
STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION

CASE NO. 16078

IN THE MATTER OF THE:

PROPOSED AMENDMENTS TO THE COMMISSION’S RULES ON FINANCIAL 
ASSURANCE AND PLUGGING AND ABANDONMENT OF WELLS, 19.15.2, 19.15.8, 
AND 19.15.25 NMAC

OIL CONSERVATION DIVISION’S 
PRE-HEARING STATEMENT ON REHEARING

The Oil Conservation Division through its counsel files the following Pre-hearing Statement.

PARTIES AND ATTORNEYS

Oil Conservation Division David K. Brooks 
Assistant General Counsel 
Energy, Minerals and Natural Resources 

Department
1220 S. St. Francis Drive 
Santa Fe, NM 87505 
davidk.brooks @ state.nm.us;
Phone (505)-476-3415

Independent Petroleum Association of 
New Mexico

Gary W. Larson 
P.O. Box 1056 
Santa Fe, NM 87504 
glarson @ hinklelawfirm.com 
Phone (505)-982-4554

Larry Marker LarryM GDC@hotmail.com

Rory McMinn rory@mcminn.com

STATEMENT OF THE CASE

The Oil Conservation Division (Division) filed an application on March 28, 2018, proposing 
amendments to the rules concerning operator financial assurance and related matters, amending
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various sections of rules 19.15.2,19.15.8, and 19.15.25 NMAC. On August 20,2018, after hearing 
and deliberation, the Commission adopted Order No. R-14834, approving the Division’s proposed 
amendments, with certain changes, as set forth in Exhibit A to that order. On October 1,2018, the 
Commission adopted Order No. R-14834-A, granting a rehearing in this case with the proviso that:

The rehearing shall be limited to a review of the scope of the wells covered by the 
financial assurance requirements of 19.15.8 NMAC, and, in particular, to the 
applicability of 19.15.8 NMAC to wells which are covered by federal financial 

assurance.

Order R-14834 further directed the Division to provide proposed amendments to 19.15.8.9 to 
address the concerns raised by the Commission.”

In the rehearing set on November 15, 2018, amendments the Division has proposed, pursuant to 
that directive, which provide that the financial assurance requirements of 19.15.8 NMAC, as 
amended, will not apply to wells subject to federal financial assurance requirements.

WITNESSES

Daniel Sanchez, Compliance and Enforcement Manager, Oil Conservation Division of the Energy, 
Minerals and Natural Resources Department: Mr. Sanchez has served as Compliance and 
Enforcement Manager for the Division for approximately eleven years. His responsibilities in that 
position include assuring that oil and gas operators comply with the financial assurance 
requirementsofl9.15.8NMAC.

Mr. Sanchez’ testimony will include a review of the rule amendments the Division has proposed 
in response to Commission Order No. R-14834, and the Division’s past practice of not requiring 
state financial assurance

Mr. Sanchez’ testimony is expected to last 15 minutes.

EXHIBITS

[1] Proposed Rule Amendments

[2] Comparison of Changes Approved in Order R-14834 to Changes Now Proposed

[3] Certificate of Notice executed by Florene Davidson

[3] Applicable federal well-plugging financial assurance regulations
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PROCEDURAL MATTERS

The Division’s counsel knows of no procedural matters that the Commission needs to address.

Respectfully submitted,

David K. Brooks 
Assistant General Counsel 
Energy, Minerals and Natural 

Resources Department 
1220 S. St. Francis Drive 
Santa Fe, NM 87505 
(505) 476-3215
Email: davidk.brooks@state.nm.us 
Attorney for the Oil Conservation Division
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Certificate of Service

I hereby certify that the Oil Conservation Division’s Pre-Hearing Statement was served by e-

mail on, 2018.

Gary W. Larson
New Mexico
P.O. Box 1056
Santa Fe, NM 87504 : ;
gl arson @ hinklelawfirm.com

David K. Brooks
Assistant General Counsel, EMNRD
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OCD EXHIBIT 1

Case 16078 
November 15,2018

This is an amendment to 19.15.8 NMAC, amending Sections 1,3,9 and 14 effective //2018.

