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70-2^14. dRequirem'ent forrfmancial.assurances :« 1 "iri•• ',»' •': .-i->;r . hi:/; t>v ' 1 

A. Each person, firm,<corporation.or association-who bperates anytoil;'gas or.fservice.\vell »f _( 

within the state shall, as a condition precedent to drilling or producing the well, furnish1 financiah 
assurancerin }tfie<forih of an1 ijreyocablertettertof credit or afcash on suretyt,borid br-'aiwelFrspecific . 
plugging insurance policy pursuant to the provisions of tlns'sectionrtorthe'oiltconsehvatipri •/**'. • • 
division' of the?energy, iminerals ahd:riaturak resources.department-running'to therbenefitiof the .; 
state aridfconditioned thahthe^w 
oil conserVatiomdiyisiqn.;'^ 
assurance after notice and hearing. Such&ategoriesishall include^- blanket pluggirig'fiharicial' •• 
assurance in an amount not̂ tojexceed^fih^sthousahd'doljars ($5.05pOO)^exc^ I I» 
plugging^ hancialmssu™ 
amounts greater than fifty thousand dollars(($50jp00)^ang\ohe^ financial-assurance', 
in amounts delermihed^sufficiehtito'rea'spnably ipayfithe cost oftplugging'the .weljs covered:b'y the 
financial assurance. In establishing categories of financial.a~ssurahce,^ 
divisionl'shall Vonsidervthe;deptrT'of tHe welfinvolved^the length.o'ftimeisincejthe'wellvwas , u'., 
produced, the cost oT-plugg"ing!sim^̂  oilcbnseFvation' r :*. 
division deems relevant. The oil conservation division shall require a one-well financial 
assurance on any well that has been held in a temporarily abandoned status for more than two 
years or, at the election of the operator, may allow an operator to increase its blanket plugging 
financial assurance to cover wells held in temporarily abandoned status. All financial assurance 
shall remain in force until released by the oil conservation division. The oil conservation 
division shall release financial assurance when it is satisfied the conditions of the'financial 
assurance have been fully performed. 
B. I f any of the requirements of the Oil and Gas Act or the rules promulgated pursuant to that 
act have not been complied with, the oil conservation division, after notice and hearing, may 
order any well plugged and abandoned by the operator or surety or both in accordance with 
division rules. If the order is not complied with in the time period set out in the order, the 
financial assurance shall be forfeited. 
C. When any financial assurance is forfeited pursuant to the provisions of the Oil and Gas Act 
or rules promulgated pursuant to that act, the director,of the oil conservation division shall give 
notice to the attorney .general; who shall collect the 'forfeiture without'delay. 
D. All forfeitures shall-be"deposited in the state treasury in the oil and gas reclamation fund. 
E. When the financial assurance proves insufficient to cover the cost of pluggirig;6il arid, gas 
wells oil land other than federal land and funds must be expended from the oil and gas 
reclamation'fund to meet the additional expenses, the oil conservation division is authorized to 
bring suit.against the operator in the district court of the county in which the well is located for 
indemnification for all costs incurred by the oil conservation division in plugging,the well. All • 
funds collected pursuant to a judgment in a suit for indemnification brought under the provisions 
of this section shall be deposited in the oil and gas reclamation fund. 
F. An operator required to file financial assurance for a well pursuant to this section is 
considered to have met that requirement if the operator obtains a plugging insurance policy that 
includes the specific well and that: 
(1) is approved by the office of superintendent of insurance; 
(2) names the state of New Mexico as owner of the policy and contingent beneficiary; 
(3) names a primary beneficiary who agrees to plug the specified wellbore; 
(4) is fully prepaid and cannot be canceled or surrendered; 
(5) provides that the policy continues in effect until the specified wellbore has been plugged; 
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(6) provides that benefits will be paid when, but not before^the specified wellbore has'beeh^ u~ 
plugged iivaccordance withtrulesofthe oil conservation ̂ division in effect, at .the timetof .{*}' 
plugging; ahdui • .U-j^ ,.tJ tWu »•.*,• • j •'tjiliil ii »f.-#jy * ..-MI.^.I* J: ^/ .U'u. ;,/»;. ̂ ' i'j ;^ 
(7*) J provides benefits thatmre>not less than an 'amount'equal toithe onerwell financial/assurance i 
requiredibyjoil conservationidivision-rules'.1 •--vr-si. •••'•-v i.,fi-. ».-ijtfbq £-v*. --.V: ^tr-i', ;\<. • 
G. If^sub sequent-to ahjpperator.obtaihing-an insuranceipolicy'as-proyided,inrthisiSection,5the;. '.b 
one-well-financialassuranc^ is increasedpeither • 
be cause; the; we 11 is'deepened.bnitheiiiiles ofthe'OihcWseryation'division are\arriended,- the ; •> J 
opefator*is;'cbnsideredto^haW .tmn;>&r» > " 1 1 1 

(1) the existing pqlicy.beneTit-^quals orjexceeds.theifevised^requir'ement; :;«.» ;r , -i •;. • .»>•!.: 
(-2) • the'operatorfobla^^ i.V. 
increase•ih;th'e';app1icable-finan'd unj,-;»H»'f»,;. 0 ''s;;fv ; "M'; 
(3) * theiopefaforobtairis^iman^^ t6*;'the,ambunt*ji)5 any^bywhichithe revised • ,> 
requirement exceeds the.policyibenefit.,;.' ^! :»i'"< - ' M 3 :U« * '>.' • •,'!-. ' ; hi i •' *1 
History.:- 1.953Coriip:;.§'.65f3^af2^enacted.by .Iiaws:I977; ch:"237,n§ 3;.I978^ch;.l:l;7;.§^;,1.986;^ 
ch. 76, §t2-ja000>cbil--2,':§;ji>2006^ch?59,;§il-;,201.5,Jch?^9,-J§^f201.5,Hch/.p.9j:§^v * . a\ - i 
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