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Required bonding levels are going up for oil and natural gas wells in California.

California Gov. Jerry Brown (D) on Friday signed into law legislation that raises the amount of insurance
needed before drilling in the state. S.B. 665 from Sen. Lois Wolk (D) mandates that operators of oil and gas
wells fund indemnity bonds of $25,000 for each well less than 10,000 feet deep and $40,000 for those 10,000
feet or more.

That's up from the previous requirement of $15,000 for wells less than 5,000 feet, $20,000 for those between
5,000 and 9,999 feet and $30,000 for wells 10,000 feet or deeper.

"Current bonding requirements are outdated and don't provide the state with sufficient funds to repair damage
should an operator be incapable of providing repairs or if they abandon a well," Wolk said. "Increasing the
bonding requirement will shift the financial burden of responding to abandoned wells or other violations from
taxpayers to oil and gas drillers."

The state mandates that oil and gas well operators obtain indemnity bonds when they drill, deepen or otherwise
permanently alter a well. The insurance is meant to fund reparation of any environmental damage caused by
drilling in cases where an operator becomes insolvent, abandons the well or for some other reason is unable to
remediate damage.

S.B. 665 was one of 10 measures introduced earlier this year to tighten regulations on oil and natural gas
operations in the Golden State. Nearly all of those died in committee or in floor votes. The only other exception
was S.B. 4, from Sen. Fran Pavley (D), which would require oversight of hydraulic fracturing and other well
stimulation work. Brown also signed that bill into law Friday.

Before Wolk's legislation, bonding requirements hadn't been adjusted since 1998, according to the California
Department of Conservation's Division of Oil, Gas and Geothermal Resources. The agency has said that
between the fiscal years of 1999 and 2013, the state paid roughly $16 million to remedy violations related to oil
and gas wells but could only collect about $2.6 million to defray these costs.

A trade group for drillers, however, said that statistic is misleading. As a group, oil and gas companies pick up
the additional costs above what the indemnity bonds fund, according to Rock Zierman, CEO of the California
Independent Petroleum Association, which represents 170 oil producers.

Oil and natural gas companies accepted the bill after successfully lobbying to lower how much the bonding
requirement would increase.

"It's reasonable," Zierman has said. "It basically increases the bonding levels a little bit more than the rate of
inflation. We're comfortable with that."

Most green groups favor the new law.

"Oil and gas companies need to be responsible neighbors and businesses, and by increasing bonding levels,
[Wolk] is helping to ensure that our environment and public health is protected," said Bill Allayaud, California
director of government affairs for the Environmental Working Group.


