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NOTICE OF APPEAL
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Notice of Appeal as Exhibit A and the Final Rules are attached as Exhibit B.
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION COMMISSION

IN THE MATTER OF PROPOSED

AMENDMENTS TO 19.15.2, 19.15.5, 19.15.8,

19.15.9, and 19.15.25 NMAC Case No. 24683
Order No. R-24486

Rule Making Order and Reasons for the Action Taken

This matter comes before the New Mexico Oil Conservation Commission (“Commission”
or “OCC”) upon a Petition filed on June 24, 2024, by Western Environmental Law Center, Citizens
Caring for the Future, Conservation Voters New Mexico Education Fund, Dine C.A.R.E.,
Earthworks, Naeva, New Mexico Interfaith Power and Light, Sierra Club, and WildEarth
Guardians (collectively, Applicants), for the adoption of proposed amendments to 19.15.2, 19.15.5,
19.15.8, 19.15.9 and 19.15.25 NMAC. Public hearings were held October 20-24, October 27-21
and November 3-6, 2025, in Santa Fe, New Mexico and on a virtual platform. Applicants
presented a final set of proposed rules in its “Notice of Filing Closing Argument and Proposed
Statement of Reasons” in Exhibits 90A-90E on April 3, 2026. Public deliberations were held on
June 3, 5 and 11, and July 1, 2026.

The Commission, having reviewed the submittals, testimony, evidence, the parties’ filed Joint
Stipulation and accompanying materials, Hearing Officer’s Report and the Proposed Findings of
Fact and Conclusions of Law hereby issues, as provided for in 19.15.3.12 NMAC and 19.15.3.
13C NMAC, the following ORDER and REASONS FOR THE ACTION TAKEN. The
Commission has the authority to adopt, refuse to adopt or adopt the proposed rule change in part
pursuant to 19.15.3.13C NMAC. The Commission’s actions are the following:

A. Adoption of Applicants’ Proposed Language
1. 19.15.2,19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC
i. The Commission adopts Applicants’ proposed rule changes in 19.15.2,

19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC in Applicants’ 90A-90E.

ii. Exhibits 89A-89E show the parties’ “Joint Stipulation” regarding language
changes.

iii.  Exhibits 90A-90E incorporate the parties’ “Joint Stipulation™ regarding
language changes.

iv. The Commission ADOPTS AND INCORPORATES Applicants’ “Notice of
Filing Closing Argument and Proposed Statement of Reasons” as its own
Findings of Fact and Conclusions of Law and its own REASONS FOR THE
ACTION TAKEN, except paragraphs 53, 258 through 261, and except as
modified by this Order.
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V.

Vi.

Vii.

The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons” provided persuasive legal arguments
in favor of Applicants’ positions for the major questions posed in the
Hearing Officer’s Report: (1) The Commission’s Statutory Authority; (2)
Preventing Waste; (3) Regulating Operator Registration and Change of
Operator; (4) House Bill 80.

The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons” provided a preponderance of evidence,
including substantial evidence, to support the Applicants’ proposed rule
changes.

All of Applicants’ rule changes are adopted except as modified in the
following below:

B. Modifications to Applicants’ Proposed Language.
1. Part 8: 19.15.8.9(C) and (D)(1) and (D)(2) and (E) NMAC

1.

1i.

1il.

1v.

The Commission adopts Applicants’ language with a modification in the
first sentence of 19.15.8.9(C) NMAC. (The underline and strikethrough
show the Commission’s modification to the Applicants’ language.) It reads:
“An operator shall provide financial assurance for wells that are not subject
to Subsections D, and E_and F of 19.15.8.9 NMAC in via one of the
following eategeries:”

The Commission adopts Applicants’ language with a modification in
19.15.8.9(D)1 NMAC. It reads: “Low producing wells. As of [effective
date of amendments], a transferee operator shall provide a one well
plugging financial assurance of $150,000 for each low producing well prior
to transfer, unless the well being transferred is already covered by a one well
financial assurance under Subsection D(2), E or F 0of 19.15.8.9 NMAC.
The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(D)2 NMAC. It reads: “Beginning May 1, 2029,
an operator shall provide a one well plugging financial assurance for each
low producing well that is not covered by a one well financial assurance
under Subsection E or F 0of 19.15.8.9 NMAC.”

The Commission adopts Applicants’ language with a modification in the
second sentence in 19.15.8.9(D)2 NMAC. It reads: “Each operator with a
one or more low producing well or wells shall annually review the number
of low producing wells registered to the operator and shall update the one
well plugging financial assurance by May 1 of each year.”

The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(E)1 NMAC. It reads: “Beginning May 1, 2029,
an operator with 20 percent or more of their wells in inactive status,

2
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V1.

Vii.

Vviil.

1X.

X1.

approved temporarily status or expired temporarily abandoned status, or a
combination thereof, shall provide a one well plugging financial assurance
in the amount of $150,000 for each well that is registered to the operator,
but not covered by a one well financial assurance under Subsection D or F
of 19.15.8.9 NMAC, until the percentage of the operator’s wells in such
statuses is decreased below 20 percent.”

The reason for these modifications is because the Commission was
concerned that the rules could be read such that two or three categories
could be stacked upon each other where an operator would be forced to have
multiple, overlapping $150,000 bonds for a single well.

The Commission concludes that the overall goal of the applicable statutes
and Applicants’ rule changes is to have a single well financial assurance that
is set at a dollar figure that reasonably approximates the cost of plugging a
single well. An overlapping bonding situation could result in a well being
significantly more bonded than the Applicants’ and OCD’s estimate of the
cost to plug a single well. The record did not support an overlapping
bonding situation where a single well would have to be bonded to $450,000
(e.g. stacking multiple $150,000 bonds).

The Commission adopts: “The overlapping structure of proposed
19.15.8.9(C) through (G) NMAC creates double-boding obligations for
certain well types under multiple Subsections (C)-(G) simultaneously,
without a provision clarifying which obligation controls or when
satisfaction of one discharges another.” NMOGA, Closing Brief with
Proposed Findings of Fact and Proposed Conclusions of Law, p. 63, Finding
#65. “19.15.8.9(A) should be amended to clarify that ... the requirements
are alternatives rather than cumulative obligations.” NMOGA, Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
63, Finding #66.

The Commission, during its deliberations, went through possible scenarios
under 19.15.8.9 NMAC to make sure there were no gaps in coverage, and
an operator would not have bonds stacked upon each other for a single well.
To the extent that there was discussion that other agencies may potentially
also require oil and gas industry financial assurance in the future, the
Commission finds that the issue is premature and outside of the scope of
what the Commission can consider in this rulemaking.

The Commission added some phrases to these subsections for grammatical
purposes.

2. 19.15.8.9(D)(3) NMAC

.

The Commission adopts Applicants’ language with a modification to the
end of Applicants’ first sentence and made several changes to the second

3
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11.

1il.

1v.

V.

sentence. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “An operator of a low
producing well may request a variance to the one well plugging financial
assurance requirement of $150,000 upon a demonstration satisfactory to the
division that there is a physical impediment limiting the well’s midstream
takeaway capacity or interference from nearby operations, stimulation or

drilling impacting safe or prudent pressure practices. The demonstration
shall include a certification from the operator detailing the nature of the

physteal-impediment constraint explaining why the physieal-impediment

constraint is outside the control of the operator, detailing the alternatives
that were or are being explored to address the constraint lack-eftakeaway

eapaetty and an estimated date when the constraint lack—eftakeaway
eapaetty will be corrected.

NMOGA had proposed language include “a proximity operation or
interference including nearby fracturing, stimulation, drilling or operations

impacting safe or prudent pressure practices. NMOGA'’s Closing Package,
Exhibit 3. NMOGA had proposed a modification to Applicants’ language
to replace the term “physical impediment” with “constraint” because the
latter term is a more inclusive term.

NMOGA witness Mr. Arthur testified there was a need for exceptions
beyond Applicants’ “midstream takeaway capacity” exception, particularly
for safety issues. NMOGA’s Closing Package, Exhibit 3 (citing to Tr. 97:4-
98:3 (Oct. 29, 2025); Tr. 202:6 (Oct. 30, 2025).

There are instances where production will cease on a well that is deemed to
be too close for safety reasons to completion operations (e.g. fracture
stimulation).

The Commission adopts the modification to address this safety issue.

3. 19.15.8.9(D)(4) NMAC

L.

ii.

The Commission adopts a new subsection 19.15.8.9(D)(4) NMAC. Itreads:
“(4) Upon receipt of an operator’s written variance request, the division

shall have 60 days to accept or deny the operator’s variance. The division’s
failure to act on the variance request within such period shall be deemed a
denial. If the division denies the operator’s variance, the operator shall have

30 days in which to file a request for hearing with the division pursuant to
19.15.4 NMAC.”

NMOGA proposed language in its “Closing Brief with Proposed Findings
of Fact and Conclusions of Law” offered language explaining the
mechanics of the variance process. NMOGA Closing Exhibit 3, p. 23 of
105; NMOGA’s Finding of Fact #74.
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1il.

1v.

V.

The Applicants agreed there should be a “variance” to the one well plugging
financial assurance requirement as part of the final language in the Joint
Stipulation. Applicants’ Finding of Fact #134.

Based on this agreement, Commission used NMOGA’s proposed language
as its template but: (a) enlarged the Division’s review period from 30 to 60
days to ensure there would be enough administrative time for review and
(b) added a new second sentence regarding the result of when the Division
does not issue a decision. The Commission took judicial notice of its
existing rules in 19.14.4.25 NMAC and 19.15.17.16 NMAC and the
language for the new second sentence is modeled after these current
administrative processes in these NMAC sections.

Applicants’ 19.15.8.9(D)(4) NMAC is adopted and re-numbered as needed.

4. 19.15.8.9(F) NMAC

L.

ii.

1il.

The Commission adopts Applicants’ language with a modification in the
title and first sentence in 19.15.8.9(F) NMAC. (The underline and
strikethrough show the Commission’s modification to the Applicants’
language.) It reads: “Wells that are in approved temporarily abandoned
status for more than two years, inactive wells, and wells that are in
expired temporarllv abandoned status. traective—weHs—and—wels—in

PO ates: An operator shall
prov1de ﬁnan01al assurance for wells that are m&eHV%aﬂd—weHs—m&Bmexvﬁed
and—expired—temporarily—abandoned—status, in approved temporarily
abandoned status for more than two years, in inactive status, or in expired
temporarily abandoned status erfor-which-the-operator-is-seekingapproved
temporary—abandenmentpurstant—to—191523 13- NMAC—in one of the

following categories:”

The Commission made this modification because the Commission is
focused on the fact pattern when an operator already has bond for an active
well, and wants to retain that bond, and wants to transition the well to an
approved temporarily abandoned well.

The Commission adopts NMOGA’s citation to the record when it wrote:
“Commissioner Ampomah concluded by noting he thought the risk of not
allowing operators to use their active well blanket bond to cover active wells

in approved TA [temporarily abandoned] status for short time periods, i.e. 2
years or less, for example, before being transitioned to water flooding, etc.,
would actually lead to the premature plugging of viable wells and
considerable waste considering the amount of Permian oil that operators
have been able to recover from oil recovery projects.” NMOGA’s Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
12 (citing to Tr. 505:6-19 (Oct. 21, 2025).

5
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1v.

The Commission’s selection of a one-time two-year period is based on the
time period referenced in NMSA 1978, Section 70-2-14 and 19.15.8.9D
NMAC.

5. Part 25: 19.15.25.9(D) NMAC

L.

1i.

1il.

1v.

The Commission adopts a new sentence to 19.15.25.9(D) NMAC. It shall
be added after the Applicants’ first sentence in this subsection of Exhibit
89D. It reads: “Upon request by the operator, the division may use its
discretion to grant an extension of the 30 day rebuttal period for good
cause.”

NMOGA proposed a new sentence to provide for an extension period in the
rebuttal process. NMOGA Closing Exhibit 3, p. 32 of 105; NMOGA’s
Closing Brief with Proposed Findings of Fact and Conclusions of Law,
Finding of Fact #81 (“Upon request by the operator, the division may use
its discretion to grant an extension of the 30 day rebuttal period for good
cause.”

The Applicants had stated an operator who submits an application should
have a “full opportunity” to provide relevant information for rebuttal.
Applicants’ Finding of Fact #232.

The Commission concludes that the new sentence is a reasonable and
logical extension of Applicants’ language that called for a “full opportunity”
in the rebuttal process.

The Commission used NMOGA’s proposed language as a template but
added “an” to make clear it was a one-time opportunity for an extension.

6. 19.15.25.13C(2) NMAC

1.

The Commission adopted Applicants’ proposed language for
19.15.25.13C(2) NMAC but with two sentence deletions and one
modification. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “(2) To obtain an
extension, the operator shall apply to the division to extend temporary
abandonment status. The division shall provide at least 30 days’ notice of
the application on its website and to the division mailing list aﬁd—the

%eﬂmeﬂ—m—a—newspa-per—ef—gene?&l—e}re&h&e& The operator d1v1510n or

interested_other person_with standing may request a hearing on the

application to extension before the division. Any such hearing shall be
conducted pursuant to the procedures for adjudicatory proceedings in

19.15.4 NMA (C—execept—that—in—amy—stch—adiudieatoryproceedine—any
terested-person-mm-intervencunder PO HEANMAC (o hearing 1s

not requested the division shall proceed with processing the application for
extension.”
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ii. First, Applicant had proposed language at the end of the first sentence
requiring the operator to provide 30 days’ notice in a newspaper of general
circulation. OXY USA (OXY) had proposed language to delete this
sentence. OXY Closing Argument Exhibit D.

iii. The Commission concludes that notice on the OCD website is a sufficient
form of public notice considering the current digital world. The
Commission agrees with OXY by a 2-1 vote.

iv. Second, Applicant had proposed language in the beginning portion of the
second sentence using the term “any interested person.” Applicants’ OXY
had proposed language to change this term to “other person with standing.”
OXY Closing Argument Exhibit D. The Commission adopts OXY’s finding
that “Applicants’ proposal that the Commission eliminate the requirement
that an interested party demonstrate ‘standing’ to request a hearing or to
intervene ... is unnecessary, inappropriate, and will further burden the
Division’s crowded hearing docket.” OXY Finding of Fact #63.

v. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote and adopts OXY’s language.

vi. Third, Applicant had proposed a sentence regarding intervention by “any
interested person” before the last sentence of the subsection. OXY had
proposed language to delete this sentence. OXY Closing Argument Exhibit
D.

vii. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote. N

Conclusion

The Commission is authorized to adopt regulations pursuant to the New Mexico Oil and
Gas Act, NMSA 1978, Sections 70-2-11 and -12. The Commission concludes that the proposed
changes to 19.15.2, 19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC, as shown on Applicants’
Exhibits 90A-E, and the above stated supplemental changes, are hereby approved.

This Order shall serve as the “concise explanatory statement” required by NMSA 1978,
Section 14-4-5.5.

Based on the findings and reasons stated above and pursuant to this authority, this Order is
ADOPTED.
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STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

FZ sl (Kam g

Albert Chang, Chairman
New Mexico Oil Conservation Commission

DATED: 7/16/2026
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STATE OF NEW MEXICO

DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION COMMISSION

IN THE MATTER OF PROPOSED

AMENDMENTS TO 19.15.2, 19.15.5, 19.15.8,

19.15.9, and 19.15.25 NMAC Case No. 24683
Order No. R-24486

Rule Making Order and Reasons for the Action Taken

This matter comes before the New Mexico Oil Conservation Commission (“Commission”
ot “OCC”) upon a Petition filed on June 24, 2024, by Western Environmental Law Center, Citizens
Caring for the Future, Consetvation Voters New Mexico Education Fund, Dine C.ARE,
Earthworks, Naeva, New Mexico Interfaith Power and Light, Sierra Club, and WildEarth
Guardians (collectively, Applicants), for the adoption of proposed amendments to 19.15.2, 19.15.5,
19.15.8, 19.15.9 and 19.15.25 NMAC. Public hearings were held October 20-24, October 27-21
and November 3-6, 2025, in Santa Fe, New Mexico and on a virtual platform. Applicants
presented a final set of proposed rules in its “Notice of Filing Closing Argument and Proposed
Statement of Reasons” in Exhibits 90A-90E on April 3, 2026. Public deliberations were held on
June 3, 5 and 11, and July 1, 2026.

The Commission, having reviewed the submittals, testimony, evidence, the parties’ filed Joint
Stipulation and accompanying matetials, Hearing Officer’s Report and the Proposed Findings of
Fact and Conclusions of Law hereby issues, as provided for in 19.15.3.12 NMAC and 19.15.3.
13C NMAC, the following ORDER and REASONS FOR THE ACTION TAKEN. The
Commission has the authority to adopt, refuse to adopt or adopt the proposed rule change in part
pursuant to 19.15.3.13C NMAC. The Commission’s actions are the following:

A. Adoption of Applicants’ Proposed Language
1. 19.15.2, 19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC
i. The Commission adopts Applicants’ proposed rule changes in 19.15.2,

19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC in Applicants’ 90A-90E.

ii. Exhibits 89A-89E show the parties’ “Joint Stipulation” regarding language
changes.

iii. Exhibits 90A-90E incorporate the parties’ “Joint Stipulation” regarding
language changes.

iv. The Commission ADOPTS AND INCORPORATES Applicants’ “Notice of
Filing Closing Argument and Proposed Statement of Reasons” as its own
Findings of Fact and Conclusions of Law and its own REASONS FOR THE
ACTION TAKEN, except paragraphs 53, 258 through 261, and except as
modified by this Order.
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v. The Commission finds that Applicants’ “Notice of Filing Closing Argument

vi.

vii,

and Proposed Statement of Reasons” provided persuasive legal arguments
in favor of Applicants’ positions for the major questions posed in the
Hearing Officer’s Report: (1) The Commission’s Statutory Authority; (2)
Preventing Waste; (3) Regulating Operator Registration and Change of
Operator; (4) House Bill 80.

