consent from
the surface owner(s), or (2) an approved plan of operations feBLil, including compliance
with the financialguaranteeequirements in 43 CFR 3809.500.

If the surface owner(s) give written consent, then the operator may begin mining activities
without submitting a plan of operations providing a bond or financial guarantee to the BLM.
However, the operator must comply with the provisions of 43 CFR subpart 3814.

Absent written consent, the operator must file a plan of operations for any mining activities other
than casual use in the@aropriate BLM FO pursuant to the guidance at 43 CFR 3809.

The bonds and financial guarantees for operations on SRHA lands will be processed and
maintained as the guidance provides in the preceding chapters of this BLM Manual Handbook
H-38092, including entry of the bonds in the Bond and Surety System, andardance with

any individual BLM state manual supplements.

The AMining Claims on Stock Raising Homestead
2001) provides complete guidance on processing mining claims on Stock Raising Homestead
lands.
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Appendix AT Chart of Bond Authorities

The chart on the following pages shows the different authorities that thikd¢.M to require

bonds in the various resource programs. The chart also gives the applicable CFR cite for the
regulations authorizing the bonding, the bond amounts, and the allowable instruments that may
be used to secure a bond in each resource program
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Program Activity

Lead Agency Authority

Bond Amount

Allowable Bond Instruments

Rights-of-Way

Federal Land Policy and Management Act
of 1976 (43 U.S.C. 1733, 17611771
BLM - 43 CFR 2800

As determined by Authorized Officer (AO)

Surety Bond

Personal BondSecured by:

1 Cash

1  Book Entry Deposits (also known
as US Treasury Securities)

Oil & Gas Leasing

Mineral Leasing Act of 1920
(30 USC 241, 237)

BLM -43 CFR 3100

MMS - 30 CFR 234

Stock Raising Homestead

NLT* $150,000 (Nationwide)
NLT $ 25,000 (Statewide)
NLT $ 10,000 (Lease)
NLT $ 5,000 (Permit)

Geothermal Leasing

Energy Policy Act of 2005 (42 USC 15801);
Geothermal Steam Act of 1970 (30 USC
1001, 1023)

BLM -43 CFR 3200

NLT $150,000 (Nationwide)
NLT $ 50,000 (Statewide)
NLT $ 10,000 (Lease)
NLT$ 5,000 (Permit)

Agreements on Indian Lands (Leasables)

Indian Mineral Development Act of 1982
(25 USC 2101, 2107)
BIA - 25 CFR 225.30

$150,000 (Nationwide)
$ 75,000 (Statewide)

Surety Bond

Personal BondSecured by
Certificate of Deposit
Cashierds Check

Certified Check

US Treasury Securities
Irrevocable Letter of Credit

= =4 =4 —a -9

Coal Management

Exploration License, Lease, Logical Mining
Unit

Reclamation

Mineral Leasing Act of 1920
(30 USC 201)
BLM - 43 CFR 3400

OSM - 30 CFR 800 (Part J)

As determined by the AO but
NLT $5,000

As determined by the AO
* Not lessThan

Surety Bond

Personal BondSecured by:
1 Cash

1  US Treasury Bonds
Corporate Surety
Collateral Bond

Self Bond

(combination of the above)
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Bonding Authorities

Program Activity

Lead Agency Authority

Bond Amount

Allowable Bond Instruments

Solid Mineral Leasing, Other Than Coal
(Phosphate, Sodium, Potassium, Sulfur,
Gilsonite, Hardrock

[Acquired Lands Only])

Statewide, Nationwide, Permit, Lease for
all of the above

Mineral Leasing Act of 1920
(30 USC 211, 241, 261, 281, 271) BLMI3
CFR 3500

NLT* $75,000 (Nationwide)
NLT $25,000 (Statewide)
NLT $ 5,000 (Lease)
NLT $ 1,000 (Permit)

Surety Bond

Personal BondSecured by:
1  US Treasury Bonds
1 Cash

1  Cashierés Check

Leasing of Tribal Lands for Mining

25 USC 391, 396¢

BIA - 25 CFR 211.6

$75,000 or as set by AO (NW)
$15,000 or as set by AO (SW)
NLT* $ 1,000 (<80 acres)
NLT $1,500 (>80 <120 ac)
NLT $2,000 (>120< 160 ac)
NLT $2,500 (>160 acres)

Surety Bond
Personal Bond
1 Secured by U.S. guarantees

Ownership of unencumbered real estate
equal to twice the liability

Mineral Material Sales

Materials Act of July 31, 1947
(30 USC 601)

BLM - 43 CFR 3600

USFS-43 CFR 2285, 1, Part C

For contracts of >$2,000, performance
bond required sufficient to meet
reclamation standardsput NLT $500

For contracts <$2,000 optional

Surety Bond

Personal BondSecured by:

1  Certificate of Deposit

1 Cash

1 Irrevocable Letter of Credit
1  US Treasury Securities

Mining Law Minerals

Federal Land Policy & Management Act of
1976; Mining Law of 1872

(43 USC 1701, 1733)

BLM - 43 CFR 3802 & 3809

USFS- 36 CFR 228.13

PL 103-23; BLM i 43 CFR 3814

As determined by AO in an amount to
cover 100% of the estimated reclamation
costsas if BLM were to 3¢ party contract

Nationwide, Statewide, Individual for
notice-level operations and plans of
operations

As determined by AO to protect surface
owner from surface damage & loss of use
*NTL - Not Less Than

Surety Bond

Personal BondSecured by:

1  Cash, Certified Funds

1  Irrevocable Letter of Credit
1  Certificate of Deposit

1  US Treasury Securities
Evidence of a Stateheld Bond
State and Municipal bonds*
Investmentgrade securities*
Insurance*

*As of 01-02-2009: No adjudicative guidance
exists for the instruments
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Appendix BT Bonding and Bankruptcy Definitions

A. Bonding Definitions

Agent - A person (agent) whbas the legal authority to act for another person or business
entity.

Articles of Incorporation - The document that governs the management of a corporation
and defines its government. Articles of incorporation are required itedenith the
Secretary of State in which the corporation is formed.

Assignment/Transfer- A conveyance of all or a portion of interest from one entity to
another. The BLM will not recognize an assignment or transfer unless it is in writing and
filed with the BLM.

Assumption Rider - Bond attachment/addendum that assumes the outstanding liabilities
under a prior bond. A separate assumption rider is not needed for bonds accepted to cover
mining operations conducted under 43 CFR 3809 because the assumption language is built
into thebond contracts Forms 3809and 3802. In addition, Form 3809, is a

Notification of Change of OperatandAssumption of Past Liability and contains

adequate language of assumption. See Chapter V for more information on riders.

Authorized Officer (AO) - Any employee of the BLM who has been delegated the
authority to take certain actions.

Blanket Bond - Referred to as a blanket financial guarantee and can be used to cover
statewide or nationwide operations instead of individual financial guardotesech
operation.

Bond & Surety System (BSS) A BLM database for collecting, storing, and retrieving
information about surety companies, bond principals, and bonds.

Bond - A written agreement in which the operator, a syretynother party guarantees
performance in the event of operator default (reclamation or royalties) or a party provides
collateral for security by an operator.

Certificate of Deposit- (CD) Written acknowledgment by a bank specifying that a certain
amoun of money has been deposited in the bank in an intbesstng account for a
specified period of time. One form offame Deposit. See Chapter IV for more
information.

Certified Funds - Guaranteed check which is the obligation of the bank on whwast
drawn; a warranty that sufficient funds are on deposit.
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Co-Principal - Under bond, additional principal(s) fathom the bond provides equal
coverage.

Consent of Surety- A written acknowledgement by a surety (either on BLM form 3809
or the suret§s own form) that its bond continues to apply to a modification of the plan or
other contract for which it was given. See Chapter IlI.

