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Why a New 
Bond Rule? National Data











Objectives of 
Draft Rule

• Gives Utah Operators tools to 
manage bond

• Bond amount based on operational 
risks

• Reduce Administrative burden for 
Industry and Regulators

• Decrease financial liability to the 
State



Objectives of 
Draft Rule

• Support full range of Utah Operators

• Gives Operators specific bond 
amounts for their Utah operations



Idle Well Trends

• History of idle wells
• Forward looking 

approach to bonding
• Partially captures At Risk 

Wells for proposed bond



Overview of Draft 
Bond Rule

• Tiers
• Base Bond
• Supplemental Bond

• Individual Bond



Calculating a Bond: 
Overview of Tier System

Tier I
● Production greater than 1,000 BOE
● At risk well ratio equal to or less than 15%

Tier II
● Production greater than 500 BOE
● At risk well ratio equal to or less than 20%

Tier III
● Production greater than 200 BOE
● At risk well ratio equal to or less than 25%
● OR production greater than 1000 BOE with 

no required at risk well ratio



Calculating a Bond: 
Determining the Tier



Calculating a Bond: Establish Base Blanket Bond



Calculating a Bond: 
Calculate Supplemental Bond



Calculating a Bond: 
Base Bond + Supplemental Bond = Total Blanket Bond

+ =



Calculating a Bond: Individual Well Bond



Current Bond vs Draft Bond 



Draft Utah Bond Rule
 vs 

Rocky Mountain States



Bond Amount for 
Operators Over 
200 BOE/Day 

• Operator Specific
• Total production, At Risk Wells, State 

Well Count, and average total vertical 
depth determine bond amount

• No Bond for Federal of Tribal Wells
• Operators with low number of 

At Risk Wells have lower bond 
amounts





Summary
• Utah has a strong idle and orphan well history
• However, the number of orphan wells and the cost to plug and abandon them is increasing
• Draft Bond Rule is based on Operator specific variables
• Provides Operators the tools to manage their own bond amounts through:

• Manage production
• Decreasing At Risk Wells
• Petition the Board for bond review
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