
     -

 

    

 
 

Economic Impacts of Increased Setbacks 
 
 

There are many stakeholders with an interest in the distance from an oil and gas facility to buildings.  These include 
the surface owner, the mineral owner, adjacent landowners, the local government, and the oil and gas operator.  A 
1,000-foot setback will have numerous economic repercussions to all stakeholders, including the oil and gas industry, 
farmers, ranchers, developers, and perhaps most notably, all Colorado taxpayers. 
 
Regulatory Costs 
As part of its rulemaking, the Colorado Oil & Gas Conservation Commission conducted a financial analysis. 
Expanded setbacks and new rules will add multiple costs to the total cost of each well.    The COGCC took average 
permits, new wells, and recompleted wells to calculate the cost of the proposed rules (which do not mandate 1,000 
foot setbacks).  These costs resulted in an estimated $37.3M per year in tangible expenses.  These costs do not 
include the man-hours required for notifications or community meetings. 
 
Costs to Agriculture 
Colorado’s diverse agriculture industry is the 2nd largest contributor to the state’s economy, over $20 billion 
annually.  With the food industry, the contribution doubles to $40 billion each year.  The industry supports nearly 
170,000 Colorado jobs, which helps feed the nation, supports wildlife, protects the environment, supports rural 
communities, and helps to build the new energy economy.  
 
The primary concern with 1,000-setbacks is the loss of agricultural production and the resulting property 
devaluation.  Most agriculture is produced within 160-acre blocks (one square mile of land is 640 acres); therefore, a 
1,000-foot setback can affect production on 72 acres.  The amount of agricultural production affected by different 
setback distances is summarized below: 

• 1,000 radius (i.e. 1,000-ft setback)=  72 areas 
• 750 radius = 41 acres 
• 500 radius = 18 acres 
• 350 radius =  8.8 acres 
• 150 radius = 1.6 acres 

 



The following two photos depict how the same agricultural field would be affected by the current 150/350-ft setbacks 
vs. 1,000-ft setbacks: 
 

  
150/350 feet setbacks - Courtesy CO Farm Bureau   1000 feet setbacks - Courtesy CO Farm Bureau 

 
Costs to Home Builders  
For home developers, the loss of actual revenue from impacted lots is dramatic as setbacks are increased.  For 
example, a 700-home lot development with development cost of $50,000 per lot with just three oil and gas well 
locations would result in the following losses: 

• Lost sales from 500-ft setbacks = 183 lots lost x $50,000/Lot = $9,150,000 
• Lost sales from 750-ft setbacks = 407 lots lost x $50,000/Lot = $20,350,000 
• Lost sales from 1,000-ft setbacks = 575 lots lost x $50,000/Lot = $28,750,000 

 
A 1,000-foot setback will result in $28,750,000 in lost revenue in just one development.  These losses would be 
passed on to consumers in higher home prices and an increase in suburban sprawl, as additional acreage is required 
to build the same number of homes.    
 
These losses directly affect the construction industry which is a major contributor to the Colorado economy, 
accounting for 2.2% of total private employment in Colorado.  A 1,000-ft setback particularly impacts the specialty 
trade contractors of mechanical, electrical, and plumbing contractors which account for over 26% of total construction 
employment in Colorado.  A dramatic increase in setback distance will reduce the payroll for mechanical, 
electrical, and plumbing contractors, which was $1.64 billion in 2010.   
 
The burden of these regulations on contractos would disproportionately affect small businesses. Ninety-one percent 
of mechanical, electrical, and plumbing contractors have fewer than 20 employees.   
On average, for every $1 million spent in construction it creates 17 new jobs. So if a 1,000-ft setback results in a 
$28,750,000 loss in just one development, this would eliminate nearly 500 construction jobs in just one 700-lot home 
development. 
 

Mineral rights are private property owned by Coloradoans either as individuals or through state and local 
governments.  With 1,000-foot setbacks, some Front Range operators have conservatively estimated that at least 5% 

Mineral Owners Economic Ramifications 



of projected wells would be taken out of development plans.   Even a 5% loss of wells could result in Front Range 
royalty owners losing greater than $430 million in royalty payments over 10 years.  All taxpayers will also see a 
drop in state and local revenues from both the missed royalties and the taxes paid on production value.   
 
Lost State and Local Revenues 
The financial impact to state and local entities from increased setbacks would be considerable.  Losses from 
property, severance, state sales, and commission taxes will result in millions of dollars that never arrive to state and 
local coffers.  State and local governments can expect a loss of $760,000 in taxes per well for the first year.  A 
conservative estimate from just a few Front Range operators’ results in over $190 million in taxes to state and local 
coffers lost over 10 years.  Oil and gas revenue funds the Department of Natural Resources, the COGCC, education 
funding, water projects, and many local services.   
 
Locally, in Weld County, school districts receive 41% of the property tax payments collected each year; special 
districts (such as libraries) receive 9.11%, fire protection districts receive 8.51%, and county municipalities receive 
7.78%. One oil and gas company alone paid $52 million in property taxes for 2012 which equated to $21,416,184 in 
revenue for county school districts. 
 
In 2012, Weld County’s total tax revenue will be approximately $115,722,024; 52.7% of that value will be from 
oil and gas.  An increase in setbacks will result in a decrease of revenue for schools, libraries, municipalities and fire 
protection districts.   Colorado cannot afford to lose this important source of revenue at state or local levels. 
 
Total Costs 
The total cost of a 1,000-foot setback cannot be accurately forecast, but clearly hundreds of millions of dollars to a 
wide variety of stakeholders are at risk.  We hope that policy makers will recognize the numerous economic 
repercussions that increased setbacks have on all stakeholders, including the oil and gas industry, farmers, ranchers, 
developers, and all Colorado taxpayers. 
 