Corporate Surety Bond- A bond executed by a surety corporation that has been
approved by the U.S. Departmentlokasury as an acceptable surety for federal bonds.

dba - Acronym forthebusiness arrangemeifitoing business as.A dba entity is not a
Astand aloned entity under most state | aws
about a dba entity associate@dh operations and a bond under 43 CFR 3809.

Decertified Surety - The state of a surety whose certificate of authority to provide a bond
to the U.S. Government has been revoked or terminated by the U.S. Department of the
Treasury.

Default - Generally @fined as the omission or failure to perform a legal or contractual
duty or to observe a promise or discharge an obligation such as to pay interest or principal
on a debt when due.

Executory Contract - A contract in which the performance by one or momtigghas not
been completed. Example: The BLM contracts with Company A to buy 100 pencils. The
contract remains executory until the company delivers the pencils and BLM pays for them.

Guaranteed Remittance- See certified funds.

Instrument - A formd or legal document in writing, such as a contract, deed, will, bond,
or lease.

Irrevocable Letter of Credit - A document issued by a financial institution that promises

to pay to a beneficiary upon satisfaction of the terms within the letter of creitgling

requesting payment by a certain date. Irrevocable letters of credit may be used to secure a
personal bond, but revocable letters of credit may not (see Chapter 1V). A letter of credit

is deemed irrevocable i é&tnot titled Arevoc

Negotiable Treasury Securities Bonds, notesand bills the principal and interest of

which are guaranteed by the Federal government and may be used as a bond for mining
operations conducted under 43 CFR 3809. The Nat@patationLenter hanigs all
negotiable Treasury securities acceptedh®yBLM for all bonds. See Chapter IV.E.

Nationwide Bond- Bond which provides coverage for specific program operations in
more than one state.
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Negotiable Instrument- A written and signed unconditional promise or order to pay a
specified sum of money to the bearer on demand or at a definite time.

Notice of Noncompliance (NON) Issued under 43 CFR 3809.400 for failure to comply
with regulatory requirements or otheése& causing unnecessary and undue degradation of
the lands. An operator with an unresolved notice of noncompliance has established a
record of noncompliance.

Obligee- In the context of a personal bond, the entity to whom a bond is given.
Obligor - The operator, bond principal, or party furnishing the bond.

Par Value - Theface or stated dollar value of a security. If the par value and the price
paid are the same, the instrument is said to be s@iingaro If the price paid is lower or
higher than the par value, then the instrument is said to be J#dbtmv pao or fimbove
parprespectively.

Penal Sum- The sum agreed upon in a bond, to be forfeited if the condifidme bond is
not fulfilled.

Performance Bond- Type of surety bond which protects against loss due to inability or
refusal of a party to perform its contract.

Period of Liability - (POL) The time of responsibility under a specific bond.

Personal Band - A contract between the principal (operator) and the BLM that is secured
by personal funds (such as an irrevocable letter of credit, negotiable treasury securities, or
guaranteed remittance) as security.

Power of Attorney - (POA) An instrument in wrihg whereby one person, as principal,
appoints another as his agent and confers authority to perform certain specified acts on
behalf of principal. With respect to bonds, a POA is given by a surety company to allow
an attorneyin-fact to sign the bond.

Principal - Party that is liable for an obligation and for whom a surety has become bound
for the performance of that obligation.

Quitclaim Deed- A deed of conveyance that passes only the title, interest, or claim that
the grantor may have in the propetbut not containing any warranties that the grantor
does in fact own any title or interest in the property.

Reclamation- Taking the measures required by BLM regulations following disturbance of
public lands caused by mining operations to meet perfarenstandards and achieve
conditions required by the BLM at the conclusion of operations in the op@rptan of
operations. See the complete definition and components of reclamation at 43 CFR 3809.5.
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Record of Noncompliance See Notice of Noncompliae.

Replacement bond Substitute coverage submitted to replace a bond currently in place.

Statewide bond- A bond which provides for the reclamation of more than one operation
under an approved plan of operations and/or notice on public lands withgleastate.

The pledged amount of a statewide bond is adjusted as needed for the cost of reclamation
of all plans of operations and/or notices covered by the statewide bond.

Statute of Limitations - A law or regulation setting the maximum time periogkaivhich

no legal action can be brought to enforce rights, except in certain limited circumstances
Note that the statute of limitations does not preclude the BLM from attempting to enforce
its rights outside the courts.

Surety - One who at the request another agrees to be responsible to a third party for
performance or payment.

Surety company- An incorporated business entity which serves as a surety for a fee.

Time Deposit- An interest bearing account at a bank or other financial institution secured
by a cash deposit for a specified term. A certificate of deposit is a time deposit account.

Uniform Commercial Code - (UCC) A code drafted by the American Law Institute and

the National Conference of Commissioners on Uniform State Laws which includes the sale
of goods, commercial paper, bank deposits and collections, letters of credit, bulk trensfers,
documents of ti#}, investment securities, and secured transactions. UCC is a series of
model statutory provisions drawn up to encourage states to voluntarily incorporate these
provisions into their own state statutes to provide a uniform set of legal principles that
would facilitate commercial transactions among persons in different states. Most states
have adopted or incorporated the UCC. The UCC is complementary to the UCP.

Uniform Customs and Practice for Documentary Credits- (UCP) The UCP is not a law
but is intenationally recognized by all banks as the set of rules governing letters of credit.
UCP is cited as the standard in all legal references.

B. Bankruptcy Definitions

Assumption of an Executory Contract or Unexpired Lease A method provided by the
Bankruptcy Code for use by the debimpossession or trustee to accept or refuse lease or
executory contract upon cure of defaults and provision of adequate assurance of future
performance.

Automatic Stay - Upon the filing ofthe bankruptcy petition, the preclusion of any effort
by a creditor to satisfy a claim. A protection to the debtor in bankruptcy as it reorganizes
or liguidates prohibiting any separate proceeding, lawsuit, or action to pursue a claim that
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accruedorior to the filing of the bankruptcy petition. See 11 U.S.C. § 362. Does not
apply to exercise dipolice powerdto protect public health and safety.

Bankruptcy - A legally declared inability to pay creditors.

Bankruptcy Code - U.S. Code Title 11 Bankriptcy.
Bar Date - The date set by the bankruptcy court beyond which it will not accept or allow
proofs of claim filed by creditors, with limited exceptions.

Chapter 7 - The portion of the Bankruptcy Code that governs the process of liquidating
the debtods assets.

Chapter 11- The portion of the Bankruptcy Code that permits a business organization to
reorganize while paying debts.

Claim - (A) Right to payment, whether or not such right is reduced to judgment,
liquidatedor unliquidated, fixed, contingenmaturedor unmatured, disputear
undisputed, legal, equitable, secured, or unsecured; or

(B) Right to an equitable remedy for breach of performance if such breach gives rise to a
right to payment, whether or not such right to an equitable remedy is reduced to judgment,
fixed, contingent, matured, unmatured, disputed, undisputed, securedecured.

Creditor - (A) Entity that has a claim against the debtor that arose at the time of or before
the order for relief concerning the debtor;

(B) Entity that has a claim against the estate of a kind specified in section 348(d), 502(g),
502(h), or502(i) of 11 U.S.C. See Secured Creditor. (Mankruptcy definition)

Debt - Defined under the Bankruptcy Codefiiability on a claimo

Debtor in Possession (DIP) Under Chapter 11, the debtor administers the bankruptcy
estate unless a trustee heen appointed to serve in the case (11 U.S.C. §1101(1)).

Debtor - In bankruptcy, a party for or against whom a case has been filed (11 U.S.C.
8101(13).

Discharge- The bankruptcy couis release of a debtor from debts.
Insolvent - In the normal course of business, the state of an éfibancial condition
when it is unable to pay debts as they become due, or when the sum of debts is greater than

aggregate of property, at fair valuation.

