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Issue: Old Wells, New Jobs

Plugging Old Oil and Gas Wells Puts People to Work
Introduction
Take a walk in Pennsylvania’s Allegheny National Forest and you might find pieces of old oil and gas
pipelines poking out of the ground or smell something unnatural mixed in with the fresh forest air.
Inherit a home on farmland and you may find unidentified old rusty tanks or pumps out in a field.
These old relics from past oil and gas operations pose serious risks when they allow methane and
other gasses to leak into the air, harming the environment and exacerbating climate change; when
stray liquids pollute streams or water wells; or in the extreme, when odorless, flammable gases ignite
and explode.
(For more on the seriousness of the climate change consequences of leaking methane, see the Local
Majority paper titled “It’s a Win: Good Jobs and Cleaner Air.”)

A Pennsylvanian’s story
Charlie Brethauer smelled gas in his backyard in Richland Township, just north of Pittsburgh.
Thinking it might be related to a gas line to his garage, he took a shovel and began to dig—an action
not recommended. Anyone who smells gas should clear the area and alert the local gas company and
all Pennsylvanians should call 811 before digging a hole, anywhere, to find out whether there are any
known gas lines beneath their feet. Charlie found a buried underground bucket, covering a steel pipe,
which turned out to extend 1,800 feet downward to an abandoned gas well. Upon finding out how
unlikely it would be to get the DEP to help remediate the situation, given funding shortfalls, he
turned to the Commonwealth Financing Authority, which has grants available from oil and gas
impact fees. Even though the fumes originated just 20 feet from his home and presented a real risk of
igniting, it took two years for Charlie to receive funding. Ultimately, extracting all the cables and
casings and filling the well with cement took a contractor three weeks to complete at a cost of
$126,000.1

Scope of the problem
Pennsylvania has about 110,000 conventional wells, some over 100 years old, and about 12,000
unconventional—shale natural gas—wells registered as active with the Department of Environmental
Protection (DEP) and assumed to be productive.2 In today’s low-price market, some of these wells
may have been shut down and not yet registered as inactive.
In addition to the productive wells, there are an estimated 200,000 abandoned or orphaned oil and
gas wells—meaning they are inactive, have not been properly decommissioned or plugged with
cement, and may have no known owner.3 Approximately 8,000 of these have a pinpointed location
and are registered with the DEP. The rest are in fields or forests, scattered across the state.
Abandoned wells, tanks and lines have even been found under homes and schools, and discovered
hundreds of feet underground.4,5
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The 2015-2019 low-price market for oil and natural gas drove a number of companies into
bankruptcy in 2019 and the even lower prices and demand in 2020 threaten more bankruptcies.6,7
This could compound the number of orphan wells.

Costs to clean up and plug wells
The cost of plugging an abandoned well depends on the depth, location and complication of
removing the well bores but will generally cost from $20,000 to $145,000, according to the U.S.
Government Accountability Office.8
So, if you multiply the 200,000 orphaned wells by any reasonable average cost, the total reaches into
billions of dollars.

Current bonding regulations
Since the 1980’s, companies drilling wells have been required to post bonds designed to incentivize
well owners to decommission and cleanup well sites as they were shut down. However, the bond
amounts cover only a fraction of the true end-of-life costs.9,10
Charlie Munger, a famous businessman, said “Show me the incentive and I will show you the
outcome.” As it now stands, most companies forfeit the bonds and abandon their responsibility for
end-of-life well costs, leaving the government and taxpayers to pay the costs of remediation and
removal.
Here is what this process often looks like. In the boom and bust cycle of oil and gas, when prices rise,
more wells get drilled, which is when companies post bonds. At some point, production exceeds
demand and prices begin to fall. As wells, particularly unconventional shale wells, lose productivity
and experience lower yields, they are often sold to smaller operating companies. When this transfer
occurs, the original companies often walk away from their bonds and do nothing to ensure that the
liability of decommissioning the wells can actually be covered by the buying company. Often the
smaller companies do not have the funds to cover the full costs of plugging and cleaning up sites,
even if the Department of Environmental Protection regulations require them to take these actions.11
See Appendix A for Pennsylvania bond amounts.

