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The environmental and financial conse-

quences of a large and probably growing num-

ber of inactive wells remain largely unex-

plored. Based on some new work on methane 

leaks from such wells and reports of state lia-

bilities for plugging wells and restoring pro-

duction sites, a closer look at these issues is 

warranted.   
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Regulatory, environmentalist, academic 

and industry attention has focused much more 

on the environmental consequences of oil and 

gas development from active wells than on 

those from inactive wells, or wells that have 

ceased production. This focus is understanda-

ble given concerns about drilling, fracking, 

waste handling and the like; but there are 

many more inactive wells than active wells—

one estimate suggests that at least 3.5 million 

oil and gas wells have been drilled in North 

America (Brandt et al. 2014), of which 

825,000 are currently in production.1 The re-

maining wells are presumably inactive. Left 

unplugged or not properly plugged, inactive 

wells threaten human and environmental 

health. Recent research suggests that these 

wells can leak methane (a powerful green-

house gas) into the atmosphere (Kang et al. 

2014). They could also provide a pathway for 

surface runoff, brine, or hydrocarbon fluids to 

contaminate surface water and groundwater 

(Kell 2011; King and King 2013; King and 

Valencia 2014). Well sites that are not proper-

ly reclaimed can contribute to habitat fragmen-

tation (Drohan et al. 2012) and soil erosion, 

1 This total may be an underestimate—many historic 
wells were drilled before well-permitting regulations 
were introduced and thus may not be recorded. 
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and equipment left on-site can interfere with 

agricultural land use and threaten wildlife  

habitat (DOI 2015). Whether and to what ex-

tent even properly plugged wells can leak is 

still an open question.  

Significant financial concerns also exist 

about decommissioning inactive wells—that 

is, permanently plugging the wells and re-

claiming the surrounding well sites. States face 

challenges with managing and decommission-

ing what are known as orphaned wells, those 

without a responsible owner. Our research 

finds that states bear the financial burden of 

decommissioning these wells because the bond 

amounts that are required of operators are gen-

erally too low to cover decommissioning costs, 

should a well owner become bankrupt or be 

otherwise unavailable to pay. As of 2007, 

across 26 states with oil and gas activity, an 

estimated 149,371 wells were inactive, or-

phaned, and not yet decommissioned (Inter-

state Oil and Gas Compact Commission 2008). 

As of 2008, states had spent about $319.1 mil-

lion to plug 71,618 orphaned wells on state 

lands (an average cost of $4,500 per well). 

There are also orphaned wells on federal lands. 

From 1988 to 2009, the Bureau of Land Man-

agement (BLM) spent $3.78 million to plug 

295 wells in 12 states (an average cost of 

$12,800 per well; Government Accountability 

Office 2010). 

Even if wells have a responsible operator 

on record, they may still represent a potential 

environmental risk and financial liability to 

states. Due to a lack of monitoring capacity, a 

well that has been inactive for an extended pe-

riod of time and is noncompliant with envi-

ronmental standards may be allowed to remain 

in temporary abandonment or inactive status, 

so that it can be reactivated when market or 

technology conditions improve, instead of be-

ing permanently plugged and abandoned. 

Eventually these wells may become orphaned: 

a 2014 performance audit of the inactive well 

program managed by Louisiana’s Office of 

Conservation found that 46.5 percent of 

11,269 wells identified as having future utility 

had held that status for more than 10 years 

(Louisiana Legislative Auditor 2014).  

Growing public pressure on regulators and 

industry to protect against environmental risk, 

more stringent regulations for plugging and 

abandonment, and improvements in well con-

struction technologies and practices all suggest 

that wells drilled today are likely to present a 

smaller environmental risk after they cease 

production than inactive wells of the past. Yet 

despite this lowered risk, each additional well 

will eventually add to the growing stock of 

inactive wells that need decommissioning. En-

suring that there are effective regulations in 

place to manage this population of wells is 

therefore essential for protecting states and the 

public against both environmental and finan-

cial costs.  