The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons” provided a preponderance of evidence,
including substantial evidence, to support the Applicants’ proposed rule
changes.

All of Applicants’ rule changes are adopted except as modified in the
following below:

B. Modifications to Applicants’ Proposed Language.
1. Part 8: 19.15.8.9(C) and (D)(1) and (D)(2) and (E} NMAC

i,

iii.

The Commission adopts Applicants’ language with a modification in the
first sentence of 19.15.8.9(C) NMAC. (The underline and strikethrough
show the Commission’s modification to the Applicants’ language.) It reads:
“An operator shall provide financial assurance for wells that are not subject
to Subsections D, and E and F of 19.15.8.9 NMAC i1 via one of the

following eategeries:”

. The Commission adopts Applicants’ language with a modification in

19.15.8.9(D)1 NMAC. Tt reads: “Low producing wells, As of [effective
date of amendments], a transferee operator shall provide a one well
plugging financial assurance of $150,000 for each low producing well prior
to transfer, unless the well being transferred is already covered by a one well
financial assurance under Subsection D(2), E or F of 19.15.8.9 NMAC,
The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(D)2 NMAC. Tt reads: “Beginning May 1, 2029,
an operator shall provide a one well plugging financial assurance for each
low producing well that is not covered by a one well financial assurance
under Subsection Eor F of 19,15.8.9 NMAC.”

The Commission adopts Applicants’ language with a modification in the
second sentence in 19.15.8.9(D)2 NMAC. It reads: “Each operator with &
one or more low producing well or wells shall annually review the number
of low producing wells registered to the operator and shall update the one
well plugging financial assurance by May 1 of each year.”

The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(E)1 NMAC. [t reads: “Beginning May 1, 2029,
an operator with 20 percent or more of their wells in inactive status,

2
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approved temporarily status or expired temporarily abandoned status, or a
combination thereof, shall provide a one well plugging financial assurance
in the amount of $150,000 for each well that is registered to the operator,
but not covered by a one well financial assurance under Subsection D or F
of 19.15.8.9 NMAC, until the percentage of the operator’s wells in such
statuses is decteased below 20 percent.”

The reason for these modifications is because the Commission was
concerned that the rules could be read such that two or three categories
could be stacked upon each other where an operator would be forced to have
multiple, overlapping $150,000 bonds for a single well,

The Commission concludes that the overall goal of the applicable statutes
and Applicants’ rule changes is to have a single well financial assurance that
is set at a dollar figure that reasonably approximates the cost of plugging a
single well. An overlapping bonding situation could result in a well being
significantly more bonded than the Applicants’” and OCD’s estimate of the
cost to plug a single well. The record did not support an overlapping
bonding situation where a single well would have to be bonded to $450,000
(e.g. stacking multiple $150,000 bonds).

The Commission adopts: “The overlapping structure of proposed
19.15.8.9(C) through (G) NMAC creates double-boding obligations for
certain well types under multiple Subsections (C)-(G) simultancously,
without a provision clarifying which obligation controls or when
satisfaction of one discharges another,” NMOGA, Closing Brief with
Proposed Findings of Fact and Proposed Conclusions of Law, p. 63, Finding
#65. “19.15.8.9(A) should be amended to clarify that ... the requirements
are alternatives rather than cumulative obligations.” NMOGA, Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
63, Finding #66.

The Commission, during its deliberations, went through possible scenarios
under 19,15.8.9 NMAC to make sure there were no gaps in coverage, and
an operator would not have bonds stacked upon each other for a single well.
To the extent that there was discussion that other agencies may potentially
also require oil and gas industry financial assurance in the future, the
Commission finds that the issue is premature and outside of the scope of
what the Commission can consider in this rulemaking.

The Commission added some phrases to these subsections for grammatical
purposes. '

2, 19.15.8.9(D)(3) NMAC

i.

The Commission adopts Applicants’ language with a modification to the
end of Applicants’ first sentence and made several changes to the second

3
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sentence. {The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “An operator of a low
producing well may request a variance to the one well plugging financial
assurance requirement of $150,000 upon a demonstration satisfactory to the
division that there is a physical impediment limiting the well’s midstream
takeaway capacity or interference from nearby operations, stimulation or
driiling impacting safe or prudent pressure practices. The demonstration
shall include a certification from the operator detailing the nature of the
physical-impediment constraint explaining why the physieal-impediment
constraint is outside the control of the operator, detailing the alternatives
that were or are being explored to address the constraint Jack-oeftakeaway
eapaeity and an estimated date when the constraint laek—ef—takeaway
capreity will be corrected.

NMOGA had proposed language include “a proximity operation or
interference including nearby fracturing, stimulation, drilling or operations
impacting safe or prudent pressure practices, NMOGA’s Closing Package,
Exhibit 3. NMOGA had proposed a modification to Applicants’ language
to replace the term “physical impediment” with “constraint” because the
latter term is a more inclusive term.

NMOGA witness Mr. Arthur testified there was a need for exceptions
beyond Applicants’ “midstream takeaway capacity” exception, particularly
for safety issues. NMOGA’s Closing Package, Exhibit 3 (citing to Tr. 97:4-
98:3 (Oct, 29, 2025); Tr. 202:6 (Oct. 30, 2025).

There are instances where production witl cease on a well that is deemed to
be too close for safety reasons to completion operations (e.g. fracture
stimulation).

The Commission adopts the modification to address this safety issue.

3. 19.15.8.9(D)(4) NMAC

i

The Commission adopts a new subsection 19.15.8.9(D)(4) NMAC. It reads:
“t4) Upon receipt of an operator’s written variance request, the division
shall have 60 days to accept or deny the operator’s variance. The division’s
failure to act on the variance request within such period shall be deemed a
denial, If the division denies the operator’s variance, the operator shall have
30 days in which to file a request for hearing with the division pursuant to
19.15.4 NMAC.”

i, NMOGA proposed language in its “Closing Brief with Proposed Findings

of Fact and Conclusions of Law” offered language explaining the
mechanics of the variance process. NMOGA Closing Exhibit 3, p. 23 of
105; NMOGA's Finding of Fact #74.
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iii,

V.

The Applicants agreed there should be a “variance” to the one well plugging
financial assurance requirement as part of the final language in the Joint
Stipulation, Applicants’ Finding of Fact #134.

Based on this agreement, Commission used NMOGA’s proposed language
as its template but; (a) enlarged the Division’s review period from 30 to 60
days to ensure there would be enough administrative time for review and
{b} added a new second sentence regarding the result of when the Division
does not issue a decision. The Commission took judicial notice of its
existing rules in 19,14.425 NMAC and 19.15.17.16 NMAC and the
language for the new second sentence is modeled after these current
administrative processes in these NMAC sections,

Applicants’ 19.15,8.9(D)(4) NMAC is adopted and re-numbered as needed.

4, 1%,15.8.9(1) NMAC

i.

i,

iii.

The Commission adopts Applicants’ language with a modification in the
title and first sentence in 19.15.8.9(F) NMAC. (The underline and
strikethrough show the Commission’s modification to the Applicants’
language.) It reads: “Wells that are in approved temporarily abandoned
status for more than twe vears, inactive wells, and wells that are in
expired temporarily abandoned status. luaetive—wels—and—wels—in
appreved-and-expired-tempotarily pbandoned-status: An operator shall
provide financial assurance for wells that are inaetive-and-wells-in-approved
and—expired—temporarily abandoned—status, in approved temporarily
abandoned status for more than two years, in inactive status, or in expired
temporarily abandoned status erfor-which-the-operator-is-seekingapproved
temporary-abandopment—purstant—to—H93523-13-NMAC—in one of the

following categories:”

The Commission made this modification because the Commission is
focused on the fact pattern when an opetator already has bond for an active
well, and wants to retain that bond, and wants to transition the well to an
approved temporarily abandoned well.

The Commission adopts NMOGA’s citation to the record when it wrote:
“Commissioner Ampomah concluded by noting he thought the risk of not
allowing operators to use their active well blanket bond to cover active wells
in approved TA [temporarily abandoned] status for short time periods, i.e. 2
years or less, for example, before being transitioned to water flooding, etc.,
would actually lead to the premature plugging of viable wells and
considerable waste considering the amount of Permian oil that operators
have been able to recover from oil recovery projects.” NMOGA'’s Closing
Brief with Proposed Findings of Fact and Propesed Conclusions of Law, p.
12 (citing to Tr, 505:6-19 (Oct, 21, 2025).

5
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The Commission’s selection of a one-time twe-year petiod is based on the
time period referenced in NMSA 1978, Section 70-2-14 and 19.15.8.9D
NMAC.

5, Part25: 19.15.25.9(D) NMAC

i,

ii.

iii,

iv.

The Commission adopts a new sentence to 19.15.25.9(D) NMAC. It shall
be added after the Applicants® first sentence in this subsection of Exhibit
89D. Tt reads: “Upon reguest by the operator, the division may use its
discretion to grant an extension of the 30 day rebuttal period for good
cauge.”

NMOGA proposed a new sentence to provide for an extension period in the
rebuttal process. NMOGA Closing Exhibit 3, p. 32 of 105; NMOGA’s
Closing Brief with Proposed Findings of Fact and Conclusions of Law,
Finding of Fact #81 (“Upon request by the operator, the division may use
its discretion to grant an extension of the 30 day rebuttal period for good
cause.”)

The Applicants had stated an operator who submits an application should
have a “full opportunity” to provide relevant information for rebuttal.
Applicants’ Finding of Fact #232,

The Commission concludes that the new sentence is a reasonable and
logical extension of Applicants’ language that called for a “full opportunity”
in the rebuttal process.

The Commission used NMOGA’s proposed language as a template but
added “an” to make clear it was a one-time opportunity for an extension.

6. 19,15.25.13C(2) NMAC

1.

The Commission adopted Applicants’ proposed language for
19.15.25.13C(2) NMAC but with two sentence deletions and one
modification. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.)} It reads: “(2) To obtain an
extension, the operator shall apply to the division to extend temporary
abandonment status. The division shall provide at least 30 days’ notice of
the application on 1ts website and to the division mailing hst &nd—ﬁhe
e*teﬂmeﬁbmﬂ—ﬁewspaﬁei—eﬂgeim&l—e&eulr&&% The operator, division or
interested_other person_with standing may request a hearing on the
application to extension before the division, Any such hearing shall be
conducted pursuant to the procedures for adjudicatory proceedings in
19.15.4 NMAC—exeept—that—in—any—such—adjudieatory—procesding—any
interested-persen-may-intervene-tinder 19 54-HANMAGC, If a hearing is

not requested the division shall proceed with processing the application for

extension.”
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ii. First, Applicant had proposed language at the end of the first sentence
requiring the operator to provide 30 days’ notice in a newspaper of general
citculation. OXY USA (OXY) had proposed language to delete this
sentence. OXY Closing Argument Exhibit D,

iii. The Commission concludes that notice on the OCD website is a sufficient
form of public notice considering the current digital world. The
Commission agrees with OXY by a 2-1 vote.

iv. Second, Applicant had proposed language in the beginning portion of the
second sentence using the term “any interested person.” Applicants’ OXY
had proposed language to change this term to “other person with standing.”
OXY Closing Argument Exhibit D. The Commission adopts OXY’s finding
that “Applicants’ proposal that the Commission eliminate the requirement
that an interested party demonstrate ‘standing’ to request a hearing or to
intervene ... is unnecessary, inappropriate, and will further burden the
Division’s crowded hearing docket.” OXY Finding of Fact #63.

v. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term, 19,154.10 NMAC. The
Commission agrees with OXY by a 2-1 vote and adopts OXY’s language.

vi. Third, Applicant had proposed a sentence regarding intervention by “any
interested person” before the last sentence of the subsection. OXY had
proposed language to delete this sentence. OXY Closing Argument Exhibit
D.

vil. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term, 19.15.4.10 NMAC. The
Commisston agrees with OXY by a 2-1 vote. N

Conclusion

The Commission is authorized to adopt regulations pursuant to the New Mexico Oil and
Gas Act, NMSA 1978, Sections 70-2-11 and -12. The Commission concludes that the proposed
changes to 19,152, 19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC, as shown on Applicants’
Exhibits 90A-E, and the above stated supplemental changes, are hereby approved,

This Order shall serve as the “concise explanatory statement” required by NMSA 1978,
Section 14-4-5.5.

Based on the findings and reasons stated above and pursuant to this authority, this Order is
ADOPTED.
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STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

et (Harg

Albert Chang, Chairman
New Mexico Qil Conservation Commission

DATED: 7/16/2026
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This is a short-form amendment to 19,15.2.7 NMAC, Subsections A, B, E, I, L and T, effective 9/22/2026.

Short form amendment explanatory statement. Subsections C, D, F-H, J-K, M-8, and U- through W were not
shown as ne changes were made to those subsections,

19.15.2.7 DEFINITIONS: These definitions apply to 19.15.2 NMAC through 19.15.39 NMAC.
Al Definitions beginning with the letter “A”.
n “Abate” means to investigate, contain, remove or mitigate water poliution.
) “Ahatement” means the investigation, containment, removal or other mitigation of water
poltution,
)] “Abatement plan® means a description of operational, monitoring, contingency and

closure requirements and conditions for water pollution’s prevention, investigation and abatement.
3] “Act” or “Oil and Gas Act” means Chapter 70, Article 2 NMSA 1978, as it may be
modified or amended.

6)] “Adjoining spacing units” mean those existing or prospective spacing units in the same
pool that are touching at 2 point or line on the subject spacing unit.
(6) “Adjusted allowahle” means the allowabie production a well or proration unit receives
after all adjustments are made.
@) “AFE” means authorization for expenditure.
(&) «Affected persons” means the following persons owning inferests in a spacing unit or
other identified tract:
(a} the operator, as shown in division records, of a well on the tract, or, if the tract is
included in a division-approved or federal unit, the designated unit operator;
(b) in the absence of an operator, or with respect to an application wherein the

operator of the spacing unit or identified tract is the applicant, each working interest owner whose interest is
evidenced by a written conveyance document either of record or known to the applicant as of the date the applicant
files the application;

(c} as to any tract or interest therein that is not subject to an existing oil and gas
lease, each mineral interest owner whose interest is evidenced by a written conveyance document either of record or
known to the applicant as of the date the applicant filed the application; and

(d) if the United States or state of New Mexico owns the mineral estate in the
spacing unit or identified tract or any part thereof, the BLM or stafe land office, as applicable; or

(e) if the mineral estate in the spacing unit or identified tract or any part thereof is
tribal Tand, the BLM, the United States department of the interior, bureau of Indian affairs, and the relevant fribe.

)] “Allocated pool” means a pool in which the total oil or gas production is restricted and is
allocated to various wells in the pool in accordance with proration schedules.

10 “Allowable production” means that number of barrels of oil or cubic feet of gas the
division authorizes to be produced from an allocated pool.

(11) “APD” means application for permit to drill.

(12) “ API* means the American petroleum institute.

13 “Approved temporary abandonment,” “temporary abandonment,” or “temporarily
abandoned statns” means the status of a well that is inactive, has been approved in accordance with 19,15.25.13
NMAC and complies with 19.15.25.12 NMAC through 19.15.25.14 NMAC.

(14) “Aquifer” means a geological formation, group of formations or a part of a formation
that can yield a significant amount of water to a well or spring.

s “ASTM?* means ASTM International - an international standards developing
organization that develops and publishes voluntary technical standards for a wide range of materials, products,
systems and services.

B. Definitions beginning with the letter “B*,
n “Back allowable” means the authorization for production of an underproduction
resuiting from pipeline proration.
2) “Background” means, for purposes of ground water abatement plans only, the amount of

ground water contaminants naturally oceurring from undisturbed geologic sources or water contaminants occurring
from a source other than the responsible person’s facility. This definition does not prevent the director from
requiring abatement of commingled plumes of poliution, does not prevent responsible persons from seeking
contribution or other legal or equitable relief from other persons and does not preciude the director from exercising

19.15.2 NMAC 1
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enforcement authority under any applicable statute, rule or common law.

3 “Barrel” means 42 United States gallons measured at 60 degrees fahrenheit and
atmospheric pressure at the sea level.
) “Barrel of oil” means 42 United States gallons of oil, after deductions for the full

amount of basic sediment, water and other impurities present, ascertained by centrifugal or other recognized and
customary test.

(5) “Barrel of oil equivalent” is determined by converting the volume of gas the well
produced to barrels of ol by using a ratio of 6,000 cubic feet to one barrel of oil.

[(5}] {6) *Below-grade tank” means a vessel, excluding sumps and pressurized pipeline drip
traps, where a portion of the tank's sidewalls is below the surrounding ground surface’s elevation. Below-grade tank
does not inctude an above ground storage tank that is located above or at the surrounding ground surface’s elevation
and is surrounded by berms.

¢} “Beneficial purposes” or “beneficial use” means an il or gas well that is being used in
a productive or beneficial manner including production, injection or monitoring,

[€6}] (8) “Berm” means an embankment or ridge consiructed to prevent the movement of liquids,
sludge, solids or other materials.

[(B] (9) “Biopile?, also known as biocell, bioheap, biomound or compost pile, means a pile of
contaminated soils used to reduce concentrations of petrolewn constituents in excavated soils through
biodegradation. This technology involves heaping contaminated soils into piles or “cells” and stimulating aerobic
microbial activity within the sails through the aeration or addition. of minerals, nutrients and moisture.

