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I. Introduction 

Taxpayers for Common Sense (TCS) is a nonpartisan budget watchdog founded in 1995 to 

ensure taxpayer dollars are spent wisely and transparently. For three decades, TCS has 

supported policies that safeguard the public purse, prevent wasteful subsidies, and 

promote fiscal accountability in natural resource management. 

We submit these comments in strong support of the Commission’s proposed amendments 

to 19.15.2, 19.15.5, 19.15.8, 19.15.9, and 19.15.25 NMAC. Collectively, these changes 

modernize New Mexico’s financial assurance and well-management framework—

protecting both state and federal taxpayers from the escalating costs of orphaned and 

unreclaimed wells while improving transparency and public confidence in oversight. 

II. Summary of the Proposed Rule 

The proposed amendments strengthen financial assurance and reduce long-term fiscal 
risk by raising bond levels to reflect actual reclamation costs, better regulating inactive and 

marginal wells to ensure at-risk wells are adequately bonded before they can be orphaned, 

and requiring improved disclosure to identify bad actors and repeat offenders. Each reform 

fulfills the Legislature’s directive to prevent cleanup costs from falling to the public when 
private operators default. 

III. The Public Cost of Inadequate Bonding 

When an operating company dissolves or goes bankrupt—as often happens in the oil and 

gas boom-and-bust cycle—New Mexico must rely on that company’s bond to cover 

reclamation of its wells and well sites. If the bond is insufficient, taxpayers are forced to 
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cover the costs. Between 2015 and 2021, 256 oil and gas producers nationwide entered 

bankruptcy protection, carrying $175 billion in debt.1 When bond amounts are insufficient, 
it’s cheaper for companies to delay reclamation indefinitely, transfer wells to smaller 

operators, or simply walk away, forfeiting their bonds instead of cleaning up their sites. 

The exact number of orphaned wells in New Mexico is unknown. In December 2021, the 

state reported 1,741 documented orphaned well sites in its application to the Department 

of the Interior for Infrastructure Investment and Jobs Act (IIJA) funding.2 The Interstate Oil & 

Gas Compact Commission later reported 3,158 documented and undocumented 

orphaned wells in the state as of 2023.3 

According to the New Mexico Legislative Finance Committee (LFC), the Oil Conservation 
Division (OCD) currently has plugging authority for 700 wells but “likely will need to plug an 

additional 1,400 inactive wells for which OCD has not yet pursued plugging authority.”4 As 

more wells on state and private land become inactive or abandoned, OCD—and by 

extension, New Mexico taxpayers—will bear the costs of reclamation. 

A. Documented Financial Assurance Gaps 

Current bonding requirements in New Mexico fail to cover reclamation costs. TCS 

estimates that unreclaimed wells on state and private land could carry $3.5 billion in 

reclamation liabilities. This conservative figure assumes the 22,401 unplugged wells on 

state and private lands each have a $7,000 bond, but will cost an average of $163,000 to 

reclaim. 

OCD reports 22,401 unplugged wells on state and private mineral estates—13,695 with 

state mineral ownership and 8,706 with private ownership.5 Although OCD does not have 

plugging authority for all of these wells, it may pursue such authority if wells are abandoned 

without sufficient bonds.  

Reclamation costs vary by well depth, location, and age. The Bureau of Land Management 
estimates reclamation costs $71,000 per well nationwide.6 In New Mexico, estimates range 

from $160,000 to $218,400 per well: 

• $160,000 - OCD average in 2023 ($125,000 for plugging + $35,000 for reclamation of 

the well site).7 

• $163,000 - LFC reporting of fiscal year (FY) 2024 OCD plugging costs.8 

• $166,922 - OCD estimate to plug 1,741 orphaned wells (2021)9 

• $168,900 - Center for Applied Research (CAR) estimate for gas wells on state trust 

land10 
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• $180,000 – OCD recent average plugging costs, per its 2024 Phase 2 Work Plan 

Proposal11 

• $218,400 - CAR estimate for oil wells on state trust land12 

Recent reporting indicates that New Mexico holds a median bond value of $7,000 per well. 

