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 1. The types of financial instruments allowed for bonding are too wide ranging and, given the 
temporary and rapidly changing nature of ownership and operations in this industry, must require clear 
assurance for the Dept, for landowners, for local governments and the public.  Letters of standby credit 
or assignments of savings account do not assure the state that sufficient resources will be available in 
case of accidents or damage to any party.  Such instruments, along with low bonding requirements and 
major long-term liabilities not requiring bonding under the draft rules, are an invitation to 
undercapitalized speculative operators, such as “wildcatters,” most likely to cause harm to landowners, 
the public, its resources and infrastructure.  At least 50% of the total bond amounts must be required as 
a cash deposit and any remainder as a Surety Bond, so that there is a third party from which collections 
can be made. 
  
2.  Inadequate level of bonding requirements even for the basic function of ensuring adequate, safe 
well plugging. The current statutory requirement of $5,000 plus $1.00/linear foot for well plugging is far 
less than many state programs or industry estimates ($80,000 or more) for routine closure, assuming no 
well failure has occurred.  
 

3. There is no long term bonding requirement for dealing with “legacy” contamination 
issues.  While baseline and subsequent water well testing are only required 30 days after the end of 
production, even movement of more mobile contaminants such as methane and volatile organics may 
continue past that time and water soluble chemical additives or natural contaminants may continue to 
move through existing or induced fractures toward the water supply layer for many years. The diversion 
of some severance taxes into a general remediation fund administered by DENR, as proposed to deal 
with such cases, will result in orphaned sites, taxpayer liabilities and inadequate resources for cleanup 
costs.  There is no requirement for bonding/insurance to deal with any accidents or injury to workers or 
neighbors to the site or the public, and all parties would be required to undertake litigation for recovery. 

 

4.  Leaving the land reclamation bonding amount to the discretion of the DENR Director is unlikely 
to assure adequate resources and is an extremely poor precedent for other regulatory programs. Until 
the Reclamation Cost Table and Oil and Gas Design Manual are completed and explicitly included with 
the draft rules, rules referring to them are incomplete and should not be subject to public review. No 
permit applications should be accepted for review by the Dept. under these conditions.   
 
 
5.  Environmental damage bond of $1,000,000, which refers to the amount specified in an 
amendment to Senate Bill 786, is far from adequate to deal with any major release of contaminants to 
air, surface or groundwater, but should be increased by at least a factor of 5 for sites that are not 
“environmentally sensitive.”  Rather than increasing bonding amount for sensitive sites, exploration and 
production should simply not be allowed on or near such sites. 
 