[(83](10)“BLM?” means the United States department of the interior, bureau of land management.

[€83](11)“Bottom hole pressure” means the gauge pressure in psi under conditions existing at or
near the producing horizon.

[amiae) “Bradenhead gas well” means a well producing gas through wellhead
connections from a gas reservoir that has been successfully cased off from an underlying oil ot gas reservoir.

[aHIA3} “BS&W* means basic sediments and water.

[aid4) “BTEX” means benzene, toluene, ethylbenzene and xylene.

ko
E. Definitions beginning with the letter “E”.

1) “EC*” means electrical conductivity,

(2) “Enhanced oil recovery praject” means the use or the expanded use of a process for the
displacement of oil from an oil well or division-designated pool other than a primary recovery process, including but
not limited to the use of a pressure maintenance process; a water flooding process; an immiscible, miscible,
chemical, thermal or biclogical process; or any other related process.

(3) “LOR project” means an enhanced oi! recovery project.
) “EPA” means the United States environmental protection agency.
5 “Exempted aquifer” means an aquifer that does not currently serve as a source of

drinking water, and that cannot now and will not in the foreseeable future serve as a source of drinking water
because:

(a) it is hydracarbon producing;
(b} it is situated at a depth or location that makes the recovery of water for drinking
water purposes economically or technologically impractical; or
(c) it is so contaminated that it would be economically or technologically
impractical to render that water fit for human consumption,
(] “Exempt waste” means oil field waste exempted from regulation as hazardous waste
pursuant to Subtitle C of RCRA and applicable regulations.
O “Existing spacing unit” means a spacing unit containing a producing well.
8 “Expired temporary abandonment” or “expired temporary abandenment status”

means the status of a well that is inactive and has been approved for temporary abandoned status in accordance with
19,15.25.13 NMAC, but that no longer complies with 19.15.25.12 NMAC through 19.15.25,14 NMAC,

*EE

L Definitions beginning with the letter “I”.
¢ “Tilegal gns” means gas produced from & gas well exceeding the division-determined
allowable.
2) “IHegal oil” means oil produced exceeding the allowable the division fixes.
3} “Illegal product” means a product of illegal gas or illegal oil.

19.152 NMAC 2
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(4} “Inactive well” means a well that has had no production or injection for 12 consecutive
months or is not being used for beneficial purposes [sueh-as] including production, injection or menitering and that
is not being drilled, completed, repaired or worked over.

(5) “Injection well” means a well used for the injection of alr, gas, water or other fluids into
an underground stratum,
ek
L. Definitions beginning with the letter “L”,
1) “Limiting gas-oil ratio” means the gas-oil ratio the division assigns to a particular oil

pool to limit the volumes of casinghead gas that may be produced from the various oil producing units within that
particular pool.

(2) “Liner” means a continuous, low-permeability layer constructed of natural or human-
made materials that restricts the migration of liguid oil field wastes, gases or leachate,

3 “LLDPE” means linear low-density polyethylene,

C)] “Load oil* means oi! or liquid hydrocarbon that has been used in remedial operation in
an oil or gas well.

5) “Log” means a systematic detailed and correct record of fonmations encountered in
drilling a well.

(6) “Low producing well” means an oil or gas well that produced iess than 180 days and
less than 1,000 barrels of oil equivalent within a consecutive 12 month period,
Hokk

T. Definitions beginning with the letter “T*.
1 “Tanl bottoms” means that accumulation of hydrocarbon material and other substances

that settles naturally below oil in tanks and receptacles that are used in oil’s handling and storing, and which
accumulation contains more than two percent of BS&W; provided, however, that with respect to lease production
and for lease storage tanks, a tank bottom shall be limited to that volume of the tank in which it is contained that lies
below the bottom of the pipeline outlet to the tank.

2) “TDS” means total dissolved solids.

[B}——“Temporary-abandonmeni?or “temporarily abandoned-status” means-the status-ofa
wellthatds-inactive:]

[€43] (3) “Top proration unit allowable for gas® means the maximum number of cubic feet of
gas, for the proration period, the division allocates to a gas producing unit in an allocated gas pool.

[€53] {4) “Top proration unit allowable for oil” means the maximum munber of barrels for oil
daily for each calendar month the division allocates on a proration unit basis in a pool to non-marginal units. The
division shall determine the top proration unit allowable for a pool by multiplying the applicable depth bracket
allowable by the market demand percentage factor in effect.

[€63] (5) “TPH® means total petroleum hydrocarbons,

[(D] (6) “Treating plant” means a plant constructed for wholly or partially or being used wholly
or partiafly for reclaiming, treating, processing or in any manner making tank bottoms or other waste oil marketable,

[€83] (7) “Tribal lands” means those lands for which the United States government has a trust
responsibility to a native American tribe or a member of a native American tribe. This includes reservations, pueblo
land grants, tribal trust lands and individual trast allotments.

[£9)] (8) *Tribal leases” means those leases of minerals or interests in or rights to minerals for
which the United States government has a trust responsibility to a native American tribe or a member of a native
American iribe,

[am] “Tribal minerals” means those minerals for which the United States
government has a trust responsibility to a native American tribe or a member of a native American tribe.

(@] (10) “T'rue vertical depth” means the difference in elevation between the ground
level at the surface location of the well and the deepest point in the well bore,

@nran “Tubingless completion®” means a well completion in which the production
string of casing has an outside diameter of 2.875 inches or less.

[¢E3)] (12) “Tubingless multiple completion” means completion in which two or more

common seurces of supply are produced through an equal number of casing strings cemented in a common weil
bore, each such siring of casing having an outside diameter of 2.875 inches or less, with the production from each
cominon source of supply completely segregated by cement.

skt

[19.15.2.7 NMAC - Rp, 19.15.1.7 NMAC, 12/1/2008; A, 3/31/2015; A, 6/30/2016; A, 6/26/2018; A, 1/15/2019; A,

19.15.2 NMAC 3
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10/13/2020; A, 8/23/2022; A, 7/29/2025; A, 9/22/2026]

19.15.2 NMAC
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

OIL CONSERVATION COMMISSION

IN THE MATTER OF PROPOSED

AMENDMENTS TO 19.15.2, 19.15.5, 19.15.8,

19.15.9, and 19.15.25 NMAC Case No. 24683
Order No. R-24486

Rule Making Order and Reasons for the Action Taken

This matter comes before the New Mexico Oil Conservation Commission (“Commission”
or “OCC”) upon a Petition filed on June 24, 2024, by Western Environmental Law Center, Citizens
Caring for the Future, Conservation Voters New Mexico Education Fund, Dine CAR.E,
Earthworks, Naeva, New Mexico Interfaith Power and Light, Sierra Club, and WildEarth
Guardians (collectively, Applicants), for the adoption of proposed amendments to 19.15.2, 19.15.5,
19.15.8, 19.15.9 and 19.15.25 NMAC, Public hearings were held October 20-24, October 27-21
and November 3-6, 2025, in Santa Fe, New Mexico and on a virtual platform. Applicants
presented a final set of proposed rules in its “Notice of Filing Closing Argument and Proposed
Statement of Reasons™ in Exhibits 90A-90E on April 3, 2026. Public deliberations were held on
June 3, 5 and 11, and July 1, 2026. '

The Comumission, having reviewed the submittals, testimony, evidence, the parties® filed Joint
Stipulation and accompanying materials, Hearing Officer’s Report and the Proposed Findings of
Fact and Conclusions of Law hereby issues, as provided for in 19.15.3.12 NMAC and 19.15.3.
13C NMAC, the following ORDER and REASONS FOR THE ACTION TAKEN. The
Commission has the authority to adopt, refuse to adopt or adopt the proposed rule change in part
pursuant to 19.15.3.13C NMAC. The Commission’s actions are the following:

A, Adoption of Applicants’ Proposed Language
1. 19.15.2,19.15.5,19.15.8, 19.15.9 and 19.15.25 NMAC
i. The Commission adopts Applicants’ proposed rule changes in 19.15.2,

19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC in Applicants’ 90A-90E,

ii, Exhibits 89A-89F show the parties’ “Joint Stipulation” regarding language
changes.

iii. Exhibits 90A-90E incorporate the parties’ “Joint Stipulation” regarding
language changes.

iv. The Commission ADOPTS AND INCORPORATES Applicants’ “Notice of
Filing Closing Argument and Proposed Statement of Reasons” as its own
Findings of Fact and Conclusions of Law and its own REASONS FOR THE
ACTION TAKEN, except paragraphs 53, 258 through 261, and except as
modified by this Order.
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The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons™ provided persuasive legal arguments
in favor of Applicants’ positions for the major questions posed in the
Hearing Officer’s Report: (1) The Commission’s Statutory Authority; (2)
Preventing Waste; (3) Regulating Operator Registration and Change of
Operator; (4) House Bill 80.

The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons” provided a pteponderance of evidence,
including substantial evidence, to support the Applicants’ proposed rule
changes.

All of Applicants’ rule changes are adopted except as modified in the
following below:

B. Modifications to Applicants’ Proposed Language.

1, Pari8:
i,

iii.

19.15.8.9(C) and (D)(1) and (D)(2) and (E) NMAC

The Commission adopts Applicants’ language with a modification in the
first sentence of 19.15.8.9(C) NMAC. (The undetline and strikethrough
show the Commission’s modification to the Applicants’ language.) It reads:
“An operator shall provide financial assurance for wells that are not subject
to Subsections D, and E_and F of 19.15.8.9 NMAC in via one of the
following eategeries:”

The Commission adopts Applicants’ language with a meodification in
19.15.8.9(D)1 NMAC. Tt reads: “Low producing wells. As of [effective
date of amendments], a transferee operator shall provide a one well
plugging financial assurance of $150,000 for each low producing well prior
to transfer, unless the well being transferred is already covered by a one well
financial assurance under Subsection D(2), B or F of 19.15.8.9 NMAC,
The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(D)2 NMAC. Tt reads: “Beginning May 1, 2029,
an operator shall provide a one well plugging financial assurance for each
Jow producing well that is not covered by a one well financial assurance
under Subsection E or F of 19.15.8.9 NMAC.”

. The Commission adopts Applicants’ language with a modification in the

second sentence in 19.15.8.9(D)2 NMAC. It reads: “Each operator with a
one or more low producing well or wells shall annually review the number
of low producing wells registered to the operator and shall update the one
well plugging financial assurance by May 1 of each year.”

The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(E)1 NMAC. It reads: “Beginning May 1, 2029,
an operator with 20 percent or more of their wells in inactive status,

2
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approved temporarily status or expired temporarily abandoned status, or a
combination thereof, shall provide a one well plugging financial assurance
in the amount of $150,000 for cach well that is registered to the operator,
but not covered by a one well financial assurance under Subsection I3 or F
of 19.15.8.9 NMAC, until the percentage of the operator’s wells in such
statuses is decreased below 20 percent.” '

The reason for these modifications is because the Commission was
concerned that the rules could be read such that two or three categories
could be stacked upon each other whete an operator would be forced to have
multiple, overlapping $150,000 bonds for a single well.

The Commission concludes that the overall goal of the applicable statutes
and Applicants’ rule changes is to have a single well financial assurance that
is set at a dollar figure that reasonably approximates the cost of plugging a
single well. An overjapping bonding situation could result in a well being
significantly more bonded than the Applicants’ and OCD’s estimate of the
cost to plug a single well. The record did not support an overlapping
bonding situation where a single well would have to be bonded to $450,000
(e.g. stacking multiple $150,000 bonds).

The Commission adopts: “The overlapping structure of proposed
19.15.8.9(C) through (G) NMAC creates double-boding obligations for
certain well types under multiple Subsections (C)-(G) simultaneously,
without a provision clarifying which obligation controls or when
satisfaction of one discharges another.” NMOGA, Closing Brief with
Proposed Findings of Fact and Proposed Conclusions of Law, p. 63, Finding
#65. “19.15.8.9(A) should be amended to clarify that ... the requirements
are alternatives rather than cumulative obligations.” NMOGA, Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
63, Finding #66.

The Commission, during its deliberations, went through possible scenarios
under 19.15.8.9 NMAC to make sure there were no gaps in coverage, and
an operator would not have bonds stacked upon each other for a single well.
To the extent that there was discussion that other agencies may potentially
also require oil and gas industry financial assurance in the future, the
Commission finds that the issue is premature and outside of the scope of
what the Commission can consider in this rulemaking.

The Commission added some phrases to these subsections for grammatical
purposes. '

2. 19.15.8.9(D)(3) NMAC

i

The Commission adopts Applicants’ language with a modification to the
end of Applicants’ first sentence and made several changes to the second

3
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sentence. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “An operatot of a low
producing well may request a variance to the one well plugging financial
assurance requirement of $150,000 upon a demonstration satisfactory to the
division that there is a physical impediment limiting the well’s midstream
takeaway capacity or interference from nearby operations, stimulation of
drilling impacting safe or ptudent pressure practices, The demonstration
shall include a certification from the operator detailing the nature of the
physieal-impedisent constraint explaining why the physical-impediment
constraint is outside the control of the operator, detailing the alternatives
that were or are being explored to address the constraint lack-of-takeaway
eapaeity and an estimated date when the constraint lack—of+takeaway
eapacity will be corrected.

. NMOGA had proposed language include “a proximity operation or

interference including nearby fracturing, stimulation, drilling oz operations
impacting safe or prudent pressure practices. NMOQGA’s Closing Package,
Exhibit 3. NMOGA had proposed a modification to Applicants’ language
to replace the term “physical impediment” with “constraint” because the
latter term is a more inclusive term.

NMOGA witness Mr. Arthur testified there was a need for exceptions
beyond Applicants’ “midstream takeaway capacity” exception, particularly
for safety issues. NMOGA’s Closing Package, Exhibit 3 (citing to Tr, 97:4-
98:3 (Oct. 29, 2025); Tr. 202:6 (Oct. 30, 2025).

Thete are instances where production will cease on a well that is deemed to
be too close for safety reasons to completion operations (e.g. fracture
stimulation).

The Commission adopts the modification to address this safety issue.

3, 19.15.8.9(D)(4) NMAC

i

il.

The Commission adopts a new subsection 19,15.8.9(D)(4) NMAC. Itreads:
“(4) Upon_receipt of an operator’s written variance request, the division
shall have 60 days to accept or deny the operator’s variance. The division’s
failure to act on the variance request within such period shall be deemed a
denial. Tf the division denies the operator’s variance, the operator shall have
30 days in which to file a request for hearing with the division pursuant to
19.15.4 NMAC.”

NMOGA proposed language in its “Closing Brief with Proposed Findings
of Fact and Conclusions of Law” offered language explaining the
mechanics of the variance process. NMOGA Closing Exhibit 3, p. 23 of
105; NMOGA’s Finding of Fact #74.
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The Applicants agreed there should be a “variance” to the one well plugging
financial assurance requirement as part of the final language in the Joint
Stipulation. Applicants’ Finding of Fact #134.

Based on this agreement, Commission used NMOGA’s proposed language
as its template but: (a) enlarged the Division’s review petiod from 30 to 60
days to ensure there would be enough administrative time for review and
(b) added a new second sentence regarding the result of when the Division
does not issue a decision. The Commission took judicial notice of its
existing rules in 19.14.4.25 NMAC and 19.1 5.17.16 NMAC and the
language for the new second sentence is modeled after these current
administrative processes in these NMAC sections.

Applicants’ 19.15.8.9(D)(4) NMAC is adopted and re-numbered as needed.

4. 19.15.8.9(I") NMAC

i

ii.

iii.

The Commission adopts Applicants’ language with a modification in the
title and first sentence in 19.15.8.9(F) NMAC. (The underline and
strikethrough show the Commission’s modification to the Applicants’
language.) It reads: “Wells that are in approved tempora rily abandoned
status for more than two vears, inactive wells, and wells that are in
expired temporarily abandoned status. Inaetive—weHs—and—wells—in
anproved andexpired—temporarily-abandoned status: An operator shall
provide financial assurance for wells that are inactive-and wellsin-approved
and-—expired—temporarily—abandoned—status, in approved temporarily
abandoned status for more than two vears, in inactive status, ot in expired
temporarily abandoned status or-for-which-the-operator-is-seeldng approved
W&MW%% in one of the

following categories:”

The Commission made this modification because the Commission is
focused on the fact pattern when an operator already has bond for an active
well, and wants to retain that bond, and wants to transition the well to an
approved tempotarily abandoned well.

The Commission adopts NMOGA's citation to the record when it wrote:
“Commissioner Ampomah concluded by noting he thought the risk of not
allowing operators to use their active well blanket bond to cover active wells
in approved TA ftemporarily abandoned] status for shott time periods, i.e. 2
years or less, for example, before being transitioned to water flooding, etc.,
would actually lead to the premature plugging of viable wells and
considerable waste considering the amount of Permian oil that operators
have been able to recover from oil recovery pfojects.” NMOGA’s Closing
Brief with Proposed Findings of Fact and Proposed Conclusiens of Law, p.
12 (citing to Tr. 505:6-19 (Oct. 21, 2025).

5
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The Commission’s selection of a one-time two-year petiod is based on the
year p

time peliod referenced in NMSA 1978, Section 70-2-14 and 19.15.8.9D
NMAC.

5. Part 25: 19.15.25.9(D) NMAC

i.

il.

iii,

iv,

The Cominission adopts a new sentence to 19.15.25.9(D) NMAC. It shall
be added after the Applicants’ first sentence in this subsection of Exhibit
89D, Tt reads: “Upon request by the operator, the division may use its
diseretion to grant an extension of the 30 day rebuttal period for good
cause.”

