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The House Business and bmployment Commlttee amendment to' Hotise Bill 383 mcorporates
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Oil Conservation DlVlSIOn (OCD) of ENMRD cxp]ams the exrstmg statutory and 1egulatory
framework applroable 16 financial .assurance provrded by bpératdrs 'of Active and-aBandonéd -
wells:
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An operator is required to furnish {inancial assurance in the form of an irrevocable letter
- +.of creditior cash_;or surety, bond:to thexState of NewMexico to;assugejhat a well.or,wells
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be pJTugged and abdndoned and the loeatton be restored m eomplranee wrth OCD rules
: rPrtor to- dul]mg the wel] ‘the’. operator jmay post a srngle wel] ﬁna!ncr‘%tl assutance ora,

s 'blanket ﬁnanetal asstirance that'e eovers multtple wells. OCD rules provide a formula fora .
smgle well bond, whtle statute caps the blanket f"naneta] assurance at $50 thousand See '
.. - -Section 70-2- l4~uNMSA 1978. - R T - '
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In addition to the initial bond, an operator is currently required to !f;urntsh Q‘lanigtal
assurance for wells that are in a temporarily abandoned (TA) sfatis and have not
produced for a period of two years. While the current Seetton 70}‘2 14?a]lows the agencx
to require a separate bond for each TA well, the OCC rulds mandate ‘such f'tnancral
assufance, 19.10.8.9(C) NMAC. HB 383 will incorporate the mandatory requrrement for
one-well bonds into the Act but also allow the option of blanket fnaneral assuranp’%r{or
TA wells. B 7
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Inactive wells pose greater threats to the environment and water supply if not properly
maintained, and also run a greater risk of abandonment by insolvent entities. . OCQ ;r;uqlf,:s
therefore place greater obligations on inactive wells, including requiring the operator 1o
demonstrate that the wells are mechanically sound by testlng them at, leagt every, 3, years
and the requrrement for increased financial assurance. Theieased amounts for blanket

gbonds in CS/HB 383 are, con31stent wrth thls practtce

OCD explains the reason for these controls and the efl'ect
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produetton for VATIOUS Teasors m‘eludmg drops in commodtty prices. Large companics
that hold a significant number of wells may be moving any number of wells{m angi out. of
productlon at times. Having the option of a large blanket borid will-allow {he' companies
" the ﬂexrbtlrty to change the .status of wells without constant]y havmg 0 add Lor release
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A% 6 the parttcu]ars of the" provrsrons of CS/HB 383, OCD points ol.lt ﬁitg dis ’Eo ne't Wl‘llch 1s
addressed in its suggested amendment below: s ’
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CS/HB 383 provides for increased blanket bonds for TA “Wells. “Since OCD rulés
establish $50,000 as the current amount for a blanket bond (19.10.8.9 (D) NMAC), the
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TA blanket bonds would need to be greater than $50,000. However, earlier in Section

70-2-14 (and in Section 70-2-12(B)(1)), $50,000 is established as the maximum amount
for a blanket bond.

SLO also supports clearer language increasing blanket plugging financial assurance amounts
(such as in the original bill), which would serve to better protect the Trust Lands under its
jurisdictions from having abandoned wells on them.

While the original bill set statutory limits, authorizing OCD to sct amounts by regulation (as in
the proposed amendment) may provide greater flexibility by allowing adjustments over time
without requiring legisiative action to amend the statute.

ADMINISTRATIVE IMPLICATIONS

OCD comments that this bill may reduce its administrative burden somewhat when blanket
bonds replace numerous individual bonds, although there will be some increased burden initially
to establish the program and make any necessary rule changes.

DUPLICATION

CS/SB 442 duplicates this bill.

WHAT WILL BE THE CONSEQUENCES OF NOT ENACTING THIS BILL?

OCD reports that it (and the Oil Conservation Commission) will continue to address the dangers
posed by unplugged, inactive wells thraugh its existing regulatory structure that requires single
well bonds. . ;
AMENDMENTS

OCD suggests inserting this language at page 2, line 9:

After “(850,000)”, insert: “except for blanket plugging financial assurance for temporarily

abandoned status wells which shall be set by rule at amounts greater than fifty thousand dollars
($50,000),”
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