This Summary of Key Findings presents 

highlights from our full report, Plugging the 

Gaps in Inactive Well Policy (as well as our 

forthcoming paper on the costs of plugging 

and site reclamation; Shih et al.), and provides 

policy recommendations with an eye toward 

reforming the regulation of onshore inactive 

wells in the United States. These recommenda-

tions are based on our research outlined in the 

remainder of the summary. We begin by char-

acterizing the magnitude of the environmental 

risks posed by inactive wells that are not 

properly decommissioned and then examine 

the costs of decommissioning and, relatedly, 

the financial incentives that operators face 

when deciding whether to decommission their 

wells. We conclude with a review of inactive 

well regulations in 23 jurisdictions, noting el-

ements of these regulations that are especially 

pertinent to mitigating environmental and fi-

nancial risks and identifying several ways in 

which these regulations can be made more 

stringent. Lessons learned from this research 

will have implications that reach beyond the 

oil and gas industry, given that the challenge 
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of ensuring that future environmental costs are 

borne by polluters is one that is common to 

other sectors, such as mining and waste dis-

posal.  

Policy Recommendations for State 
Regulatory Reform 

Some recommendations do not apply to 

states that are already adequately addressing 

these issues (or to BLM, when that is also the 

case). Such states can serve as a model for 

others. We use the term “states” to refer to all 

jurisdictions, including BLM. 

Bonding Regulations 

1. Compare bond amounts required of 

operators against decommissioning 

costs in each state and revise bonds 

accordingly to more closely 

approximate decommissioning costs. 
Note, however, that the optimal 

amount of cost coverage that should be 

built into a bond is uncertain: whereas 

bond amounts that are too low do not 

provide adequate incentives for 

operators to decommission their wells, 

pegging bond amounts to the cost of 

the most expensive projects places an 

unreasonable burden on operators and 

can discourage drilling activity.  

2. Include provisions in bonding 

regulations to ensure that states do 

not bear the cost of particularly 

expensive decommissioning projects. 
For instance, a pool of funds could be 

provided by industry that could be 

drawn on if the cost of a project 

exceeds a certain threshold. 

3. Calibrate bond amounts to account 

for a variety of factors that influence 

decommissioning costs. For instance, 

some states set bond amounts that vary 

by well depth, which is important 

given that average well depths in the 

United States have been increasing. 

Some also set different bond amounts 

for specific districts, as several factors 

that affect costs vary geographically, 

such as topography. Other factors that 

a few states consider include whether a 

well is horizontal or vertical, as well as 

operator characteristics such as 

compliance history and the number of 

wells the operator owns. 

4. Consider introducing surface 

damage agreements in addition to 

traditional plugging or plugging and 

reclamation bonds. We found that a 

number of states use some form of 

surface damage agreement or 

negotiation in cases where the surface 

and mineral rights are held by different 

owners. Although it is possible that 

these arrangements are common on an 

individual lease-by-lease basis, we 

view their inclusion in state regulatory 

programs as a potential way to limit 

externalities (for example, crop 

damage and noise) when contracts with 

surface owners are inadequate. A small 

number of states inspect a site for the 

quality of its reclamation before 

releasing financial assurances; these 

can serve as an example for other 

states.  

Well Management and Monitoring 

5. Tighten the conditions under which 

wells are allowed to be transferred 

from one operator to another. In the 

oil and gas industry, wells are 

frequently transferred from larger 

operators to smaller companies. 

Smaller operators are at a higher risk of 

becoming financially insolvent or 

otherwise unable to foot the bill for 

decommissioning. At present, well 

transfers are typically allowed as long 

as the buyer can cover the cost of the 
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financial assurance attached to the 

bond. Regulators should ensure that the 

operator purchasing the well is 

financially stable and has a good track 

record of complying with regulations. 

Alternatively, or in addition, states 

could hold the original owners at least 

partly liable for decommissioning their 

wells rather than transferring all 

liability to the new owners, who are 

sometimes less financially secure. 

