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""" STATEMENT OF THE CASE '

The 011 Conservat1on D1v1s1on (D1V1s1on) ﬁled an appl1catlon on March 28 2018 proposing

_amendments to the rules concerning operator financial assurance and related matters amendmg

1 .

- ASSURANCE AND PLUGGING AND ABANDONMENT OF WELLS, 19.152, 19.158,
- AND19.15.25 NMAC. D o

'Energy, Minerals and Natural Resources R



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 amrd gas operators comply with the financial assurance
requirements of 19.15.8 NMAC.

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




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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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: [Enere
Divisien] Qil 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 Qil 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 [EINANCIAL-ASSURANCE EOR-WELL-PLUGGING] CATEGORIES AND AMOUNTS
OF FINANCIAL ASSURANCE FOR WELL PLUGGING:

A. Applicability. [A-persor] An operator who has drilled or acquired, is drilling or proposes to drill
or acquire an oil, gas or injection or other service well [enprivately-owned-orstate-ewnedJands] 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
[divisien] 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.

on

16.15.8 NMAC 1
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19.15.8.9 [FI-NANGLAL—ASSURANGE—FOR
WELL—P-I:UGG!NG] CATEGORIES AND AMOUNTS
OF FINANCIAL ASSURANCE FOR WELL

PLUGGING

- 'A. A person who has drllled or

state shaII furnish a fmanccal assurance ﬁ ’
 acceptable to the division in the form of an

_ |rrevocable letter of credlt plugglng insurance

: restored and remed»ated in compllance wnth

division rules.

" B. A financial assurance shall be

condltloned for well pluggmg and abandonment_
and location restoration and remediation onIy, -

| and not to secure payment for damages to -
- Ilvestock range, crops or tangible |mprovements

or any other purpose.

: 191589 o

C.. - The division accepts the followmg :

WELLRLUGGING] CATEGORIES AND AMOUNTS

OF FINANCIAL ASSURANCE FOR WELL
;m

Aﬁe#sen An ogerator who has -
drilled or acqu;red is drlllmg or proposes to drill

or acqulre an oil, gas or injection or other servnce

within this state shall furnish a fmancral

' _assurance acceptable to the division m

msurance -policy, or cash or surety bond running 3

:to the state of New Mexico conditioned that the
‘well be plugged and abandoned and the location
restored and remediated in compliance with
commission divisien rules, unless the Well 'is
.covered by federallv required financial assurance.
i‘ B..  Afinancial assurance shall be
conditioned for well pluggmg and abandonment

fand Iocatlon restoration and remediation onIy,

| and not to secure payment:-for damages to

livestock, range, crops or tanglble lmprovements
or any other purpose.
C. Active wells. An operator shaII _

: ategorles of financial assurance for wells tha

are not required to provide financial assurance

provrde financial assurance for wells that are

covered by Subsection.A of 19.15.8.9 NMAC and

under Subsectlon D of 19.15. 8. 9 NMAC:
' (1) _ ”a one well financial -

assurance in the amount of $25,000 plus $2. per
foot of the pro;ected depth of a proposed well or

that are not sub;ect to Subsectlon D of 19 15 8.9

the depth of an existing well. The depth ofa well

'is the true vertical depth for vertical and
horizontal wells and the measured depth for
devuated and dlrectronal wells or .

. (2) ... ablanket plugging
financial assurance in the following amounts
covering aII oil, gas or service wells drilled,

acgulred or operated in this state by the grmcngal
on the bond ‘

B ¢ § | a one well financial
assurance in the amount of §25,000 plus §2 ge
foot of the projected depth of a proposed well or .
the depth of an: existing well. The depth of a weII
is the true vertical depth for vertical and .~
horizontal wells and the measured depth for
devuated and directional wells; or"