NMOGA proposed a new sentence to provide for an extension period in the
rebuttal process, NMOGA Closing Exhibit 3, p. 32 of 105; NMOGA's
Closing Brief with Proposed Findings of Fact and Conclusions of Law,
Finding of Fact #81 (“Upon request by the operator, the division may use
its discretion to grant an extension of the 30 day rebuttal petied for good
cause.”)

The Applicants had stated an operator who submits an application should
have a “full opportunity” to provide relevant information for rebuttal.
Applicants’ Finding of Fact #232.

The Commission concludes that the new sentence is a teasonable and
Jogical extension of Applicants’ Janguage that called fora “full opportunity”
in the rebuttal process.

The Commission used NMOGA’s proposed language as a template but
added “an” to make clear it was a one-time opportunity for an extension.

6. 19.15.25.13C(2) NMAC

i.

The Commission adopted Applicants’ proposed language for
19.15.25.13C(2) NMAC but with two sentence deletions and one
modification. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “(2) To obtain an
extension, the operator shall apply to the division to extend temporary
abandonment status, The division shall provide at Jeast 30 days® notice of
the application on its website and to the division mailing Tist and—the
eﬁ U 3 v, H 3 . ‘.
axtension-in-anewspaper-of-generalcireulation: The operator, division or
interested other person_with standing may request a hearing on the
application to extension before the division. Any such hearing shail be
conducted pursuant to the procedures for adjudicatory proceedings in
19.15.4 NMAC—e*eept—that—mﬁmy—sueh—adjﬂéwa{eﬁ’—?*@eeeémg—&ﬂy
m%efesteé—pefsemwméeweae—aﬂdei—l%% If a hearing is
not requested the division shall proceed with processing the application for
extension.”
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ii. First, Applicant had proposed language at the end of the first sentence
requiring the operator to provide 30 days’ notice in a newspaper of general
circulation. OXY USA (OXY) had proposed language to delete this
sentence. OXY Closing Argument Exhibit D.

iii. The Commission concludes that notice on the OCD website is a sufficient
form of public notice considering the current digital world. The
Commission agrees with OXY by a 2-1 vote.

iv. Second, Applicant had proposed language in the beginning portion of the
second sentence using the term “any interested person.” Applicants” OXY
had proposed language to change this term to “other person with standing.”
OXY Closing Argument Exhibit D. The Commission adopts OXY’s finding
that “Applicants’ proposal that the Commission eliminate the requirement
that an interested party demonstrate ‘standing’ to request a hearing or to
intervene ... is unnecessary, inappropriate, and will further burden the
Division’s crowded hearing docket.” OXY Finding of Fact #63.

v. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term, 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote and adopts OXY’s language.

vi. Third, Applicant had proposed a sentence regarding intervention by “any
interested person” before the last sentence of the subsection. OXY had
proposed language to delete this sentence. OXY Closing Argument Exhibit
D.

vii. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote. N

Conelusion

The Commission is authorized to adopt regulations pursuant to the New Mexico Oil and
Gas Act, NMSA 1978, Sections 70-2-11 and -12. The Commission concludes that the proposed
changes to 19.15.2, 19.15.5, 19,158, 19.15.9 and 19.15.25 NMAC, as shown on Applicants’
Exhibits 90A-E, and the above stated supplemental changes, are hereby approved.

This Order shall serve as the “concise explanatory statement” required by NMSA 1978,
Section 14-4-5.5.

Based on the findings and reasons stated above and pursuant to this authority, this Order is
ADOPTED.
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19.15.5.9 COMPLIANCE:
A. An operator is in compliance with Subsection A of 19.15.5.9 NMAC if the operator:
03] currently meets the financial assurance requirements of 19.15.8 NMAC;
) is not subject to a division or commission order, issued affer notice and hearing, finding
the operator to be in violation of an order requiving corrective action;
(&)] does not have a penalty assessment that is unpaid more than 30 days after issuance of the

order assessing the penalty; fand]

()] [has-ne-mere-than-the-following number-ofwells out of compliance-with-19-1525:8
NMAC-that-are-net] currently meets the requirements of 19.15.25.8 NMAC er is subject to an agreed compliance or
final order setting a schedule for bringing the wells into compliance with 19.15.25.8 NMAC and imposing sanctions
if the schedule is not met; and

[(y—bve-wells-or-fifly-pereent of the wells-the-operater-operates,whicheveris lessif
the-eperator operates 100 wells-or-less;]
——————{by—five-wells-if the-operator-operates-between-101-and-500-wells:
————{e)}——seven-wells-if the-operator operates-between-501 and 1000-wells;-and
if-the-operator eperates-meore-than 1000-wells]
(5) currently meets the requirementis of Subsections A to D of 19.15.27.8 NMAC,

B, Inactive wells,
¢)) The division shall make available on its website, and update daily, an “inactive well list”
listing each well, by operator, that according to division records:
(a) shows no production or injection for past {45] 14 months or has had a final

determination of no beneficial use under 19.15.25.9 NMAC;

(D) does not have its well bore plugged in accordance with [49:35.25.9] 19.15.25.10
NMAC through [$9145:25.1+] 19.15.25.12 NMAC;

(e is not in approved temporary abandonment in accordance with [19:15:2512]
19.15.25.13 NMAC through [49:45.25:147 19,15.25,15 NMAC; and
(@ is not subject to an agreed compliance or final order setting a schedule for
bringing the well into compliance with 19.15.25.8 NMAC.
) A well inactive for more than [15] 14 months creates a rebuttable presumption that the
well is out of compliance with 19.15.25.8 NMAC.
C. Financia} assurance, The division shall make available on its website and update weekly the

status of operators’ financial assurance that 19.15.8 NMAC requires, according to divisicn records.
[19.15.5.9 NMAC - Rp, 19.15.1.40 NMAC, 12/1/2008; A, 11/30/2016, A, 2/25/2020; A, 9/22/2026]

19.15.5 NMAC |
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION COMMISSION

IN THE MATTER OF PROPOSED

AMENDMENTS TO 19.15.2, 19.15.5, 19.15.8,

19,15.9, and 19.15.25 NMAC Case No. 24683
Order No. R-24486

Rule Making Order and Reasons for the Action Taken

This matter comes before the New Mexico Oil Conservation Commissien (“Commission”
or “OCC”) upon a Petition filed on June 24, 2024, by Western Envitonmental Law Center, Citizens
Caring for the Future, Conservation Voters New Mexico Education Yund, Dine C.A.R.E,,
Earthworks, Naeva, New Mexico Interfaith Power and Light, Sierra Club, and WildEarth
Guardians (collectively, Applicants), for the adoption of proposed amendments to 19.15.2, 19.15.5,
19.15.8, 19.15.9 and 19.15.25 NMAC. Public hearings were held October 20-24, October 27-21
and November 3-6, 2025, in Santa Fe, New Mexico and on a virtoal platform. Applicants
prosented a final set of proposed rules in ifs “Notice of Filing Closing Argument and Proposed
Statement of Reasons” in Exhibits 90A-90F on April 3, 2026. Public deliberations were held on
June 3, 5 and 11, and July 1, 2026. '

The Commission, having reviewed the submittals, testimony, evidence, the parties’ filed Joint
Stipulation and accompanying materials, Hearing Officer’s Report and the Proposed Findings of
Fact and Conclusions of Law hereby issues, as provided for in 19.15.3.12 NMAC and 19.15.3.
13C NMAC, the following ORDER and REASONS FOR THE ACTION TAKEN. The
Commission has the authority to adopt, refuse to adopt or adopt the proposed rule change in part
pursuant to 19.15.3.13C NMAC. The Commission’s actions are the following:

A. Adoption of Applicants’ Proposed Language
1. 19.15.2,19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC
i. The Commission adopts Applicants’ proposed rule changes in 19.15.2,

19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC in Applicants’ 90A~90E.

ii. Exhibits 89A-89E show the parties’ “Joint Stipulation” regarding langnage
changes.

iii. Exhibits 90A-90E incorporate the parties’ “Joint Stipulation” regarding
language changes.

iv. The Commission ADOPTS AND INCORPORATES Applicants’ “Notice of
Filing Closing Argument and Proposed Statement of Reasons” as its own
Findings of Fact and Conclusions of Law and its own REASONS FOR THE
ACTION TAKEN, except paragraphs 53, 258 through 261, and except as
modified by this Order.
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v. The Commission finds that Applicants’ “Notice of Filing Closing Argument

vi,

vii,

and Proposed Statement of Reasons™ provided persuasive legal arguments
in favor of Applicants® positions for the major questions posed in the
Hearing Officer’s Report: (1) The Commission’s Statutory Authority; (2)
Preventing Waste; (3) Regulating Operator Registration and Change of
Operator; (4) House Bill 80.

The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons” provided a preponderance of evidence,
including substantial evidence, to support the AppHlcants’ proposed tule
changes.

All of Applicants’ rule changes are adopted except as modified in the
following below:

B. Modifications to Applicants’ Proposed Language.

1. Part8:
i

iii.

19.15.8.9(C) and (D)(1) and (D)(2) and (F) NMAC

The Commission adopts Applicants’ language with a modification in the
first sentence of 19.15.8.9(C) NMAC. (The underline and strikethrough
show the Commission’s modification to the Applicants’ language.) It reads:
““An operator shall provide financial assurance for wells that are not subject
to Subsections D, and F_and F of 19,15.8.9 NMAC i# via one of the
following eategotries:”

. The Commission adopts Applicants’ langnage with a modification in

19.15.8.9(D)1 NMAC, It reads: “Low preducing wells. As of [effective
date of amendments], a transferee operator shall provide a one well
plugging financial assurance of $150,000 for each low producing well prior
to transfer. unless the well being transferred is already covered by a one well
financial assurance under Subsection D(2). E or F of 19.15.8.9 NMAC,
The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(D)2 NMAC. It reads: “Beginning May 1,2029,
an operator shall provide a one weil plugging financial assurance for each
fow producing well that is not covered by a_one well financial assurance
under Subsection E or F of 19.15.8.9 NMAC.”

The Commission adopts Applicants’ language with a modification in the
second sentence in 19.15.8.9(D)2 NMAC. It reads: “Each operator with &
one or mote low producing well or wells shall annually review the number
of low producing wells registered to the operator and shall update the one
well plugging financial assurance by May 1 of each year.”

The Commission adopts Applicants’ langnage with a modification in the
first sentence in 19.15.8.9(E)1 NMAC. It reads: “Beginning May 1, 2029,
an operator with 20 percent or more of their wells in inactive status,

2
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approved temporatily status or expired temporarily abandoned status, or a
combination thereof, shall provide a one well plugging financial assurance
in the amount of $150,000 for each well that is registered to the operator,
but not covered by a one well financial assurance under Subsection D or F
of 19.15.8.9 NMAC, until the percentage of the operator’s wells in such
statuses is decreased below 20 percent.” ‘
The reason for these modifications is because the Commission was
concerned that the rules could be read such that two or three categories
could be stacked upon each other where an operator would be forced to have
multiple, overlapping $150,000 bonds for a single well.
The Commission concludes that the overall goal of the applicable statutes
and Applicants’ rule changes is to have a single well financial assurance that
is set at a dollar figute that reasonably approximates the cost of plugging a
single well. An overlapping bonding situation could result in a well being
significantly more bonded than the Applicants’ and OCD’s estimate of the
cost to plug a single well. The record did not support an overlapping
bonding situation where a single well would have to be bonded to $450,000
(e.g. stacking multiple $150,000 bonds).
The Commission adopts; “The overlapping structure of proposed
19.15.8.9(C) through (G) NMAC creates double-boding obligations for
certain well types under multiple Subsections (C)-(G) simultaneously,
without a provision clarifying which obligation controls or when
satisfaction of one discharges another.” NMOGA, Closing Brief with
Proposed Findings of Fact and Proposed Conclusions of Law, p. 63, Finding
#65. “19.15.8.9(A) should be amended to clarify that ... the requirements
are aliernatives rather than cumulative obligations.” NMOGA, Closing
Brief with Proposed Findings of Fact and Propased Conclusions of Law, p.
63, Finding #66.
The Commission, during its deliberations, went through possible scenarios
under 19.15.8.9 NMAC to make sure there were no gaps in coverage, and
an operator would not have bonds stacked upon each other for a single well.
To the extent that there was discussion that other agencies may potentially
also require oil and gas industry financial assurance in the future, the
Commission finds that the issue is premature and outside of the scope of
what the Commission can consider in this rulemaking,
The Commission added some phrases to these subsections for grammatical
purposes. ’

2. 19.15.8.9(D)(3) NMAC

i

The Commission adopts Applicants’ language with a modification to the
end of Applicants’ first sentence and made several changes to the second

3
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sentence. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “An operator of a low
producing well may request a variance to the one well plugging financial
assurance requirement of $150,000 upona demonstration satisfactory to the
division that there is a physical impediment limiting the well’s midstream
takeaway capacity or_interference from nearby operations, stimulation or
drilling impacting safe or prudent pressure practices. The demonstration
shall include a certification from the operator detailing the nature of the
physical-impediment constraint explaining why the physieal-tmpediment
constraint is outside the control of the operator, detailing the alternatives
that were or arc being explored to address the constraint fack-of-telceaway
eapaeity and an estimated date when the constraint lack—ef-takeaway
eapaeity will be corrected,

. NMOGA had proposed language include “a proximity operation ot

interference including nearby fracturing, stimulation, drilling or operations
impacting safe or prudent pressuse practices. NMOGA’s Closing Package,
Exhibit 3. NMOGA had proposed a modification to Applicants’ language
to replace the term “physical impediment” with “constraint” because the
latter term is a more inclusive term.

NMOGA witness Mr. Arthur testified there was a need for exceptions
beyond Applicants’ “midstream takeaway capacity” exception, particularly
for safety issues. NMOGA’s Closing Package, Exhibit 3 (citing to Tr. 97:4-
98:3 (Oct. 29, 2025); Tr. 202:6 (Oct. 30, 2025).

There are instances where production will cease on a well that is deemed to
be too close for safety reasons to completion operations (e.g. fracture
stimulation).

The Commission adopts the modification to address this safety issue.

3, 19.15.8.9(D)(4) NMAC

1.

ii.

The Commission adopts a new subsection 19.15.8.9(D)(4) NMAC. Ltreads:
“(4) Upon receipt of an operator’s written variance request, the division
shall have 60 days to accept or deny the operator’s variance. The division’s
failure to act on the yariance request within such period shall be deemed a
denial. If the division denies the operator’s variance, the operator shall have
30 days in which to file a request for hearing with the division pursuant to
19.15.4 NMAC.”

NMOGA proposed language in its “Closing Brief with Proposed Findings
of Fact and Conclusions of Law” offered language explaining the
mechanics of the variance process. NMOGA Closing Exhibit 3, p. 23 of
105; NMOGA’s Finding of Fact #74,
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The Applicants agreed there should be a “variance” to the one well plugging
financial assurance requirement as part of the final language in the Joint
Stipulation, Applicants’ Finding of Fact #134.

Based on this agreement, Commission used NMOGA’s proposed language
as its template but: (a) enlarged the Division’s review petiod from 30 to 60
days to ensure there would be enough administrative time for review and
(b) added a new second sentence regarding the result of when the Division
does not issue a decision. The Commission took judicial notice of its
existing rules in 19.14.4.25 NMAC and 19.1 5.17.16 NMAC and the
language for the new second sentence is modeled after these current
administrative processes in these NMAC sections.

Applicants’ 19.15.8.9(D)(4) NMAC is adopted and re-numbered as needed.

4. 19.15.8.9(F) NMAC

i

iii,

The Commission adopts Applicants’ language with a modification in the
title and first sentence in 19.15.8.9(F) NMAC. (The underline and
strikethrough show the Commission’s modification to the Applicants’
Janguage.) It reads: “Wells that are in approved temporarily abandoned
status for more than two vears, inactive wells, and wells that are in
expired temporarily abandoned status Inactive—wells—and—wells—in
approved_and-expiredtemporarily abandoned-status: An operator shall
provide financial assurance for wells that are naetive-and wells-inapproved
and—expired—temporarily—abandoned—status, in_approved temporarily
abandoned status for more than two years, in inactive status, or in expired
temporarily abandoned status orfor-whichthe-operator-is-seeling-approved

tempwmamaéeﬂmeﬁt—pmsuam—te%@%%% in one of the
following categories:”

. The Commission made this modification because the Commission is

focused on the fact pattern when an operator already has bond for an active
well, and wants fo retain that bond, and wants to transition the well to an
approved temporarily abandoned well.

The Commission adopts NMOGA’s citation to the record when it wrote:
“Commissioner Ampomah concluded by noting he thought the risk of not
allowing operators to use their active well blanket bond to cover active wells
in approved TA [temporarily abandoned] status for short time periods, i.e. 2
years or less, for example, before being transitioned to water flooding, etc.,
would actually lead to the premature plugging of viable wells and
considerable waste considering the amount of Permian oil that operators
have been able to recover from oil recovery pl;ojeots.” NMOGA’s Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
12 {citing to Tr, 505:6-19 (Oct. 21, 2025).

5
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The Commission’s selection of a one-time two-year period is based on the
time period referenced in NMSA 1978, Section 70-2-14 and 19.15.8.9D
NMAC.

5. Part25: 19.15.25.9(D) NMAC

i

ii.

iii.

iv.

V.

The Commission adopts a new seatence to 19.15.25.9(D) NMAC, It shail
be added after the Applicants® first sentence in this subsection of Exhibit
89D, Tt reads: “Upon_request by the operator, the division may use ifs
discretion to grant an extension of the 30 day rebuttal period for good
cause.”

