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Department of Conservation and Energy
Office of the Secretary
New Financial Security Option for Oil and Gas Wells with Requirements (LAC 43:XIX.104)
Pursuant to R.S. 49:962 (A)(1)(a) this Emergency Rule is now adopted and promulgated by the Secretary of the Department of Conservation and Energy (“Department”) as being necessary to avoid imminent peril to the public health, safety and welfare of the people of the State of Louisiana, as well as the environment generally, by amending and providing additional options for financial security for well operators. Due to a lack of private financial security options as currently provided in regulation, a significant increase has occurred in the number of oil and gas wells without financial security to cover their plugging and site restoration costs. The failure of oil and gas well sites to be properly plugged and their sites restored leads to increased environmental risk due to: (1) oil and produced water spills; (2) leaks from disused equipment; and (3) in some cases endangerment of subsurface formations. Simultaneously, operators of these wells have become non-compliant with current regulatory requirements for financial security. In turn, based in part upon this non-compliance many operators have recently been declared orphaned with their wells becoming listed on the orphaned well list and the operators being prohibited from operating those sites. As such, orphaned oil and gas wells pose increased environmental risks. 
The primary proposed rule change is to amend LAC 43:XIX.104(B) to include as an allowed financial security option for regulated operators a certification that an operator has met requirements approved by the newly established Natural Resources Trust Authority in accordance with R.S. 36:356.1. Additionally, the proposed rule makes changes to the amended Chapter to update the names of the department, offices, and officers in accordance with several recently adopted legislative acts from the 2026 Regular Legislative Session, specifically including Act 762, Act 662, and HR 310. Finally, the proposed rule creates a definition at LAC 43:XIX.101 of “regulated financial institution” to address recent findings by the Louisiana Legislative Auditor.
The need for financial security to cover the costs of plugging and restoring oil and gas well sites has long been recognized as necessary to provide environmental protection. The Legislative Auditor’s Office has issued several reports making this point. See May 28, 2014, Oil and Gas Regulation and Orphaned Wells Office of Conservation- Department of Natural Resources; March 11, 2020, Progress Report: Regulation of Oil and Gas Wells and Management of Orphaned Wells. Office of Conservation – Department of Natural Resources; October 24, 2024, Progress Report: State Efforts to Address Orphaned Oil and Gas Wells. Office of Conservation- Department of Energy and Natural Resources; October 25, 2024, Oversight of the Louisiana Oilfield Restoration Association’s (LORA) Efforts to Address Orphaned Oil and Gas Wells. Office of Conservation- Department of Energy and Natural Resources; and June 17, 2026, Department of Conservation and Energy- Orphan Well Pilot Program. 
The Department is authorized to require financial security be established and maintained by oil and gas operators to cover these costs. See R.S. 30:4, 4.3, and 21.1. The Natural Resources Trust Authority is authorized to establish and administer “mechanisms to satisfy financial security requirements in lieu of traditional instruments, including but not limited to the collection and management of cash payments and fees from participating operators.” See R.S. 36:356.1. The department is authorized by these statutes to adopt this Emergency Rule. 
A combination of factors have led to a significant increase in oil and gas wells being out of compliance with the requirement that their wells be covered by financial security for their plugging and restoration obligations. These include, but are not limited to, financial institutions being less willing to provide traditional financial security instruments to most oil and gas operators in the state at a price that is affordable (many operators report for instance being unable to obtain financial security in the private market without paying 100 percent of the financial security amount plus collateral); a majority of operators choosing to utilize the now defunct LORA program for financial security; and greater consistency by the department in enforcing the regulatory requirement that certain inactive wells have financial security.
Simultaneously, there has been an increase in orphaned well declarations across the State. The vast majority of which are orphaned without having financial security. The current number of orphaned oil and gas wells is approximately 6,400, which is the largest number of orphaned wells ever in Louisiana’s history. The department is further aware of several non-compliant operators with significant numbers of wells that may become orphaned in the near future. Because of the increasing threat to the environment of unsecured oil and gas wells, many of which may become orphaned in the near future, there is a need to immediately provide by rule a financial security option in-lieu of traditional financial security methods. This Emergency Rule shall become effective on July 21, 2026 and shall remain in effect for a period of 180 days unless renewed or rescinded. 
The department plans to begin non-emergency rulemaking to adopt rule amendments consistent with the Emergency Rule as soon as possible in accordance with the Administrative Procedures Act. A Notice of Intent for this rule will be published in an upcoming volume of the Louisiana Register. 
Public Comments
Inquiries regarding this Emergency Rule shall be mailed to Blake Canfield, Executive Counsel, Louisiana Department of Conservation and Energy, at 617 North Third Street, 12th Floor, Baton Rouge, Louisiana 70802 or by e-mail at blake.canfield@la.gov.
Title 43
NATURAL RESOURCES
Part XIX.  Office of Permitting and Compliance—General Operations
Subpart 1.  Statewide Order No. 29-B
Chapter 1.	General Provisions
§101.	Definitions
A.	Unless the context otherwise requires, the words defined in this Section shall have the following meanings when found in this order.
* * *
Commissioner—the secretary of the department.
Department—the Department of Conservation and Energy.
* * *
[bookmark: Tempiii][bookmark: Temp]Regulated Financial Institution—are state or national banks organized under the provisions of Chapter 3 of Title 6 of the Louisiana Revised Statutes and the National Banking Act (12 U.S.C. 1, et seq.); federal credit unions organized under the Federal Credit Union Act (12 U.S.C. 1751, et seq.); reinsurance companies recognized by the U.S. Department of Treasury as admitted reinsurers; or surety companies or insurers listed on the U.S. Department of Treasury’s list of approved sureties.
* * *
AUTHORITY NOTE:	Promulgated in accordance with R.S. 30:4 et seq., R.S. 36:353 and 356.1
HISTORICAL NOTE:	Adopted by the Department of Conservation (August 1943), amended by the Department of Natural Resources, Office of Conservation, LR 951 (May 2015), LR 52:
§104.	Financial Security
A. - A.3.	...
B.	Compliance with this financial security requirement shall be provided by any of the following or a combination thereof:
1.	certificate of deposit issued in sole favor of the Department of Conservation and Energy in a form prescribed by the Department from a Regulated Financial Institution acceptable to the Department. A certificate of deposit may not be withdrawn, canceled, rolled over or amended in any manner without the approval of the Department; or
2.	a performance bond in sole favor of the Department of Conservation and Energy in a form prescribed by the Department issued by a Regulated Financial Institution authorized to do business in the state of Louisiana; or
3.	letter of credit in sole favor of the department of Conservation and Energy in a form prescribed by the Department issued by a Regulated Financial Institution acceptable to the commissioner; or 
4.	a site specific trust account in accordance with R.S. 30:88 or 88.1.; or
5.	a written certification issued by the Louisiana Natural Resources Trust Authority confirming that the operator has satisfied the financial security requirements established by the Natural Resource Trust Authority pursuant to La. R.S. 36:356.1 and other applicable laws. 
C. - J.6.	...
AUTHORITY NOTE:	Promulgated in accordance with R.S. 30:4 et seq.
HISTORICAL NOTE:	Promulgated by the Department of Natural Resources, Office of Conservation, LR 26:1306 (June 2000), amended LR 27:1917 (November 2001), LR 41:952 (May 2015), LR 43:535 (March 2017), LR 45:579 (April 2019), LR 52:
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