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(GEOTHERMAL RESOURCE CONSERVATION ACT)
1981

GENERAL SESSION

B. No. - » By

AN ACT RELATING TCO THE DEVELOPMENT OF GEOTHERMAL RESOﬁRCES IN
THE STATE; DECLARING -THE PUBLIC. INTEREST IN THIS
DEVELOPMENT AND ASSIGNING REGULATORY AUTHORITY REGARDING
THIS TO THE‘ DIVISION OF WATER ,RIGHTS} DEFINING THE

RESOURCE AND ITS RELATIONSHIP. TO WATER; PROVIDING FOR THE

PROTECTION OF CORRELATIVE RIGHTS AND THE PREVENTION OF

WASTE;  AUTHORIZING AND ESTABLISHING PROCEDURES FOR
UNITIZING OF GEOTHERMAL AREAS; AND PROVIDING  FOR
{

. L4
PROCEDURES 'TO GOVERN REGULATION BY THY.S DIVIS'ON.

X _
THIS ACT ENACTS THE UTAH GEOTHERMAL RESOURCE CONSERVATION ACT
BY.ENAéTING SECTIONS 73F21-1 TQROUGH 73-21-10, UTAH CODE
- ANNOTATED 1953; AND REPEALS SECTION 7341-20, UTAH CObE
* ANNOTATED 1953,:AS ENACTED BY CHAPTER 189, LAWS OF UTAH
1973. |

Be it enacted by_theALegislature of the State of Utah:

Section 1. Section 73-21-1, Utah Code Annotated 1953, is

enacted to read:

73-21-1. This chapter shall be known and may be cited as

i

the "Utah_Geothermal Resource Conservation Aét."

Section 2. Section 73~21-2, Utah Code Annotated 1953, is

enacted to fead:
73—21-2. It 1is declared to be in the public interest to

foster, encourage, and promote the -discovery, developmenﬁ,

production, wutilization, and disposal of geothermal resources

WATER RIGHTS
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in the State of Utah in. such manner as  will prevent waste,
protect ‘fcorrelative rights, and safeguard the natural-
environment and the public Welfare;- to authorize, encourage,

and provide for the ‘develdpment and operation of geothermal

"resource properties in such manner that the maximum ultimate

economic recovery of geothermal resources may be obtained
through, among other things, agreements for coopérati?e
develépmént, pfoduction, injection, and presSure‘maintenance
ober;tions.- ) _
Section 3. Section 73-21?3, Utah Code Annotated 1953, is
enacted.to read: | - |
$73-21-3. As used in this chapter:
(1) ﬁCorrelative. righﬁs" ﬁean the rights of each

geothermal owner in a geothermal area to produce without waste

his just- and equitable share of the geothermal  resource

underlying the geothermal area.

(2) "Division" means the division vbf “water rights,
department of natural resources. |

(3) "Geothermél area" means the general_land area which

is underlain or reasonably appears to be underlain by

geothermal resources.

(4) . "Geothermal ' fluid" means water and steam at
fémperatgres greater.lthan -120 degrees centigrade. naturally.
present,in a_geothermal system. |

(5) . "Geothermal resource" means: (a) the‘natural heat

of the earth at temperatures greater than 120  degrees

‘centigrade; -and (b) the energy, in whatever form, including -

pressure, preseht in, resulting from, created by, or which may

be ‘extracted from that . natural ‘heat, directly or thrdugh a
material medium.  Geothermal resource does not  include

geothermal fluids.
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(6) "Geothermal  system" means any strata, pool,
reservoir, or other geologic formation contéining geothermal
resources.
(7) "Material medium" means geothermal fluids, or water

and other substances artificially introduced into a ~geothermal

system to serve as a heat transfer medium.

(8) "Operator" means any person drilling, maintaining,

operating, producing, or in control of any well.
(9) "Owner" means a person who has the right to drill
into, produce, and make use of the geothermal resource.

(10) "Person" means any individual, business entity

(corporate or otherwise), or political'subdivision of this or

any other state.

‘(11)~ "Wasté" means any inéfficieﬁt,: excessive, or
improper pfoduction, use, of diSsipationA of géothermal
resources. Wasteful practices inclqde, but are not limited to:

(a) transporting or storage methods that cause or -tend td cause

unnecessary surface loss of geothermal resources; or (b)

locating, spacing, constructing, equipping, operating,

producing, or .venting of any well in a manner that results or

tends to result in unnecessary surface loss or in reducing the

ultimate edonomic:recovery of geothermal resources.

(12) "Well" means any well drilled, converted, or
reactivated’ fbr the. disco&ery,. testing, production, or
subsurface injection Of geothermal resources.

Section '4; Section 73-21-4,'Utah'Code Annotated 1953,.is

enactéd to read:

73-21-4. (1) Ownership of a geothermai resource derives

from an interest in land and not from an appropriative right to
geothérmal fluids.