NMOGA proposed a new senience to provide for an extension period in the
rebuttal process,. NMOGA Closing Exhibit 3, p. 32 of 105; NMOGA’s
Closing Brief with Proposed Findings of Fact and Conclusions of Law,
Finding of Fact #81 (“Upon request by the operator, the division may use
its discretion to grant an extension of the 30 day rebuttal period for good
cause.”)

The Applicants had stated an operator who submits an application should
have a “full opportunity” to provide relevant information for rebuttal.
Applicants® Finding of Fact #232.

The Commission concludes that the new sentence is a reasonable and
logical extension of Applicants’ language that called for a “full opportunity”
in the rebuttal process,

The Commission used NMOGA’s proposed language as a template but
added “an” to make clear it was a one-time opportunity for an extension.

6, 19.15.25.13C(2) NMAC

i

The Commission adopted Applicants’ proposed language for
19.15.25.13C(2) NMAC but with two sentence deletions and one
modification. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “(2) To cbtain an
extension, the operator shall apply to the division to extend temporary
abandonment status. The division shall provide at least 30 days’ notice of
the apphcatlon on 1ts website and to the dxvmon mallmg 11st aﬂd—i&he

a&m&s&eﬂ%ewspapepeﬁceﬁem}%eula&eﬂ— The opelatm dmslon or
interested other person_with standing may request a hearing on the

application to extension before the division, Any such hearing shall be
conducted pursuant to the procedures for adjudicatory proceedings in
19.154 NMAC_e*eept—eha{—m—aﬁy—s%h—&dﬁée&Weeeedﬁg«ﬂﬂy
M@Wﬂﬁeﬁammda%%%@ If a hearing is
not 1equested the division shall proceed with processing the application for
extension.”
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it. First, Applicant had proposed language at the end of the first sentence
requiring the operator to provide 30 days’ notice in a newspaper of general
circulation. OXY USA (OXY) had proposed language to delete this
sentence. OXY Closing Argument Exhibit D,

iii. The Commission concludes that notice on the OCD website is a sufficient
form of public notice considering the current digital world. The
Commission agrees with OXY by a 2-1 vote.

iv. Second, Applicant had proposed language in the beginning portion of the
second sentence using the term “any interested person.” Applicants’ OXY
had proposed language to change this term to “other person with standing.”
OXY Closing Argument Exhibit D. The Commission adopts OXY’s finding
that “Applicants’ proposal that the Commissicn eliminate the requirement
that an interested party demonstrate ‘standing’ to request a hearing or to
intervene ... is unnecessaty, inappropriate, and will further burden the
Division’s crowded hearing docket.” OXY Finding of Fact #63.

v. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote and adopts OXY’s language.

vi. Third, Applicant had proposed a sentence regarding intervention by “any
interested person” before the last sentence of the subsection. OXY had
proposed language to delete this sentence. OXY Closing Argument Exhibit
D,

vii. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote, N

Conclusion

The Commission is authorized to adopt regulations pursuant to the New Mexico Oil and
Gas Act, NMSA 1978, Sections 70-2-11 and -12. The Commission concludes that the proposed
changes to 19.15.2, 19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC, as shown on Applicants’
Exhibits 90A-E, and the above stated supplemental changes, are hereby approved.

This Order shall serve as the “concise explanatory statement” required by NMSA 1978,
Section 14-4-5.5,

Based on the findings and reasons stated above and pursuant to this authority, this Order is
ADOPTED.
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19.15.8.9 CATEGORILES AND AMOUNTS OF FINANCIAL ASSURANCE FOR WELL
PLUGGING:
Al Applicability. An operator who has drilled or acquired operating authority under 19.15.9.9

NMAC, is drilling or proposes to drill or acquire operating authority under 19,15.9.9 NMAC of an oil, gas or
injection or other service well 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 commission rules, unless the well is covered by federally
required financial assurance, The division shall not approve and the operator shall not proceed with any proposed
drilling or acquisition of operating authority under 19.15.9.9 NMAC until the operator has furnished the required
financial assurance. This Subsection A applics to Subsections B through H of this section.

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 ot any other purpose,

C. Active wells, An operator shall provide financial assurance for wells that {are-covered-by
SubseetionA-of£19.15.8.9 NMAL-and] are not subject to Subsections D, E and F of 19.15.8.9 NMAC [in] via one of
the following categories:

(1 a one well plugging financial assurance in the amount of [$25;000-plus-$2-per-foet-ef the
projected-depth-efaproposed-well-or-the-depth-ofan-existing-well: the-depth-of a-well-is-the-true-vertieal depth-for
%%MMMM%%MMM@%#GM%&&M@W&H&] 150,000 per well; or

) a blanket plugging financial assurance in the [folowing ameunts] amount of $250,000
covering all the wells of the operator subject to Subsection C of 19.15.8.9 NMAC,

[(a)——$50,000-for ene-to-10-wells;
———————eb);sqs@%%m

(d);ggé(}gggmmﬂ;mg&wem—]
D. Low producing wells, Notwithstanding the provisions in Paragraph (2) of Subsection C in this
Section;

1 As of Septemnber 22, 2026, a transferee operator shall provide a one well plugging
financial assurance of $150.000 for each low producing well prior to fransfer, unless the well being transfeired is
already covered by a one well financial assurance under Paragraph (2) of Subsection D, Subsection E or Subsection
Fof 19.15.8.9 NMAC,

(2) Beginning May 1. 2029, an operator shall provide a one well plugging financial
assurance for each low producing well that is not covered by a one well financial assurance under Subsection E or F
of 19.15.8.9 NMAC. Each operator with one ot more low producing well or wells shall annually review the number
of low producing wells registered to the operator and shall update the one well plugging financial assurance by May
1 of each year.

(3 An operator of a low producing well may request a variance to the one well plugging
financial agsurance requirement of $150,000 upon a demonstration satisfactory to the division that there is a physical
ediment limiting the well’s midstream takeaway capacity or interference from nearby operations, stimulation or
drilling impacting safe or prudent pressure practices. The demonstration shall include a certification from the
operator detailing the nature of the constraint, explaining why the constraint is outside the control of the operator,
detailing the alternatives that were or are being explored to address the constraint, and an estimated date when the
constraint will be corrected. The demonstration shall also include the notification from the midstream operator
required pursuant to Subsection D 0f 19,15.28.8 NMAC,

(4) Upon receipt of an operator’s written variance request, the division shall have 60 days to
accept or deny the eperator’s vatiance. The division’s failure to act on the variance request within such period shall
be deemed a denial. I the division denies the operater’s variance, the operator shall have 30 days in which fo file a
request for hearing with the division pursuant fo 19.15.4 NMAC.

(5 An operator may furnish all necessary one well plugging financial assurance in the form
of a single instrument.
E, Operators with twenty percent or more of wells in inactive, approved temporarily

abandoned or expired temporarily abandoned status,
Beginning May 1, 2029, an operator with twen

ercent or more of their wells in

19.15.8 NMAC 1
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inactive status, approved temporarily abancloned status or expired temporarily abandoned status, 0r & combmatlou
thereof, shall provide a one well plugging financial assurance in the amount of $150,000 for each well that is
registered to the operator but not covered by a one weli financial assurance under Subsection D or F ¢£19.15.8.9
NMAC, until the percentage of the operator’s wells in such statuses is decreased below twenty percent. Each
operator with wells in this financial assurance category shall annually review the number of wells in inactive status,
approved temporavity abandoned status and expired temporarily abandoned status registered to the operator and
shall update the one well plugging financial assurance by May 1 of each vear.

2} An operator may furnish all necessary cne well plugging financial assurance in the form
of a single instrument,
[PTE.  [Inmactive-wells] Wells that are in approved temporarily abandoned status for more than two

years, inactive wells, and tvells that are in expired temporarily abandoned status. [An-operatorshall previde
ﬁﬂ%eiawssumwﬁewewh%%ewere%&%%eﬁe%%%%%@m%%m&mpem&y
abandoned-status for meove-than-two-years] An operator shall provide financial assurance for wells that are in
approved temporarily abandoned status for more than two years, in inactive status, or in expired temporatily
abandoned status or for which the operator is seeking approved temporary abandonment pursuant to 19.15.25,13
NMAC in one of the following categories:

¢8) a one well plugging financial assurance in the amount of [$25,000-plus $2 per-foet-of the
projected-depth-efa-propesed-well-or-the-depth-of an-existing well; the-depth-of a-well-is-the-true-vertical depth-for
vertical and horizental-wells-and-the-measured-depth-for deviated-and direstional-wells] $150,000 per well; or

2) a blanket plugging financial assurance equal to an average of $150.000 per well covering
atl wells of the operator subject to [Subseetion-D] Subsection F of 19.15.8.9 NMAC.

{E.] G. Operators who have on file with the division a blanket plugging financial assurance that does not
cover additional wells shall file additional [single] one well [bond] plugging financial assurance for any wells not
covered by the existing blanket [bond] plugging financial assurance in an amount as determined by 19.15.8.9
NMAC, subject to any lmitations in Section 70-2-14 NMSA 1978 or, in the alternative, may file a [replacement
blanket-bond] financial assurance in the form of a single instrument,

H. Beginning January 1, 2032, the division may adjust the financial assurance amounts provided by
Paragraph (1) of Subsections C, D, E and F of this section by multiplying the financial assurance as of January 1,
2031 by a fraction, the numerator of which is the consuiner nrice index ending in September of the previous year
and the denominator of which is the consumer price index ending September 2030: provided that any financial
assurance shall not be adjusted below the minimum amounts required in Paragraph (1) of Subsection C, D, Eand F
of this section as s result of a decrease in the consumer producer price index. By November 1, 2031, and by
November 1 of each successive vear, the division shall post on its website the financial assurance requirements in
Subsections A through B of this section for the next year, As used in this subsection, “consumer price index” means
the consumer price index, not seasonally adjusted, for all wban consumers. United States city average for all items,
or its suceessor index, as published by the United States department of labor for a 12 month period ending
September 30. The division may adjust the applicable financial assurance amounts in accordance with this section
but may not do so mere frequently than three years from the date of the last adjustment.

[19.15.8.9 NMAC - Rp, 19.15.3.101 NMAC, 12/1/2008; A, 6/30/2015; A, 1/15/2019; A, 9/22/2026]

19.15.8.10 ADDITIONAL REQUIREMENTS FOR CASH AND SURETY BONDS:
A. Surety bonds shall be issued by a reputable corporate surety authorized by the office of the

superintendent of insurance to do business in the state. The surety shall be listed on U.S, departiment of the treasury
circular 570,

B. The operator shall deposit cash representing the full amount of the bond in an account in a
federally-insured financial institution located within the state, such account to be held in trust for the division.
Authorized representatives of the operator and the depository institution shall exccute a document evidencing the
cash bond’s terms and conditions. The operator shall file the document with the division prior to the bond’s
effective date. If the operator’s financial status or reliability is unknown to the director, the director may require the
filing of a financial statement or such other information as may be necessary to evaluate the operator’s ability to
fulfill the bond’s conditions. From time to time, any accrued interest over and above the bond’s face amount may be
paid to the operator.

[19.15.8.10 NMAC - Rp, 19.15.3.101 NMAC, 12/1/2008; A, 6/30/2015; A, 9/22/2026]

19.15.8.12 RELEASE OF FINANCIAL ASSURANCI:
A. The division shall release a financial assurance document upon the operator’s or surety’s written

19.15.8 NMAC 2
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request if all wells drilled or acquired under that financial assurance have been plugged and abandoned and the
location restored and remediated and released pursuant to 19,15.25.9 NMAC through 19,15.25.11 NMAC, or have
been covered by another financial assurance the division has approved.

B. Transfer of a property or a change of operator does not of itself release a financia} assurance. The
division shall not approve a request for change of operator for a well until the new operator has the required
financial assurance in place and is ofherwise in compliance with the requirements of 19.15.9.9 NMAC.

[19.15.8.12 NMAC - Rp, 19.15.3.101 NMAC, 12/1/2008; A, 9/22/2026]

19.15.8 NMAC 3
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION COMMISSION

N THE MATTER OF PROPOSED

AMENDMENTS TO 19.15.2, 19.15.5, 19.15.8,

19.15.9, and 19.15.25 NMAC Case No, 24683
Order No. R-24486

Rule Making Order and Reasons for the Action Taken

This matter comes before the New Mexico Qil Conservation Commission (“Commission”
or “OCC”) upon a Petition filed on June 24, 2024, by Western Environmental Law Center, Citizens
Caring for the Future, Conservation Voters New Mexico Education Fund, Dine C.AR.E,
Earthworks, Naeva, New Mexico Interfaith Power and Light, Sierra Club, and WildEarth
Guardians (collectively, Applicants), for the adoption of proposed amendments to 19.15.2, 19.15.5,
19,15.8, 19.15.9 and 19.15.25 NMAC. Public hearings were held October 20-24, October 27-21
and November 3-6, 2025, in Santa Fe, New Mexico and on a virtual platform. Applicants
presented a final set of proposed rules in its “Notice of Filing Closing Argument and Proposed
Statement of Reasons” in Exhibits 90A-90E on April 3, 2026. Public deliberations were held on
Tune 3, 5 and 11, and July 1, 2026. -

The Commission, having reviewed the submittals, testimony, evidence, the parties’ filed Joint
Stipulation and accompanying materials, Hearing Officer’s Report and the Proposed Findings of
Fact and Conclusions of Law hereby issues, as provided for in 19.15.3.12 NMAC and 19.15.3.
13C NMAC, the following ORDER and REASONS FOR THE ACTION TAKEN. The
Commission has the authority to adopt, refuse to adopt or adopt the proposed rule change in part
pursuant to 19.15.3,13C NMAC. The Commission’s actions are the following:

A. Adoption of Applicants’ Proposed Language
1. 19.15.2, 19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC
i. The Commission adopts Applicants’ proposed rule changes in 19.15.2,

19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC in Applicants’ 30A-90E.

ii. Exhibits 89A-89E show the parties’ “Joint Stipulation” regarding language
changes.

iii. Exhibits 90A-90E incorporate the parties’ “Joint Stipulation” regarding
language changes.

iv. The Commission ADOPTS AND INCORPORATES Applicants’ “Notice of
Filing Closing Argument and Proposed Statement of Reasons” as its own
Findings of Fact and Conclusions of Law and its own REASONS FOR THH
ACTION TAKEN, except paragraphs 53, 258 through 261, and except as
modified by this Ordet.
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v. The Commission finds that Applicants’ “Notice of Filing Closing Argument

vi,

vii,

and Proposed Statement of Reasons” provided persuasive legal arguments
in favor of Appiicéuts’ positions for the major questions posed in the
Hearing Officer’s Report: (1) The Commission’s Statutory Authority; (2)
Preventing Waste; (3) Regulating Operator Regisiration and Change of
Operator; (4) House Bill 80.

The Cormission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons” provided a preponderance of evidence,
including substantial evidence, to support the Applicants’ proposed rule
changes.

All of Applicants’ rule changes are adopted except as modified in the
following below: '

B. Modifications to Applicants’ Proposed Language.

1. Part8:
i.

i,

jii.

iv.

19.15.8.9(C) and (D)(1) and (D)(2) and (E) NMAC

The Commission adopts Applicants’ language with a modification in the
first sentence of 19.15.8.9(C) NMAC. (The underline and strikethrough
show the Commission’s modification to the Applicants’ language.) It reads:
“An operator shall provide financial assurance for wells that are not subject
to Subsections D, and E_and F of 19.15.8.9 NMAC in via one of the
following eategeries:”

The Commission adopts Applicants’ language with a modification in
19.15.8.9()1 NMAC. It reads: “Low producing wells. As of feffective
date of amendments], a transferee operator shall provide a one well
plugging financial assurance of $150,000 for each low producing well prior
to transfer. unless the well being transferred is already covered by a one well
financial assurance under Subsection D(2), B or F of 19.15.8.9 NMAC,
The Cominission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(D)2 NMAC. i reads: “Beginning May 1, 2029,
an operator shall provide a one well plugging financial assurance for each
low producing well that is not covered by a one well financial assurance
under Subsection E or F of 19.15.8.9 NMAC.”

The Commission adopts Applicants’ language with a modification in the
second sentence in 19.15.8,9(D)2 NMAC. It reads: “Each operator with &
one ot mote low producing well or wells shali annually review the number
of low producing wells registered to the operator and shall update the one
well plugging financial assurance by May 1 of each year.”

. The Commission adopts Applicants’ language with a modification in the

first sentence in 19.15.8.9(E)1 NMAC. It reads: “Beginning May 1, 2029,
an operator with 20 percent or more of their wells in inactive status,

2
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approved temporarily status or expired temporarily abandoned status, or a
combination thereof, shall provide a one well plugging financial assurance
in the amount of $150,000 for each well that is registered to the operator,
but not covered by a one well financial assurance under Subsection D ot F
of 19.15.8.9 NMAC, until the percentage of the operator’s wells in such
statuses is decreased below 20 percent.” '

The reason for these modifications is because the Comimission was
concerned that the rules could be read such that two or thiee categories
could be stacked upon each other where an operator would be forced to have
multiple, overlapping $150,000 bonds for a single well.

The Commission concludes that the overall goal of the applicable statutes
and Applicants’ rule changes is to have a single well financial assurance that
is set at a dollar figure that reasonably approximates the cost of plugging a
single well. An overlapping bonding situation could result in a well being
significantly more bonded than the Applicants’ and OCD’s estimate of the
cost to plug a single well. The vecord did not support an overlapping
bonding situation where a single well would have to be bonded to $450,000
(e.g. stacking multiple $150,000 bonds).

