




“While [the Oil Conservation Division] is limited

in its ability to hold previous operators

responsible for well plugging and reclamation, the

State Land Office can hold lessees responsible for

the cleanup of well sites on state land if the

operator cannot afford or refuses to do it

themselves,” the report states.

The state Court of Appeals recently ruled in favor

of the State Land Office in a case against

Marathon Petroleum and others, deciding prior oil

and gas lessees can be held responsible for

cleanup necessitated by their activities on state

trust lands. Marathon appealed the case to the

state Supreme Court earlier this month; that appeal is pending.

Legislative Finance Committee staff told lawmakers during a June meeting current orphaned wells in the

state will cost taxpayers about $200 million for plugging and remediation. New Mexico could face costs of

$700 million to $1.6 billion for plugging abandoned wells in the years to come, based on the agency’s analysis

of current inactive or low-producing wells throughout the state.

Ben Shelton, deputy secretary of the Oil

Conservation Division, called the report an

accurate assessment of the challenges the division

is facing with regard to orphan well liability,

financial assurance and “how to manage this

enormous level of work that, candidly, OCD is not

set up to do.”

“This is something that has become a bit of an

elephant, that the division is dealing with,” he told

lawmakers during the meeting.

The report laid out some policy recommendations,

including amendments to state law to change the

type of financial assurance oil well operators are

required to put down for down, or an amendment

that would allow the Oil Conservation Division to
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reject transfers of leases to companies that appear

unlikely to be able to fulfill retirement obligations

for wells.

‘We set the terms’
Some environmental advocates have called for well operators to be required to provide higher financial

assurance for wells, pointing out the statewide cap of $250,000 per operator doesn’t cover the average cost of

plugging and remediating well sites.

Sierra Club-Rio Grande Chapter Executive Director Camilla Feibelman called the problem “big, broad and

costly” enough to require pursuing multiple strategies.

“Strategy 1 is going after any owner with some semblance of responsibility,” she said. “Number two is using

the federal and bonding funds that we have locally to clean them up, but the top, most important thing is that

we increase bonding rates to really cover the cost of cleaning up an abandoned oil or gas well, and at the same

time ensuring that when there are transfers of ownership, that [the Oil Conservation Division] is really taking

stock of whether the company acquiring is financially viable and that there’s not this legacy of cleanup that

has to be done.”

Feibelman’s group has filed a petition — along with others — to the Oil Conservation Commission to increase

bonding rates, but she said an amendment should be made by the Legislature as well.

“All of this should be seen under the context that a large majority of these fossil fuels being extracted are

publicly held resources on public lands, right?” she said. “Private companies are profiting off of our resources

— so we set the terms.”
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The State Land Office’s lawsuits cite common-law trespass and negligence statutes, seeking damages with

interest or injunctions to force operators to plug wells. The agency filed a lawsuit against Tarco Energy in

April, one against operator Scott Barthel in May and another in June against Aspen Operating Company and

Rubicon Energy.

Each of the complaints alleges the companies have not responded to multiple requests for compliance with

regulations from the agency.

In some cases, the dispute could be resolved without the state spending thousands on plugging and

remediating public lands.

Joe Tarver, the head of Tarco Energy, said in a phone call this week he is hoping the State Land Office’s case

against his company can be resolved soon since he has been working with the Oil Conservation Division and

the State Land Office in recent months to bring his wells back into compliance.

An oil worker near Malaga in 2021. The State Land Office has filed several lawsuits this year against well operators, alleging their wells
on public lands have been out of compliance with state regulations.
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