Liguidation - Sale of all assets ofi¢ bankruptcy estate by the trustee in a Chapter 7 case
(11 U.S.C. § 70766).
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Person- For bankruptcy purposesfigersomis an individual, a partnershipr a
corporation, but does not include a governmental (@ditJ.S.C. § 101(4})

Bankruptcy Petition - The document filed by the debtor to initiate a voluntary bankruptcy
proceeding or by creditors to initiate an involuntary bankruptcy case.

Plan of Reorganization- The document filed by the debtor in certain bankruptcy
proceedings that sefigrth the financing and structure for payment to creditors by the
debtor.

Postpetition - The time period after the filing of the bankruptcy petition, including the
date the petition is filed.

Pre-petition - The period of time prior to the filing of thEnkruptcy petition.

Proof of Claim - Statement filed in a bankruptcy proceeding by a creditor in which the
creditor states the nature and amount of the claim.

Receivership- A state court proceeding in which a fiduciary is appointed to hold in trust
and administer property that is in litigation.

Rejection of an executory contract or unexpired leaseA method provided by the
Bankruptcy Code for use by the debimpossession or trustee to escape from the
outstanding financial and legal obligationsder an executory contract or unexpired lease.

Reorganization- The term for the restructuring of the del@dousiness under Chapter 11
of the Bankruptcy Code.

SchedulesFor ms used by the court to |ist debtc
expenditurs, etc.

Secured claim- The claim of a creditor holding a lien against property of the estate.

Secured creditor- One with a security interest in property of the debtor or a bond for
satisfaction of its debts, such as a mortgage, collateral, or a lien.

(Bankruptcy) Trustee - A person appointed by Bankruptcy Court to hold legal title to the
property of the debtoniorder to collect assets, to bring suit on claims, and to defend
actions against the estate.

United States Trustee (US Trustee) A person appointed by the Attorney General of the
United States to oversee the progress of bankruptcy cases and to apgpsimpervise the
private trustees. The United States Trustee may recommend that the bankruptcy court
dismiss a debtd (operatads) bankruptcy petition if there are environmental problems or
other public health or safety issues that the bankruptcy ptoge®ould hinder or

prevent.
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Unsecured claim- A claim that is not protected by a lien on property.
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Appendix C T Helpful Websites for Bond Adjudication

Personal Bonds

US Treasury book entry deposits www.frbservices.org
FDIC Verification http://www.fdic.gov
Credit Unions http://www.ncua.gov

Surety Bonds

Circular 570(Financial Managementhttp://www.fms.treas.gov/c570/index.html
Title 31- Treasury http://www.gpoaccess.gov/cfr/index.html

Bankruptcy

American Bankruptcy Institute  http://www.abiworld.org
Nationwide Bankruptcies http://pacer.uspci.uscourts.gov

General Adjudication

Federal CourBystem http://www.uscourts.gov/Home.aspx
Finding case lawWCobell only) http://web.lawcrawler.com/

U.S. Court of Appeals (Ninth Circuithttp://www.ca9.uscourts.gov/

CFR http://www.gpoaccess.gov/cfr/index.html
Federal Register http://www.gpoaccess.gov/fr/index.html
State Corporation Search http://sos.state.(Better nameof state).us

(limited states included)
Public Land Orders
http://www.blm.gov/wo/st/en/prdmore/lands/public_land_orders.html
Plain Language guidelines http:/Mvww.plainlanguage.gov
Track Federal Express Delivery www.fedex.com
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Appendix D lllustrations

lllustration 217 Information Letter for Surface Management Bonds

(L1)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
(LETTERHEAD - ADDRESS)

3809 (Office Code)
Dear Requestor:

In response to your request for information regarding béfintEncial guaranteesdr federal Notices and
Plans ofOperations, we enclogeurrent bond forms, Frequently Asked Questions brochure, information
about surety bonds, negotiable U.S. Treasucystges, letters of credit, certificates of deposit, sample
letter of credit, the current regulations regarding fedesaiface management requirements, etc.).
Additional information may be downloaded from the BLM Washington or state office websites.

Under the Bureau of L ahmhaambiatofmaneanguardntdtee opeeampnneéedst i on s ,
to provide must be a minimum of the estimated cost of reclaiming the s(néatemation cost estimate)

proposed for disturbance as furnishmdhe operator in the Notice or Plan of Operations and as reviewed

and determined by the BLM in conjunction with any
of reclamation will be or has been reviewed and determined by the BLM field (dficther authorized

office)where the Notice or Plan of Operations was filed. If you need informaliout the reclamation

cost estimate, please contact the BLM field office where your propgserdtion is located or where you

filed the Notice or Plan of Ggrations.

A satisfactory bond is required to be accepted by the BLM prior to any surface disturbance for operations
to be conducted under the regulations at 43 €eR3809. The original bond and any financial
instrument, if a personal bond, must bérsitted to the BLM at the following address:

NAME OF THE BLM OFFICE
PO BOX and STREET ADDRESS
CITY, STATE ZIP

The bond, or the bond and financial instrument, will be examined and you will redeaasion

accepting the bond or a Notice for correction of the documents. If you need further information about the
bonding instruments, you may contact the BLM Public Room/Information Access Qamntératever is
appropriate for your state, e.g., adjudt@n section, bond staff, land law examiner, ett felephone

(insert phone numbgr Or you may contact us through the Internethatv.(statecode.blm.gov. or the

fax number of

Sincerely,

Authorized Officer

Enclosures
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lllustration 317 Unacceptable Surety Bond
(IN.C.4d(7))

3809(Office Code)
CERTIFIED MAIL - RETURN RECEIPT REQUESTED OR REGISTERED MAIL

NOTICE
Obligor: : BLM Bond Number:

Surety Bond Number:

Surety Bond Returned as Unacceptable

Thesurety bond referenced above was received in this office on behalf of on (date) in an effort to
provide bond coverage for (Notice/Plan of operations number (Xxxxxxx) or mining operations in the State
of (state) or nationwide). The surety bond is esetl and hereby returned as unacceptable because
(name of surety) is not an acceptable surety.

Pursuant to United States Department of the Treasu
acceptable to the United States only as long as the surety company holds a certificate of authority.

Additionally, according to the regulations at 43RC8809.555, surety bonds must meet the requirements

of Treasury Department Circular 570. (Name of surety) does not meet these requirements. For a list of
acceptable sureties, please weitw.fms.treas.gov

You may submit a surety bond from a surety meeting the above requirements, or you may submit a
personal bond with an acceptable financial guarantee, to replace the unacceptable surety bond referenced
above.

If you have any questions regarditngstbond, please contact( a ut h o r pas (tefephone )number),
(fax_number),or _(_a u t lemailddress) , or write to the attention ofoffice code)at the address
shown on the letterhead.

Authorized Officer

cc:
Field Office(s)
BLM Accounts Staff
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lllustration 327 Memorandum to Forward Bond to Appropriate State Office
(1.C.4k)

3809 (Office Code)

Memorandum

To: State Director(adjudication code)

From: Authorized Officer{adjudication code)

Subject: _(type) Surface Management Bond, (principal)

The attached surface management bond (rider, cancellation Notatbeoicorrespondence affecting the

bond) was filed in our office on (date) .
This bond covers only the State ghame) and, therefore, is forwarded to your office for adjudication.
OR

This nationwide bond is maintained in yaffice. Therefore, the documents are forwarded to your office
for adjudication.

OR

This bond is maintained in your office. Therefore, the documents are forwarded to your office
for adjudication.

