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Where we are in 2020?  
Analysis of OWP Report FY ‘20

• (T1 and T4) 454 wells/sites on the list 
• 215 wells to be plugged (+ reclaim) 
• 239 sites requiring remediation 

• 185 on the schedule 
• 72 labeled complete but still have 

work to be performed in FY 21 
• 23 wells ‘finished’ 
• (T2) Remaining bond balance = 

$416,756  
• (T3) Remaining $ in OWP HB18-1336 

= $259K 
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Examples of Comments in ‘Completed’ Wells (Page T1-9)
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According to CPW, average cost to conduct  
surface remediation is ~$35K 

$5M from HB18-1338 + 
(T3) $1.8M from bonds = $6.8M 

(T2) Amount remaining in bonds: $416K 

Wells/sites ‘finished’ 23 =  

Average cost to P&A an Orphan  
$256,937  
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This chart matches no Table
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Wells and Status in CO  
Total Inactive/Abandoned = 49,794 
(removed dry abandoned of 20,845)  

x $256K = $12.7B
March 5, 2021

Davis 43-6 alone cost $307K (incomplete) with 
no bond as an example of a P&A well not even 

on the list! (T3)
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X = ‘in progress’ 
+ = ‘Planned’ 
    = ‘Completed’ 

 (not) 

   = Active Wells 
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We MUST depend on the regulators to 
protect us.

The COGCC has never denied an oil and 
gas permit — that MUST change to control 
orphan wells
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Gov. John Hickenlooper Wednesday signed an executive order that directs the COGCC to clean up some 
of the state’s more than 530 “orphan” oil and gas wells and sites around the state.


The cost estimated to plug, remediate and reclaim all of the wells is $25 million - $47,169/well 

Matt Lepore, who was then the COGCC’s executive director, told KDVR-Fox31 last February that it 
costs about $80,000 to clean up an orphan well and that the COGCC can clean up 10 to 12 wells per 
year. Hickenlooper’s executive order identifies 262 orphan wells that need to be plugged and 
another 373 that need remediation. (262 wells + 373 sites = 635 so where did we get the number 
530?  A: from a press release.) vast majority single well locations  
 
262 (Orphaned) x $83.5K = $21.87M     373 (Remediated) x $35K = $13.0M Grand Total = $34.9M 

“I worry about the number of future orphan wells,” Lepore told KDVR. “To me, the orphan well 
situation is a little like a hurricane sitting offshore and you know it’s out there and you know it’s 
coming ashore, you just don’t know if it’s going to be a tropical storm or a Category 5.” 

“This order directs the COGCC to use the money it ALREADY COLLECTS from oil and natural gas 
taxes to plug and reclaim these wells, which makes a great deal of sense,” said Dan Haley, COGA’s 
president and CEO. 

Notable Quotes and Data
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https://www.colorado.gov/governor/sites/default/files/executive_orders/d_2018-012_directing_the_colorado_oil_and_gas_conservatism_commission_to_act_to_plug_remediate_and_reclaim_orphaned_oil_and_gas_wells_and_sites.pdf
https://kdvr.com/2018/02/26/oil-and-gas-companies-leaving-colorado-without-cleaning-up-sites-state-believes-problem-will-get-worse/


Orphaned Well Program 
Hickenlooper EO July 18, 2018: $5M Fund 

365 Orphaned wells identified 
63 High Priority 

Estimated cost: $80,000 ea 
Total cost: (365x80) = $29.2M 

Colorado Oil and Gas Plugging and Abandonment Bonds

Bond Amount Bond Description

$10,000 Any well less than 3,000 feet deep

$20,000 Any well 3,000 feet deep or more

$60,000 A group of wells under 100

$100,000 A group of 100 or more wells

Source: Colorado Oil and Gas Conservation Commission

Bob Randell, executive director of the Department of Natural Resources, told reporters that the COGCC is working to prioritize a list of the wells, to be 
categorized based on criteria such as population density, the proximity of “sensitive resources,” and the history of violations at the well site.

Average cost to P&A an Orphaned Well  
$256,937 in FY2020 
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Total from the Taxpayers: $43.7M
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Oil and gas production accounted for 94 percent of the State’s total 
severance tax revenue for Fiscal Year 2018, or $96.1 million. Therefore, it is 
important that there are processes in place to verify the accuracy of the 
amount of oil and gas extracted, and thus, the amount of severance taxes 
paid. (Jan 2020 Severance Tax Audit) 

�13



We also found that Colorado’s approach to oil and gas severance taxes is unusual; only four 
other oil and gas producing states assess severance taxes on the gross income received by 
oil and gas interest owners. Compared to these four other states, Colorado produces 
significantly more oil and gas. (Source: Severance Tax Audit, January 2020)!14



Colorado Supreme Court ruling. On April 26, 2016, the Colorado Supreme Court ruled that oil and gas 
producers may deduct any costs for transportation, manufacturing, and processing when valuing severed 
minerals for tax purposes in BP America v. Colorado Department of Revenue. The Supreme Court decision 
allows oil and gas producers to deduct a broad array of costs, including those listed on the netback expense 
report forms (NERF) submitted by oil and gas producers to county assessors. These include direct costs and 
foregone returns on investment as a result of expenditures for the transportation, manufacturing, and 
processing of oil and gas. The decision allows producers to claim significantly larger deductions than had 
been allowed previously. Additionally, the decision results in increased state liability for severance tax refunds.
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Colorado Oil and Gas Conservation Commission rules (328/329) currently require operators to 
maintain calibration information related to measurement equipment. Some inspectors check the 
calibration of equipment during routine inspections, however, the results of the calibration review 
are not currently documented in a systematic way. By August 2020, COGCC will develop the 
documentation process for inspectors to use. The time to implement will enable COGCC to 
review Bureau of Land Management's processes to see if they can serve as a model for our 
program. 

Alternatively, a new rule may be adopted by the Commission requiring operators to report the 
calibration, which will require three to six months before the new rule would become effective. (Jan 
2020 Severance Tax Audit) !17



The Colorado Oil and Gas Conservation Commission (Commission), within the Department of 
Natural Resources, does not collect some required oil and gas production information. Of the 
420 operators actively producing during Calendar Years 2016 through 2018, 316 operators 
submitted 1,209 incomplete monthly well reports and/or failed to submit as many as 50,055 
required monthly well reports. The Commission did not impose penalties on any of the 
operators for failing to report.

Had the Commission imposed the maximum $200 per day, per well fine it has set in rules for 
30 days, these 316 operators would have been subject to as much as $308 million in penalties 
for the violations. (Source: Severance Tax Audit, January 2020)

$308M Dollars 
$308M Dollars 

$308M Dollars 
$308M Dollars 

$308M Dollars 
$308M Dollars 

$308M Dollars $308M Dollars 
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