
La Plata County Code 
Ch. 90 Revision

Policy Questions on 
Financial Assurances



 Orphaned well site = An orphaned site is a site where a 
significant negative environmental impact, including 
methane leaks, may be or has been caused by oil and gas 
operations for which no responsible party can be found, or 
where the responsible party is unwilling or unable to 
mitigate the impact.

 Plug and abandon = The permanent plugging of a well, the 
removal of its associated production facilities, the 
abandonment of its flowline(s).

 Financial assurance = Under Ch. 90 draft, a cash bond, letter 
of credit or surety bond required under section 90-14 and 
accepted by the county to ensure an operator is able to
perform its obligations under this code.

 Reclamation = The process of returning and restoring the 
surface of disturbed land to its condition prior to 
commencement of oil and gas operations. 

Use of Terms



Purpose of Financial Assurances

Ensure that an operator has the financial ability to operate 
and perform its obligations in a manner compliant with 
applicable regulations

A tool to protect the public health, safety, welfare, the 
environment, and wildlife resources. 

Protects non-operators (whether local government, state 
government, their residents, or others) from bearing the 
financial burdens of operators who fail to operate in full 
compliance with applicable regulations.



Draft Chapter 

90 Financial 

Assurance 

Requirements

 Construction and completion phase 

impacts: $5,000

 Interim reclamation: 115% of 

estimated costs of performing 

interim reclamation

 Final reclamation: 115% of 

estimated costs of performing final 

reclamation

 Compliance financial assurance: 

$175,000 for each operator 

operating within the county 

regardless of number of wells or 

size of the company



Decision-

making Body 

May:

Increase the minimum amounts based 
upon specific facts

Decide to allow an offset if the 
operator has supplied financial 
assurance to another agency to cover 
the same risk as that represented by 
the required financial assurance.



Scope of Draft Financial Assurance 

Provisions – Sec. 90-14

 Not at issue

 Construction and completion 

phase FA of $5k (protects roads 

and other infrastructure)

 Interim and final reclamation 

FA of 115% of the estimated 

cost for completing the 

reclamation (protects the 

surface)

 At issue – policy 

direction needed

 Should the financial assurance 

provided to LPC also cover 

plugging and abandoning a 

well?

 Should LPC have financial 

assurance to ensure 

compliance with our Code and 

if so, in what amounts?



FULL STATEMENT OF THE ISSUES 
(AND THEIR SUBPARTS)

Should LPC financial assurance apply 
to matters beyond surface impacts, 

specifically to plugging and 
abandoning a well? If so, what policy 
directions should guide staff’s next 
draft recommendation with respect 

to such additional financial assurance 
amount?

Should LPC financial assurance include, in 
addition to site-specific reclamation cost 

and construction impact financial 
assurances, a component intended to 

secure general code compliance (currently 
proposed at $175,000 per operator)? If so, 

should the financial assurance be on a 
“per well” or “per operator” basis and in 

what amount?



ISSUE #1

(P&A FINANCIAL 

ASSURANCE)

 SB19-181

 “CRS 28-20-104(1)(h) specifically 
includes “financial securities, 
indemnification, and insurance as 
appropriate to ensure compliance 
with the regulations of the local 
government.”

 An unplugged or abandoned well 
has surface and environmental 
impacts

 A well that is not properly, and 
timely P&A has direct impacts on 
the County’s ability to regulate 
other uses at the surface. County 
may regulate to provide planned 
and orderly use of land. C.R.S. 29-
20-104(1)(h)

Assertion: Counties lack 

legal authority to regulate 

downhole issues



ISSUE #1

(P&A FINANCIAL 

ASSURANCE)

 OTHER STATUTORY AUTHORITY

 SB 19-181 is not the sole source of the 
County’s authority to regulate O&G in 
general or surface impacts or land use 
considerations or the impacts of a failure 
to P&A more specifically.  To name a few:

▪ Article 20 of Title 29 (Local 
Government and Land Use 
Control Enabling Act)

▪ Article 11 of Title 30 (County 
Powers and Functions)

▪ Article 15 of Title 30 (County 
Regulations under its Policy 
Powers)

▪ Article 28 of Title 30 (County 
Planning, Zoning, Subdivision)

Assertion: Counties lack 

legal authority to regulate 

downhole issues



Revised Issue #2:

 Should LPC financial assurance include, in addition to site-specific 

reclamation cost and construction impact financial assurances, a component 

intended to secure general code compliance (currently proposed at $175,000 

per operator)? If so, should the financial assurance be on a “per well” or “per 

operator” basis and in what amount be on a graduated basis dependent upon 

an operator’s number of wells?

 Suggested amounts:

 1 well-199 wells = $175,000

 200 wells-499 wells = $350,000

 500+ wells = $700,000



Basis for Evaluating Proposal

 Graduated basis dependent upon an operator’s number of 

wells.

 1 well-199 wells = $175,000

 200 wells-499 wells = $350,000

 500+ wells = $700,000

 Local governments have general power to “protect and 

minimize adverse impacts to public health, safety welfare 

and the environment”.



What does it mean to “protect”?

 Local governments 

have general power to 

“protect and minimize 

adverse impacts to 

public health, safety 

welfare and the 

environment”.

 Protect = When public health, 

safety, and welfare, the 

environment or wildlife resources 

are being considered, any activity 

or inactivity to prevent harm to, or 

maintain, or restore the quality of 

public health, safety and welfare, 

the environment, and wildlife 

resources, taking into 

consideration cumulative impacts. 



What does it mean to “minimize adverse 

impacts”?

 Local governments 

have general power to 

“protect and minimize 

adverse impacts to 

public health, safety 

welfare and the 

environment”.

 “Minimize adverse impacts” means 

“to the extent necessary and 

reasonable, to protect public 

health, safety and welfare and the 

environment by avoiding adverse 

impact from oil and gas operations 

and minimizing and mitigating the 

extent and severity of those 

impacts that cannot be avoided”. 

C.R.S. 29-20-104(1)(h)



What does it mean to “the extent necessary 

and reasonable”?

“Minimize adverse 

impacts” means “to 

the extent 

necessary and 

reasonable….”

 Reasonable 

relationship between 

the regulation and a 

“legitimate 

government 

objective”. Dillon v. 

Yacht Club, 325 P.3d 

1032)



SUMMATION OF 

ANALYSIS:

 When considering policy questions:

 Protect - prevent harm to, or maintain, or 

restore the quality of public health, safety and 

welfare, the environment, and wildlife 

resources, taking into consideration 

cumulative impacts

 Minimize adverse impacts – seek first to avoid 

adverse impacts and if they cannot be avoided, 

minimize and mitigate the extent and severity 

of the impacts.  

 Necessary and reasonable - reasonable 

relationship between the regulation and a 

“legitimate government objective”.



“What Problem or Risk is the County Seeking to Solve”?

 To name a few:

 Wildlife, wetlands and riparian areas are protected

 Visual mitigation and landscaping are maintained

 Noise levels are observed

 Obnoxious emissions, odors and dust are mitigated

 Water quality is not degraded

 Roads and infrastructure are protected and maintained

 Emergency response plans are completed and filed with emergency response authorities

 Waste is properly disposed

 Reclamation is completed

 Accidents are properly reported and the operator is proactive and cooperative in 
mitigating the impacts

 Protect non-operators (whether local government, state government, their residents, or 
others) from bearing the financial burdens of operators who fail to operate in full 
compliance with applicable regulations



Questions on 

staff report?