6. In some states, tighten requirements 

for maintaining temporary 

abandonment status. Otherwise, 

operators may maintain their wells in 

this status for longer than appropriate 

to avoid or postpone decommissioning 

costs, raising environmental risks. Such 

measures could include well integrity 

demonstrations and inspections both 

prior to and at regular intervals during 

temporary abandonment, and 

requirements to demonstrate the future 

economic viability of a well (especially 

relevant during bust periods).  

7. Conduct legislative audits to evaluate 

the stringency of state monitoring 

efforts and the success of state 

plugging programs. Regulatory 

capacity is a crucial factor that we do 

not evaluate in this study: a legislative 

audit in Louisiana found that the Office 

of Conservation did not issue 

compliance orders for 86 percent of the 

482 wells that required them from 2008 

to 2013. Audits should examine 

questions such as what percentage of 

the wells on their plugging lists states 

are able to decommission each year, 

whether inactive wells are consistently 

monitored, and what percentage of 

decommissioning costs have been 

covered by bonds provided by industry. 

Inactive and Orphaned Well Programs 

8. Develop more sustainable means for 

state financing of orphaned well 

decommissioning efforts. At present, 

recovered bonds represent only a 

fraction of revenues available for 

decommissioning orphaned wells in 

most states. States thus rely on a 

combination of legislative 

appropriations (public monies) and 

permit fees from industry, which are 

unreliable in times of low oil 

production. At a minimum, recovered 

bonds should cover a larger share of 

decommissioning costs. 

9. Improve state reporting on (i) the 

numbers of inactive wells of various 

types and statuses, (ii) costs, and (iii) 

how regulations are applied in the 

field and through permitting. It was 

difficult to find credible numbers of 

inactive wells and detailed data on 

orphaned well decommissioning costs. 

It was also difficult to pull out 

regulations from some state codes, and 

there is a lack of information on how 

state rules are adjusted at the district 

level or for individual cases. Data on 

regulatory enforcement are likewise 

difficult to find and process.  

10. Given the heterogeneity of state 

regulations, consider using the 

Regulatory Exchange (supported by 

the Groundwater Protection Council 

and the Interstate Oil and Gas 

Compact Commission) or other 

bodies to share regulatory 

information among states and learn 

from other states’ experiences. 

  



Resources for the Future   |   Ho et al. 

www.rff.org     |     5 
 

The Problem: Environmental Risks 
from Inactive Wells 

Inactive wells can leak pollutants, includ-

ing methane and brine, as well as heavy metals 

and naturally occurring radioactive substances 

due to mechanical integrity failure, failed well 

casings, and cement failure. These pollutants 

can contaminate groundwater, surface water, 

or be released into the atmosphere (as in the 

case of methane). The likelihood of leakage 

from an inactive well depends on a number of 

factors, including, most importantly, the quali-

ty of well construction at the time it was 

drilled and the abandonment measures that 

have been taken.  

The literature provides anecdotal evidence 

of leakage from inactive wells that have not 

been decommissioned, but does not character-

ize the rate at which these wells leak. We are 

aware of only very limited research that pro-

vides measurements of methane leakage rates 

from inactive wells. Kang et al. (2014) found 

considerable methane emissions from a sample 

of inactive wells in Pennsylvania, as well as a 

higher probability of leakage from certain 

types of wells. Gas wells were found to have a 

higher leakage potential than oil wells (Kang 

et al. 2015). Other literature has identified a 

number of groundwater contamination inci-

dents from orphaned oil and gas wells in Ohio 

TABLE 1. TOTAL NUMBER OF INACTIVE WELLS BY STATE 

State 
 

Total inactive 
wells 

Inactive 
non-P&A 

Inactive 
P&A 

Active 
wells 

Percent inactive 
non-P&A wells (of 

total inactive wells) 

