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• Mr. Alexander admitted the financial assurance rules will affect every operator.

• If the new rules are put in place, there will be small and medium operators that will 
forfeit any existing bonds and not be able to provide larger ones. 

• OCD may grow their orphan well problem as a result.

• Mr. Alexander admitted “speculation” was confusing, and the new rules needed to 
be interpreted. 

• Amplifies confusion and perceived risk in the surety underwriting process.

WELC Technical Expert Thomas Alexander
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• When the Commission was questioning Mr. Purvis, there were some answers he 
gave that were wrong.

• Collateral is taken by a surety even if the principal is a good risk. 

• Purvis linked collateral with the principal being a poor risk. That is wrong.

• Mr. Purvis also told the Commission that bonds were written for one year. That 
is wrong for a lot of bonds, including the New Mexico OCD Bond which is non-
cancelable.

• Purvis may have been thinking of annual premiums. 

• Annual premiums are charged even on non-cancelable bonds.

WELC Technical Expert Dwayne Purvis
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• Mr. Morgan represented that he is both a legal expert and a financial assurance expert – but 
through cross-examination, he was forced to reveal that he has never worked for a surety, has no 
surety experience, and has never issued a bond.

• Mr. Morgan compared New Mexico to how the increase in financial assurance affected Texas, but 
he did not compare the forms. 

• Texas’ bond is cancelable and is an annual bond. 

• Texas is a less hazardous bond to write. 

• Mr. Morgan’s statement during Commissioner questioning that “prudent operators will be 
rewarded by sureties with good terms” is wrong.

• Mr. Morgan said the State of New Mexico spent $15,000,000 plugging 193 wells. That works out to 
$77,720 per well P&A cost to OCD.

• That does not align with the $163,000 plugging cost to OCD relied upon for the $150,000 single well 
financial assurance requirement.

WELC Legal Expert Peter Morgan
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• I agree with Mr. Peltz that financial assurance should be risk-based.

• If the “high-risk” operator portfolio category and threshold are adopted, OCD should 
have discretion to waive the single well financial assurance requirements for all 
wells regardless of status or type.

• Mr. Peltz admitted under the rules as currently proposed (19.15.8.9(D)(3) NMAC), there is 
no ability for OCD to waive the requirement all wells be secured by $150K worth of 
assurance where an operator has 15% or more marginal or inactive wells (i.e., high risk 
portfolio).

• At a minimum, I think the 15% threshold should be increased, as Mr. Peltz indicated 
would be reasonable if clear limitations are established.

WELC Subject-Matter Expert Adam Peltz
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• My overarching concern is that WELC and OCD mindsets appear to desire to 
eliminate the small operator who they view as the perpetrator of New Mexico’s 
orphan well problem, but without proof of the same.

• The unasked question about these rules is, if the current OCD couldn’t keep orphan 
wells from occurring, what makes them think the new rules will? 

• They will not be able to staff up the personnel easily. 

• Phone calls, emails and letters about these new rules will drive OCD crazy.

Other Concerns with Applicants’ Testimony
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In Response to the Testimony of
OCD Environmental Bureau Chief 
Rosa Romero
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• Ms. Romero confirmed that remediation and reclamation costs are not included 
under the financial assurance authorized under the New Mexico Oil and Gas Act at 
issue here.

• The remediation examples provided by Ms. Romero are also not instructive here 
because it is unknown what financial assurance was in place on the wells she 
discussed.

• She also admitted the remediation and reclamation costs she reported represent 
such a small sample size that they cannot be used to determine what the average 
cost would be or to perform any statistical analyses.

• Similarly that program just started in 2023.

Romero Examples Not Instructive or Useful 
for this P&A Financial Assurance Rulemaking
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Who oversees OCD Environmental and Engineering Division

In Response to the Testimony of
OCD Deputy Director 
Brandon Powell 
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• Whether any bonds have been forfeited since 2018 is an issue in dispute.

• If not, this may endanger some operators and possibly force them out of 
business.

• Could be considered a governmental attack on its constituency.

• These rules shouldn’t be changed until the State of New Mexico knows 
what forfeiture of the bonds would generate.

• If $250K blanket bonds are not worth forfeiting, then how are $150K single well bonds not 
going to encounter the same problem?

Major Concerns Regarding Forfeiture
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• OCD would be irresponsible in doing a deep dive analysis of 
operators.

• The financial assurance rules cover the state, and the surety 
underwriters will have to perform that same analysis before 
providing the bond to the operator.

Major Concerns Regarding Operator Analysis
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In Response to the Testimony of
SLO Director of Oil, Gas, 
and Minerals Leasing
Allison Marks
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• SLO discussed the use of OCD bond proceeds.

• That would happen only when OCD received funds from the 
surety.  

• No surety will pay the SLO on an OCD bond.  