: {2) a blanket plugg_g

(a) SSO;OOO for one:

to 10 weIIsI """ P - ?fmancnal assurance in the following amounts
SRR - {b) $75,000 for 11 to | covering all wells of the operator subject to _
50 wells Subsectnon Cof 19 15 8 9 NMACeH—eas—er—seree




more than 100 weIIs
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‘to:’100WeIIs;andf i S
o d) - $250,000’fo'r

-$125,000 for 51 - |-

B8) In determmmg the = .-

amount of the blanket plugging financial "

assurance, if an operator can demonstrate that lt

| has federal wells that move operator into a-

‘higher tier under Paragraph (2) of Subsectlon C of

5 to 100 weIIs and

(c) $125 000 for 51

[ 19.15. 8 9 NMAC the leISIon shall’ reduce the

(d)ﬁl » ;-szso,ooo for ]

more than 100 weIIs

tatewnde blanket bondI provided that the
amount of the blanket plugging financial

| assurance cannot. be less than the amount -

'reqmred for the total number of the operator’s

state and pnvate wells,

'D.._ . - An operator shall provide

| financial assurance with one of the followmg

D. Inactive wells An operator shall

'provnde financial assurance. Mth—eneef—the

‘categories for a well that has been in temporanlv

followingcategoriesfora wells that are covered

abandoned status for more than two years or for -

by Subsection A of 19.15.8.9 NMAC that haves

a well that the operator is seeking aDDroved
temporary abandonment pursuant to o
19:15. 25 13 NMAC o
(1) a one well fmanCIaI

| assurance in the amount of §25,000 plus $2 per |

foot of the Qr0|ected depth of a proposed well or

~ |-been in temporarily abandoned status for more

than two vears or for whncha—wel-i—that the

_abandonment pursuant:to 19 15. 25 13 NMAC in
| one of the followmg categones

(1) aone well 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 -

deviated and directional wells; or
. (2) a blanket plugging
financial assurance for temporarily abandoned

foot of the projected depth of a proposed well or
the depth of an existing well. The depth of a weII
is the true vertical depth for vertical and
horizontal wells and. the measured depth for
deviated and directional wells; or

status wells in the followmg amounts covenng all

{2) a blanket plu_gg_g

oil, gas or service wells anIed acqusred or

operated in: this state by the grmcmal on th
bond S Do

@ i stso,ooo for one

financial assurance covering all wells of the.

operator subject to Subsection D of 19.15.8.9 -
NMACﬁer—temperaﬂhLabandeaed—st-atus—weHHn

to five wells; .

thefollowingameuntscovering-all-eil-gas or

B L f3) $50J‘000for~one'

f'tof-i'O:weIIs; o L
(b) $75000for11to_ R

50weIIs SRR Lo
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| to20wels

| morethan 25 wells. -~ *

..... |

~ Ilfr;.’ . | |
__ (a)  $150,000forone

to 25 wells; and

R - | to five wells;
(d)  $1,000,000 for- o

(b3

00,000 for s'i)g' 1

tol0wells; .00

] o ass

00,000 fori1

- (d) _: $1,000,000 for -
| morethan25 wells. o o




STATE OF NEW MEXICO

ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT AR

OIL CONSERVATION COMMISSION

S “In the Matter of Proposed Amendments to the

Commission’s Rule for Permitting of Wells for -

| EjUnderground Injection by Amending Certain S
'Se'Ctions of Rule 19.15.26 NMAC Statewnde o

. ”2 A copy of the N otlce was sent to the Albuquerque Journal and was pubhshed on. 3

L October 3 2018. (A.t.taehment'B')- FD

’ '3 On October 9, 2018 a copy of the N otice was posted on the Oil Conservatlon Dmsnon

= websnte and remained posted though the date of the pubhc hearlng S :

4. On October 10 2018 a copy. of the Notlce was sent’ to the oil Conservatlon D1v1s1on :
L field offices in Hobbs, Artesia and Aztec to be avallable to the public. _ D

6. On October 10 2018, & copy of the Notlce was malled to the New Mexnco Leglslatlve L i1
Council for dlstrlbutlon to commlttees IR o o :

