NM Regulators Break the Law To Weaponize
Oil & Gas Bonding Rules

o IPANM and New Mexico’s oil and gas industry are fighting back against regulatory
overreach, challenging the Qil Conservation Commission and State Land
Commissioner over unjustified, excessive, and punitive bonding requirements.

o Industry contends that both agencies exceeded their statutory authority, imposing
unprecedented financial burdens that threaten the survival of New Mexico’s
independent oil and gas producers.

IPANM (Oct. 17, 2026) - The Independent Petroleum Association of New Mexico (IPANM) has
engaged in two major legal challenges against sweeping new financial assurance regulations.

Both actions were filed October 13, 2026, in New Mexico:

e JPANM filed an appeal challenging the New Mexico Oil Conservation Commission's (OCC)
new Well Bonding Rule administered by the Oil Conservation Division (OCD); and,

e [PANM joined a New Mexico Oil and Gas Association (NMOGA)-led lawsuit challenging the
dramatically expanded State Land Office's (SLO) Lease Bonding Rule.

At the heart of both challenges is a fundamental principle: State regulatory agencies must operate
within the authority granted to them by the New Mexico Legislature. Statutory limits exist to ensure
that unelected regulatory bodies cannot impose arbitrary, excessive, or punitive requirements beyond
those authorized by law, as industry contends in both cases.

Together, these two rules impose overlapping financial assurance requirements that could reach tens of
millions of dollars per operator. Both were adopted despite extensive industry testimony and economic
analysis warning of severe consequences for small and midsized producers, raising serious questions
about the justification for such excessive bonding requirements. Adding to these concerns, environmental
advocacy groups openly opposed to oil and gas development played a significant role in shaping the
regulations, while industry's warnings about their economic consequences went largely unheeded.

Equally troubling, the new regulations fail to adequately account for industry's successful passage of
House Bill 80 (HB 80), which established a dedicated, ongoing funding mechanism for New Mexico's Oil
and Gas Reclamation Fund. This legislative solution strengthens funding for orphan well plugging and
reclamation, undermining the justification for imposing extraordinary additional financial assurance
requirements on responsible operators.

In announcing the filings of both lawsuits, IPANM Executive Director Jim Winchester issued the
following statement:

“IPANM supports responsible well plugging, environmental
protection, and reasonable financial assurance. But
regulations must be lawful, evidence-based, and
proportionate to the risks. Left unchallenged, these excessive
bonding rules could devastate New Mexico’s independent
producers, as we’ve already seen with far less burdensome
regulations in other states.”




OCC Well Bonding Rule: IPANM Appeals to New Mexico Court of Appeals

On October 13, IPANM filed a Notice of Appeal with the New Mexico Court of Appeals challenging the
OCC's final bonding rule adopted under Case No. 24683.

Originating from a petition filed by environmental advocacy organizations, the rule substantially expands
financial assurance requirements administered by the OCD, including $150,000 per well for operators
meeting specified low-producing, inactive, or temporarily abandoned well criteria.

For an independent producer with 100 wells subject to the
requirement, financial assurance obligations could reach $15 million,
before accounting for separate SLO or federal bonding requirements.
Certain provisions take effect May 1, 2029, while others apply
earlier.

IPANM maintains that the Commission's rulemaking raises serious
questions about statutory authority, the evidentiary justification for
the bonding amounts, and whether the adopted requirements are
consistent with the Legislature's established framework for
regulating oil and gas operations.

The appeal seeks judicial review of the OCC's July 16, 2026 rulemaking order and resulting regulations,
including whether the Commission acted within its lawful authority.

The Legislature establishes the boundaries of regulatory authority. Agencies cannot independently expand
those boundaries simply because they believe more restrictive requirements are desirable. Judicial review
is an essential safeguard against regulatory overreach.

State Land Office Bonding Rule: IPANM Joins NMOGA-Led Lawsuit

Also on October 13, IPANM joined NMOGA as a co-plaintiff in an NMOGA-led lawsuit filed in Lea
County's Fifth Judicial District Court challenging the SLO's new Lease Bonding Rule, effective
September 28, 2026.

The rule replaces a framework generally permitting a $20,000
blanket bond covering multiple state leases with dramatically higher
financial assurance requirements, including a maximum ordinary
bulk bonding cap of $40 million, excluding additional heightened-
risk requirements.

NMOGA and IPANM’s central legal argument is that the SLO has
exceeded the specific bonding authority granted to the
Commissioner of Public Lands by the Legislature.

