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1.0 FACILITY INFORMATION 

Facility/Project Name: El Dorado Chemical Company / Lapis Energy 

Project Blue Class VI Injections Well No. 1 and No. 2 

 

Facility/Project Contact: Stijn Konings, Chief Geoscientist 

5420 LBJ Fwy, Bldg. 2 

Suite 1330 

Dallas, Texas 75240 

(972) 757-6529 / skonings@lapisenergy.com 

 

Well Locations: Union County 

El Dorado, Arkansas 

Project Blue Class VI Injection Well No. 1 

Latitude Coordinate (NAD-83):       33. 2613614642 

Longitude Coordinate (NAD-83):   -92.6911515334 

Project Blue Class VI Injection Well No. 2 

Latitude Coordinate (NAD-83):       33. 2613625494  

Longitude Coordinate (NAD-83):   -92.6909878157 

Lapis Energy (“Lapis” or the “Company”) is providing financial responsibility pursuant to 40 CFR 

146.85.  

Lapis has researched financial instrument alternatives and intends to implement surety bonds or 

Trust instrument(s) to cover (a) the costs of corrective action, (b) injection well plugging, and (c) 

post-injection site care and site closure.  For emergency and remedial response, the Company 

intends to secure a site pollution insurance policy crafted to our project specific needs and meeting 

UIC Program Director requirements.   

The estimated costs of each of these activities, as provided by a third party with knowledge of 

industry standards and utilizing current U.S. Dollar ($) values, are presented in Table 1.  
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Table 1. Cost Estimates for Activities to be Covered by Financial Responsibility  

Activity Total Cost ($) 

Corrective Action  $0 

Plugging Injection Wells (including 20% contingency) $608,680 

Post-Injection Site Care and Site Closure (inc. 20% contingency) $4,545,932 

Emergency and Remedial Response  $8,136,742 

 

Explanation of the cost estimates listed in Table 1.: 

• Corrective Action – The estimate is $0. With the evolution of our project plan, Lapis will 

be conducting its correction action work scope prior to injection.  Lapis will be conducting 

work on one previously plugged oil & gas well on the LSB property (EDC #1), meeting 

the Corrective Action standards including reporting requirements, to the EPA. 

• Plugging Injection Wells – An itemized third-party estimate is provided through the 

Geologic Sequestration Data Tool as confidential information. 

• Post-Injection Site Care & Closure (“PISC”) – An itemized third-party estimate is provided 

the Geologic Sequestration Data Tool as confidential information. 

The combined Plugging Injection Wells and PISC cost exposure totals $5,154,612 in 

today’s dollars. Lapis is permitting the post-injection and site closure activities to begin 

twenty years after the commencement of operations.   

Applying a 2% inflation factor for the combined Plugging + PISC costs, based on the 

current cost estimates and the projected timing of cash deployment within our proposed 

monitoring plan, equates to a future inflated exposure of $14,891,859.   

• Emergency and Remedial Response – Lapis has quantified two worst case scenarios, 

addressing a breach in confinement and subsequent CO2 leakage into the Tokio Formation, 

and ultimately into the lowest USDW zone, the Wilcox formation. An itemized third-party 
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estimate is provided  in the Geologic Sequestration Data Tool as confidential information. 

The total combined cost of both scenarios is $8,136,742 in today’s dollars. 

1.1 FINANCIAL BACKING OF LAPIS ENERGY 

Lapis Energy has been capitalized to date with equity funding by certain members of the 

management team and Cresta Fund Management LLC (“Cresta”), a growth-oriented, middle 

market-focused private equity firm with over $1.6 billion of assets under management that invests 

in sustainable and conventional energy, industrial, materials and agricultural infrastructure. Cresta 

maintains in-house expertise in infrastructure development and has a track record of aligning with 

project developers and large corporations to develop, construct and operate infrastructure critical 

to industry operations.   