• The Surety will only pay the OCD.  

• The OCD is the obligee on the bond and is the only entity that the 
surety will pay.

Clarification on SLO Use of OCD Bond Proceeds
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Non-Cancelable Bonds vs. 
Cancelable Bonds
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• “Non-cancelable” means there is no cancellation provision in the 
bond

• The surety cannot cancel the bond once issued, even if the 
regulatory environment and risk change

• Unless a replacement non-cancelable bond is on file

• Inherently riskier bonds to write 

• Surety performs deeper financial vs. than for a cancelable bond

“Non-Cancelable” Bond
Means Surety Cannot Cancel
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Oklahoma Well Drillers 
Bond Form is Cancelable
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Louisiana Well Drilling Bond 
Form is Cancelable
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Texas P-5 Bond is Cancelable
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New Mexico OCD Bond Forms are Non-
Cancelable (no cancellation provision)
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Federal Offshore Bond Forms are Non-
Cancelable (no cancellation provision)
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W&T as a Case Study for How FA 
Increases Targeting Small Operators 
Will Result in Collateral Increases for 
Existing and New Bonds, Where Non-
Cancelable Assurance is Required
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• Case study for non-cancelable financial assurance 
• This case is used to substantiate the effects I anticipate will happen 

here due to NM’s use of non-cancelable bonds
• Proves collateral and premiums could be increased by sureties as a result 

of a financial assurance overhaul and increases
• Proves existing bonds will be affected in addition to new bonds
• Proves that for existing non-cancelable bonds, sureties can strategically 

demand unreasonable increases of collateral to escape hostile and/or 
risky regulatory markets

W&T Case Study for Non-Cancelable Assurance
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• Both New Mexico and federal offshore bonds are “non-cancelable” 
because they cannot be released by the surety until the full terms of 
the lease/grant/permit obligations are met (or replacement non-
cancelable assurance provided), including all P&A requirements

• Regulations reflect the non-cancelable bond form
• New Mexico regulator overseeing both financial assurance and P&A is the Oil 

Conservation Division (OCD)
• Federal offshore regulator overseeing financial assurance is the Bureau of Ocean Energy 

Management (BOEM)
• Federal offshore regulator overseeing P&A is the Bureau of Safety and Environmental 

Enforcement (BSEE)

Federal Offshore Uses Non-Cancelable Bond 
Form Just like NM and Regulations Reflect
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OCD FA Release Regulation 
19.15.8.12  NMAC

“A. The division shall release a financial assurance 
document upon the operator’s or surety’s written 

request if all wells drilled or acquired under that 
financial assurance have been plugged and 

abandoned . . .”

NM Regulatory Regime Complements the Non-
Cancelable Bond Form
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BSEE Decommissioning Regulation
30 CFR § 250.1710

BOEM FA Release Regulation 
30 CFR § 556.906(d)

Lessees “must permanently 
plug all wells on a lease within 

1 year after the lease 
terminates.”

“(d) BOEM will cancel the financial assurance for your lease or 
grant, and the Regional Director will return any pledged financial 
assurance, as shown in the following table:

(1) Financial assurance submitted under . . . (i) 7 years after the 
lease or grant expires or is terminated, 6 years after the 
Regional Director determines that you have completed all 
covered obligations, . . . 

(2) Financial assurance submitted under . . . (i) When the lease or 
grant expires or is terminated and the Regional Director 
determines you have met your covered obligations, . . . 

(3) Third-party Guarantee . . . (i) When the Regional Director 
determines you have met your obligations secured by the 
guarantee . . .”

Federal Offshore Regulatory Regime 
Complements the Non-Cancelable Bond Form
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Complaint
Emerick Rebuttal Appx. B

Received by OCD: 10/28/2025 27 of 33



W&T Claims Against Lexon and 
Endurance Remain Pending
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• Lexon cites to the deterioration of W&T's financial 
status, but at the same time mentions other 
contributing factors, including: 

• Industry-wide situations such as court rulings 
(unspecified)

• Industry losses (no industry specified)

• Reinsurance considerations

• Financial deterioration alone may force a surety to 
ask for increased collateral, but other factors 
cause sureties to change their approach to 
writing hazardous bonds – which Lexon 
concedes here

• One of many motions which led to unsuccessful 
mediation

Morgan Demonstrative Exhibit Cited Lexon’s 
Motion to Dismiss Yet to Be Ruled On 

Doc. 57 PACER
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W&T Form 8-K Legal Disclosures Confirms 
Settlement with Only 2 Sureties: USSIC and PHLY

Does not include Lexon
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Jury Trial Scheduled Feb. 22, 2027
Doc. 162 on PACER
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W&T v. Lexon Jury Trial Scheduled Feb. 22, 2027
Doc. 164 on PACER
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Miguel Suazo | Shareholder
Santa Fe, New Mexico 
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