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Plugging inactive oil and gas wells—those 
that have stopped producing for a certain 
period of time—and restoring well sites are 
the responsibility of the well operators. 
However, many inactive wells are left 
unplugged by the responsible operator. If left 
unplugged, an orphaned well can be an 
environmental liability: methane can leak 
into groundwater or the atmosphere, or 
brine—which may carry heavy metals or 
other pollutants—can leak into groundwater 
or surface water. 

State and federal regulations require well 
operators to post bonds that are released only 
when they have properly decommissioned 
their wells. Despite this, several states have 
long lists of orphaned wells. As of January 
2015, Kansas had reported more than 4,400, 
and as of July 2013, Louisiana had reported 
more than 2,800. In new research, we show 
that the costs of decommissioning these wells 
can be high—and these costs are often paid 
for by the states instead of the well operators. 

Comparing the average costs of decom-
missioning orphaned wells in 12 states with 
the average required bond amount in each 
state, we found that average costs exceed 
average bond amounts in 10 of the 12 states 
(Figure 1).

When the cost of decommissioning a well 
exceeds the bond amount, the operator lacks 

the incentive to clean up and might choose 
to leave the well in a state of temporary 
abandonment instead (pending a decision to 
restart the well or close it permanently). In 
the meantime, operators may become 
financially insolvent or records may be lost, 
leaving the state with the liability, which 
often exceeds the bond amount.  

When we compared the costs of individual 
decommissioning projects to the average 
bond amount in six of the states where we 
obtained individual project data, we found 
that in every state except Oklahoma, the 
majority of the projects cost more than the 
average bond amount (Figure 2). Some 
projects can be especially expensive relative to 
the bond amount. For example, in Pennsylva-
nia the most expensive 1 percent of projects 
cost at least $66,516, which exceeds the bond 
amount for conventional wells ($2,500) by 
more than $64,000. 

Aligning bond amounts with actual 
decommissioning costs is essential for 
ensuring that well operators pay to decom-
mission their wells and, therefore, for 
protecting the public from environmental 
risks. A number of states have worked to 
increase their bonding requirements in recent 
years, including West Virginia, Maryland, 
Wyoming, Missouri, and Kentucky. In our 
new report, Plugging the Gaps: Recommenda-
tions for Reforming Inactive Well Policy, we 
offer recommendations for revising bond 
amounts, protecting states from expensive 
decommissioning costs, and managing 
inactive wells. ·
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Figure 1. Costs of Plugging and Restoring 

Orphaned Wells Compared with State 

Bonding Requirements

Figure 2. Percentage of Orphaned Well 

Decommissioning Projects with Project Costs 

That Exceeded Average Bond Amounts

$0  $10K  $20K  $30K  $40K  $50K 

Average cost Average bond amount

INFOGRAPHIC

IL
97%

MI
92%

PA
98%

OK
16%

IN
73%

©
 S

hu
tt

er
st

oc
k/

Vi
su

al
 G

en
er

at
io

n