19.15.8.1 ISSUING AGENCY: [Energy, Minerals and Natural Resources Department, Oil Conservation
Division] Oil Conservation Commission.
[19.15.8.1 NMAC - N, 12/1/2008; A, //2018]

19.15.8.3 STATUTORY AUTHORITY: 19.15.8 NMAC is adopted pursuant to the Oil and Gas Act,
[NMSA 1978,] Section 70-2-6, Section 70-2-11, Section 70-2-12 and Section 70-2-14 NMSA 1978.
[19.15.8.3 NMAC - N, 12/1/2008; A, / /2018]

19.15.8.9 [FINANCIAL ASSURANCE FOR WELL-PLUGGING] CATEGORIES AND AMOUNTS 
OF FINANCIAL ASSURANCE FOR WELL PLUGGING:

A. Applicability. [A person] An operator who has drilled or acquired, is drilling or proposes to drill 
or acquire an oil, gas or injection or other service well [on privately owned or state owned lands] within this state 
shall furnish a financial assurance acceptable to the division in accordance with 19.15.8.9 NMAC and in the form of 
an irrevocable letter of credit, plugging insurance policy or cash or surety bond running to the state of New Mexico 
conditioned that the well be plugged and abandoned and the location restored and remediated in compliance with 
[division] commission rules, unless the well is covered by federally required financial assurance.

B. A financial assurance shall be conditioned for well plugging and abandonment and location 
restoration and remediation only, and not to secure payment for damages to livestock, range, crops or tangible 
improvements or any other purpose.
[-----------G-.---------The division accepts three forms of financial assurance: a one well financial assurance that covers
a single well, a blanket financial assuranee-that covers multiple-wells, and a blanket plugging financial assurance for 
wells in temporarily abandoned status. The operator shall cover a well that has been in temporary abandonment for 
more than two years by either a one well-financial assurance or a blanket plugging financial assurance for wells in 
temporarily abandoned status, except that the division may waive the requirement of a one well financial assurance 
for a weH-that is shut in because of the lack of a pipeline connection. The division may release the one well 
financial-assurance upon the operator’s or-surety’s written request after the well is returned to production if a blanket 
financial assurance covers the well. The division may release a blanket plugging financial assurance for wells in 
temporarily-abandoned status upon the operator’s or surety’s written request-after-the wells are plugged and 
abandoned in accordance with 19ri-5.25 NMAC or are returned to production if a blanket financial assurance covers 
the wells or if the operator files a one well financial assurance for each well ef-the operator’s wells in temporarily 
abandoned status; upon the operator’s or surety’s written request, the amount of the operator’s blanket financial 
assurance for wells held in temporarily abandoned status may be reduced in accordance with the number of wells the 
operatot^elec-ts to cover by said financial-assurance.
------------&---------Amounts.
------------------------ (4)-------A blanket financial assurance shall be in the amount of $50,000 covering all oil, gas or
service wells drilled, acquired or operated in this state by the principal on the bond.
------------------------ (2)-------A one well financial assurance shall be in the amounts stated below in aeeerdanee with
the well-’-s depth and location.
------------------------------------ (a)-------Chaves, Eddy, Lea, McKinley, Rio Arriba, Roosevelt, Sandoval and San Juan
counties, New Mexico: $5000-plus-$l per foot of projected depth of proposed well or measured depth of existing