New Mexico law assigns the OCD responsibility for well plugging
and associated reclamation financial assurance, while the SLO's statutory bonding authority for oil and
gas leases is more narrowly defined, principally addressing specified surface damages.



The lawsuit argues that the Commissioner cannot unilaterally expand those statutory responsibilities,
impose additional plugging and reclamation bonding obligations, or rewrite existing lease terms through
administrative rulemaking.

The complaint also raises constitutional, contractual, due-process, public-records, and alleged retaliation
claims. The accompanying graphic below illustrates the magnitude of the allegations against the State
Land Commissioner:
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IPANM and NMOGA are asking the Court to invalidate the new rule
in its entirety, rescind the SLO’s rulemaking order, and prohibit
enforcement of both the 2026 rule and its 2019 predecessor.
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The Legislature deliberately establishes limits on agency authority to protect regulated businesses from
arbitrary government action. Allowing agencies to disregard those limits would undermine legislative
oversight, regulatory predictability, and the fundamental protections afforded to New Mexico businesses
under state law.

NMOGA is leading the litigation, with IPANM participating to ensure independent producers' interests
are represented. The lawsuit seeks to invalidate the rule and prevent its unlawful enforcement.

New Mexico's Excessive Bonding Rules Could Force Independent Producers to
Secure $55.5 Million Just to Operate

The accompanying IPANM financial assurance comparison illustrates the extraordinary cumulative
financial burden created by New Mexico's separate state bonding requirements, along with federal
bonding requirements:
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New Mexico's Oil & Gas Industry has filed suit against both the Oil Conservation Division’s State Well Bond Rule & State Land Office’s Lease Bond Rule.

IPANM filed a lawsuit in NM Court of Appeals on Oct. 13, 2026 challenging OCD's administrative rule issued WITHOUT statutory authority.

NMOGA & IPANM filed a lawsuit in Lea County on Oct. 13, 2026 against SLO for exceeding statutory authority, expanding SLO's authority into OCD's juridiction, creating arbitrary & excessive requirements,
violating due process, unconstitutional retaliation against industry, violation of public records requests, intentional delays in disclosing final rule, and filing a premature declaratory judgement actionn
against industry before final rule was provided to industry.
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New Mexico now imposes two separate state bonding layers that can secure overlapping
environmental and reclamation responsibilities. The OCC addressed overlapping bonds within its own
rule but did not resolve the additional SLO bonding layer.

As the accompanying graphic demonstrates, New Mexico's potential financial assurance requirements are
dramatically higher than those in many other major oil-producing states.

Independent Producers Face Disproportionate Financial Consequences

Independent producers frequently operate mature, conventional, and lower-producing wells with narrower
operating margins and more limited access to capital than large publicly traded companies.

Excessive bonding requirements can restrict credit, consume borrowing capacity, increase surety costs,
and divert investment away from production, maintenance, and environmental remediation.

The consequences could include premature well plugging, reduced asset values, fewer opportunities for
smaller operators, and lost economic activity in New Mexico's producing communities.

Although financial assurance does not necessarily require an equivalent cash deposit, obtaining bonds can
involve substantial premiums, collateral requirements, and financial restrictions.

Regulations that make otherwise economically viable wells impossible to operate do not necessarily
improve environmental outcomes. Instead, they risk accelerating well abandonment, discouraging
investment, and weakening the very industry responsible for funding reclamation.


https://ipanm.org/wp-content/uploads/2026/10/FINAL-Oil-Gas-Financial-Assurance-Costs-by-State-PDF-101826.pdf

IPANM's Legal Commitment and Next Steps

These legal challenges underscore IPANM's commitment to defending independent producers against
excessive regulatory burdens and unlawful administrative overreach.

IPANM is independently pursuing its OCC appeal while
joining NMOGA's leadership in challenging the SLO rule.
This coordinated approach ensures strong industry

representation while maximizing legal resources and ’
avoiding unnecessary duplication. ﬂ

INDEPENDENT PETROLEUM ASSOCIATION OF NEW MEXICO

Neither filing automatically suspends the new regulations.
IPANM will continue monitoring both proceedings,
coordinating legal strategy, and updating members on
significant developments.

Our position is clear: New Mexico's regulatory agencies must follow the law, respect the limits of
their statutory authority, and base financial assurance requirements on sound evidence—not use
administrative rulemaking to impose punitive financial burdens that threaten the future of
independent oil and gas production.