MO 9,098 5,111 3,987 1,193 56% 

KY 29,546 12,338 17,208 41,371 42% 

MT 12,358 4,652 7,706 28,947 38% 

WV 36,941 14,018 22,923 18,919 38% 

NY 12,702 1,730 10,972 11,406 14% 

PA 52,091 6,895 45,196 121,011 13% 

ND 11,210 1,341 9,869 14,373 12% 

NM 46,105 4,773 37,076 52,903 10% 

WY 45,913 3,981 41,932 32,841 9% 

KS 210,868 15,465 195,403 91,472 7% 

CO 37,662 1,881 35,781 50,861 5% 

AR 24,660 948 23,712 17,680 4% 

OH 106,188 1,178 105,010 61,189 1% 

Total 635,342 74,311 556,775 544,166 12% 

Notes: We use "P&A (plugged and abandoned) here as a synonym for “decommissioned”. Different 
states have different ways of categorizing wells. Inactive, non-P&A wells include various types 
of non-producing wells that have not been plugged, including orphaned wells, wells of various tem-
porarily abandoned statuses, shut-in wells, and wells approved for plugging. In certain states, for in-
stance, in West Virginia and Montana, production data are reported only in twelve-month cycles 
such that it was not possible to extract wells that have been shut-in for less than twelve months  
and include these in our count of inactive wells. For these states, therefore, the number of non-P&A 
wells reported here is an underestimate. Inactive P&A wells include wells labelled plugged and 
abandoned, dry and abandoned, and final reclamation. Active wells include all currently producing 
wells, and exclude wells that were never drilled or wells with expired or cancelled permits. The 
numbers reported in this table are based on data gathered in February and March 2016.
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and Texas (Kell 2011). That said, the empiri-

cal literature does not distinguish between the 

environmental damage caused by different 

types of inactive wells (for example, temporar-

ily abandoned versus plugged and abandoned 

wells, or historic wells versus wells drilled 

more recently).  

Estimating the number of inactive wells in 

the United States gives a sense of the magni-

tude of the environmental threat posed by this 

population of wells. Yet there is considerable 

uncertainty about that number. Older wells 

may have never been logged into a system. 

Even the production and abandonment status 

of more recent wells is unclear, because states 

use different definitions to classify the status 

of their wells. Further, there is no single data-

base of inactive wells for the entire country. 

We used data that states provided to us directly 

from officials in the appropriate state oil and 

gas agencies. In total, we obtained data from 

13 states. Table 1 presents these results. Het-

erogeneity exists across states in both the ab-

solute number of wells needing decommis-

sioning (ranging from under 1,000 to over  

15,000) and this number as a percentage of all 

inactive wells (ranging from one to 56 per-

cent). 

Across the 13 states, the population of in-

active wells is as large as 557,000, 12 percent 

of which have not been decommissioned. Note 

that the burden for managing these wells is 

divided among state governments and federal 

agencies, depending on who owns the land 

where the well and well pads are located.  

The Cost: Decommissioning and 
Liability 

If decommissioning costs exceed the 

amount of financial assurance that operators 

provide to regulators, this increases the likeli-

hood that the public will bear the cost of de-

commissioning, for a few reasons. Operators 

have an incentive to leave the well in tempo-

rary abandonment status rather than incur the 

cost of decommissioning. Wells may also be 

transferred to operators that do not have the 

financial means to decommission these wells. 

Finally, if wells become orphaned, the revenue 

that regulators recover from industry bonds 

would be insufficient to cover decommission-

ing costs. In our analysis, we examined both 

the size of these costs and the factors driving 

the differences in these costs across wells; un-

derstanding the latter helps to better design 

bonding requirements to match eventual de-

commissioning costs.  

We collected data on the costs of decom-

missioning orphaned wells from 13 states. For 

most of the states in our sample, the difference 

between average costs reported by the Inter-

state Oil and Gas Compact Commission 

(IOGCC 2008) and those developed using our 

data is significant: in 12 cases, we find that 

costs are higher. Part of this difference arises 

because we adjust our cost figures for infla-

tion, and part of it is also due to the difference 

in the sample year for each dataset. Our analy-

sis suggests that the numbers in the IOGCC 

report—the most recent survey of plugging 

costs in states with oil and gas activity—would 

benefit from updating. 

