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A. Each person, fifin,- corporauon .of agsociation who operdtes-any:oil}'pas or:service well oty
within the state shall, as a condition precedent to drilling or producing the well, funiish financial-;
assurancedn:theform of an rrrevocablelletterlof credit or atcash or surety:borid or-a:well spec1ﬁc )
plugging insurance policy pursuant to the provisions ofithissection, tortheioil: tconservation «.-.,
divisionof. thevenergy, mineralg:and:natural-resources: department runningrto thenbeneﬁtlof the .«
state-andrconditioned that«the well betplugged and -abandoned:ifrcompliance; wrth*the rulgs:of-the:
oil conservauon\dlvrslon *’T herorl conservat1onld1v1s1on Shallfestabllsh categorles‘;of findncial-..
assurance after notice and hearing. Suchlcategorles:shall inclide a blanket plug,gmgrﬁnancral
assurance in an amount not ato;exceedf“ﬁfty thotisaid: dollars ($50 000) rez-tcept'forFa*blanket A
plugging: ﬁnancralfassurancelforltempm a11lyfabandoned*status'wells ~whicly shallbélset; by;rule at
amounts greater than fifty thousand dollarsu($50 000)-and:-one- well pluggmg ﬁnancral assurance.
in amoints détetminedrsufficidntitosreasonably payethe.cost oﬁtpluggmg'the Wells covered by the
financial assurance. In establishing categories of financial d$surahce, ‘the il conservations. i -
divisionishall considérithe depthiof the Well involveds the length.of* ifrie since;the” wellxwas Corh
produced, the cost of pligging! s1m1lar Wells.did suchiotherifactorsias ithe 61l congetvation’  + «r.
division deems relevant. The oil conservation division shall réquire a one-well financial
assurance on any well that has been held in a temporarily abandoned status for more than two
yedrs or, at the election of the operator rmay allow an operator to increase its blanket pluggmg
financial assurance to cover wélls held in temporarlly abandoned stétus. All ﬁnancral assurance
shall remain in force until relegsed by the oil conservation division. The o1l conservation
division shall release financial assurance when it is satisfied the conditions of the financial
assurance have been fully performed.

B. Ifany of the requircients of the Oil and Gas Act or the rules promulgated pursuant to that
act have not been comphed 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 findncial 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 glve
notice to the atforney. general who shall collect the forfeiture without delay

D. All forfeltures shall be'déposited in the state treasury in the oil and gas reclamation fund.

E. When the ﬁnancnal assurance proves insufficient to cover the cost of pluggmg Sil and gas
wells ori land other than federal land and fiinds must be expended from the oil and gas
reclamation fund to meet.the addmonal 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 il conservation division in plugging the well. All:
funds collected pursuant to a Judgment in a stiit for indemnification brought under the provisions
of thls section shall be déposited 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 mét that requirement if the operator obtains a plugging insuranée policy that

‘includés the specific well and that:

(1) is approved by the office of superintendént of insurance;

(2) nameés 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 prepatd and cannot be canceled or surrendered

(5) ptovides 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'béen v «¥
plugged inraccordance withirules of the o1l conservation:division in effect at.the ume-of A
plugging; andsi - hoar Lot eacedn o oo o s o ST A B i
(7). prowdes beneﬁts thattaresnot less than an amount. equal tomthe one H ﬁnallclal assurance- .
requiredrbysoil conseivationidivision-Tulesi. 4 < omts Sl 1 Loneiig v.cff'.sf, et O ;éf,-
G. .If; subSequent-fo ansoperator. obtammg an insurance: pollcy'as provided,in;this; section, sthe
one-well-finantial.assurance requirement: appllcab]e RO dhe’ operators well is increasedyeither ¢
because:theiiwell is deepened oriheriiles ofithe: 011:0011se1 vation'division ate:amended the ;- .
operatoms con51dered tohave met:the- reyised: requlrementslf I L 07 SR B VAV N B
(1) the eXIStmg pollcy beneﬁt equals or;exceedsgthe;rewSed?requlrement N N S A
(2)- 1hc¢operator:obtamseawamendment,1ncreasmg?the;poheyrbenef” tby- the amount of thé:. . =
inc¢reage:in-the:applicable.d ﬁnanc1al assurance reguitementiion, s e 1 oag T
3) theLoperator obtamsfﬁnancxal -assurance: equal tothe.amountif anyy: by ‘which athe revised -
requiremeiit exceeds the pohcyabeneﬁt. ER TV R R (STl ST B AN DRI L PO é",
History: 1953 Comp -§ 65:38112itenadted by raws:1977; chi: 2375 § 3; 1978 %ich. 117 §?1ﬁ ~986h
ch. 76, §2:2000; ch: 42, §u] r2006“ch~ 59,§11;,2015,:¢h79; ,§+1: 2015~chf;99 1 g
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