The Commission adopts: “The overlapping structure of proposed
19,15.8.9(C) through (G) NMAC creates double-boding obligations for
certain well types under multiple Subsections (C)-(G) simultaneously,
without a provision clarifying which obligation controls or when
catisfaction of one discharges another” NMOGA, Closing Brief with
Proposed Findings of Fact and Proposed Conclusions of Law, p. 63, Finding
#65. “19.15.8.9(A) should be amended to clarify that ... the requirements
are alternatives rather than cumulative obligations.” NMOGA, Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
63, Finding #66.

The Commission, during its deliberations, went through possible scenarios
under 19.15.8.9 NMAC to make sure there were no gaps in coverage, and
an operator would not have bonds stacked upon each other for a single well,
To the extent that there was discussion that other agencies may potentially
also require oil and gas industry financial assurance in the future, the
Commission finds that the issue is premature and outside of the scope of
what the Commission can consider in this rulemaking.

The Commission added some phrases to these subsections for grammatical
purposes. '

2. 19.15.8.9(D)(3) NMAC

i

The Commission adopts Applicants’ language with a modification to the
end of Applicants’ first sentence and made several changes fo the second

3



Recelved by OCD: 07/16/2026 fith

i,

iil.

iv,

V.

EXHIBIT B

Cf e T

SEP {1 A0 Page 4i0

sentence. (The underline and stiikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “An operator of a low
producing well may request a variance to the one well plugging financial
assurance requirement of $150,000 upon a demonstration satisfactory to the
division that there is a physical impediment limiting the well’s midstream
takeaway capacity or interference from nearby operations, stimulation or
drilling impacting safe or prudent pressure practices. The demonstration
shall include a certification from the operator detailing the nature of the
physiealimpediment constraint explaining why the physical-impediment
constraint is outside the control of the operator, detailing the alternatives
that were or ate being explored to address the constraint lack-of takeaway
capaeity and an estimated date when the constraint laclk—of-takeaway
eapaeity will be corrected.

NMOGA had proposed language include “a proximity operation or
interference including nearby fracturing, stimulation, drilling or operations
impacting safe or prudent pressure practices. NMOGA’s Closing Package,
Exhibit 3. NMOGA had proposed a modification to Applicants’ language
to replace the term “physical impediment” with “constraint” because the
fatter term is a more inclusive term.

NMOGA witness Mr. Arthur testified there was a need for exceptions
beyond Applicants’ “midstream takeaway capacity” exception, particularly
for safety issues. NMOGA’s Closing Package, Exhibit 3 (citing to Tr. 97:4-
98:3 (Oct. 29, 2025); Tr. 202:6 (Oet. 30, 2025).

There are instances where production will cease on a well that is deemed to
be too close for safety reasons to completion operations (e.g. fracture
stimulation).

The Commission adopts the modification to address this safety issue,

3. 19.15.8.9(D)(4) NMAC

i.

The Commission adopts a new subsection 19.15.8.9(D)(4) NMAC. Ttreads:
“(4) Upon receipt of an operator’s written variance request, the division
shall have 60 days to accept or deny the operator’s variance. The division’s
failure to act on the variance request within such period shall be deemed a
denial. If the division deaies the operator’s variance, the operator shall have
10 days in which to file a request for hearing with the division pursuant to
19.15.4 NMAC.”

ii. NMOGA proposed language in its “Closing Brief with Proposed Findings

of Fact and Conclusions of Law” offered language explaining the
mechanics of the variance process. NMOGA Closing Exhibit 3, p. 23 of
105; NMOGA’s Finding of Fact #74.
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iil,

iv,

V.

The Applicants agreed there should be a “variance” to the one well plugging
financial assurance requirement as part of the final language in the Joint
Stipulation. Applicants’ Finding of Fact #134.

Based on this agreement, Commission used NMOGA’s proposed language
as its template but: (a) enlarged the Division’s review period from 30 to 60
days to ensure there would be enough administrative time for review and
(b) added a new second sentence regarding the result of when the Division
does not issue a decision. The Commission took judicial notice of its
existing rules in 19.14.4.25 NMAC and 19.15.17.16 NMAC and the
language for the new second sentence is modeled after these current
administrative processes in these NMAC sections.

Applicants’ 19.15.8.9(D)(4) NMAC is adopted and re-numbered as needed.

4, 19.15.8.9(F) NMAC

i

iii.

The Commission adopts Applicants’ language with a modification in the
title and first sentence in 19.15.8.9(F) NMAC. (The underiine and
strikethrough show the Comumission’s modification to the Applicants’
language.) It reads: “Wells that are in approved temporarily abandoned
status for more than two_vears, inactive wells, and wells that are in
expired temporarily abandoned status. : Ingetive—wels—and —wells—in
approved—and expired-temporarily abandened status- An operatot shall
provide financial assurance for wells that are inastive-and-wellsin-approved
and—expired -temporarily—abandoned—statas, in approved temporatily
abandoned status for more than two years, in inactive statys, ot in expired
temporarily abandoned status orforwhich the-operator-is-seekingapproved
WWWHWM% in one of the
following categories:”

The Commission made this modification because the Commission is
focused on the fact pattern when an operator already has bond for an active
well, and wants to retain that bond, and wants to transition the well to an
approved temporarily abandoned well.

The Commission adopts NMOGA’s citation to the record when it wrote:
“Commissioner Ampomah concluded by noting he thought the risk of not
allowing operators to use their active well blanket bond to cover active wells
in approved TA [temporarily abandoned] status for shott time periods, i.c. 2
years or less, for example, before being transitioned to water flooding, etc.,
would actually lead to the premature plugging of viable wells and
considerable waste considering the amount of Permian oil that operators
have been able to recover from oil recovery pl;ojects.” NMOGA’s Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
12 (citing to Tr. 505:6-19 (Oct. 21, 2025).

5
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The Commission’s selection of a one-time two-year period is based on the
time period referenced in NMSA 1978, Section 70-2-14 and 19.15.8.9D
NMAC,

5: 19.15.25.9D) NMAC

The Commission adopts a new sentence to 19.15.25.9(D) NMAC. It shall
be added after the Applicants’ first sentence in this subsection of Exhibit
80D. Tt reads: “Upon request by the operator, the division may use is
discretion fo _grant an extension of the 30 day rebuttal period for good
cause.”

NMOGA proposed a new sentence to provide for an extension petiod in the
rebuttal process. NMOGA Closing Exhibit 3, p. 32 of 105; NMOGA’s
Closing Brief with Proposed Findings of Fact and Conclusions of Law,
Finding of Fact #81 (“Upon request by the operator, the division may use
its discretion to grant an extension of the 30 day rebuttal period for good
cause.”)

The Applicants had stated an operator who submits an application should
nave a “full opportunity” to provide relevant information for rebuttal.
Applicants’ Finding of Fact #232.

The Commission concludes that the new sentence is a reasonable and
Jogical extension of Applicants’ language that called for a “full opportunity”
in the rebuttal process.

The Commission used NMOGA’s proposed language as a template but
added “an” to make clear it was a one-time opportunity for an extension.

6. 19.15.25.13C(2) NMAC

1.

The Commission adopted Applicants’ proposed language for
19.15.25.13C(2) NMAC but with two sentence deletions and one
modification. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “(2) To obtain an
extension, the operator shall apply to the division to extend temporary
abandonment status. The division shall provide at least 30 days’ notice of
the application on its website and to the division mailing list and-the
extension-in-a-newspaperof-general-eireulation: The operator, division or
interested other person_with standing may request a hearing on the
application to extension before the division. Any such hearing shall be
conducted pursuant to the procedures for adjudicatory proceedings in

19.154 NMACre*eept—ﬁw{—iﬂ—aﬂy—smh—&djﬂéw&teﬂbﬁfeeeeéiﬂg—ﬂﬁy
interested-per inter 240154 . If a hearing is
not requested the division shall proceed with processing the application for
extension.”

N f
v
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ii. First, Applicant had proposed language at the end of the first sentence

© tequiring the operator to provide 30 days’ notice in a newspaper of general
circulation. OXY USA (OXY) had proposed language to delete this
sentence. OXY Closing Argument Exhibit D.

iil. The Commission concludes that notice on the OCD website is a sufficient
form of public notice considering the current digital world. The
Commission agrees with OXY by a 2-1 vote.

iv. Second, Applicant had proposed language in the beginning portion of the
second sentence using the term “any interested person.” Applicants’ OXY
had proposed language to change this term to “ather person with standing.”
OXY Closing Argument Exhibit D. The Commission adopts OXY’s finding
that “Applicants’ proposal that the Commission eliminate the requirement
that an interested party demonstrate ‘standing’ to request a hearing or to
intervene ... is unnecessary, inappropriate, and will further burden the
Division’s crowded hearing docket.” OXY Finding of Fact #63.

v. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote and adopts OXY’s language,

vi. Third, Applicant had proposed a sentence regarding intervention by “any
interested person” before the last sentence of the subsection, OXY had
proposed language to delete this sentence. OXY Closing Argument Exhibit
D.

vii. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote. N

Conclusion

The Commission is authorized to adopt regulations pursuant to the New Mexico Oil and
Gas Act, NMSA 1978, Sections 70-2-11 and -12. The Commission concludes that the proposed
changes to 19.15.2, 19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC, as shown on Applicants’
Exhibits 90A-E, and the above stated supplemental changes, are hereby approved.

This Order shall serve as the “concise explanatory statement” required by NMSA 1978,
Section 14-4-5.5.

Based on the findings and reasons stated above and pursuant to this authority, this Order is
ADOPTED.
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This is an amendment to 19.15,9 NMAC, Sections 8 and 9, effective 9/22/2026. M2 S%n , ! ff’% \E . {"}8
19.15.9.8 OPERATOR REGISTRATION:
A, Prior to commencing operations, an operator of a well or wells in New Mexico shall register with

the division as an operator. Applicants shall provide the following to the financial assurance administrator in the
division’s Santa Fe office:

(1) an oil and gas registration identification (OGRID) number obtained from the division, the
state land office or the taxation and revenue department;
) a current address of record to be used for notice and a current emergency contact name

and telephone number for each district in which the operator operates wells; and

) the financial assurance 19.15.8 NMAC requires.

B. Prior to conumencing operalions, an operator shall provide to the division a certification by a
representative designated by the operator that within the past 10 years the new operator has not been subject to any
final administrative forfeiture demand from any state or federal agency, has not forfeited financial assurance to an
state or federal arency, and has not been out of compliance with an adjudicated order or settlement agreement with a
state or federal agency for any state or federal violation related to oil and pas laws or regulations in any domestic
jurisdiction in which the new operator does business; a disclosure of any officer, divector, pariner in the new
operator or person with an interest in the new operator exceeding twenty-five percent, who is or was within the past
five vears an officer, director, partner, or person with an interest exceeding twenty-five percent in another entity that
is not curcently in compliance with Subsection A of 19.15.5.9 NMAC; and a disclosure whether the new operatot js
or was within the past five vears an officer, director, partner, or person with an interest exceeding twenty-five
percent in another entity that is not currently in compliance with Subsection A of 19.15.5.9 NMAC.

[B:] C. The division may deny registration as an operator ift

n the applicant is not in compliance with Subsection A of 19.15.5.9 NMAC;

) the applicant wiihin the past 10 years has had a final administrative forfeiture demand
from any state or federal agency. has forfeited financial assurance to any state or federal agency, o1 has been out of
compliance with an adjudicated order or settlement agreement with a state or federal agency for any state or federal
violation related to oil and gas laws or regulations in any domestic jurisdiction in which the applicant does business;

[€2)] (3) an officer, director, partner in the applicant or person with an interest in the applicant
exceeding twenty-five percent, is or was within the past five years an officer, director, partner or person with an
interest exceeding twenty-five percent in another entity that is not currently in compliance with Subsection A of
19.15.5.9 NMAC,;

[63)] (4) the applicant is or was within the past five years an officer, director, partner or person
with an interest exceeding twenty-five percent in another entity that is not currently in compliance with Subsection
A 0f19.15.5.9 NMAC; or

[(4)] (5) the applicant is a corporation, fer] limited lability company, limited liability limited
partnership, or limited partnership and is not registered or is not in good standing with the [publieregulation
commission] New Mexico secretary of state to do business in New Mexico.

i ig-a fHimi nership and-is-notregistered-with the New Mexico-secrotary

of state-to-de-business-inNew Mexico:]

[€] D. An operator shall inform the division of its current address of record and emergency contact
names and telephone numbers by submitting changes in writing to the division’s financial assurance administrator in
the division’s Santa Fe office within 30 days of the change.

[B]E. [Fhe division-mayrequire-an] A representative designated by the operator [or-applicant o]
[identify] shall certify compliance annually of its current and past officers, directors and partners and its current and
past ownership interest in other operators consistent with Paragraphs (2} and (3) of Subsection C 0f19.15.9.8
NMAC.

[19.15.9.8 NMAC - Rp, 19.15.3.100 NMAC, 12/01/2008; A, 9/22/2026]

19.15.9.9 CHANGE OF OPERATOR:

A, A change of operator occurs when the entity responsible for a well or a group of welis changes. A
change of operator may result from a sale, assignment by a court, a change in operating agreement or other
transaction. Under a change of operator, wells are moved from the OGRID number of the operator of record with
the division to the new operator’s OGRID number.

B. The operator of record with the division and the new operator shall apply for a change of operator
by jointly filing a form C-145 using the division’s web-based online application. If the operator of record with the

19.15.9 NMAC I
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division is unavailable, the new operator shall apply to the division for approval of change of eperator without a
joint application, The new operator shall make such application in writing and provide documentary evidence of the
applicant’s right to assume operalions; a certification by a representative designated by the operator of the new
operator that within the past 10 vears the new operator has not been subject to any final administrative forfeiture
demand firom any state or federal agency, has not forfeited financial assurance to any state or federal agency, and has
not been cut of compliance with an adindicated order or settlement agreement with a state or federal agency for any
state or federal vipiation related to oil and gas laws or regulations in any domestic jurisdiction in which the new
gperator does business; a plugging and abandonment plan; a disclosure of any officer, director, partner in the new
operator or person with an interest in the new operator exceeding twenty-five percent, who Is or was within the past
five vears an officer, divector, partner, or person with an interest exceeding twenty-five percent in another entity that
is not currently in compliance with Subsection A of 19.15.5.9 NMAC; and a disclosure whether the new operator is
or was within the past five yvears an officer, director, partner, or person with an inferest exceeding twenty-five
percent in another entity that is not currently in compliance with Subsection A of 19.15.5.9 NMAC. The new
operator shall not commence operations until the division approves the application for change of operator. The
plugeing and abandonment plan shall be certified by a representative designated by the new operator and shall
demonstrate that the new operator has and will have the financial ability to meet the plugging and abandonment
requirements of 19.15.25 NMAC for the well or wells to be transferred in light of ali the operator’s assets and
liabilities. The division may request the operator to provide additional information including corporate gredit rating,
corporate financial statements. long-term liabilities, reserves and economics report, records of the operator’s
historical costs for decommissioning activities, estimate of the operator’s decommissioning obligations, and history
of inactive wells and returning wells to production.
C. The director or the director’s designee may deny a change of operator ift
(1} the new operator is not in compliance with Subsection A of 19.15.5.9 NMAC [et]
[@)—th%mp&ﬁe%eq&&ﬁig%ﬂﬁ—%&%e&@%n@%&bgeﬁ%%mpha&%&e}

(2) within the past 10 years the new operator has had a final admnmt; ative for fentuxe demand
from any state or federal agency, has forfeited financial assurance to any state or federal agency, or has been out of
compliance with an adiudicated order or settlement agresment with a state or federal agency for any state or federal
violation related o oil and gas laws or regulations in any domestic jurisdiction in which the new gperator does
business;

(3) any officer, director, partner in the new operator or person with an interest i the new
operator exceeding twenty-five percent, who is or was within the past five years an officer, director, partner, or
person with an interest exceeding twenty-five percent in another entity that is not currently in compliance with
Subsection A of 16.15.5.9 NMAC;

(4) the new operator is or was within the past five vears an officer, director, partner, or
nerson with an interest exceeding twenty-five percent in another entity that is not corrently in compliance with
Subsection A 0f19,15.5.9 NMAC;:

(5) the applicant is a corporation, limited liability company, lmited liability lhnited
partuership, or limited partnership and is not registered or is not in good standing with the New Mexico secretary of
state to do business in New Mexico; or

()] the certification or disclosure requirements set forth in Subsection B of this section
disclose a substantiaf risk that the new operator would be unable to satisfy the plugging and abandonment
requirements of 19.15.25 NMAC for the well or wells the new operator intends to take over.

D. In determining whether to grant or deny a change of operator when the new operator is not in
compliance with Subsection A of 19.15.5.9 NMAC, the director or the director’s designee shall consider such
factors as whether the non-compliance with Subsection A of 19.15.5.9 NMAC is caused by the operator not meeting
the financial assurance requirements of 19.15.8 NMAC, being subject to a division or commission order finding the
operator to be in violation of an order requiring corrective action, having a penalty assessment that has been unpaid
for more than 70 days since the issuance of the ovder assessing the penalty or having [more-than-the-allowed namber
of] wells out of compliance with 19.15.25.8 NMAC]. If the non-compliance is caused by the operator having [mere
than the-aHowednumber of | wells not in compliance with 19.15.25.8 NMAC, the director or director’s designee
shall consider the number of wells not in compliance, the length of time the wells have been out of compliance and
the operator’s efforts to bring the wells into compliance.