Cresta manages Cresta-Lapis Energy Aggregator LLC (the “Cresta Aggregator”) which indirectly 

holds a controlling equity interest in Lapis and its wholly owned subsidiaries including the permit 

applicant. The Cresta Aggregator has provided an updated equity support letter (Appendix 1) to 

confirm its financial support of the Company. The Cresta Aggregator has contributed capital to 

Lapis through Cresta’s flagship fund, Cresta Sustainable Fund I, as well as a Lapis-dedicated co-

investment vehicle.  Additionally, Cresta will be investing in Lapis through Cresta’s Sustainable 

Fund II, the second flagship fund for Cresta.   

Cresta has funded more than 96% of the equity in Lapis, alongside members of the Lapis executive 

team, from inception to date to form and organize the Company, support personnel and overhead 

and pursue this El Dorado Chemical Company project among others.  The Company received 

Board approval to execute this project as described, prior to our original submittal of Lapis’ Class 

VI Permit Application.   

1.2 STRATEGY AND MILESTONES TO SECURE FINANCIAL INSTRUMENTS  

Lapis has reviewed 40 CFR 146.85 and understands the Company must demonstrate financial 

responsibility to the UIC Program Director during the phases of the application and the project 

itself.  As such, the Company has provided estimates and procured advice from attorneys, industry 

advisors and insurance brokers, with direct experience with the EPA in general and Region VI 
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specifically for companies that have submitted Class VI permit applications or are in process of 

doing so, to address the following: 

1. Corrective action on wells in the AoR, described at 40 CFR 146.84 

2. Injection well plugging, described at 40 CFR 146.92 

3. Post-injection site care and site closure, described at 40 CFR 146.93 

4. Emergency and remedial response activities, described at 40 CFR 146.94 

Further, management has referenced the Underground Injection Control (UIC) Class VI Program 

Financial Responsibility Guidance document.   

In regard to items 2 and 3 above (since item 1 exposure is $0), the Company has entered into a 

General Indemnity Agreement with Ascot Surety and Casualty Company (Appendix 2) and a 

Financial Responsibility (or “Good Guy”) letter with the same carrier for an amount of $11 million 

(Appendix 3), both of which were procured prior to Lapis’ original application submittal in 

February 2023, on an inflation-adjusted basis for costs and our understanding of the timing of cash 

deployment at that time. The General Indemnity Agreement and Good Guy letter are still in force. 

Lapis has not requested a change in the coverage amount from Ascot as the documented coverage 

exceeds our current estimates of $5.2 million in today’s dollars. Lapis would request guidance 

from the EPA before we seek additional coverage on an inflation-adjusted basis.  

Figure 1 provides information from AM Best for Ascot Surety and Casualty Company, which is 

A (Excellent) rated.  
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Figure 1: Credit Rating Snapshot 

Our current intent is to secure two bonds, one for Injection Well Plugging and a second for Post-

Injection Site Care and Site Closure, per guidance from our insurance broker and communication 

we have had with other brokers active in the CCS market.   

In regard to item 4, Lapis procured a financial assurance letter from Alliant Insurance Services, 

Inc. (Appendix 4).   

At this time, per recent guidance from Alliant based on the ERR cost estimate provided above, 

Lapis intends to secure insurance coverage for this exposure under a Site Pollution policy with a 

limit of $9,000,000, and a $500,000 deductible as priced by the market today. Further, today’s 

market premiums for a policy of this size are well within our current project budget.  

This type of policy includes a manuscript Financial Responsibility and Reimbursement 

Endorsement that states "Coverage hereunder shall only apply to the extent Financial Assurance 

Claim is made by a regulatory agency to which the Insured is required to demonstrate financial 
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responsibility pursuant to US EPA code 40 CFR 146.94."  Figure 2 provides a snapshot of the 

wording that has been accepted by the EPA on various CCS projects similar to Lapis’. 

 

Figure 2: Legal Language of Financial Assurance Endorsement 

The Company is maintaining the flexibility to enter into alternative financial instruments and 

collateralization requirements or seek coverage from other insurance companies, as milestones are 

achieved, and pay-in periods are defined and will maintain open communication with the UIC 

Program Director throughout the permit approval process and beyond.   

  


