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STATEMENT OF THE CASE

This case involves a petition by the Oil Conservation Division (“the Division”) to amend
19.15.2, 19.15.8, and 19.15.25 NMAC. On August 20, 2018, the Commission issued Order No.
R-14834 adopting certain changes to those rules. One of those changes provides that “if the
number of federal wells held by an operator causes the operator to move into a higher tier under
19.15.8.9 (C)(2) NMAC, then the state blanket bond can be reduced by the amount of the federal
statewide blanket bond.” Order No. R-14834 at 5, § 21.

Interested party Larry Marker filed an Application for Rehearing addressing several issues,
including the Commission’s inclusion of federal wells in the calculation of the total number of
wells to be considered for purposes of determining the appropriate tier for a blanket bond. In its
Order No. R-14834-A, the Commission granted rehearing limited to the applicability of 19.15.8
NMAC to wells that are covered by federal financial assurance, and ordered the Division to
propose amendments to 19.5.8.9 that address that issue. On October 5, 2018, the Division filed an
Amended Application that includes proposed rule amendments that would exclude federal wells
from consideration of the appropriate tier for a blanket bond.

IPANM fully supports the amendments proposed by the Division. In the new rule adopted
by the Commission, there is a conflict between the definition in 19.5.8.9(A) of wells subject to the
financial assurance requirements, which does not include federal wells, and the inclusion of federal
wells in the calculation of the appropriate tier for blanket bonding financial assurance in 19.5.8.9
(C)(2). The Division’s proposed rule eliminates that conflict by expressly excluding wells covered
by federally-required financial assurance in 19.15.8.9(A).

More importantly, the Division’s proposed rule eliminates the presumably unintended
result of an operator with one or more federal wells potentially being pushed into a higher tier

while only getting credit for a $25,000 federal blanket bond. That result would be inequitable for
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two reasons. First, the BLM has required some IPANM members to post plugging bonds that
exceed the $25,000 blanket bond amount. Second, an IPANM member with a total of 51 wells
that includes one federal well would be in the $125,000 blanket bond tier while only getting a
$25,000 credit for a federal blanke;c bond, an anomalous result that would in effect create a new
$100,000 tier and would increase the operator’s blanket bond amount based on a well that is not
included in 19.15.8.9(A).
PROPOSED EVIDENCE
IPANM will not call any witnesses or introduce any documentary evidence.
PROCEDURAL MATTERS

IPANM is not aware of any procedural matters to be resolved prior to the hearing.
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