E, No well, facility or site that is out of comipliance with Subsection A 0f 19.15.5.9 NMAC, 19.15.29
NMAC, or 19.15,30 NMAC shal! be transferred unless, prior to transfer, the current operator brings the asseciated

19.15.9 NMAC 2
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well, facility or site into compliance or the new cperator submits a schedule of compliance approved by the division.
[£9,15,9.9 NMAC - Rp, 19.15.3.100 NMAC, 12/01/2008; A, 9/22/2026]

19.15.9 NMAC 3
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~ Reasons for not accepting substantive arguments made through public comment.
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Please see attached Rule Making Order and Reasons for the Action Taken

Issuing authority (If delegated, authority letter must be on file with ALD):

Name: Check if authority has been delegated
|Albert C.S. Chang I [ ]
Title:

|Oil Conservation Division Director/Oll Conservation Commission Chair
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DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION COMMISSION

N THE MATTER OF PROPOSED

AMENDMENTS TO 19.15.2, 19.15.5, 19.15.8,

19.15.9, and 19.15.25 NMAC Case No. 24683
Order No, R-24486

Rule Making Order and Reasons for the Action Taken

This matter comes before the New Mexico Oil Conservation Commission (“Commission”
or “OCC”) upon a Petition filed on June 24, 2024, by Western Environmental Law Center, Citizens
Caring for the Future, Conservation Voters New Mexico Education Fund, Dine C.AR.E.,
Barthworks, Naeva, New Mexico Interfaith Power and Light, Sierra Club, and WildEarth
Guardians (collectively, Applicants), for the adoption of proposed amendments to 19,15.2, 19.15.5,
19.15.8, 19.15.9 and 19.15.25 NMAC. Public hearings were held October 20-24, October 27-21
and November 3-6, 2025, in Santa Fe, New Mexico and on a virtual platform. Applicants
presented a final set of proposed rules in its “Notice of Filing Closing Argument and Proposed
Statement of Reasons” in Exhibits 90A-90F on April 3, 2026. Public deliberations were held on
June 3, 5 and 11, and July 1, 2026. ’

The Comumission, having reviewed the submittals, testimony, evidence, the parties’ filed Joint
Stipulation and accompanying materials, Hearing Officer’s Report and the Proposed Findings of
Fact and Conclusions of Law hereby issues, as provided for in 19.15.3.12 NMAC and 19.15.3.
13C NMAC, the following ORDER and REASONS FOR THE ACTION TAKEN. The
Commission has the authority to adopt, refuse to adopt or adopt the proposed rule change in part
pursuant to 19.15.3.13C NMAC. The Commission’s actions ate the following:

A. Adoption of Applicants’ Proposed Language
1. 19.15.2,19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC
i. The Commission adopts Applicants® proposed rule changes in 19.15.2,

19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC in Applicants’ 90A-S0E.

ii. Exhibits 89A-89F show the parties’ “Joint Stipulation” regarding language
changes.

iii. Exhibits 90A-90E incorporate the parties’ “Joint Stipulation” regarding
language changes.

itv. The Commission ADOPTS AND INCORPORATES Applicants’ “Notice of
Filing Closing Argument and Proposed Statement of Reasons” as its own
Findings of Fact and Conclusions of Law and its own REASONS FOR THE
ACTION TAKEN, except paragraphs 53, 258 through 261, and except as
modified by this Order.
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The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons™ provided persuasive legal arguments
in favor of Applicants’ positions for the major questions posed in the
Hearing Officer’s Report: (1) The Commission’s Statutory Authority; (2)
Preventing Waste; (3) Regulating Operator Registration and Change of
Operator; {(4) House Bill 80.

The Commission finds that Applicants’ “Notice of Filing Closing Argument
and Proposed Statement of Reasons” provided a pr eponderance of evidence,
including substantial evidence, to support the Applicants’ proposed ruie
changes.

All of Applicants’ rule changes are adopted except as modified in the
following below:

B. Modifications to Applicants’ Proposed Language.
i, Part8: 19.15.8.9(C) and (D)(1) and (D)(2) and (E) NMAC

i,

ii.

iii.

iv.

The Commission adopts Applicants’ language with a modification in the
first sentence of 19.15.8.9(C) NMAC. (The underline and strikethrough
show the Commission’s modification to the Applicants’ language.) It reads:
“An operator shall provide financial assurance for wells that are not subject
to Subsections D, and E and F of 19.15.8.9 NMAC in via one of the
following eategeries.”

The Commission adopts Applicants’ language with a modification in
19.15.8.9(D)1 NMAC. It reads: “Low producing wells, As of [effective
date of amendments], a transferee operator shall provide a one well
plugging financial assurance of $150,000 for each low producing well prior
to transfer. unless the well being transferred is already covered by a one well
financial assutance under Subsection D(2), E or F of 19.15.8.9 NMAC.,
The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(D)2 NMAC. It reads: “Beginning May 1, 2029,
an operator shall provide a one well plugging financial assurance for each
low producing well that is not covered by a one well financial assurange
under Subsection E or F of 19.15.8.9 NMAC.”

The Commission adopts Applicants’ language with a modification in the
second sentence in 19.15.8.9(D)2 NMAC. It reads: “Each operator with &
one or more low producing well or wells shall annually review the number
of low producing wells registered to the operator and shail update the one
well plugging financial assurance by May 1 of each year.”

The Commission adopts Applicants’ language with a modification in the
first sentence in 19.15.8.9(E)1 NMAC, Tt reads: “Beginning May 1, 2029,
an operator with 20 percent or more of their wells in inactive status,

2
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approved temporarily status or expired temporarity abandoned status, or a
combination thereof, shall provide a one well plugging financial assurance
in the amount of $150,000 for each well that is registered to the operator,
but not covered by a one well financial assurance under Subsection D or F
of 19.15.8.9 NMAC, until the percentage of the operator’s wells in such
statuses is decreased below 20 percent.” ‘

The reason for these modifications is because the Commission was
concerned that the rules could be read such that two or three categories
could be stacked upon each other where an operator would be forced to have
multiple, overlapping $150,000 bonds for a single well.

The Commission concludes that the overall goal of the applicable statufes
and Applicants’ rule changes is to have a single well financial assurance that
is set at a dollar figure that reasonably approximates the cost of plugging a
single well. An overlapping bonding situation could result in a well being
significantly more bonded than the Applicants’ and OCI’s estimate of the
cost to plug a single well. The record did not support an overlapping
bonding situation where a single well would have to be bonded to $450,000
(e.g. stacking multiple $150,000 bonds).

The Commission adopts: “The overlapping structure of proposed
19.15.8.9(C) through (G) NMAC creates double-boding obligations for
certain well types under multiple Subsections (C)-(G) simultaneously,
without a provision clarifying which obligation controls or when
satisfaction of one discharges another” NMOGA, Closing Brief with
Proposed Findings of Fact and Proposed Congclusions of Law, p. 63, Finding
#65. “19.15.8.9(A) should be amended to clarify that ... the requirements
are alternatives rather than cumulative obligations.” NMOGA, Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
63, Finding #66.

The Commission, during its deliberations, went through possible scenarios
under 19.15.8.9 NMAC to make sure there were no gaps in coverage, and
an operator would not have bonds stacked upon each other fot a single well.
To the extent that there was discussion that other agencies may potentially
also require oil and gas industry financial assurance in the future, the
Commission finds that the issue is premature and outside of the scope of
what the Commission can consider in this rulemaking.

'The Commission added some phrases to these subsections for grammatical
purposes. '

2. 19.15.8.9(D)(3) NMAC

i

The Commission adopts Applicants’ language with a modification to the
end of Applicants’ first sentence and made several changes to the second

3
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sentence.  (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “An operator of a low
producing weil may request a variance to the one well plugging financial
assurance requirement of $150,000 upon a demonstration satisfactory to the
division that there is a physical impediment limiting the well’s midstream
takeaway capacity ot interference from nearby operations, stimulation _or
drilling impacting safe or prudent pressure practices, The demonstration
shall inctude a certification from the operator detailing the nature of the
physieal impediment constraint explaining why the physieal-irpediment
constraint is outside the control of the operator, detailing the alternatives
that were or are being explored to address the constraint faek-oftakeaway
capacity and an estimated date when the constraint laek—oftalkeaway
eapaeity will be corrected.

NMOGA had proposed language include “a proximity operation or
interference including nearby fracturing, stimulation, drilling or operations
impacting safe or prudent pressure practices. NMOGA’s Closing Package,
Exhibit 3. NMOGA had proposed a modification to Applicants’ language
to replace the term “physical impediment” with “constraint” because the
latter term is a more inclusive term.

NMOGA witness Mr. Arthur testified there was a need for exceptions
beyond Applicants’ “midstream takeaway capacity” exception, particularly
for safety issues. NMOGA’s Closing Package, Exhibit 3 (citing to Tr. 97:4-
98:3 (Oct. 29, 2025); Tr. 202:6 (Oct. 30, 2025).

There are instances where production will cease on a well that is deemed to
be too close for safety reasons to completion operations (e.g. fracture
stimulation).

The Commission adopts the modification to address this safety issue.

3. 19.15.8.9(D)(4) NMAC

i

The Commission adopts a new subsection 19.15.8.9(D}4) NMAC, It reads:
“(4) Upon receipt of an operator’s written variance request, the division
shall have 60 days to accept or deny the operator’s variance. The division’s
failure to act on the variance request within such period shall be deemed a
denial. Tf the division denies the operator’s variance, the operator shall have

30 days in which to file a request for hearing with the division pursuant to
19.15.4 NMAC.”

ii, NMOGA proposed language in its “Closing Brief with Proposed Findings

of Fact and Conclusions of Law” offered language explaining the
mechanics of the variance process. NMOGA Closing Exhibit 3, p. 23 of
105; NMOGA’s Finding of Fact #74.
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The Applicants agreed there should be a “variance” to the cne well plugging
financial assurance requirement as part of the final language in the Joint
Stipulation. Applicants’ Finding of Fact #134.

Based on this agreement, Commission used NMOGA’s proposed language
as its template but: (a) enlarged the Division’s review period from 30 to 60
days to ensure there would be enough administrative time for review and
(b) added  new second sentence regarding the result of when the Division
does not issue a decision. The Commission took judicial notice of its
existing rules in 19.14.425 NMAC and 19.1 5.17.16 NMAC and the
language for the new second sentence is maodeled after these current
administrative processes in these NMAC sections,

Applicants’ 19.15.8.9(D)(4) NMAC is adopted and re-numbered as needed.

4. 19.15.8.9(F) NMAC

L

iii.

The Commission adopts Applicants’ language with a modification in the
title and first sentence in 19.15.8.9(F) NMAC. (The undetfine and
steikethrough show the Commission’s modification to the Applicants’
language.) It reads: “Wells that are in approved temporarily abandoned
status for more than two vears, inactive wells, and wells that are in
expived temporarily abandoned status. Inactive—wells—and—wells—in
approved-and_expired temperarily abandoned-status; An operator shall
provide financial assurance for wells that are inactive-and-wells in-approved
and—expired—terperarily abandonedstatus, in_approved temporarily
abandoned status for more than two vears, in inactive status, or in expired
temporarily abandoned status orfor-which-the-eperateris-seekingapproved

teﬂqﬁe*ﬂﬂu&baﬂé%meﬂt—p%ﬂﬁ{—te—]% in one of the
following categories:”

. The Commission made this modification because the Commission is

focused on the fact pattern when an operator already has bond for an active
well, and wants to retain that bond, and wants to transition the well to an
approved temporarily abandoned well.

The Commission adopts NMOGA’s citation to the record when it wrote:
“Commissioner Ampomah concluded by noting he thought the risk of not
allowing operators to use their active well blanket bond to cover active wells
in approved TA [temporarily abandoned] status for short time periods, i.e. 2
years o less, for example, before being transitioned to water flooding, etc.,
would actually lead to the premature plugging of viable wells and
considerable waste considering the amount of Permian oil that operators
have been able to recover from oil recovery pfojects.” NMOGA’s Closing
Brief with Proposed Findings of Fact and Proposed Conclusions of Law, p.
12 (citing to Tr. 505:6-19 (Oct. 21, 2025),

5
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The Commission’s selection of a one-time two-year period is based on the
time period referenced in NMSA 1978, Section 70-2-14 and 19.15.8.9D
NMAC.

5. Part25: 19.15.25.9(D) NMAC

i

The Commission adopts a new sentence to 19.15.25.9(D) NMAC., 1t shall
be added after the Applicants’ first sentence in this subsection of Exhibit
89D. It reads: “Upon request by the operator, the division may use its
discretion to grant an extension of the 30 day rebuttal period for good
cause.”

ii. NMOGA proposed a new sentence to provide for an extension petiod inthe

iii.

iv.

rebuttal process. NMOGA Closing Exhibit 3, p. 32 of 105; NMOGA’s
Closing Brief with Proposed Findings of Fact and Conclusions of Law,
Finding of Fact #81 (“Upon request by the operator, the division may use
its discretion to grant an extension of the 30 day rebuttal peried for good
cause.”)

The Applicants had stated an opetator who submits an application should
have a “full opportunity” to provide relevant information for rebuttat,
Applicants’ Finding of Fact #232.

The Commission concludes that the new sentence is a reasonable and
logical extension of Applicants’ language that called fora “full opportunity”
in the rebuttal process.

The Commission used NMOGA’s proposed language as a template but
added “an” to make clear it was a one-time opportunity for an extension.

6. 19.15.2513C(2) NMAC

i.

The Commission adopted Applicants’ proposed language for
19.15.25.13C(2) NMAC but with two sentence deletions and one
modification. (The underline and strikethrough show the Commission’s
modification to the Applicants’ language.) It reads: “(2) To obtain an
extension, the operator shall apply to the division to extend temporary
abandonment status. The division shall provide at least 30 days’ notice of
the apphcat:on on 1ts website and to the dwmmn mallmg hst aﬁd—the

eaete&steﬂ—mwa—newspapei—ef—aenefﬂ—e%uh&% The opezatoz d1v1510n or
intesested other person_with_standing may request a hearing on the

application to extension before the division. Any such hearing shall be
conducted pursuant to the procedures for adjudicatory proceedings in

19.15.4 NMAC—e*eept—thﬁt—m—ﬂﬁ-}L&Heh—&djﬂd*e&WM
W@Wﬁéﬁ%%%@ If a hearing is
not requested the division shall proceed with processing the application for
extension,”
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ii. First, Applicant had proposed language at the end of the first sentence
requiting the operator to provide 30 days’ notice in a newspaper of general
sirculation, OXY USA (OXY) had proposed language to delete this
sentence. OXY Closing Argument Exhibit D.

iii. The Commmission concludes that notice on the OCD website is a sufficient
form of public notice considering the current digital world, The
Commission agrees with OXY by a 2-1 vote,

iv. Second, Applicant had proposed language in the beginning portion of the
second sentence using the term “any interested person.” Appiicants’ OXY
had proposed language to change this term to “other person with standing.”
OXY Closing Argument Exhibit D. The Commission adopts OXY’s finding
that “Applicants’ proposal that the Commission eliminate the requirement
that an interested party demonstrate ‘standing’ to request a heating ot to
intervene ... is unnecessaty, inappropriate, and will further burden the
Division’s crowded hearing docket.” OXY Finding of Fact #63.

v. The Commission took judicial notice of its current rules and noted that the
term “interested person™ is not used as a term. 19.15.4.10 NMAC, The
Commission agrees with OXY by a 2-1 vote and adopts OXY’s language.

vi. Third, Applicant had proposed a sentence regarding intervention by “any
interested person” before the last sentence of the subsection. OXY had
proposed language to delete this sentence. OXY Closing Argument Exhibit
D.

vii. The Commission took judicial notice of its current rules and noted that the
term “interested person” is not used as a term. 19.15.4.10 NMAC. The
Commission agrees with OXY by a 2-1 vote. N

Conclusion

The Commission is authorized to adopt regulations pursuant to the New Mexico Oil and
Gas Act, NMSA 1978, Sections 70-2-11 and -12. The Commission concludes that the proposed
changes to 19.15.2, 19.15.5, 19.15.8, 19.15.9 and 19.15.25 NMAC, as shown on Applicants’
Exhibits 90A-E, and the above stated supplemental changes, are hereby approved.

This Order shall serve as the “concise explanatory statement” required by NMSA 1978,
Section 14-4-5.5.

Based on the findings and reasons stated above and pursuant to this authority, this Order is
ADOPTED.
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This is an amendment to 19.15.25 NMAC, Section 8, 9, 10, 11, £2, 13, 14, 15, 16, effective 9/22/2026.

19.15.25.8 WELLS TO BE PROPERLY ABANDONLED:
A, The operator of wells drilled for oil or gas or services wells including seismic, core, exploration or
injection wells, whether cased or uncased, shall plug the wells as Subsection B of 19.15.25.8 NMAC requires.
B, The operator shall either properly plug and abandon a well or apply to the division to place the
well in approved temporary abandonment in accordance with 19.15.25 NMAC within {9€] 60 days after:
1) a 60 day period following suspension of drilling operations, except a well that has been

drilled and properly cased but not completed for less than 18 months and a well that has been completed but has not
produced for less than 18 months, unless the well is a dry hole;
C2) a determination that a well is no longer usable for beneficial purposes; or
3 a period of one year in which a well has been continuously inactive.
[19.15.25.8 NMAC - Rp, 19.15.4.201 NMAC, 12/1/2008; A, 9/22/2026]

19.15.25.9 PRESUMPTIONS OF NO BENEFICIAL USE:
A. Tor oll and gas production wells, there is a rebuttable presumption that a well is not capable of
beneficial yse if, in a consecutive 12 month period, the well has not produced at least 90 barrels of oil equivalent.
B. For injection or salt water disposal wells, there is a rebuttable presumption that a well is not
capable of beneficial use if, in a consecutive 12 month period, the well has not injected at least 100 barrels of fluid,
C. The rebuttable presumptions in this Section do not apply to wells that have been drilled but not

complsted for less than 18 months and wells that have been completed but have not produced for less than 18
months.