How plugging wells could employ oil and gas workers
According to Columbia University’s Center on Global Energy Policy and the energy economics think
tank, Resources for the Future, funding for a “green stimulus” could create over one hundred
thousand jobs across the country, and by extension, many thousands in Pennsylvania, to address this
orphan well problem and put furloughed or unemployed oil and gas workers back to work plugging
the same kinds of wells they spent years drilling.12
This concept is backed by many stakeholders, with support from environmentalists, oil industry
groups, and state regulators, including the DEP. The environmentalists want any stimulus to be tied
to tighter requirements that ensure well operators cannot avoid cleanup costs going forward.13
Mark Cline, president of the Pennsylvania Independent Petroleum Producers Association has said:
“Companies in Pennsylvania’s traditional oil and gas industry have the skills, equipment and
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knowledge to plug wells, but those assets will be wiped out if small producers don’t survive the
current downturn. Find us the money to do this and we’ll keep working.”14

Ideas
Many other states share the costly problem of abandoned and polluting wells. A group of 31 states
including Pennsylvania, working through the Interstate Oil and Gas Compact Commission, are
asking the federal Department of Energy for “stimulus funds” to address this matter, which would put
unemployed oil and gas workers back to work and stop the wells from polluting our air, water and
land. Canada has just announced a similar $1.2 billion plan to plug abandoned wells to help their oil
and gas industry.15,16
Pennsylvania’s bond requirements could be increased to ensure this problem does not grow. 2016
legislation (HB2277) to increase bond amounts was proposed but not voted on.17
In the last few years, the DEP has been more aggressive in its oversight of sales of wells to companies
that cannot afford remediation costs. In 2019, the DEP negotiated a settlement with Diversified Gas &
Oil Corp and its subsidiaries to post a $7 million bond to cover costs to either plug or put into
production 1,400 wells they bought from CNX Gas and XTO Energy, a subsidiary of Exxon Mobil.18
These kinds of agreements could allay some of the growing costs going forward.
The DEP has a well-plugging program that relies on funds from new well permit fees which, as of
August 2020, increased to $12,500 per shale gas well, but were offset by the drop in new drilling
permits. These fees are a tiny fraction of what is necessary to address the orphan well problem, or to
sustain staffing at the DEP.19 The DEP is understaffed and underfunded, so only the wells threatening
imminent harm are addressed and only a dozen or so remediation projects are completed per year.
Additional funding would help.20,21

Conclusion
This ever-growing problem of abandoned wells, costs of clean-up, and damage to the environment
leaves taxpayers with an enormous bill. Even so, that bill must be paid because we cannot sacrifice
the environment any longer. Meeting this challenge will put thousands of people to work and make
our state a safer place to live.

Appendix A—Pennsylvania Oil and Gas Well Bonding Requirements
Conventional Wells
Act 13 increases well bonding requirements, which are currently established at $2,500 per well or
$25,000 for a blanket bond covering any number of wells.22

Unconventional Wells
For wells with total well bore lengths less than 6,000 feet:
• For up to 50 wells - $4,000/well not to exceed $35,000
• For 51-150 wells - $35,000 plus $4,000/well not to exceed $60,000
• For 151-250 wells - $60,000 plus $4,000/well not to exceed $100,000
• For more than 250 wells - $100,000 plus $4,000/well not to exceed $250,000
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For wells with total well bore lengths 6,000 feet or greater:
• For up to 25 wells - $10,000/well not to exceed $140,000
• For 26-50 wells - $140,000 plus $10,000/well not to exceed $290,000
• For 51-150 wells - $290,000 plus $10,000/well not to exceed $430,000
• For more than 150 wells - $430,000 plus $10,000/well not to exceed $600,000
These bond amounts are current as of the date of this paper and are taken from the Department of
Environmental Protection’s website “Act 13 Frequently Asked Questions” at this link:
https://www.dep.pa.gov/Business/Energy/OilandGasPrograms/Act13/Pages/Act-13-FAQ.aspx
For a more complete explanation of bonding rules, liabilities, and exceptions, please refer to the
legislation:
https://www.legis.state.pa.us/WU01/LI/LI/CT/HTM/58/00.032.025.000..HTM
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