Pl

Department of Informatlon Technology for posting on the sunshme portal

NEW VMEXI_CO OIL CONSERVATION COMMISSION

Florene Davxdson, Commnssnon Clerk

| CASE No. 16078 o

- .,5 By October 10, 2018 a copy of the Notlce had been malled or e- malled to all persons on S
-+ the Commnssnon malhng list for rulemaklngs . .
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HOTICE OF LIMITED REHEARING IN RULEMAKING

The State of New Mexico through its il Corservation Commis-
an {'Cfmmisﬁon] harabry i’;fes nedice ¢f the limited rehearing
fo be held in the foliowing nulemaking:

Case No. 16078: N THE MATTER OF PROPOSED AMEND-

ASSURANCE AND PLUGGING AND ABANDONMENT OF
\VELLS, 19.15.2, 19.15.8, AND 19,15.25 NMAC

Rehearing. The Commission will cammence the public rehear-
ing on the'portion of 1he proposed rle amerdments covesing f-
nancizl assurance in 19.15.8 NMAG, and, in parficular, {te ep-
hoabitty of 19.15.8 HWAG to walls that are covered by fadaral-
required financia! assurarce, &t the Commission meeting &t
00 AM. gn Npwsmbar 15, 2018, in Peeter Hall, 1st Flaor,
Werdell Chino Bulding, 1220 South &t Francls Drive, Santa
Fe, New Mexico.

Proposed Rube Amendments, The Oil Corservation Divion
L D) proposes to amend 19152, 19158, and 19.15.25

MAC In make changes conceming Enancial assurance and
pleggng and atardonment of wells ard related maiters. The
prepeead rule changes mdu:ua} amefmlg? 19.15.2.7 KMAC
to add gafinficns of terms wsed in financial assurance pravi-
siors; () amending 19.1589 NMAC to providz far he in-
2252 m blanka! bond amaurts authaezed by the Legislature
and 1o changz the amount of single well bands to conform to
slajubary requiremenls; and {¢} amending 13.15.25 NMAC to
cnordirala agproved tamparary abandonmient with fnanclal as-
surence requrements and to ¥mit the vse of eppraved terpora-
ry abarigoniant.

On July 19 and 20, 2019, the Ceenmission held a hedrirg ta
tha OCO's applcation 1o amend 19.15.2.7, 18158, and 13.15.
25 BMAC and on Avqust 20, 2018 issued Order R-14834 o
atkpl cerain changes to thaze rles. On Seplernber 13, 2018,
the Comeission, granted a limted rehedring to roview the
oxpe of ke fingneizl 8ssurente requirements of 19.15.8
KMAC, and, & particular, he applicabilly of 19.15.8 KMAC o
wells which are covered by federal financial assurance,

Fuptes of Progosed Rule Amendmenls.  The propresd
changes will further tha goals of the Of and Gas Act by provid-
m%t ﬂg?naﬁl ?ssu‘rancz! ‘ailmure gowram:ely reflesis tl:ge g:gugl T
ozst of well plugging, by irplemanting changas preerulgated by
the 2018 Legiﬁmre. mmdm%/ Iim’t‘ng the ovesuse of approved
femparary abandonmant.

Legal Authority, The Eﬂ: csed rule amendments and rehear-
ing ere authohzed by the OF and Gas Act, NMSA 1978, See-
tiins 7021 through 70-2:38, and s[pecmcaly Section 702+11
{which authonizes the adoplion of rules Yo cany ol the fugos
s of the Ac and to pravent wasle), Seclion 7D-2- 2% j1)
{which authorizes the adoption of rufes an plugging ard inan
cial assurance). and Secon 70-2-14 (which requires the agen-
¢y to establish catepories of financial assiranea). Thae
ryiemeking proceeding, induding the rehearng, is govemed by
the Comenission's rule an rulemaking. 19.15.3 AMAC.