------------------------------------ (b)-------All other counties in the state: $10,000 plus $1 per foot of projected depth of
proposed well or measured depth of existing well.
------------------------ (3)-------The appropriate division district office may approve -revised plans for an actively drilling
well for drilling as much as 500 feet deeper than the depth stated on the well’s financial assurance. -A-well to be 
drilled more than 500 feet deeper than the depth stated on the well’s financial assurance shall be covered by a new 
financial-assurance in the amount ^prescribed for the new projected depth.
------------------------ (4j-------The amount of the one well financial assurance required for an intentionally-deviated
well shall be determined-by ^the well’s measured depth, and not its true vertical depth.
------------------------ (5)-------If an operator elects to cover wells held, or which may be held, in temporary
abandonment by a blanket plugging financial assurance for wells in temporarily abandoned status, the operator shall 
do so in the amounts stated below in accordance with the number of wells covered by the blanket plugging financial
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Case 16078 
November 15.2018

PCD EXHIBIT 2

I

I

19.15.8.9 [FINANCIAL ASSURANCE FOR
WELL PLUGGING! CATEGORIES AND AMOUNTS
OF FINANCIAL ASSURANCE FOR WELL

19.15.8.9 [FINANCIAL ASSURANCE FOR
WEU-PLUGGING1 CATEGORIES AND AMOUNTS
OF FINANCIAL ASSURANCE FOR WELL

PLUGGING:
: A. A person who has drilled or

acquired, is drilling or proposes to drill oracquire 
an oil, gas or injection or other service well on 
privately-owned or state-owned lands within this 
state shall furnish a financial assurance 
acceptable to the division in the form of an 
irrevocable letter of credit, plugging insurance 
policy, or cash or surety bond running to the 
state of New Mexico conditioned that the well be 
plugged and abandoned and the location
restored and remediated in compliance with
division rules.

B. A financial assurance shall be 
conditioned for well plugging and abandonment 
and location restoration and remediation only, 
and not to secure payment for damages to 
livestock, range, crops or tangible improvements 
or any other purpose.

C. The division accepts the following

PLUGGING:
A. A person An operator who has

drilled or acquired, is drilling or proposes to drill 
or acquire an oil, gas or injection or other service 
well on privately-owned or state-owned lands 
within this state shall furnish a financial 
assurance acceptable to the division jn 
accordance with 19.15.8.9 NMAC and in the form
of an irrevocable letter of credit, plugging 
insurance policy, or cash or surety bond running 
to the state of New Mexico conditioned that the 
well be plugged and abandoned and the location 
restored and remediated in compliance with 
commission division rules, unless the well is 
covered bv federally required financial assurance.

B< A financial assurance shall be
conditioned for well plugging and abandonment 
and location restoration and remediation only, 
and not to secure payment for damages to 
livestock, range, crops or tangible improvements 
or any other purpose.

C. Active wells. An operator shall
categories of financial assurance for wells that 
are not required to provide financial assurance 
under Subsection D of 19.15.8.9 NMAC:

(IV a one well financial

provide financial assurance for wells that are 
covered bv Subsection A of 19.15.8.9 NMAC and 
that are not subject to Subsection D of 19.15.8.9 
NMAC in one of the following categories: The

assurance in the amount of $25,000 plus $2 per
foot of the projected depth of a proposed well or
the depth of an existing well. The depth of a well
is the true vertical depth for vertical and 
horizontal wells and the measured depth for

Dof 19.15.8:9 NMAC:
(1) a one well financial

deviated and directional wells; or assurance in the amount of $25,000 plus $2 per
(2) a blanket plugging foot of the projected depth of a proposed well dr

financial assurance in the following amounts 
covering all oil. gas or service wells drilled, 
acquired or Operated in this state bv the principal 
on the bond:

(a) $50,000 for one

the depth of an existing well. The depth of a well 
is the true vertical depth for vertical and 
horizontal wells and the measured depth for 
deviated and directional wells: or

(2) a blanket plugging
to 10 wells: financial assurance in the following amounts

fb) $75,000 for 11 to covering all wells of the operator subject to
50 wells: Subsection C of 19,15.8.9 NMACoil. gas or service
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OCD EXHIBIT 2

Case 16078
November 15.2018

(c) $125,000 for 51 wells-driHedi-acquired-or operated in this state bv
to 100 wells: and

'(d) $250,000 for
the principal on the bond:

(a) $50,000 for one
more than 100 wells.