Average costs within each state range from 

$10,470 to $78,715 for plugging and reclama-

tion, and from $5,021 to $30,877 for plugging 

only. The most expensive projects cost signifi-

cantly more than the average. This reflects 

significant cost heterogeneity within each state 

and suggests that average costs are skewed 

upwards by especially expensive projects. 

Why is there so much heterogeneity in 

costs? Costs can vary significantly depending 

on a well’s depth, its age, the well construction 

regulations at the time it was drilled, and mar-

ket conditions at the time it is plugged, among 

other factors. Our analysis of decommission-
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ing costs in Kansas, which has the most com-

plete cost data (KCC 2015), shows that a one-

foot increase in well depth is associated with a 

$1.53 increase in cost, and wells that are older 

tend to be more expensive to plug. Site recla-

mation costs add yet more variation, as costs 

can rise significantly depending on the extent 

of the environmental damage that needs to be 

remediated and the amount of equipment and 

infrastructure that must be removed.  

Leveraging this understanding of how dif-

ferent factors affect costs, we estimate the cost 

of plugging the remaining population of inac-

tive wells in Kansas to be between $20 million 

and $125 million. Well depth contributes 

about 40–54 percent of total plugging cost. 

Other factors that contribute include fixed 

costs (31–42 percent) and the district where 

the well is located (15–22 percent). With some 

additional assumptions, costs may be as high 

as $345 million. 

The heterogeneity across states arises from 

the same factors affecting cost variation within 

the state of Kansas, such as well depth and 

well age. In addition, the heterogeneity in 

costs across states also reflects the prices 

charged by individual plugging service pro-

viders and the variation in site reclamation 

costs. For instance, the hourly use of a drilling 

rig can cost $85 in Kansas and $240 in Penn-

sylvania, whereas hourly costs of a vacuum 

truck (used to haul water to and from the site) 

can be $50 in Kansas, $85 in Pennsylvania, 

and $100 in Texas.  

Costs also vary when site reclamation ac-

tivities are included as a part of the total pro-

ject cost. The activities required to be com-

pleted during site reclamation will depend on 

factors such as the terms of the lease agree-

ment, the extent of surface contamination dur-

ing and after production, and the condition of 

the original well site and surrounding areas. 

Data from the Colorado Oil and Gas Conser-

vation Commission reveals just how variable 

site reclamation costs can be. According to the 

Commission’s monthly staff reports, between 

2013 and 2015, seven reclamation projects 

were completed, with costs ranging from 

$7,225 to $143,928, with a median cost of 

$17,768 (COGCC 2013; 2014; 2015). The 

most expensive project involved removing two 

well pads and two access roads. 

Since decommissioning costs vary signifi-

cantly both within and among states, costs in 

any one location are not representative of de-

commissioning costs in general. Studying and 

estimating decommissioning costs must be 

done on a state-by-state basis. 

The Gap: How Bond Amounts Compare 
with Decommissioning Costs 

The literature on inactive and orphaned 

wells suggests that bond amounts are too low 

(see, for example, Davis 2015). We find evi-

dence in our forthcoming paper (Shih et al. 

forthcoming) for this conclusion. Average 

costs exceed average bond amounts in 10 of 

the 12 states we examined, whereas median 

costs exceed average bond amounts in 6 of the 

8 states for which data were available. Aver-

age bond amounts are more than sufficient to 

cover the cost of the cheapest projects; howev-

er, they fall far short of the most expensive 

projects.  

Fewer than half of the projects were fully 

covered by the average bond amount in 5 of 

the 6 states that had appropriate data availa-
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ble.2 This suggests that in order to decommis-

sion orphaned wells, state regulators can cur-

rently expect to bear an additional burden of 

decommissioning costs in excess of bond 

amounts for the majority of wells. Further-

more, some projects can be very expensive, 

such that the difference between costs and 

bonds is very wide. In Pennsylvania, the most 

expensive 1 percent of projects cost at least 

$66,516—exceeding the average bond by 

more than $62,500 for each project. Decom-

missioning these 31 wells cost a total of $2.98 

million more than the bonds associated with 

them. The state incurred an aggregate cost of 

$16.7 million in excess of total bonds for all 

the projects in the database. 