If you have any questions regarding this bond, pleale ((a ut h o r @ts (telephane humber)or
write to the attention ofoffice code)at the address shown on the letterhead, or send questions by fex to
(fax_number) or electronicallyto( aut hor 6 s email address)

Authorized Officer
Attachment
Original Bond (and/or rider, Notice, etc.)

cc: Appropriate state office

(This decision may also be used to transfer a personal bond to the appropriate state office.)
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[llustration 337 Power of Attorney for Surety Bond
(11.C.5)
(This illustration is provided only for reference. The BLM does not draft POAS.)

Catificate of Authority No.  #######

GENERAL POWER OF ATTORNEY
CERTIFIED COPY

KNOW ALL MEN BY THESE PRESENTS: That ZEPHYR INDEMNITY COMPANY, a corporation
organized and existing under the laws of the State of Texas, and having its principal dffec€ity of
Houston, Texas, does hereby constitute and appoint:

MILDRED L. MASSEY

its true and lawful attornein-fact to execute, seal, and deliver for and on its behalf as surety, any and all
bonds and undertakings, recognizance, contracts of irileamd other writings obligatory in the nature
thereof, which are or may be allowed, required or permitted by law, statute, regulation, contract, or
otherwise, in an amount not to exceed:

*******************************O N E M I L L I O N AN D N 0/100 DO L LAR S**** *kkkkkkkk *kk

and the execution of all such instrument(s) in pursuance of these presents, shall be binding upon said
ZEPHYR INDEMNITY COMPANY as fully and amply, to all intents and purposes, as if the same had
been duly executed and acknowledged by gsilealy elected officers at its principal office.

This Power of Attorney is executed, and may be certified to and may be revoked, pursuant to and by
authority of Article V, Section 6(c) of the Byaws, adopted by the Board of Directors of ZEPHYR
INDEMNITY COMPANY, at a meeting called and held on this third day of May, 1999, of which the
following is a true transcript of said Section 6(c):

"The President or any Vice President, Assistant Vice President, Secretary, or Resident Secretary shall have
the powerand authority:

1. To appoint Attorneyin-fact, and to authorize them to execute on behalf of the Company, and attach the
Seal of the Company thereto. bonds and undertakings, recognizance, contracts of indemnity, and other
writings obligatory in the naterthereof, and;

2. To appoint special Attorneys-Fact, who are hereby authorized to certify copies of any pofver
attorney issued in pursuance of this section and/or any of thea®yg of the Company, and

3. Toremove, at any time, any such AttorrayFact or Special Attornein-Fact and revoke the authority
given to him."

Further, this Power of Attorney is signed and sealed by a facsimile pursuant to resolution of the Board of
Directors of said Company adogtat a meeting called and held on the third day of May, 1999, of which
the following is a true excerpt:

BLM HANDBOOK Rel. 3356
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lllustration 3371 Power of Attorney for Surety Bond (page 2)
(I1.C.5)

"Now therefore the signatures of any swéficers and the seal of the Company may be affixed to any such
powerof-attorney or any certificate relating thereto by facsimile, and any such power of attorney or
certificate bearing such facsimile signatures or facsimile seal shall be valid and hipdmthe Company

and any such power so executed and certified by facsimile signatures and facsimile seal shall be valid and
binding upon the Company in the future with respect to any bond or undertaking to which it is attached."

IN TESTIMONY WHEREOF, ZEPIYR INDEMNITY COMPANY has caused this instrument to be
signed and its corporate seal to be affixed by its authorized officer, E H Frank, IlIl, on this third day of May,
1999.

(seal) President
E H Frank 11l

STATE OF TEXAS

COUNTY OF HARRIS

On this third day of May, 1999, before came the individual who executed the preceding instrument, to me
personally known, and beirduly sworn, said that he is the therein described and authorized officer of
ZEPHYR INDEMNITY COMPANY; that the seal affixed to said instrument is the Corporate Seal of said
Company; that the said Corporate Seal and his sighature were duly affixed bgfardeBoard of

Directors of said Company.

IN TESTIMONY WHEREOF, | have hereunto set my hand and affixed my Official Seal, at the City of
Houston, Texas, the day and year first above written.

(seal) NOTARY PUBLIC, Harris Cainty Texas

CERTIFICATION

I, the undersigned officer of ZEPHYR INDEMNITY COMPANY, do hereby certify that | have compared
the foregoing Power of Attorney and affidavit, and the copy of the Section of the\By of said

Company as set forth in said Powé&idtorney, and that the same are correct transcripts thereof, and of the
whole of the said originals, and that the said Power of Attorney has not been revoked and is now in full
force and effect.

IN TESTIMONY WHEREOF, | have hereunto set my hand_this day of , 1999.

(seal) Assistant Secretary

Only a certified copy of Power of Attorney bearing the Certificate of Authority No. printed in red on the
upper right corner is binding?hotocopies or other reproductions of this document are invalid and not
binding upon the Company.

ANY INSTRUMENT ISSUED IN EXCESS OF THE PENALTY AMOUNT STATED ABOVE IS
TOTALLY VOID AND WITHOUT VALIDITY.

BLM HANDBOOK Rel. 3356
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[llustration 347 Surety Bond Acceptance
(I11.C.8)
3809 (Office Code)
DECISION

Principal: : BLM Bond Number:
Surety: :  Surety Bond Number:
(c/o Attorneyin-Fact) :

Date Executed:

Amount of Bond:

Surety Bond Accepted

On (date) , this office received the surety bond described above in the amb&n
with as principal and underwritten by

as surety.

The bond has been examined and found satisfactory. Therefore, the bond is accepted byutwd Burea
Land Management (BLM) effective _ (date) , and has been assigned BLM bond number . The
bond covers operations conducted by or on behalf of the bonded principal on the Plan of Operations or
Notice specifiebelow

For individual bond: The bond was submitted to guarantee the reclamation of lands proposed to be
disturbed by the operations conducted by the principal on Notice or Plan of Operations (Rlovbserial
numbe}. The BLM field office__(name) on_(date) determinedhe reclamation cost estimate for these
operations to be $ . Therefore a financial guarantee (bond) for at least that amount is required by
the BLM to guarantee reclamation of surface disturbance in accordance with the regulations at 43 CFR
3809.90et seq

For statewide bond:The bond constitutes coverage of all operations conducted by or on behalf of the
principal on public lands in the State of (nhame) . The bond provides coverage of the principal
where that principal twinterest in, and/or responsibility for operations on, Notices and/or Plans of
Operations authorized under the authority of any of the Acts cited on the bond.

For a nationwide bond: The bond constitutes coverage of all operations conducted by or alf bfethe
principal on all Federal Notices and/or Plans of Operations. The bond provides coverage of the principal
where that principal has interest in, and/or responsibility for operations on, Notices and/or Plans of
Operations authorized under the aity of any of the Acts cited on the bond.

A bond may be submitted for acceptance prior to a determination of the reclamation costs being made by
the field office. If this is the case and the bond is found satisfactory, use the followinglaagydee:

BLM HANDBOOK Rel. 3356
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[llustration 3471 Surety Bond Acceptance (page 2)
(1.c.8)

Please be advised that no funds have been obligated under this bond for any proposed or existing
operations. The BLMfield officg Field Office has not completed review of your proposed operations or
determined the estimated reclamation costs and tbeiatsd required bond amount. When the field office
completes its review and determines the estimated costs of reclamation for your proposed operations, we
will send you another decision obligating the reclamation costs as determined by the fiela gffioe t

bond. However, if the field office determines that reclamation costs are higher than the amount of the bond
accepted, you will have to adjust the bond amount prior to our taking any further action. Acceptance of this
bond does not authorize anyrface disturbing activities.

The BLM Field Office(s) has determined the estimated reclamation costs (RCE) on BLM serial
number to xxx. This amount is now obligated to the bond. Inasmuch as the bond amount
submitted exceeds the boahount required, an amount of $ remains unobligated and available

to be applied to future bond increases required on the Plan/N@kRe Inasmuch as the bond amount
submitted equals the bond amount required, no amount of bond remains availallgitional needs.