Written or électronic comments ca the palicas of lbgdpm-
posed rule amendmants for which the Commission granted the

rehearing may be hand defvered or maied to the Comanission

Clark, Florare Davidzan, 3rd Bote, 1220 South St Framsis R

Drive, Santa Fe, K 87505, or e-aled to florene.davidson ¢ s
@state.nm.uz. Viitten or electroric commerds shall be Gmited

fo the scoge of the rehearing. Al vitien or elaclronic eomment

must be receved by the Commissicn Clerk no fater than 00 A

ML ca Novembar 15, 2018, ynless {he Commission or the

Commision Chalr extends this Seadline.

Persons infending fo submit proposed madifications 1o
the proposed rule amendments 1o 19.15.8 NMAC that are
the subject of the rehearing, presen! fechnical lestimony
a the rehaaring, or cross-axamine wilnessas musl Mo six
oopies of a Pre-iearing Statement conforming 1o the reguire-
ments of Subseclion B ¢f 19.15.3.11 NMAG, no Ia%er fhan 500
PM, on November 1, 2018. Pre-hearing Statements must be
hand delvered, mafled, or e-mailed to 1he Commission Clerk &1
fhe abave addrass.

Any person who hes nod submited & pre-hearing statermert
may presant nontechnical testimony O make an unswomn . v e
SmavarnStsnigis il be e s oo o e b | '
unsmdnn ents s i stopa of the rehear-
ing. A persan may also offer exhibits with e testmony.so lon . o : Attachmen
a5 {he exhibiits e relevent bo the scope of the rehearing an
do nek urdully rapaat the tastimony. Any person who wishas o A :
resert norHechrical testimony shoukd indicate bis or her in-
00 a sigrHn sheed at the hewring. A parson who testiies o
the rehearing is subject to cross-examination by the commis-
Sners, comimission counsed, or & party on the subject matter
of tha persan's direc! lastimony.

T Beal¥ bk nf S A eedn n Armmrbe fov aisailabhl
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< n-t:;ruu AEAR W IUE PAIVEPUIGT TUIT QIURIMLNETILG 13 Qa0
e fram Cammission Clark, Flarens Davidson al {505) 476-3458 or
can te viewed on Ike Rules page at the O Conservaticn Divi-
son'’s wiehsils a1 htip:f'wwiv.emnrd statanm.usfoed, or at OF
Caonservalicn Division offices In Santa Fe, Hobbs, Artesia, er
Aztec. Information gn e summary end pgxsﬂ of the pro-
posad ik, the lenal authorty for the: ggpos tule, and tha ¢e-
der granting the rehearing Is also available at the Rules page.

Technlcal Information that sored as a basis for the prepesed
ke amendmands inckidas:

OCD Well Pugging Costs FY2014-FY2048 (spreadshest)
Tnese mratarals can te viowed oa the Rulas page.

I you ara an individual with a disabitily who naeds a rasder,
amplifier, qualified sign farguage intorpeeler, or any other krm
of euxiliary & or service fo stterd or parlicipate in'the hearing,
Emse contact Me. Davidson at [505%476‘3458 o through tha

few Wevico Relay Network at 1-800-659-1779 by Novermber 1,
2018, Public dacumenls can be provided in vasious accesstle
forms. Plaase eonlact Ms. Davidzon If a summary of othar tyge
of socesshle form ks needzd. A parly wha plans t yse )
tion equpment a1 a hearing musl eontact Ms. Davidzan seven
business days prior to the hearin? requestng the use of the
prejeclion equipment. Wirgless mieme & evailehls; howeves,
tha parson raguesting lo use Iha witeless coanachon mmust pro-
vije a laplop computer,

Given under the Scal of the Sate of New Mexico O Conserva-
ficn Commission at Santa Fe, Mew Mesico on this 26th day of
Seplamber, 2018,

$TATE OF NEW MEXICO
QIL CONSERVATION COMMISSION

Haaftar Rilay ) .
Char, Oil Conservaion Commissicn

Jeurnat Ocicber 3, 2018
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