The difference between bonds and costs is 

likely to be even larger when considering 

wells that are covered by blanket bonds. In 

some jurisdictions, operators may choose to 

file a blanket bond for all of its wells in the 

jurisdiction, rather than posting individual 

bonds for each well. The blanket bond offers 

operators a quantity discount. Michigan allows 

operators to file a blanket bond for $100,000 

for a maximum of 100 wells that are less than 

2,000 feet deep, whereas an individual well 

bond is $10,000 per well. Individual well 

bonds for 100 wells at this cost totals $1 mil-

lion; however, a blanket bond for these 100 

wells would cost only 10 percent of that 

amount. The inadequacy of blanket bonds has 

                                                 
2 We developed this conclusion by counting the number 
of orphaned well decommissioning projects with costs 
that did not exceed the average individual bond amount 
in that state. In Oklahoma, the costs of plugging were 
fully covered by the average bond amount 84 percent of 
the time (139 of 165 wells). In Montana, this figure was 
25 percent (77 of 312 wells); in Indiana, 21 percent (101 
of 380 wells); in Michigan, 7.6 percent (22 of 289 
wells); in Illinois, 2.8 percent (56 of 2013 wells); and in 
Pennsylvania, 1.5 percent (42 of 2,866 wells). 

also been discussed elsewhere (GAO 2010; 

Dutzik et al. 2013).  

The Regulations: Differences in  
State Stringency 

We also reviewed 31 regulatory elements 

(in 22 states) that influence the extent to which 

inactive wells will create an environmental or 

financial burden for the public. These regula-

tions stipulate the types and amounts of finan-

cial assurance that operators can post, mini-

mum requirements for wells to obtain tempo-

rary abandonment status, site reclamation re-

quirements, and how inactive wells are to be 

monitored. As an example of how regulations 

can create opportunities for environmental im-

pact, the easier it is for operators to maintain 

their wells in temporary abandonment status 

by filing for extensions multiple times, the 

more likely it is that wells will be left in this 

status indefinitely, therefore avoiding proper 

decommissioning.  

We rate 17 of these 31 elements for strin-

gency, most qualitatively.
3
 We find significant 

heterogeneity, although all states are address-

ing many of the elements in one way or anoth-

er. We also compared BLM regulations to 

those of the states and found that BLM is at 

the higher ends of stringency on two of our 

three metrics. Figure 1 indicates the compre-

hensiveness of each state’s regulations by

                                                 
3 States regulating with performance standards rather 
than prescriptive regulations may be disadvantaged in 
these calculations as they may not have quantitative 
standards or even specific standards to rate qualitatively. 
Also, our study only considers regulations on the books, 
not regulatory activities through permitting or field 
adjustments and, unless otherwise indicated, we do not 
look at monitoring and enforcement activities, which 
may affect stringency in practice. More information on 
calculating regulatory stringency can be found in the 
full report. 
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FIGURE 1. NUMBER OF ELEMENTS REGULATED, BY STATE AND BLM 

 

 

showing the number of elements regulated by 

each state and BLM. New York regulates the 

fewest of these elements (10 out of 17) where-

as Pennsylvania regulates all 17.  

Figure 2 ranks states and BLM by the av-

erage stringency of five quantitative regulatory 

elements: minimum individual bond amounts, 

in dollars; minimum blanket bond amounts, in 

dollars; well idle time, in months; duration of 

temporary abandonment, in months; and tim-

ing of reclamation requirements, in months. In 

this figure, each regulatory element is normal-

ized such that the least and most stringent reg-

ulations receive a score of 0 and 100, respec-

tively. Then scores are averaged with equal 

weights across the five elements. We find that 

Alaska ranks at the top, with North Dakota 

coming in second. Utah and Arkansas have the 

least stringent regulations for these elements. 