For statavideand nationwide bonds:The BLM Authorized Officer, shown below, has determined the
estimated reclamation costs associated with the surface disturbance proposed on the Plans and/or Notices to
be as shown below. Thosectamation costs are obligated under the bond as follows:

Date RCE
BLM Office BLM Serial Number Determined Bond Amount Required/Obligated
$
$
Total $

Inasmuch as the statewide/nationwide bond amount submitted exceeds the bond amount required, an
amount of $ is unobligated and is avalble to be applied to future bond increases required on
the Plan/Notice or additional Plans and/or Notic@&: Inasmuch as the bond amount submitted equals
the bond amount required, no amount of bond remains available for additional needs.

The bond wil be maintained by this office. Termination of liability under the bond will be permitted only
after this office is satisfied that there is no outstanding liability on the bond or satisfactory replacement
bond coverage is furnished.

If you have any questions regarding this bond, pleas¢ @lu t h o r 4 (seleph@ananper)or write
to the attention of(office code)at the address shown on the letterhead, or send questions byffax to
number) or electronicallytd_a u t h oiraddsessg ma

Authorized Officer

cc: Suretyds Home Of fice
Applicable district/field office(s) or other surface management personnel
All state offices if a nationwide bond (post information electronically to
BLM Bond SuretyGroup.
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lllustration 3571 Accepting Surety Bond and Reinsurance Agreement
(.D.2)
3809 Office Code
DECISION
Principal:
Sureties :
Direct Writing Company: : Surety Bond Number:
(c/o Attorneyin-Fact) : Bond Amount Submitted: $ XXX
: Date Bond Executed:
BLM Bond Number:
Reinsuring Company: . Agreement Number:
(c/o Attorneyin-Fact) : Amount of Reinsurance: $ YYY
: Date of Reinsurance Executed:
BLM Bond Number:
Surety Bond Accepted
Reinsurance Agreement Accepted
On (date) this office received surety bond number in the amount of $ with
as principal, and underwritten by
as surety.
The bond was submitted for reclamation of surface disturbance associated with Gfemadfons number
. The bond is in response to the BLM Field Office determination dated
of the estimated cost of reclamation on BLMIsarmber to XXX, for which a
bond in at least that amount is required.
According to the certification provided (surety) by the U.S. Department of Treasury, the current
underwriting limitation of __ (surety)  is$ZZZ. Because the amount of surety bond number _
exceeds the current underwriting limitation, (surety) has provided reinsurance for the bond

D-8

(Name of Reinsurer) has executed a Reinsurance Agreement on Standard Form 275 in the

amount of8YYY to reinsure and countesecure the excess bond amount written bysurety) . The
purpose of the agreement is to indemnify the obligee (BLM) against loss under thisbany sum up to

$YYY that may be owing and unpaid by (surety) under surety bond number , as stated in

Standard Form 275.

BLM HANDBOOK Rel. 3356
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lllustration 357 Accepting Surety Bond and Reinsurance Agreement (Page 2)

Accepting Surety Bond and Reinsurance Agreement

The surety bond (BLM bond #) and the reinsurance agreement (BLM bond #) have been examined and
found satisfactory. Therefore, the bond and reinsurance agreement are aeffeptied__ (date) .

The estimated cost of reclamation is now obligated to the bond. Inasmuch as the bond amount submitted
exceeds the bond amount required, an amount of $ remains available which may be applied to

future bond increases required on the Plan/Notf@R: Inasmuch as the bond amount submitted equals the
bond amount required, no excess remains available for additional needs.

The bond will be maintained by thoffice. Termination of liability under the bond will be permitted only
after this office is satisfied that there is no outstanding liability on the corresponding bond or after
satisfactory replacement bonding coverage is furnished.

If you have any gestions regarding this bond, please cafl a ut h o r @its (telephane humber)or
write to the attention ofoffice code)at the address shown on the letterhead, or send questions iy fex
(fax_number) or electronically to (_a u t rermail &ddress) .

(Appeals Language)

Authorized Officer

cc: Suretyds Home Office
Rei nsurance Companyds Home Office
Applicable district/field office(s) or other surface management personnel
All state offices if a nationwide bond (Post information electronically to BBdnd
SuretyGroup
Other surety/reinsuring offices as applicable
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lllustration 361 Request for Determination of Continuing Bond Coverage
(I.E.1c-d & lII.F.1c)

The following request may be sent via email.

To: Applicable Field Office, Other State Offices

From: BLM Office Maintaining the Bond

This office has received a (notice of cancellation, notice of surety decertification, request

to terminate the bond, etc.) for BLM bond number(s)

Please report in writing at your earliest convenience, but no later than (specify a date by which a reply is
required if there is a need, such as a dated surety cancellation notice) if there is a continuing need for the
bond. If bondingcontinues to be required, please state the current reclamation cost estimate for which a
bond is required for each Plan of Operations or Nd&gel operations listed below.

(Adjudication completes the following:)

Name of Bond Principal/Cerincipal:

Name of Operator:

BLM Serial Number for the Plan of Operations/Notice:

Current Bond Amount Obligated for the Operations:

If you have any questions regarding this bond, please dala u t h o r Gits (telephane humber)or

write to the attention ofoffice code)at the address shown on the letterhead, or send questions by fax to
(fax_number) or electronicallyto( aut hor 6s emai | addr ess)

(Other surface management agencies, as appropriate, should reiseieguest in a letter.)

BLM HANDBOOK Rel. 3356
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lllustration 371 Replacement Bond Required
(I.E.5& II.F.4)
3809 (Office Code)
CERTIFIED MAIL - RETURN RECEIPT REQUESTED OR REGISTERED MAIL
OR COURIER SERVICE
NOTICE

Principal: :  BLM Bond Number;

Bond Amount Obligated:  $
Surety: : Surety Bond Number:
(c/o Attorneyin-Fact) :

Date Executed:

Bond Amount Submitted $

Replacement Bond Required

Effective_(date) , this office accepted surety bond number to secure a bonfindividual,
statewide, nationwiddjled by the obligor named above. The bond provides for the reclamation of the
surface on_Plan/Notice/statewide/nationwideThe operator, name of operator) is, required to

maintain satisfactory bonding for surface reclamation on iésatjpns conducted under the regulations at
Title 43 Code of Federal Regulations (CFR) 3809.

If timely Notice of surety cancellation is received by the BLM:
On (date) , we received timely notification from the surety, , theatsitelected not to
renew the surety bond identified above and the bond will be canceled effedtiage) .

If Notice of surety cancellation is not timely received by the BLM:

On (date) , we received notification from the suyet , that it has elected not to renew

the surety bond identified above and the bond will be canceled effecfdate) . Condition number 8

of the terms and conditions of the surety bond states, "Should the surety elect to cancetresomdty

agrees to give the principal and the Bl9@d dayswr i tt en noti ce . .0 [ Emphasi
BLM cannot accept the Notice of Cancellation receiveddate) , containing the§0day or 6Gday

cancellation clause or effectigancellation date of (date) , etc which ever appliddpwever, the

BLM can accept the Notice of Cancellation to be effective(date) , which is 90 days from the date of
receipt and thereby consistent with the terms and conditiong siety bond contractf surety is

decertified by TreasuryPursuant to United States Department of the Treasury regulations at Title 31 CFR
223.1, a surefg bonds are acceptable to the United States as long as the surety company continues to hold
acertificate of authority. Also, Treasury Departmesgulations at 31 CFR 223.17 provide that when

BLM HANDBOOK Rel. 3356
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lllustration 377 Replacement Bond Required (page 2)
(IN.E.5& lIl.F.4)

Treasury determines a surety no longer has the continued ability to keep and perform its comtracts, t
Secretary of the Treasury will revoke the suietertificate of authority. (Name of Surety) was
terminated by the Department of the Treasury as an acceptable surety on Federal bonds efdetige

If adjudicationreceives timely information from the BLM Field Officéle have obtained documentation

from the BLM Field Office(s) that bond coverage continues to be required for surface reclamation on your
operations, BLM serial number__, in the amountof $ __

(or, if statavide or nationwide bond, list all applicable operations and the required reclamation boncl
amount for each.