In 2021, the Center for Applied Research estimated oil wells on state land had an average 

of just $3,518 in financial assurance, while gas wells averaged $3,272.13 More recently, in 

2025, the LFC reported the median financial assurance held by OCD for an individual 
operator with active wells was $7,000 per well.14 However, both studies showed significant 
variation in coverage. The CAR found that operators with more than 100 wells (47 operators 

sampled) had an average coverage of just $120 per well,15 and the LFC reported that the 

operator with the least bond coverage had only $105 in financial assurance per well.16 

TCS’s $3.5 billion estimate aligns with CAR’s 2021 study, which found an $8.2 billion 

bonding gap statewide for all oil and gas infrastructure, including $3.2 billion for oil and gas 

wells on state land and $2.2 billion for wells on private land.17 

Bonding amounts under current law are plainly insufficient. These gaps are not just a state 

problem—they reverberate at the federal level. 

B. The Role of Federal Taxpayers 

When oil and gas companies don’t post enough bond money to cover cleanup, taxpayers 

pay. When a well is abandoned or orphaned on state land (and some private land), OCD 

steps in to plug the well and restore the site. The work is paid for out of the state’s 

Reclamation Fund—financed by fees and small operator payments—not by the companies 

whose wells often create the biggest cleanup costs. But that fund was never meant to 

cover widespread failures across the industry.  

Even when OCD takes over a site, the company’s financial assurance remains intact unless 
the agency formally pursues bond forfeiture, which it rarely does. From FY 2019 to FY 2024, 

OCD spent $15.4 million plugging 193 wells, but it recovered only 1.6% of those costs.18 

In FY 2020, 2021, and 2023, the agency reported no bond forfeitures or cost recoveries at 

all—leaving taxpayers, and increasingly federal programs, to pick up nearly the entire 

cleanup bill.19  

Since 2022, New Mexico has received more than $55.5 million in federal orphaned well 

grants under the IIJA, including initial, formula, and performance-based awards, and the 

LFC reports the state remains eligible for up to $111.8 million more if funds allow.20 These 

IIJA funds have underwritten crucial work such as methane testing, environmental 

compliance, and plugging hundreds of wells that operators abandoned. 
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Without stronger cost recovery from OCD, the IIJA has become a federal backstop for 

insufficient state bonding—an emergency relief program turned structural subsidy. Unless 

bonding rules are strengthened, New Mexico’s shortfalls will continue to invite federal 

bailouts, shifting cleanup costs from the oil and gas industry to national taxpayers footing 

the bill for the state’s orphaned wells. 

C. Industry Claims Understate Fiscal Risk 

Industry groups assert that plugging averages $40,000 to $60,000 and that the orphaned 

well problem is overstated.21  We don’t doubt these are common well relocation costs for 

simple well closures, but the LFC and CAR reports directly contradict any notion that they 

represent statewide averages. The LFC found average plugging costs have quintupled since 
2019, reaching $163,000 per well in FY2024 and exceeding $700,000 in some cases. 22 

These are not hypothetical—they reflect the actual costs for addressing the older, higher-

risk wells most likely to be orphaned. Current blanket-bond minimums let operators with 

dozens of marginal wells post a single blanket bond, leaving taxpayers to cover the gap. 

IV. Section-by-Section Comments 

TCS supports the proposed amendments to 19.15.2, 19.15.5, 19.15.8, 19.15.9, and 

19.15.25 NMAC. 

19.15.5 NMAC – Enforcement and Compliance  

TCS supports the proposed amendment to rightly require operators to “maximize the 

recovery of natural gas by minimizing the waste of natural gas through venting and flaring,” 
consistent with 19.15.27.A.8 NMAC. Venting and flaring controls protect royalty-bearing 

gas revenues—a direct benefit to both state and federal taxpayers. For too long, oil and gas 

operators have been allowed to regularly flare (burn), vent (release), and leak billions of 
cubic feet of natural gas each year. According to the Energy Information Administration, 

approximately 3,170 billion cubic feet of gas was vented or flared nationwide between 

FY2012 and FY2021.23 This waste squanders a valuable resource, costs federal and state 

budgets royalty revenue, and exposes nearby communities to health and safety risks.  