(3) In determining the
to 10 wells:

(bV $75,000 for 11 to
amount of the blanket plugging financial 
assurance, if an operator can demonstrate that it

50 wells:
fc) $125,000 for 51

has federal wells that move operator into a 
higher tier under Paragraph (2) of Subsection C of

to 100 wells: and
(d) $250,000 for

19.15.8.9 NMAC, the division shall reduce the 
amount of the operator's blanket plugging

more than 100 wells.
(3) In determining the

financial assurance bv the amount of the federal 
statewide blanket bond, provided that the 
amount of the blanket plugging financial

amount of the blanket plugging financial 
assurance, if an operatqf-Ga-n-d&monstfate-that-it 
has federal wells that move operator into a

assurance cannot be less than the amount 
reauired for the total number of the operator's

higher tier under-Paragraph (2) of Subsection C of 
19.15.8.9 NMAC. the division shall reduce the

state and private wells. amount of the operator's blanket plugging
financial assurance bv the amount of the federal 
statewide blanket bond, provided that the 
amomt-of the blanket plugging-financial 
assurance cannot be less than the amount
required for the total-number of the operator's

D. An operator shall provide
state and private-wells.

D. Inactive wells. An operator shall
financial assurance with one of the following 
categories for a well that has been in temporarily

provide financial assurance with one of the 
following categories fora wells that are covered

abandoned status for more than two vears or for 
a well that the operator is seeking approved 
temporary abandonment pursuant to

bv Subsection A of 19.15.8.9 NMAC that haves 
been in temporarilv abandoned status for more 
than two vears or for whicha well that the

19.15.25.13 NMAC:
(1) a one well financial

operator is seeking approved temporary 
abandonment pursuant to 19.15.25.13 NMAC in

assurance in the amount of $25,000 plus $2 per 
foot of the projected depth of a proposed well or

one of the following categories:
(1) a one Welt financial

the depth of an existing well. The depth of a well assurance in the amount of $25,000 plus $2 per
is the true vertical depth for vertical and 
horizontal wells and the measured depth for

foot of the projected depth of a proposed well or 
the depth of an existing well. The depth of a well

deviated and directional wells: or
(2) a blanket plugging

is the true vertical depth for vertical and 
horizontal wells and the measured depth for

financial assurance for temporarily abandoned 
status wells in the following amounts covering all

deviated and directional wells: or
(2) a blanket plugging

oil. gas or service wells drilled, acauired or 
operated in this state bv the principal on the 
bond:

(a) $150,000 for one

financial assurance covering all wells of the 
operator subject to Subsection D of 19.15.8.9 
NMACfor temporarily abandoned status wells in 
the following amounts covering all oil, gas or

to five wells:
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lb) $300,000 for six sefvice wells drilled, acauired or operated-in this
to 10 wells;

(cY $500,000 for 11
state bv the principal on the bond:

la) $150,000 for one
to 25 wells; and to five wells;

Id) $1,000,000 for lb) $300,000 for six
more than 25 wells. to 10 wells;

Ic) $500,000 for 11
to 25 wells; and

Id) $1,000,000 for
more than 25 wells.



STATE OF NEW MEXICO
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION

In the Matter of Proposed Amendments to the 
Commission’s Rule for Permitting of Wells for 
Underground Injection by Amending Certain 
Sections of Rule 19.15.26 NMAC; Statewide

CASE No. 16078

CERTIFICATE OF COMPLIANCE WITH NOTICE REQUIREMENTS

As Clerk to the New Mexico Oil Conservation Commission, I hereby certify that notice of 
this matter has been provided as follows:

1. The Notice of Proposed Rulemaking for this Case (“Notice”) was e-mailed to the State 
Records Center and Archives and was published in the New Mexico Register on 
September 24,2018. (Attachment A)

2. A copy of the Notice was sent to the Albuquerque Journal and was published on 
October 3,2018. (Attachment ft) ’ f~C>

3. On October 9,2018, a copy of the Notice was posted on the Oil Conservation Division 
website and remained posted though the date of the public hearing.