OR, if adjudication has not received information needed from the BLM Field Officelate, this office

has not received notit¢hat reclamation on BLM serial number (or, if statevide or nationwide

bond, list all applicable operationd)as been completed so as to allow reduction or termination of the
bond obligation. Since liability continues to exist, bondezage must be maintained pursuant to the terms
and conditions of the Notice(s)/Plan(s) of Operations. The operator may be in nhoncompliance with the
terms of the Plan of Operations if bond coverage is interrupted. Therefore, interruption of bond coverage
needs to be averted.

The BLM uses Surface Management Surety Bond (Form 386®) for bonds underwritten by a surety
company. We have enclosed a copy of the executed surety bond for your convenience. Please note
that Paragraph 8 of the terms and conditiors of the surety bond reads as follows:

ifiThe surety further agrees that in the event of such
effect as to all areas within theplan(s) of operations or notice disturbed prior to the effective date of such
cancellation, unless and until the principal should file a substitute bond or other acceptable instrument to

protect the interest of [BLM] and such bond or instrument is acddgt¢he [BLM]E 0.

Cancellation does not apply to-désturbance of areas disturbed prior to the effective date of the
termination.

Therefore, you are hereby requeste@Ror surety cancellation only: provide proof instatement of the:
existingbond o)) provide replacement bonding in the amount of $ (For surety cancellation
only: Proof of reinstatement oRReplacement bonding must be received in this office at the following
address (give address of BLM office adjudicating and niaining the bond(s)) on or before

(date) , the effective date of cancellation.

In accordance with the terms and conditions of the bond contract and the authorities under which the bond

was formed and executeifl (For surety cancéation only: proof of bond continuance, or) satisfactory

replacement bonding is notreceived in this officeon or before _ (datei (NO MORE THAN 90 days

from the BLM6s r e c dhepffective tlateofacancebatiohtlastoffioe will ipitiate the

BLM6s default procedures and demand performance unde
the surety. Performance under the bond may be commencement of reclamation on the site or payment

under the bond.
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lllustration 377 Replacement Bond Required (page 3)
(IN.E.5& lIl.F.4)

Please be advised, in accordance withi¢is of the bond contract, the surety agrees that the bond
remains in full force and effect as to all areas within the Plan of Operations/Notice disturbed prior to the
effective date of the cancellation, unless and until the principal (operator) figisfactory replacement
instrument to protect the interests of the BLM and such bond or bond and financial instrument is accepted
by the BLM.

Additionally, the operator may be subject to applicable enforcement actions, fines, and penalties, as
allowed @ 43 CFR 3809 and as determined by the BLM field office (or other appropriate BLM office as the
authority may be delegated in your state).

If you have any questions regarding this bond, please dala ut h o r aits (telephone number)or
write to the attention ofoffice code)at the address shown on the letterhead, or send questions by feix to
(fax_number) or electronicallytd. aut hor 6 s emai | addr ess)

Authorized Officer

Enclosure

cc: Surety Home Office
Affected BLM field offices
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lllustration 381 Bond Reinstatement Accepted
(N.F.7)
3809 (Office Code)
CERTIFIED MAIL - RETURN RECEIPT REQUESTED OR REGISTERED MAIL
OR COURIER SERVICE
DECISION

Principal:

: Bond BLM Number:

. Total Bond Amount Required: $
Surety: . Surety Bond Number:

c/o Attorneyin-Fact :
: Amount of Bond Submitted:  $
. Date Executed:
Notice of Reinstatement Accepted
Bond Remains in Full Force and Effect
On (date) , we received a Notice from (surety) of its election to cancel its suretyship
(insert the actiorof which the BLM was notified)n behalf of (principal)  under surety bond numbzr
as referenced above. The bond was accepted effectivédate) , to cover the

estimated reclamation costs for disturbance associateapéttations conductgdn Notice/Plan of
Operations BLM serial number/statewide in the State of (name of State)  /nationwide.
Subsequently, on (date) we received a Notice of Reinstateménsert title of document
receivedfrom surety)rom (surety) that coverage under the bond is reinstated and will continue

in full force and effec{repeat the same language as given in the Reinstatement Notice, for example, as
though Notice of cancellation had not beemnved or with no lapse in coverage).

The BLM has examined the Notice of Reinstatement and found it to be satisfactory. Therefore, the BLM
hereby accepts the Notice of Reinstatement. The surety bond shown above remains in full force and effect
with no lgse in the coverage provided.

The coverage provided by surety bond number with as prilisipgderator if
applicable)continues to be obligated for the performance of surface reclamation lial§ditiééotice/Plan
of Operations BLM segi humber or statewide/nationwiplas follows:

BLM Serial Number Required and Obligated Bond Amount

(Project Name, Date Obligated, field office, other information as needeetjuired/Obligated
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lllustration 3-8 Bond Reinstatement Accepted (page 2)
(IN.F.7)
Bond Reinstatement Accepted

If you have any questions regarding this bond, please dala ut h o r ats (telephone humber)or
write to the attention ofoffice code) at the address shown on the letterhead, or send questions by fax to
(fax_number)or electronicallijto ( aut hor 6 s email address)

Authorized Officer

cc: Suretyds Home Office
Applicable district/field office(s) or other surface management personnel
All state offices if a nationwide bond (Post information electronically to BRdnd
SuretyGroup

BLM HANDBOOK Rel. 3356
07/01/2016



H-38092 SURFACE MANAGEMENT BOND PROCESSG (Public)
D-16

lllustration 417 Cash Bond Accepted
(IV.B.8)

3809 (Office Code)
DECISION
Obligor: : BLM Bond Number:

Bond Amount Submitted: $

Cash Bond Accepted

On (date) , this office received a personal bond form witmame )as principal, and completed

in the amount of$ . The bond is to providgndividual, statewide, nationwiddond coverage for
operations to be conducted mame of obligor/operatords referenced above. On_(date) , we
receiveds in the form ofa (guaranteed remittance, certified check, cagBieheck, cashgs the

financial pledge to secure the bond. The bond has been examined and found satisfactory, and is therefore
accepted effective (date) .

The bond will be maintained by this office. Termination of liability under the bond will be permitted only
after this office is satisfied that there is no outstanding liability on the bond or satisfactory replacement bond
coverage is furnished. €Hunds will be retained in a suspense account until this office is satisfied that there
is no outstanding liability on the bond or until satisfactory replacement bond coverage has been accepted.
When the deposit is no longer needed to secure the basdffibe will authorize a refund of the financial
pledge.

A bond may be submitted for acceptance prior to a determination of the reclamation costs being made by the
field office. If this is the case and the bond is found satisfactory, use the folkammpde language:

Please be advised that no funds have been obligated under this bond for any proposed or existing operations.
The BLM Field Office has not completed review of your proposed operations or determined the
reclamation costs and thesaciated required bond amount. When the Field Office completes its review and
determines the estimated costs of reclamation for your proposed operations, we will send you another
decision obligating the reclamation costs as determined by the Field ©ffioeir bond. However, if the

Field Office determines that reclamation costs are higher than the amount of the bond accepted, you will

have to adjust the bond amount prior to our taking any further action. Our acceptance of this bond does not
authorizeany surface disturbing activities until funds under the bond are obligated for specific operations.