TCS also supports the proposed amendment to hold all operators to the requirement that 

they promptly plug their wells once they stop producing, as opposed to existing regulations 

that allow a specified number of wells to be out of compliance. 

 

19.15.8 NMAC – Financial Assurance 

TCS strongly supports raising bond minimums. As the Government Accountability Office 

has noted, “the oil and gas industry’s boom-and-bust cycles can lead operators to drill 
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wells when prices for oil and gas are high but can contribute to bankruptcies when prices 

are low.”24 TCS supports the proposed $150,000 single-well assurance, which is still 

conservative compared to the average plugging cost of $163,000 per well. While TCS 

generally opposes blanket bonding, the proposed $250,000 blanket operator bond—

applied regardless of the number of wells—is a clear improvement over the current scaled 

system. 

Bond requirements must cover extreme cases or grant administrators discretion to 

increase them, as high-cost wells are the most likely to be orphaned. The LFC found, “the 

gap between actual plugging costs and the required financial assurance weakens the 
incentive for operators to plug their own wells, especially older, low-value wells where 

cleanup costs are high. As a result, operators are more likely to walk away from those 

wells, leaving OCD to manage the most complex and least desirable sites.”25 

Requiring single-well financial assurance for marginal, inactive, and temporarily 

abandoned wells targets the highest-risk sites. Low-producing wells may soon fail to 

generate enough revenue to justify the costs of operation, leading to inactivity. Non-

producing wells—by definition generating no revenue—are at even greater risk of being 

orphaned.26 An L.A. Times/Center for Public Integrity analysis of 40 years of California data 

found that once a well is idle for 10 months, there’s only a 50% chance it will ever produce 

again. 27 After five years, the odds drop to 25%.28 A separate study of New Mexico wells 

found that after eight years of inactivity, only 0.5% resume production.29 With these high-

risk wells on the verge of becoming uneconomical, they must be properly bonded so 

operators—not taxpayers—cover the inevitable cleanup costs. TCS supports mandating 

single-well assurance for marginal, inactive, and temporarily abandoned wells to protect 

taxpayers from near-certain reclamation liabilities.  

Similarly, TCS supports the proposal to bar operators with 15% or more inactive or marginal 

wells from relying on blanket bonds and instead require single-well assurances. A single 

blanket bond can cover hundreds of wells, regardless of their condition or productivity. This 

change would better protect taxpayers from operators with the riskiest portfolios and 

create an incentive to address idle wells promptly—either by resuming production or 

completing reclamation.   

TCS also supports annual inflation adjustments to preserve bond value over time. The New 

Mexico Oil and Gas Association (NMOGA) argues that indexing bond amounts to CPI 

“sounds like housekeeping, but it outsources Commission judgment to a consumer price 

series that has little to do with plugging cost drivers (depth, integrity, access, service 

availability). It also injects annual uncertainty into capital plans.”30 But there is already 

annual uncertainty in the boom-and-bust cycle of oil and gas markets. Minor inflation shifts 
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pale beside price volatility. NMOGA argues instead for a periodic, evidence-based review 

every 2 to 3 years; 31 TCS would support this approach as an addition—not a substitute—for 

CPI indexing.  

19.15.9 NMAC – Well Operator Provisions 

Developing taxpayer-owned resources is a privilege, not a right. TCS supports the proposed 

amendments to require certain disclosures and certifications prior to commencing 

operations or transferring wells, as well as giving OCD the authority to deny transfers based 

on this information. 

In New Mexico, well transfers have historically been approved almost automatically, as 

long as the recipient company was in compliance with current rules and held a bond.32 

Requiring financial disclosures and compliance certifications will help curb the practice of 

off-loading aging wells onto undercapitalized operators. 

Oil and gas operators often transfer wells near the end of their productive life to smaller 

operators who can’t afford reclamation.33 A 2023 report on well transfers in California 

found that more than 96% of such transfers were either to smaller holding companies or 

operators, the result of bankruptcy, or intended to facilitate a company’s exit from the 

California exploration and production market.34 Monitoring well transfers is essential to 

ensuring smaller operators can properly reclaim wells after production ends, rather than 

leaving taxpayers to shoulder the costs.  

