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Landowner group urges reform of federal oil and gas bonding program
New GAO report critical of BLM’s program

On Friday, the Government Accountability Office (GAO) released a report, Oil and Gas 
Bonds: BLM Needs a Comprehensive Strategy to Better Manage Potential Oil and Gas  
Well Liability.  [LINK TO REPORT http://www.gao.gov/new.items/d11292.pdf]

A 2005 WORC bonding report found a potential multi-billion dollar taxpayer liability for 
clean up of oil and gas site throughout the West. [LINK TO WORC REPORT 
http://www.worc.org/Filling-the-Gaps/] Other key findings of WORC’s report, Filling the  
Gaps, were:

• Financial assurance (damage deposit) amounts in all cases examined in the study 
fell far short of potential clean-up costs; and 

• Reclamation plans rarely covered true clean-up needs.

Donald Nelson, a rancher/farmer from Keene, N.D., issued the following statement on 
behalf of WORC in reaction to the GAO report findings. Nelson’s ranch is a mixture of 
private and public surface with private and federal oil and gas holdings. Nelson was 
recently appointed to the Dakotas citizen-based Resource Advisory Council, which 
advises the Bureau of Land Management on public land issues.

“This report confirms our contention that federal oil and gas bonding 
program needs an overhaul because bonding levels are too low and present 
a huge liability for the American taxpayer. 

“Bonding reform would reduce the odds that taxpayers will have to pay 
for the clean up of oil and gas projects in the event of default by energy 
companies, and it would help ensure proper reclamation of drilling sites.

“As a landowner in the oil and gas drilling fields, I strongly encourage the 
BLM to fully implement the GAO’s recommendations and to ensure that 
oil and gas companies pay the full cost of reclaiming drilling areas.”

In its latest report, GAO found that the Bureau of Land Management has not consistently 
implemented its policies for managing potential liabilities from idle, unreclaimed oil and  
gas wells. For example, 13 of the 33 BLM field offices GAO interviewed reported that 
“they either did not conduct any reviews or did not know the number of reviews 
conducted” on the adequacy of bonds set for federal oil and gas leases. 

https://docs.google.com/a/worc.org/document/d/1oCb5HokvtaDxAxNcFKBFSylyF5ALG_LdKB0KnGeWOO4/edit?hl=en


In addition, GAO reported 11 of the respondents had not conducted any reviews of the 
status of idle or orphaned wells in one or more years out of the last five. 

To improve management of potential liability of federal land, GAO recommended that 
the BLM should develop a comprehensive strategy to increase bonding over time; 
improve its data system to ensure complete and consistent well records; and better 
monitor agency performance in reviewing bond adequacy and idle wells. 

According to GAO, the BLM has agreed with the report’s recommendations and said the 
agency has moved to address the completeness and accuracy of its oil and gas data. 
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