For individual bond: The bond was submitted to guarantee the reclamation of lands proposed to be
disturbed by the operations conducted by the principdlatice or Plan of Operations numigBLM serial

numbey.
The BLM Field Office has determined the cost of reclamation on BLM serial number
tobe $ . This amount is now obligated to the bond. Inasmuch as the bondabmoitted

exceeds the bond amount required, an unobligated amount of $  remains available which may be
applied to future bond increases required on the Plan/Notice.
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Cash Bond Accepted

OR: Inasmuch as the bond amount submitted equals the bond amount required, no exces®amaimsnt
available.

For statewide bondThe bond constitutes coverage of all operations conducted by or on behalf of the
obligor/operatoron Federal surface management operations in the State ofname) . The bond

provides coverage of th@incipal where that principal has interest in, and/or responsibility for operations
authorized under the authority of any of the Acts cited on the bond. When additional reclamation costs are
determined by the BLM field office(s), the obligation under tiond will be increased accordingly by a
decision from this office.

For a nationwide bond:The bond constitutes coverage of all operations conducted by or on behalf of the
obligor/operatoron all Federal surface management operations. The bond gs@aterage of the principal
where that principal has interest in, and/or responsibility for operations authorized under the authority of any
of the Acts cited on the bond. When additional reclamation costs are determined by the BLM field office(s),
the dligation under the bond will be increased accordingly by a decision from this office.

For statewide and nationwide bonds (when more than a single operation is covered under theTimnd):

BLM field office(s) (or other authorized personnedhown bebw have determined the estimated reclamation

costs associated with the surface disturbance proposed on the Plans and/or Notices. Those reclamation costs
are obligated under the bond as follows:

Date Costs Bond Amount
BLM Office BLM Serid Number Determined Required/Obligated
Total $

Inasmuch as the statewide/nationwide bond amount submitted exceeds the bond amount required, an
unobligated amount of $ remains available which may be applied to future bond increases
required on the Plan/Notice or to additional Plans and/or Notio&s. Inasmuch as the bond amount
submitted equals the bond amount required, no funds remain available for additional Platises: N

If you have any questions regarding this bond or the financial instrument, pleasdcallut hord@ s na me)
(telephone number)or write to the attention ofoffice code)at the address shown on the letterhead or
send questions by fax tgfax _number) or electronicallyto ( aut hor 6 s emai l addr ess)

Authorized Officer

cc: Applicable district/field office(s) or other surface management personnel
All state offices if a nationwide bond (Post information electronically to BBdid Surety
Group
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(IV.C)
Note: BLM does not draft LCS
IRREVOCABLE LETTER OF CREDIT No. Date Issued
Beneficiary:
US DOI, Bureau of Land Management
Nevada State Office
1340Financial Blvd.
P.O. Box 12000
Reno, Nevada 89520006
Ladies and Gentlemen:
On behalf ofloperator ) of (address) as obligor, we_(bank, financial institution) of
(address) hereby establish an Irrevocable Letter of Credit in favor of the U.S. Department of
Interior, Bureau of Land Management (BLM) and agree to pay upon demand by the BLM, up to an
aggregate amount of U.S. $ upon receipt of your draft(s) aight on us and your written notification

signed by a purported authorized officer of BLM to the effect the obligor has been determined to be in
default and the amount drawn represents the reasonable amount, as determined by BLM, of such default.

This Leter of Credit is available witi{bank or financial institution) at (address) by sight payment. Partial
drawings are permitted.

This Letter of Credit is effective(date) , and will expire at our offices in on

(minimum of 1 year from effective dateggnd shall thereafter be automatically renewed for a 1 year period
upon such date and upon each anniversary of such date, unless at least 90 days prior to the then current
expiration date we notify you at the above @dd by certified mail, return receipt requested, that we elect
not to renew this letter of credit for such additional period.

Upon receipt by the BLM of such a notice from us not to renew this Letter, the BLM may draw on us at sight
for up to the amountf the Letter of Credit, prior to the expiration thereof, provided that such a draft is
accompanied by a statement signed by a purported authorized officer of the BLM that no satisfactory
replacement bond has been provided by the obligor prior to 30 déyre lthis Letter of Credit expires,

pursuant to 43 CFR 3809.

It will not be required for the BLM, in order to draw on this Letter of Credit, to furnish the original Letter.
However, it is understood, as a condition of any payment, that the face arhthentetter will

automatically be reduced by any payment made by the bank, and that the BLM will promptly surrender the
original Letter of Credit when and if the bank tenders to the BLM the full amount of funds represented by
this Letter. Such surrendeiililoccur as soon as reasonably practical after full payment is made. The original
Letter of Credit will also be surrendered promptly following its expiration.

Thisletter ofcredit is subject to the Uniform Customs and Practice for Documentary Cl&38& Revision,
ICC Publication No. 600.
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We promise that the amount of credit herein established will not be reduced for any reason during the
effectiveness of this Letter of Credit without the prior written approval of the Bureau of Land Management
(BLM). In the event that we, the bankdoene unable to fulfill our obligations under this Letter of Credit for
any reason, notice will be given immediately to the Obligor and the BLM.

ATTEST: NAME OF FINANCIAL INSTITUTION
Title:
BY:
(Type in Name and Title of Officer)

BLM HANDBOOK Rel. 3356
07/01/2016



H-38092 SURFACE MANAGEMENT BOND PROCESSG (Public)

D-20
lllustration 4371 Unacceptable Letter of Credit Returned
(IV.C.4f)
3809 (Office Code)
REGISTERED MAIL OR COURIER SERVICE
DECISION
Obligor: : BLM Bond Number:
Financial Institution(s): Letter of Credit Number:
(Advising Bank also, if such exists) :
Date Issued:
Letter of Credit Returned as Unacceptable
The letter of credit (LC) referenced above was received in this office on behalf of oridate

in an effort to provide bond coverage {dlotice/Plan of operationsumber (xxxxxx) or mining operations
in the State of (state) or nationwid&he letter of credit is enclosed and hereby returned to the financial
institution as unacceptable for the following reason(s):

__ Insufficient amount; the LC amoushould be $__ to provide the minimum required bond coverage.

__ The LC fails to indicate the U.S. Department of the InteBoreau of Land Managemeliithe BLM
office maintaining the bonds and financial instrumeatsjhe beneficiary under the LC.

__ The initial expiration date of the LC i&late), which is less than 1 year after the filing of the LC.
__ The LC fails to provide for automatic renewal of the credit for periods of not less than 1 year.

The LC allows termination at itsxpiration which is less than the-8@y notice required by BLM
and therefore unacceptable.

The LC fails to provide the BLM the right to collect the LC for either default by the obligor or a failure
by the obligor to provide replacementrigbcoverage in the event of a-88y notice from the financial
institution of its intent not to renew the credit.

___ The LC is revocable and therefore unacceptable to the BLM.

The original bond will be held for 60 dayd. the indicated deficiency(ies) is corrected and the LC returned,
this office will process the bond toward acceptance. If an earlier request for its return is received or if the
necessary corrections to the LC have not been furnished within 60 daysfiteisvill return the original

bond to the obligor unaccepted.

If you have any questions regarding this bond or the financial instrument, pleasgcallut hor ,Gats n a me)
(telephone number)or write to the attention ofoffice code)at the address shown on the letterhead or
send questions by fax t¢fax number) or electronicallyto( aut hor 6 s email address)

(Appeals Language)
Authorized Officer
2 Enclosures
1 - Letter of Credit (To Issuing Financial Institution)
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2 - Form 18421(To Obligor)
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(IV.C.8)
3809 (Office Code)
CERTIFIED 6 RETURN RECEIPT REQUESTED
DECISION
Obligor: : BLM Bond Number
Bond Amount Submitted:
Financial Institution: LC Number
Amount of LC:
Date Issued:
Bond Secured by Letter of Credit Accepted
On (date), this office received a personal baawd a Letter of Cred{LC) in the amount of $ for
coverage of all operations conducted by or on behalf of the obligor on Notice or Plan of Opefatdak
no). The bond has been assigned BLM bond number . The bond hadd izen examined and

found acceptable; therefore, the documents are accepted effe(dzie) .