The fact that the highest stringency index is 70 

(out of 100) implies that no state is regulating 

all five elements in the most stringent way 

possible. 

Figure 3 ranks states (and BLM) by their 

stringency, as calculated using 12 of the 17 

regulatory elements that are binary and quali-

tative in nature: type of financial assurances; 

well characteristics that determine bonding 

amounts; operator characteristics that deter-

mine bonding amounts; permitting extensions 

for temporary abandonment; whether notifica-

tion, reporting, and inspection for temporary 

abandonment is required; whether there is a 

role for economic viability in determining sta-

tus of temporary abandonment; shut-in re-

quirements for temporary abandonment; 

whether there is well integrity testing for tem-

porary abandonment; the types of plugs re-

quired during decommissioning of a well; 

whether marking of decommissioned wells is 

required; whether reclamation requirements 

are stringent; and whether there are reporting 

requirements for inactive wells. States (an 

BLM) with a regulation we judge to be strin-

gent get a “1;” otherwise they get a “0.” So the 

highest score possible is 12. Pennsylvania 

leads the pack with a score of 11, while Kan-

sas, Louisiana, and New York are in last place. 

Note that these calculations make no adjust-

ment for regulatory elements unregulated by  

a state. 
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FIGURE 2. STRINGENCY OF FIVE QUANTITATIVE REGULATORY ELEMENTS, BY STATE AND BLM 

 

FIGURE 3. STRINGENCY OF 12 QUALITATIVE REGULATORY ELEMENTS, BY STATE (AND BLM) 

There are interesting similarities and dif-

ferences among the states. Almost all offer the 

option of blanket bonds, which feature quanti-

ty discounts for multiple wells covered. Re-

quirements for temporary abandonment—

including well testing and monitoring, proof of 

future economic viability, and mandated well 

closure requirements—are uncommon. 

All of the states we surveyed regulate the 

duration of temporary abandonment, where an 

operator may choose to stop production but 

not to immediately decommission the well. 

Operators can use temporary abandonment 

status to simply avoid decommissioning costs 

even if the wells have very low future econom-

ic potential (Muehlenbachs 2015). Map 1 dis-

plays values, which range from 6 months in 

Colorado and Texas to 300 months in Califor-

nia.
 4

  All but New Mexico explicitly provides 

some form of extension, either limited or un-

                                                 
4 Our full report includes 12 maps related to state 
regulatory issues. 
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limited.
5
 For example, North Dakota permits 

operators to apply for only one extension that 

lasts two years. 

We also found that requirements for well 

plugging and site reclamation vary greatly in 

the amount of detail set forth in the regula-

tions. This reflects both the different regulato-

ry approaches taken by states and the fact that 

well plugging and abandonment requirements 

may be dealt with on a case-by-case basis with 

a large amount of regulator discretion. Where-

as most states require preapproval of plugging 

plans, relatively few require inspection after 

plugging, and almost none inspect (or even 

require reporting or notification) after site rec-

lamation is complete. 

Continued growth in the number of wells 

drilled will eventually cause an increase in the 

                                                 
5 NMC §19.15.25.12 

number of inactive wells, and therefore a 

growth in the environmental threat and finan-

cial burden posed by these wells. Further re-

search and regulatory reforms can help miti-

gate risks. Ultimately, developing effective 

policy recommendations will depend on a 

deeper understanding of where the environ-

mental and financial risks are greatest; how 

operators are currently making decisions about 

temporary abandonment, well transfers, types 

of bonds, and permanent decommissioning; 

and how regulations can best be reformed. The 

challenge of ensuring that future environmen-

tal costs are borne by polluters is common to 

other sectors, such as mining and waste dis-

posal, and lessons learned from this research 

will therefore have implications that reach be-

yond the oil and gas industry. 

 

MAP 1. DURATION OF PERMISSIBLE TEMPORARY ABANDONMENT (IN MONTHS) 
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