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Overview

Timing the exit, or plug and abandon (P&A), of a petroleum well in production is dependendent on several dimensions. While petroleum companies try to ensure the utilization of (marginal) resources, they need to balance the production and meet requirements from authorities. This is a complex task, as petroleum fields are diverse, demanding careful evaluation. In this paper, we use historical data from both American on-shore and Norwegian off-shore drilling operations to determine the timing of plug and abandon. By arguing that historical exits have been due to economic reason, i.e. the marginal cost of production is higher than the marginal income, due to low tail-end production and/or low oil price, a regression analysis may indicate shared influences for the wells considered. 
Methods

The paper applies monthly data from DrillingInfo on wells and production in US oil fields from January 2009 until December 2016. Norwegian data are from public records and covers the period from January 2000 until December 2016. The paper apply regression analysis and simulations.
Results

The results indicate different characteristics for the timing of P&A in US on-shore wells, compared to Norwegian off-shore wells. 
Conclusions

In US, the results indicate that a well is plugged and abandoned mainly due to low oil price and relatively low oil production (compared to historical production on site). Moreover, oil price uncertainty serves as a positive option for the continuing operation of a well. 

The timing of P&A in Norwegian off-shore drills seems most dependent on production levels and tail-end production. As the tail-end production becomes low, the profitability suffers and eventually a P&A is executed. However, P&A in Norway is immature as relatively few oil fields have carried out P&As.
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