The pledge for the bond is a LC written by the financial institution named above. The document will be
retained by the BLM until this office matisfied that all terms and conditions of the Notice or Plan of
Operations have been fulfilled or until a satisfactory replacement bond has been accepted. The LC will be
returned to the financial institution when this office determines that the bonddsger required.

The LC will continue indefinitely in the absence of notice from the financial institution of its determination

not to renew the letter. Such a notice must be received in this office at least 90 days prior to the original
expiration dat of___(date) , or the automatic extension dates falling on the same day in subsequent

years. A copy of such notice should also be provided to the obligor, who would then be responsible for
providing a replacement security to the BLM. Unlgssobligor provides a satisfactory replacement bond at
least 30days prior to the then fixed expiration date, the BLM will demand that the financial institution pay

the full amount of the credit to ensure continuing bond coverage of the obligor. Anfuadstthus

obtained will be retained, as long as none are required to correct defaults, until the bond is no longer required
or until replacement bond coverage is accepted by the BLM.

A bond may be submitted for acceptance prior to a determination cdédtzenation costs being made by the
field office. If this is the case and the bond is found satisfactory, use the following sample language:

Please be advised that no funds have been obligated under this bond for any proposed or existing operations.
The BLM Field Office (Field Office) has not completed review of your proposed operations or
determined the reclamation costs and the associated required bond amount. When the Field Office completes
its review and determines the estimated coste@&mation for your proposed operations, we will send you
another decision obligating the reclamation costs as determined by the Field Office to your bond.
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lllustration 441 Personal Bond Secured by Letter of Credit Acceptad€8

However, ifthe Field Office determines that reclamation costs are higher thaamtbent of the bond
accepted, you will have to adjust the bond amount prior to our taking any further action. Acceptance of this
bond does not authorize any surface disturbing aetéviti

For individual bond: The BLM Field Office has determined the cost of reclamation on BLM

serial number to be $xxx. This amount is now obligated to the bond. Inasmuch as the bond amount
submitted exceeds the bond amount require@xaass of $ remains available which may be

applied to future bond increases required on the Plan/Notice. Additional reclamation obligations as
determined by the BLM Field Office(s) under this bond will be made by a decision issued offitia.

OR: Inasmuch as the bond amount submitted equals the bond amount required, no funds remain available
for amendments to the Plan/Notice.

For statewide or nationwide:The BLM field office(s)(or other authorized officedhown below has
determined the estimated reclamation costs associated with the surface disturbance proposed on the Plans
and/or Notices to be as shown below. Those reclamation costs are obligated under the bond as follows:

Date Costs Bond Amouwnt
BLM Office BLM Serial Number Determined Required/Obligated
$
$
Total $

Inasmuch as the bond amount submitted exceeds the bond amount required, an excess of $
remainsavailable which may be applied to future bond increases required on the Plan/Notice or additional
Plans and/or Notices. Additional reclamation obligations as determined by the BLM field office(s) under this
bond will be made by a decision issued by tifce. OR: Inasmuch as the bond amount submitted equals

the bond amount required, no funds remain available for additional reclamation costs.

If you have any questions regarding this bond or the financial instrument, pleasdcallu t h or s n a me)
(telephone number)or write to the attention ofoffice code)at the address shown on the letterhead or
send questions by fax tgfax _number) or electronicallyto ( aut hor 6 s emai l addr ess)

Authorized Officer

cc: Advising bank (ifapplicable)
Applicable district/field office(s) or other surface management personnel
All state offices if a nationwide bond (Post information electronically to ERdwd
SuretyGroup
Other surface management agencies if appropriate
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lllustration4-51 Replacemen®ecurityRequired When Bank Elects not to Renew LC
(IV.C.12)

3809 (Office Code)

CERTIFIED MAIL - RETURN RECEIPT REQUESTED OR
REGISTERED MAIL OR COURIER SERVICE

NOTICE
Obligor: : BLM Bond Number:
. Obligated Bond Amount: $
Financial Institution: . Letter of Credit Number:
Datelssued

Amount of Letter of Credit: $

Replacement Bond Security Required

Effective_(date) , this office accepted Irrevocable Letter of Credit Number to secure a
personalindividual, statewide, nationwidépnd filed by the obligor named above. The bond iples/for

the reclamation of the surface onPlan/Notice/statewide/nationwide Per regulation and the terms and
conditions of the accepted | etter of credit, fAThe
notice from the financlanstitution of its determination not to renew the letter. Such a notice must be

received by this office at least 90 days prior to the original expiration date, and the same date in following

years of any extensions granted, dflat . o
On (date) , we received timely notification from the financial institution named above that it will
not renew Letter of Credit Number past the current expiration date of . We have also

obtained information fnm the BLM field office(s) that bond coverage continues to be required for surface
reclamation on your operations in the amountof $ .

Therefore, you are hereby requested to provide replacement security, or a new bond, in the amount of
$ at leasB30 days priorto the letter of credit expiration date_fdate); that is, not later than

(date).

In accordance with regulations at 43 CFR 3809 and the terms and conditions of the letter of credit, if a
replacement security is not received in this office on or befof@ate) , this office will demand the

financial institution named above pay tiod amount of Letter of Credit Number to insure

continuing coverage of the obligor named above. Such funds will be retained in our suspense account, with
no interest accruing to the obligor, until the bond coverage is no longer requiretil the obligor furnishes

a replacement security.

If you have any questions regarding this bond or the financial instrument, pleasgcallut hord@ s name)
(telephone number)or write to the attention ofoffice code)at the address showm ¢he letterhead or
send questions by fax t¢fax number) or electronicallyto( aut hor 6 s email address)

Authorized Officer
cc: Field Office (if individual bond)
Advising Financial Institution (if LC was issued through a correspondent bank)
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lllustration 467 Demand for Payment of Letter of Credit Proceeds
(IV.C.13)

3809 (Office Code)

COURIER SERVICE

DECISION
Financial Institution: . Letter of Credit Number:
(Bank which issued LC) :
: Amount of Credit: $
Obligor: . BLM Bond Number:

Payment of Irrevocable Letter of Credit Demanded Statement

In accordance with the terms and conditions of the letter of digdl)t the Bureau of Land Management

(BLM) hereby demands immediate payment of LC koxxxxx because no satisfactory replacement bond

has been provided by the obligor prior to 30 days before the expiration date of this LC. Replacement security
was requeed of the obligor by decision issued by the BLM_on date . A copy of that decision is

enclosed for your convenience.

We enclose our payment draft and the original LC faxxxx with this Decision. By the submission of

these documents, the BLM demands that the financial institution named above pay the full amount of LC No.
xxxxxxx to this office at the account information below. The funds will be deposited and retained in our
suspense account, with no interest accruing to the obligor, to insure continuing bond coverage of the obligor
until this coverage is no longer required or until the obligor furnishes a replacement security.

Upon payment of LC Naxxxxxx, please credit @aount numbeBLM state office financial account number
in the following name:

Treasury General Accounttate Office
BLM (Statg State Office
ALC Number Xxxxxxx

This account is located at the following: BLM State Officebébs Bank name

If you have any questions, pleasecall aut h o r @ts (telepnone humber)or write to the attention
of (office code)at the address shown on the letterhead or send questions by ffaxtaaumber) or
electronicallyto (aut h o diddress) e ma i

(Appeals Language)

Authorized Officer
Enclosures

cc: Obligor
Advising Bank (if any)
Field Office(s)
BLM Accounts Staff
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