(2) This chaptér shall}apply to all lands in the State.of

Utah, including federal and Indian l&nds to the extent allowed °

by law. When these ' lands are committed to a unit agreement

-3~
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involviﬁg lands subject to federal or Indian jurisdiction, the
division may/ with 'respecﬁ~ to the unit agreement, deem this
chapter complied with if the unit operations are regulated by
the United States and the division finds that.consefvation of
géothérmal"resources and préveﬁtion of wasté are accomplished
under the ﬁnit agreement.

‘Section 5.  Section 73-21-5, Utah Code Annotated 1953, is
enacted to read: o |

73-21-5. :(l) | The diviéibn is granted jurisdiction and
authorify'over all persons and propérty, .public énd private,
necessary to enforce‘the provisions'of this chapter and shali

have the power and authority to adopt and enforce rules,

‘regulations, and orders and do ‘whatever may reasonably be

necessary to carry out this chapter.
(2) Any affected person may apply for a héarihg before

the division, or the division may initiate proceedings upén any

‘question relating to the administration of this chapter, and

jurisdiction 1is conferred upon the division to -hear‘ and-
determine the same and.'enter its rule, regulation, or ofder
with respect to the matter. |

(3) . The division shall have the powef to summon
witnesses, to administer oéths, and to require the production
of records, books, and documents for examination at ény hearing
or investigation conducted by it.

(4) In case of failure or refuéal'on the part of any
persbn to comply with a Subpoena issued by the division, or in_l
case of féfusal‘ of any witness to testify as to any matter

regarding which he may be interrogated, any'district court in

the state,” upon the application of the division, may. issue an

order compelling the person to comply with the subpoena and to
attend before the division and produce any reCords,_books,uahd‘

documents covered by the subpoena or to give testimony_or~b6th. ’

The court shall have the power to punish for contempt as in the

-4-
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case of disobedience to a like subpoena issued by the court, or
for refusal to testify in thé court.

(5)' Wﬁenever it appears that any person is violating or
threatening to. violate any provision of this chapter or any
rule, regulation, or order made under this chapter, _the
division may bring suit in the name of the state against-'fhat
person. in \the ,district court in the county of that berson's
residence, in the county of the residence of'ény defendant iﬁ
there be more than one defendant, or in the county where the
violation is alleged to have occurred, to restrain that person
from continuing thé violation or from cérrying out the threat
of violation. In tﬁe suit the court may grant injunctidns.

(6) Nothing in this.chapter, no_suit by or against the
division,.and no violation ‘Eharged "or asserted against .any
person under this chapter, ér any rule, regulation, 6r order
issued under it, shall impair or abridge or delay any cause of
action for damagés which any perSon may have 6r assert against
any person violating this chapter, or any fule, regqulation, - or
order issued under it. Any person so damaged by the violatidn
may éue fof and reéover such damages as he otherwise may be

entitled to receive.

Section 6. Section 73-21-6, Utah Code Annotated 1953, is -

enacted to read:

73-21-6. (1) The division shall have authority to

require:
(a) Identification of the location and ownership of all

wells and producing geothermal leases.

(b) Filing with the .division of a notice of intent to

drill, redrill, deepen, permanently'alter the casingwrdf, -or3'

abandon"any well. - Approval of the notice of intent must be

obtained from the division prior to commencement of operations.

(c) Keeping of weil logs and filing‘tfue and correctA'

copies with the division. These records are . public records

-5~
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when filed with the division, unless the owner or operator
requests, in writing, that the records be held confidential.
The period of confidentiality shall be established by the
division, not to-ex;eed five years from the date of broduction
or injection for other than testing pUrposeé or five_years from
the dafe of abandonment, whichever occurs first, as determined
by the division. Well records. held confidential by the
division are open to inspection by those persons authorized in
writing by the owner or operator. Confidential status shall
not restrict inspectidn by state officefsA charged with
regulating well operations or by authoriZéd officials of the
Utah state tax commission for purboses of tax asgessment.

_(d) The spacing, drilling, casing, testing, 6§erating,
preoducing, and abandonment éf wells so as to ‘prevénti' (1)

geothermal resources, water, gases, or other fluids from

escaping into strata other than the strata in which they are

found‘(unless in accordance with a .subsurface injection program
approved by ~thé division); (ii) pollution of surface and
groundwater; (iii) premature cooling of any geothermal system‘
by water encroachment or otherwise which tends to reduce the
ultimaté economic récovery of the qeofhermal resources; (i&)
bloWouts, cavings, and <seepage; and (v). unreasonable

disturbance or injury to neighboring properties, prior water

rights, human life, health, and the environment.

