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MEMORANDUM 

TO: NEW MEXICO OPERATORS 

FROM: R. L. STAMETS, DIRECTOR 

SUBJECT: PROPOSED CASH BOND RULES 

Because of industry d i f f i c u l t i e s i n obtaining surety bonds, the Division 
proposed to the 37th Legislature that cash bonds be accepted. The 
legislature subsequently passed House B i l l 223, to be codified at 
Section 70-2-14 NMSA (1978) which provides for the acceptance of surety 
or cash bonds by the Division. We have scheduled a hearing on A p r i l 30, 
1986 to consider a revision of Rule 101, rela t i n g to bonds. The pro­
posed rules would provide for posting of a cash bond upon a showing 
that the operator i s unable to obtain a surety bond. The proposed 
language to be added to Rule 101 is shown on the reverse side of this 
memo. 

The Division hopes to develop a system whereby an operator can place 
the desired bond amount i n a bank account of some type, which would 
avoid the necessity of the Division handling and accounting for large 
sums of money. I f you have any ideas or suggestions regarding the 
rule, please attend the hearing or contact Jeff Taylor at 827-5805. 

A p r i l 7, 1986 



RULE 101. PLUGGING BOND 

(n) Any person, f i r m , corporation, or association who has d r i l l e d or acquired, 
is d r i l l i n g , or proposes to d r i l l or acquire any o i l , gas, or service well on 
p r i v a t e l y owned or state owned lands w i t h i n t h i s state s h a l l f u r n i s h to the D i v i s i o n , 
and obtain approval thereof, a surety bond running to the State of New Mexico, i n a 
form prescribed by the D i v i s i o n , and conditioned that the well be plugged and 
abandoned i n compliance with the rules and regulations 0f the D i v i s i o n . Such bond may 
be n one-we 1 I i>lugging bond or a blanket plugging liond. A l l bonds shall be executod 
by a responsible surety company authorized to do business i n the State of New Mexico. 

Additional language proposed for D i v i s i o n Rule 101.(a). 

Upon a showing by an operator that i t cannot acquire a surety bond_, 3_£ash_bond 
may be TTTed with the DTvTsT o n. Clish representing the " t r i l l amount of a_ bond shall be 
£-£R2£.Ll£§_ ky. t n£_ oj3jija_tor ~Tn an IrTterest-bearing account i n a State or 
Federa 1 ly-Tnsured ITnancial I n s t l tuTTon located wl t h i n "[the State of New Mexi_cOj such 
account "irrevocably to name the DTyrsFon asCSole o&TftrrX A dbcuiuent evFdencing the 
t^erms_and_condTtions o~T the b"ond shall be execu^jhp by arT authorized repre~scntJ^U-XiLJlI 
1'1 e_ 2 2orator ami f i l e d w i t h the D i v i s i o n and" thy depository FiTs t Ft u t Fon prFor to the 
elTectlve date of the bond. //j^u/^M-^j sr-£u~t&/ 

The D i v i s i o n from time to time sha_n be au thor i zed i t o d i r e c t nny accrued i n t e r e s t 
over aiid"~a5ove "the face amount oT tiie 5ond" to 5e paid" t? tHe operutor. 

Upon f a i l u r e of the operator to. properly p^UgM apji ibandcji(.(lhe^we 1 1 covered bj£ the 
2£B£-i the D l v l sion "shaFf give notice o; i t s i n n ! n r T W W T m s a i ( l bond. l f ~ t h e 
operaTor objects to such f o r f e i t u r e , a hearing sKall bej held to determine whether the 
°E£££*or has f a i l e d to abide by tiie provisions of the;bond. Such hearing may be 
consolidated with the hej_r_ing on the issue of whether the well shall be plugged. I f , 
at tl i e lie a r i ng_,__i t Fs~ JetermFne d that the op er a tor hag FaTl ed t_o_g_l_ug the_ J.VJL'J_JL5 
provlclecl f o r ' in the _bond condTTTons, the DTvi sTon shaljT l i q u i d a t e the account and 
place the proceeds~ln tHtT Oil~an5 Gas Reclamation Fun5. 

NOTE: THE DIVISION IS CONSIDERING ALLOWING ONE-WELL CAJH BONDS ONLY. 