D. Within 30 calendar days after notice from the division that a well or wells are presumed to not
being used for beneficial purposes, a well operator imzy submit an application for administrative review to the
division, Upon request by the operator, the division may use its discretion to grani an extension of the 30 day
rebuttal period for good cause. The division shall issue a final determination based on the application, information
available in division records, and any information requested by the division. An operator may file an application for
hearing within 30 days of the division’s final determination pursuant to 19,15.4 NMAC. Applications shall
demonstrate beneficial use of a well or wells and the operator shall provide any information requested by the
division, Such documentation may include:

(1) a demonstration that the well is reasonably projected to produce in an economically
beneficial manner;

) a demonstration that the well has effectively produced or injected af least 90 days within
the consecutive 12 month period and there is no downhole mechanical inteprity problem:

(&) a demonsiration that the operator maintains adequate capitalization or reasonably

projected revenue sufficient to meet all reasonably anticipated plugging and environmental liabilities of the well or
wells and associated production facilities, not inclusive of any financial assurance associated with the well or wells;

(4) a plugging and abandorment plan as described in Subsection B of 19.15.9.9 NMAC; and
other relevant information requested by the division or provided by the operator or a

regulatory agency.

E. This subsection shall become effective 12 months after September 22, 2026, except that as to
operators that the division determines are substantially out of compliance with 19.15.7.24 NMAC, 19.15.8.9
NMAC, or 19.15.25.8 NMAC, this subsection shall become effective on September 22, 2026,

[19.15.25.9 NMAC - Rp, 19.15.4.202 NMAC, 12/1/2608, A, 9/22/2026]

[19:45:26:9} 19.15.25.10 NOTICE OF PLUGGING:

A. The operator shall file notice of intention to plug with the division on form C-103 prior to
commencing plugging operations. The notice shall provide all the information 19.15.7.14 NMAC requires including
operator and well identification and proposed procedures for plugging the well.

B, In addition, the operator shall provide a well bore diagramn showing the proposed plugging
procedure.
C. The eperator shall notify the division 24 hours prior to conunencing plugging operations. In the

case of a newly drilled dry hole, the operator may obtain verbal approval from the appropriate district supervisor or
the district supervisor’s representative of the plugging method and time operations are to begin. The operalor shall
file written notice in accordance with 19.15.25.11 NMAC with the division within 10 days after the district
supervisor has given verbal approval.

19.15.25 NMAC 1
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[19.15.25.10 NMAC - R, 19.15,25.9 NMAC, 9/22/2026]

[49:15:25:10] 19.15.25.11 PLUGGING:

A, Before an operator abandons a well, the operator shall plug the well in 2 manner that permanently
confines all oil, gas and water in the separate strata in which they are originally found. The operator may
accomplish this by using mud-laden fluid, cement and plugs singly or in combinatien as approved by the division on
the notice of intention to piug.

B, The operator shall maik the exact location of plugged and abandoned wells with a steel marker not
fess than four inches in diameter set in cement and extending at least four feef above mean ground level, The
operatot name, lease name and well number and location, including unit letter, section, township and range, shall be
welded, stamped or otherwise permanently engraved into the marker’s metal. A person shall not build permanent
structures preventing access to the welthead over a plugged and abandoned well without the division’s written
approval. A person shall not remove a plugged and abandonment marker without the division’s written approval,

C. The operator may use below-ground plugged and abandonment markers only with the division’s
written approval when an above-ground marker would interfere with agricultural endeavors. The below-ground
marker shall have a steel plate welded onto the abandoned well’s surface or conductor pipe and shall be at least three
feet below the ground surface and of sufficient size so that all the information 19.15.16.8 NMAC requires can be
stenciled into the steel or welded onto the steel plate’s surface. The division may require a re-survey of the well
location,

D, As soon as practical, but no later than one year after the completion of plugging operations, the
operator shall:
63 level the location;
@) remove deadmen and other junk; and
(&) take other measures necessary or required by the division to restore the location to a safe
and clean condition,
E. The operator shall close all pits and below-grade tanks pursuant to 19.15.17 NMAC,
F. Upon completion of plugging and clean up restoration operations as required, the operator shall

contact the appropriate division district office to arrange for an inspection of the well and location.
[19.15.25.11 NMAC - Rn, 19.15.25.10 NMAC, 9/22/2026]

[39:15:25.311 19.15.25.12 REPORTS FOR PLUGGING AND [ABANDOMENT] ABANDONMENT:

A, The operator shall file form C-105 as provided in 19.15.7.16 NMAC.,

B. Within 30 days after completing required restoration work, the operator shall file with the division
a record of the work done on form C-103 as provided in 19.15.7.14 NMAC.

C. The division shall not approve the record of plugging or release a bond until the operator has filed

necessary reports and the division has inspected and approved the location.
19,1525, 12 NMAC — Rn & A, 19.15.25.11 NMAC, 9/22/2026]

[A945:2542] 19.15.25.13 APPROVED TEMPORARY ABANDONMENT:
A, The division may place a well in approved temporary abandonment for a period of up to five years

[Prior-te-the-expiration-of anapproved-temporary-abandenment the-operator shall refurn-the-well-Ho-beneficial-use
undera-plan-the division-approves; permanently plug-and-abanden-the-well-and restore and-remediate-the-location-or
apply-foranew-approval to-temporarily-abandon-the-wel—An-operator-is-Himited to plasing the following numbers
of wells-inapproved-temporary-abandenment:
— A one-well-if the-operator operates-bobwesn-one-and-five wells;or
———B———one-third ofallwells {rounded to the-nearest-whele-number)-if the-operator-operates-more-than
five-wells:] upon a demonstration from the operator that the well will be used for beneficial use within the approved
period of temporary abandonment,

(1) The operator’s demonstration shalf include an explanation why the well should be placed
in temporary abandonment, how the well will be put to beneficial use in the future including supporting technical
data, a plan that describes the ultimate disposition of the well, and the time frame for that disposition.

(2) Tiic operator shall provide any other information the division determines appropriate,
including a current and complete well bore diagram; geological evidence; geophysical data: well casing information;
waste removal and disposition; production engineering: geophysical logs, e.p., cement bond logs, caliper logs, and
casing inspection logs; economic data; and health, safety, and environmental information,

(3) If the division denies a request, the operator shall return the well fo beneficial use under a

19,1525 NMAC 2
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B. Prior o the expiration of an approved temporary abandonment, the operator shalt return the well to

beneficial use under a plan the division approves, permanently plug and abandon the well and restore and remediate
the location, or apply for a new approval to temporarily abandon the well for a period of up to two vears in
accordance with Subsection A of 19.15.25.13 NMAC and demonstrate the well’s mechanical integrity in accordance
with Sections 19.15.25.14 and 15 NMAC. A second term shall not exceed two additional years, upon which time
the operator shall return the well to beneficial use under a plan the division approves or permanently plug and
abandon the well and restore and remediate the location,

C. Exfension,

(1) Prior to the expiration of a renewal of an approved temporary abandonment, the operator
shall return the well to beneficial use under a plan the division approves, permanently ptug and abandon the well and
restore and remediate the location, or apply for an extension to continue to place the well in temporary abandonment
for a period of up to five vears,

) To obtain an extension, the operator shall apply to the division to extend temporary
abandonment status. The division shall provide at least 30 days’ notice of the application for extension on its website
and to the division mailing list, The operator, division, or other person with standing may request a hearing on the
application for extension before the division, Any such hearing shall be conducted pursuant to the procedures for

adjudicatory proceedings in 19.15.4 NMAC. If a hearing is not requested, the division shall proceed with processing
the application for extension,

{a) To obtain an extension, the operator shall demonstrate to the division that the
well has future beneficial use.
{b) The application for extension shall include:
(i) a plan of development for the well that includes documentation that the
plan is technically feasible and financially viable;
(ii) a description of any work completed and in progress under the plan of
development:
(iii) documentation demonstrating why the well was not brought back to
beneficial use as had been proposed ox plugged and abandoned during the prior period of temporary abandonment;
(iv) a plan that describes the ultimate disposition of the well including the
time franie for that disposition: and
{v) documentation demonstrating the well’s casing and cementing meet the

requirements Sections 19.15.25.14 and 15 NMAC and that monitoring procedures are in place to ensure such
requirements wifl be met and mainfained during the period of temporary abandonment.

(c) The operator shall provide any other relevant information requested by the
division including engineering information, geological information, financial information, and applicable confracts
that support the future beneficiai use.

{3) An operator may reapply for an extension for periods of up to five years under the same
terms and conditions as provided for in this subsection. If the division denies a request for extension, the operator
shall veturn the well to beneficial use under a plan the division approves or permanently plug and abandon the well
and restore and remediate the location,

D. An operator is limited to placing the following numbers of wells in approved temporary
abandonment:
) one well, if the operator operates between one and five wells; or
(2) one-third of all wells (rounded to the nearest whole number), if the operator operates
niore than five wells,
I, Implementation schedule for existing yrells,
(1) Inactive wells (that are not in appreved or expired temporary abandonmenf), Wells

that have been inactive as of September 22, 2026, for less than three vears are eligible for temporary abandonment
status in accordance with Subsection A of this section, Wells that have been inactive for three or more years shall
apply to the division to extend temporary abandonment status in accordance with Subsection B of this sectien,

2) Wells in approved temporary abandoned status. Any operator of a well in temporary
abandoned status as of September 22, 2026, shall apply to the division {o extend temporary abandonment status in
accordance with Subsection B of this section prior to the date temporary abandonment status terminates. Unless an
operaior of a well has renewed a temporary abandonment i accordance with this paragraph, the operator shall
return the well fo beneficial use undet a plan the division approves or permanently plug and abandon the well and
restore and remediate the location,
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(3) Wells jn expired temporary abandoned status, Any operator of a well in expired

temporary abandoned status as of September 22, 2026, shall apply to the division to extend temporary abandonment
status in accordance wilh Subsection B of this section. Unless an operator of a well has renewed a temporary
abandonment in accordance with this paragraph, the operator shall return the well to beneficial use under a plan the
division approves or perinanently plug and abandon the well and restore and remediate the location,

F. The timeframes Subsections A, B and C in this section shall be implemented consistent with any
applicable federal requiremnents,
[19.15.25.13 NMAC—~Rn & A, 19.15.25.12 NMAC, 9/22/2026]

[1245.2543] 19.15.25.14 REQUEST FOR APPROVAL AND PERMIT FOR APPROVED TEMPORARY
ABANDONMENT:

A, An operator seeking approval for approved temporary abandonment shall submit [a-netice-ef
intent] the request on form C-103 to seek approved temporary abandonment for the well sefting forth the
demonstration required in 19.15.25.13 NMAC and describing the proposed temporary abandonment procedure the
operator will use, The operator shall not commence work until the division has approved the request. The operator
shall give 24 hours’ notice to the appropriate division district office before beginning work.

B. The division shall nof approve a permit for approved temporary abandonment unti! the operator
furnishes evidence demonstrating that the well’s casing and cementing are mechanically and physically sound and in
such condition as to prevent:

(1 damage to the producing zone;
@) nencontainment of well bore fluids to the atmosphere or migration of hydrocarbons or

water;
(&) the contamination of fresh water or other natural resources; and
4) the leakage of a substance at the surface.
C. The operator shall demonstrate both internal and external mechanical integrify pursuant to
Subsection A of [19-15:25-14] 19.15.25.15 NMAC.
D. Upon successful completion of the work on the temporarily abandoned well, the operator shall

submit a request for approved temporary abandonment to the appropriate division district office on form C-103
together with other information Subsection E of [19-45-744] 19.15.7.15 NMAC requires.
L. The division shall not approve a permit for approved temporary abandonment until the operator
provides financial assurance for the well that complies with [Subsection-B-of] 19.15.8.9 NMAC.
F. The division shall specify the permit’s expiration date. [whiek-shall be-net mere-than five years
rovak]
El9 15.25.14 NMAC —Rn & A, 159.15.25,13 NMAC, 9/22/2026]

[19:15.:25-34] 19.15.25.15 DEMONSTRATING MECHANICAL INTEGRITY:

A, An operator may use the following methods of demonstrating internal casing integrity for casing
repairs and wells to be placed in approved temporary abandonment, for wells for which approved temporary
abandonment is to be renewed, and for wells for which an extension is to be granted.

1) the operator may set a cast iron bridge plug within 100 feet of uppermost perforations or
production casing shoe, load the casing with inert fluid and pressure test to 500 psi surface pressure with a pressure
drop of not more than ten percent over a 30 minute period;

@ the operator may run a retrievable bridge plug or packer to within 100 feet of uppermost
perforations or production casing shoe, and test the well to 500 psi surface pressure for 30 minutes with a pressure
drop of not greater than ten percent over a 30 minute period; or

3 the operator may demonstrate that the well has been completed for less than five vears
[aﬂd—hasaaat—beeﬂ—eenﬂeeted—teaweiﬂ&e]

B. During the testing described in Paragraphs (1) and (2) of Subsection A of [1945:2514]
19.15.25.15 NMAC the operator shall:

€)) open all casing valves during the internal pressure tests and report a flow or pressure
[ehange] ocourring immediately before, during or immediately after the 30 minute pressure test;
2) top off the casing with inert fluid prior to leaving the location; and

3 report flow during the test in Paragraph (2) of Subsection A of [19-45:25-44] 19,15.25.15
NMAC to the appropriate division district office prior to completion of the temporary abandonment operations; the
division may require remediation of the flow prier to approving the well’s temporary abandonment.
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{4) Any isolation device used to test mechanical inteprity pursuant to Subsection A of this
section shall yemain jn place for the duration of the temporary abandonment,
(5) The gperator shall perform a caliper log and casing integrity log, Taking into account the

purpose and duration of the temporary abandonment, the division may waive this requirement upon a demonstration
by the gperator of the current and anticipated internal casing integrity of the well and that such inteprity shall be
maintained throughout the period of temporary abandonment,

C, An operator may use any method approved by the EPA in 40 C.F.R. section 146.8(c) to
demonstrate external casing and cement integrity for wells to be placed in approved temporary abandonment.

D, The division shall not accept mechanical integrity tests or logs conducted more than 12 months
prior to submittal,
E. The operator shall record mechanical integrity tests on a chait recorder with a maximum two hour

clock and maximum 10600 pound spring, which has been calibrated within the six months prior to conducting the
test. Witnesses to the test shall sign the chart, The operator shall submit the chart, caliper log, aud casing integrity
log with form C-103 requesting approved temporary abandonment.

F. The division may approve other testing methods the operator proposes if the operator
demonstrates that the test satisfies the requirements of Subsection B of [19:15.2513] 19.15.25.14 NMAC,
[19.15.25,15 NMAC —Rn & A, 19.15.25,14 NMAC, 9/22/2026]

[19:15:25:45] 19.15.25.16 WELLS TO BE USED FOR FRESH WATER:

A. When a well to be plugged may safely be used as a fresh water well and the landowner agrees to
take over the well for that purpose, the operator does not need to plug the well above the sealing plug set below the
fresh water formation,

B. The operator shall comply with other requirements contained in [49:45-25.9] 19.15.25.10 NMAC
through [49-45:25-4] 19.15.25,12 NMAC regarding plugging, including surface restoration and reporting
requirements.

C. Upon completion of plugging operations, the operator shall file with the division a written
agreement signed by the landowner whereby the landowner agrees to assume responsibility for the well. Upon the
filing of this agreement and division approval of well abandonment operations, the operator is no longer responsible
for the well, and the division may release bonds on the well,

[19.15.25.16 NMAC — Rn & A, 15.15.25.15 NMAC, 9/22/2026]
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STATE OF NEW MEXICO
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

IN THE MATTER OF PROPOSED
AMENDMENTS TO 19.15.2, 19.15.5 CASE NO. 24683
19.15.8, 19.15.9, AND 19.15.25 NMAC

CERTIFICATE OF COMPLIANCE WITH FILING AND NOTICE REQUIREMENTS

As Clerk to the New Mexico Oil Conservation Commission (OCC), I hereby certify that notice of
this matter has been provided as follows:

1. Inaccordance with 19.15.3.15 NMAC, the adoption of the rule occurred on September 10,
2026. The final rule changes, along with a copy of Commission Order No. R-24486, were filed
with the State Records Center and Archives on September 11, 2026. The final rule changes are
scheduled to be published in the New Mexico Register on September 22, 2026.

2. Notice of the adoption of the rule, which either included (a) a copy of the final rule changes
and the Order or (b) information on where to obtain a copy of the final rule changes and Order
was:

a. posted on the Oil Conservation Division website;

b. sent to the Oil Conservation Division field offices in Hobbs, Artesia, Aztec, and
Albuquerque to be available to the public;

c. mailed or e-mailed to all persons on the Commission mailing list for rulemakings, and
to all participants in the rulemaking who provided a mail or electronic mail address to the
Commission;

d. e-mailed to the New Mexico Legislative Council for distribution to committees;
and
e. posted to the New Mexico Department of Information Technology’s Sunshine Portal.

NEW MEXICO OIL CONSERVATION COMMISSION

Sheln ﬂﬁﬁm

Sheila Apodaca, Commission Clerk
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