4. On October 10,2018, a copy of the Notice was sent to the Oil Conservation Division 
field offices in Hobbs, Artesia and Aztec to be available to the public.

5. By October 10,2018, a copy of the Notice had been mailed or e-mailed to all persons on 
the Commission mailing list for rulemakings.

6. On October 10,2018, a* copy of the Notice was mailed to the New Mexico Legislative 
Council for distribution to committees.

7. On September 24,2018, a copy of the Notice was mailed to the New Mexico 
Department of Information Technology for posting on the sunshine portal.

NEW MEXICO OIL CONSERVATION COMMISSION

Florene Davidson, Commission Clerk



NOTICE OF UMTTED REHEARING IN RULEMAKING

The Slate of New Mexico through Ns Oil Conssrvalisn Ccmmis- 
sim (CommSssibn) hereby owes notice ol Iha Med rehearing 
to be field in Iha following rufemaking:

Case No. 1607B: IN THE MATTER OF PROPOSED AMEND
MENTS TO THE COMMISSION'S RULES ON FINANCIAL 
ASSURANCE AND PLUGGING AND ABANDONMENT OF 
WELLS, 19.15.2,19.15*, AND 19.1525 NMAC

Reheating. The Comrrisssan will Mulmsnse the public rehear
ing on ihe portion of ihe proposed rule amendments covering fi
nancial assurance in 19-15 8 NMAC, and, in particular, Ihe ep- 
pticahitiy d 19.15.8 NMAC to wefe that are covered try (ederal- 
w required financial assurance, at die Commission meeting al 
9:00 A.M. on November 15, 2018, r Pcrter Hall 1st Floor, 
Wonddl Chino BuMing, 1220 South Si. Francis Drive, Santa 
Fe, NewMexteo

Proposed Rule Amendments. The Oil Conservation Drvscn 
JOCOJ proposes to amend 19.15.2, 19-15.8, and 19.15.25 
NMAC to make changes concerning tnandaS assurance and 
pluggng and abandonment ol wells and related mattes. The 
preposed rule changes include: la) amending 19.15.2.7 NMAC 
to add definitions of terms used m financial assurance provi- 
sorts; (b) amending 19.158-9 NMAC to provi da for the in
crease m blanked bond amouris authorized by ihe Legislature 
and 1o change ihe amount ol single well bonds to conform to 
statutory requirement; and (c) amending 19.15.25 NMAC to 
ooofdirate approved temporary abandonment wish financial as
surance requirements and to limit the use of approved tempora
ry abandonment.

On duty 19 ar4 20, 2018,1he Commission held a hearirq cn 
the OCO's application 1o amend 19.15.2.7,19.15.8, and 19.15. 
25 NMAC and on August 20, 2018 issued Order R-14834 to 
adipi certain changes to those rules. On September 13,2D1B, 
ihe Commission, granted a linked rehearing to review ihe 
soope of Ihe financial assurance requirements of 19-15.8 
NMAC, and, in particular, Ihe applisabilly ol 19.15.8 NMAC to 
wells yrhich are covered by federal financial assurance.
Purpose of Preposed Rule Amendment. The proposed 
changes will further the goats of Ihe Oil and Gas Act by provid
ing financial assurance trial more accurately reflects the actual 
oast ol well plugg'ng, by implementing changes prcmulgaled by 
the 2018 Legislature, and by limiting the overuse of approved 
tempereay abandonment.

Legal Authority, The proposed rule amendments and rehear
ing are authorized by (he 08 and Gas Act, NMSA 1978, Sec
tions 70-2-1 ihraugh 70-2-36, and specif!caty Section 70-2-11 
(which authorizes me attoplkm ol rwfes to carry out Ihe purpos
es ol Ihe Ad and to prevent waste). Section 7D-2-12(B)(1) 
(whcti authorizes the adoption ol rules on plugging ami finan
cial assurance), and Section 70-2-14 (which requires the agen
cy to establish categories of financial assurance). The 
rulemaking proceectng, indutfng the rehearing, is governed by 
Ihe Commission's rule an rulemaking, 19.15.3 NMAC.