(e) The operator to filé cash_or individual surety'boﬁds
with thevdivision for each new well drilled and each abandoned
well rédriiled; The. amount of"sufety requifed, shall be'
déte;mined by fhg division. hIn lieu of bonds. for separaté
wells, the Qperatbr hay .file a blanket'cash or indi&;dualrv

surety bond in an amount set by the division to cover all the

operator's drilling, redrilling,' deepening, maintenance,.dr

abandonment acti?ities for wells in the state. ‘Bonds filed

with the .divisibn shall be éxecutéd by the operator, as
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principal, conditioned 6n compliance with division regulations
in drilling, redrilling, deepening, maintaining, or abandoning
any well or wells cévered by the bond and shall secure the
state against all lossés, charges, and expenses incurred by it
to obtain such compliahcelby the principalAﬁamed in the bond. -

(£) The = geothermal owner .or operator to measurel
geothermal production Jacéording to standérds_ set by the
division and maintain‘cémplete and accurate production recdrdsi
The records, or certified copies of thém, shall be pfeservéd}on
file -by the owner or operator for a period of five_yeéré énd'
shall be available for examination by .the division at éil
reasonable times. .

(g) Eiling with the division any other reasonable reports
which it preséibes reg;rding geotherhai operations ‘within. the
state. | |

(2) Any bond filed with the.division in conformance with
this chapter may, wifh the consént- of the division,_ be
terminéfed 'and“ canceled and the surety be relieved of all
obligatiqns ﬁnder it when the well or wells covéréd by the bond
have"beenA properly abandoned or another valid bond has been
substituted for it.

(3) The division may ehtef onto private'or pﬁbliﬁ land at
any time ﬁo inspect any well or geothermal resoufce development
project to determine if. the well or project is being.
constructed, operated, or maintaiﬁed accofding to - any
applicable : permits or to 'detefmine if the .construction,
operation, of maintenance of the well or project may involQe an

unrgasonable riSk to life, héalth, property, thé environment or

“subsurface, surface, or atmospheric resources.

Section 7. Section 73-21-7, Utah Code Annotated 1953, is
enacted to read: .

- 73-21-7. (1) The division upon its own motion may hold,

and upon the épplication of any affected person shall hold, a

=7-
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. hearing to consider the need for cooperative or unit operatidn'

of a geothermal area.

(2) Thé_ division shall make an order providing for the:
cooperétive or ﬁnit operation of part or all of a éeothermal
érea if ‘the division finds that this 6peration is reasonably
necessary to pré?ent waste, to protécticorrelative rights, or

to prevent. the drilling of unnecessary wells and will not

reduce the ultimate economic recovery of geothermal resources.

(3) .An 6rder for cooperative or unit operatiohs shall be

upoh terms and conditions that are just .and reasonable and

satisfy-the'requirements of subsection (2).
:'k4) " An érder ‘by the divisién for unit operations sﬁall
prescribe a plan, including:

‘(a) A description of the . geothermal érea to . be so
operated) termed the unit area.

(b) A  statement ofv fhe nature of the operatiéns
contemplated, tbe time they will commence, ahd the 4manner and
circumstances under which unit operations shall terminate.

(c) An .allbcation to the seﬁarately—owned tracts in fhe
unit area of theigeothermal resources prodﬁced and.of the costs
incurréd in wunit operationé. The allocations shall be in
accord wifh the agregment, if'any, of the affgcted parties.' If
there_'is  no such agreemént, the division shallvdetermine the
allocations from evidence introduced at a hearing * before the‘
division. Production shall be allocated in propoftion to the

relative value that each tract bears to the value of all tracts.

. in the unit area. The ééreage of each tract in proportion to

the fotal.Unit acreage éhall be;the measure'of relétiVe value;‘
uriless  the- division finds: affer:public héarihg that.aqpthérh'
method is 1ikely to result in a moré equitable allocation and -
protection of 4correlative rights. ’-Resource temperéture;
p:essure}_fluid quality, -geologicai conditions, distance to

place of use, and prbductiyity are among the factors that may

-8~
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be considered in.evaluatiné other methods. = The method for
allocating prdduction .in unit operations shall be revised if
after a hearing the division fihds'that the revised method is
likely to result in a more equitable allocation and protection
of correlative rights. The division éhall hold a hearing to

consider adoption of -a revised allocation method upon the

application of any affected person, but the application may not

be made until thréej years after. the initial order by the
division or‘at less thgn two~-year intervals aftef that.