The NMOGA argues that if transfers become too risky, existing operators may simply walk 

away from marginal wells instead of selling them to companies willing to operate them 

safely.35 That’s no justification for keeping the current system. Existing rules already do too 

little to protect taxpayers—operators are walking away from wells or transferring them to 

companies that later do the same. Requiring adequate bonding up front, and ensuring that 

coverage continues through transfers, is the best way to prevent operators from 

abandoning their responsibilities.  

The case of Remnant illustrates how current policies can allow bad actors to evade their 

cleanup obligations while continuing to profit from oil and gas development in New Mexico. 
Remnant acquired several hundred wells in 2015 but filed for bankruptcy in 2019. 36 Acacia 

Resources LLC later purchased Remnant’s remaining assets after a court-ordered 

liquidation. Yet, as Mark Olalde of ProPublica and Nick Bowlin of Capital & Main reported, 

the new company was run by familiar names—Remnant’s former chief operating officer 
and president. The proposed rule would help prevent such bad actors—operators who 

can't afford to plug wells or who have a record of violating the rules—from inheriting wells 

and creating new liabilities for New Mexico taxpayers. 
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19.15.25 NMAC – Plugging and Abandonment of Wells 

Inactive wells are liabilities waiting to surface. As of July 3, 2025, 3,234 inactive wells in 

New Mexico were out of compliance with Commission rules.37 When companies postpone 

plugging, these wells often deteriorate without proper supervision or monitoring—creating 

health and safety risks for nearby communities and leaving taxpayers to shoulder 

reclamation costs.38 Under current Commission rules, wells may stay in temporary 

abandonment indefinitely. 

Prompt plugging and reclamation standards must be reinforced. TCS supports the 

proposed amendments to require operators demonstrate a well will be returned to 

beneficial use within a reasonable time, hold a hearing before the Commission to request 

an extension of approved temporary abandonment status beyond five years, and cap 

approved temporary abandonment at eight years.39 Together, these changes would help 

ensure operators cannot keep wells in approved temporary abandonment status 

indefinitely to avoid plugging obligations. 

V. Additional Actions 

The Commission should urge OCD to strengthen its management of orphaned wells and 

improve its procurement practices. The LFC has identified several weaknesses contributing 

to significant cost overruns, including the lack of a systematic cost-tracking mechanism, a 

procurement process that limits price competition and cost control, and incomplete 

recordkeeping.40 The Commission should also urge OCD to exercise its authority under § 

70-2-14 NMSA 1978 to sue operators and recover reclamation costs paid from the state’s 

reclamation fund.41 

VI. Conclusion 

The oil and gas industry plays a critical role in New Mexico’s state economy. Its 

management, including bonding policies, has cascading effects for state taxpayers. This 

rulemaking will not hamper the industry—instead, it offers a chance to modernize a 
bonding framework that has failed taxpayers for decades. TCS strongly supports adoption 

of the proposed amendments to 19.15.2, 19.15.5, 19.15.8, 19.15.9, and 19.15.25 NMAC, as 

modified and advanced by the Western Environmental Law Center and aligned 
stakeholders. 

The Oil and Gas Act already authorizes the Commission to set financial-assurance 

categories based on depth, production, and plugging costs. Modernizing these tiers is both 

lawful and fiscally responsible. No legislative change is needed to update obsolete bond 
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levels. Claims that reform will trigger mass abandonment ignore the greater fiscal risk of 
doing nothing. Adequate bonding ensures solvent, responsible operators remain in the 

field and protects the public from future bailouts. 

Bonding reform keeps cleanup costs off the state and federal ledger. Every unreclaimed 

well that slips through today becomes a future claim on taxpayers. Without stronger 

bonding, the federal government effectively underwrites inadequate state requirements. 

Strengthening New Mexico’s rules now will reduce dependence on state and federal 

remediation programs, align the state with emerging BLM standards, and demonstrate 
fiscal responsibility nationwide. 

Respectfully submitted, 

 

Taxpayers for Common Sense 

Washington, DC 
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