Written or electronic comments on Ihe portions of the pro
posed rule amendments for which the Commission granted the 
rehearira may be hand delvered or mafied to the Commission 
dark, FI ere re Davidson, 3rd Hocn 1220 South $L Francis 
Drive, Santa Fe. 13d 67505, or e-mailed to florene.davMson 
©state.nm.ua. Written or electronic comments shall be Med 
to ihe scope of Ihe rehearing. AS written or efeelrcnie comment 
must be receded by ihe Commission Clerk, no later than SrOO A 
.M. cn November 15, 2018, unless the Commission or (he 
Commission Chair extends this deadline.

I

Persons intending to submit proposed modifications to 
the proposed rule amendment to 19.15.8 NMAC that are 
the sublet of the rehearing, present technical testimony 
al the rehearing, or cross-examine witnesses must file sue 
copies ot a Pre-frearirg Statement conforming to the require
ments «4 Sdbseclion B cf 19.15.3.11 NMAC, ro later lhan 5*0 
PM on November 1,2018. Pre-heaifrtg Statements must be 
hand deferred, mafiecL or e-mailed to the Commission Clerk al 
(he above address.

Any person who has n« submitted a pre-hearing statement 
may present non-technlcal testimony or make an unsworn 
statement at the rehearing. Mon-technical testimony or 
unsworn statements shall belimilcd to the scope of the rehear
ing. A person may also offer exhibits wflh the testimony so long 
as Ihe exhfcits are relevant to die soope of the rehearing and 
do net unduly repeal the testimony. Any person who wishes to 
present non-technical testimony should indicate his or her in
tern on a sagmin sheet at the hearing. A perewi who (estates ai 
the rehearing is subject to cross-examination by the commis
sioners, commission counsel, or a parly on the subject matter 
of Ihe person's dired testimony.

Attachment
A
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Irani Commission CSartq Florene Davidson al (5M) 470-345S or 
can be viewed on the Rules page at the Oil Conservation Divi
sion's wabsile at http;;/wvnv.emnrd,slate.nm.usrocd, or al Oil 
Conservation Division offices lit Santa Fe, Hobbs, Artesia, er 
A2tec. Information on Ihe summary and purpose of the pro
posed rub, Ihe legal authority toe Ihe proposed rule, and Ihe or
der granting the reseating is also available at the Rubs page.

Technical telotmllon lhat scried as a baste for the proposed 
rute amendments includes-:

OCD Well Plugging Costs FV2014 FY2TJ13 (spreadsheet)

Tnese materials can to viewed on the Rites page.

IF you ate an individual with a disability whs needs a reader, 
amplifier, qualified sign language interpreter, cr any olher term 
of auxiliary aid or sendee to attend or participate in the hearing, 
please contact Ms. Davidson at f5C<5) 476-3458 cr through the 
New Mexico Relay Network a1 l-edO-659-1779 by Nov embed, 
2018. Public stocumerts can be provided in various ascessfcle 
terms. Phase contact Ms. Darvidson If a summary or olhor typo 
of wcessfele form fe needed- A party who plans to use pro;ec- 
licn equ'pment al a hearing must ecnlacl Ite. Davidson seven 
business days prise to the hearing requesting the use of the 
prcjeclion equipment. Wireless telernel fe available; however, 
the person requesting to use ll» wireless ewmeetion must pro
vide a laptop computer.

Given under the Seal ol the State c< New Mexico Oil Ccnscrva- 
fcn Ccmmissten at Santa Fe, New Mecw on this 28ih day of 
September, 2018.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

Heather Ritey
Char, Oil Conservation Commtesicn 

JsurnaJ: October 3,2018
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