-(d) A brovision  for adjustment among the owners of the
unit area (not including:rdyalty owners) of their fespective

investment in wells, tanks, pumps, machinery, materials,

equipment,;and other thingsiand services of value attributable

to the unit operations, The amount to be charged‘ unit
operations for each item shall be determined by the owners of:
the unit area (not including royalty oWners), but if the owners
of the unit area are unable to agree upon the amount of 'tﬁe
charges or to agree upon the correctnesé of same, thé division
shall_determine them after due notice and hearing, upon the
application of any affeéted party. The nét amount charged
against the owner of a separately~owned tract shall be
considefed an expense of unit operation chargeable against that
tract. The-adjustmenté prévided for in thié subsection may be
treated separately and handiéd by agreements sepafate from the
unitizationvagreement.

(e) A . provisibn providiﬁg how the costs of wunit
operatiéns, inciudihg capital inVestments,bshall‘be determineq
and “charged.to ﬁhe separatély-owned tracts and how these costs
shall be paid[~iﬁclhding a provision prévidiﬁg when, . how, ~and
by whom the unit production allocated to an 6wner who does ﬁot
pay the share of the cost of unit .operation charéed to that
owner, or the interest of _that owner, mayﬂbéwsold and the

proceeds applied to the payment of the costs. The operator of

-9~ - . v -
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the unit shall h?ve a first and prior lien for.cdsts incurred

pursuant to the plan of wunitization upon each . owner's

geotherma£; rights and his 'share of unitized prqduction td
secure the'payment of the 6wner’s. proportionate paft éf‘ the
cost of>de?eloping-and'operatiﬁg the unit area. This lien may
be establiéhed_ahd enforced in the same'manner_as pfovided by
sections _38;1-8 through 38-1-26. For these. purposes any
qonconsenting owner shall be deemed to have contracted with thg
unit dperator fbr his proportibnate part of the cost of'
developing. aﬁd operating the uhit 'afea. A trénsfer or’
conversion of .any owner's inferest or ény portion Qf it,

however aécomplished, after the effective date of thé order

:creating».the unit, shall not relieve the tfansferred interest

of the operator's lien on the interest for the cost and expense
of unit operations.
(£) A provision, if necessary, for cafrying or otherwise

financing any person who elects to be carried or otherwise

financed, allowing a  reasonable ihterest_,charge for this

service payable out of that pefson's share of fhe production.

(g) A proVision for the sﬁpervision and cohduct of the
unit Operations,lin respect to which each peréon‘shall have' a
vote ‘with a value corrésponding to the pércentage of the éosts
of unit operations chérgeable 'aéainst the interest of that
person.

| (h) Such additional pfoyisioné >that‘ are found to be
appropriate for carrying on the unit'éperations.

(5) ) No ,order of the vdivision providing for unip
opéfatibns éhail become éffécfive unléss and until the plan for
oﬁefatiqnﬁ 'prescribed' by fthe' diVision has been éppro?éd in
writing by those persons, who under the division's brder, will‘
be ‘required to pay 66%'Qf the‘cbsts'of the unit operation, -and
also by the ownefé of166% of the‘pfoduction or ﬁ:gceeds of same

that  are free of costs, such as royélties, overriding

-10-
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royalties, and proauction payments; and the d1v151on has made a
finding that the.plan for unit operations has been so approved.h
If'the persons owning the required percentage of interest in
the unit area do not approve the plan within six months from
the‘datevonbwhich the order. is made, the order. shall be
ineffective and shall be revoked by the division unless for
good cause shown the division4extends this time. |

(6) An order‘providing for unit operations may be amended
by an order of the division in the same manner and subject‘ to -
the same conditions as an original order for unlt operations;
but 1f this amendment affects only the rlghts and 1nterests _of
the,‘owners,u the _approval of the amendment by the owners of
royalty, overriding rojalty, productlon payments, and other .’
interests'_Whichb are freej of costs shall‘ not be required.

Production allocation may be amended “only according to

subsection 73-21-7 (4) (c).

(7) Allﬁ ocperations, including, but not_limited.to,'the‘
commencement, drilling, or operation of a well UponAany portion

of the unit-area shall be deemed for all purposes the conduct

of such operations upon each separately-owned tract in the unit

by the several owners of tracts in the unit. The portions of

the unlt productlon allocated to a separately -owned tract in a

unit area shall,.when produced, be deemed‘for all purposesfto‘

haye'been actually produced,rromvthat tract by a well drilled
on it:* Good faith operations conducted pursuant'to an order of
the d1v151on prov1d1ng for unit operations shall constitute- a'_
complete defense to  any 'sult alleglng breach of lease or ofi

contractual;obligations coverlng lands-ln the unlt-area to “the

- extent: that Acompliance w1th these - obllgatlons cannot be “had

because of the order of the division.
‘(8) The portlon of thevunlt production.allocated to~any'
tract, and the proceeds from thensale‘of this produCtion shall_

be the property and income of the several. persons ‘to whom, or

: '.f:':_ll;'
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to whose credit, the same are allocated'or payable. under the.
_order'prouiding for unit operations.

‘(9) Except to the extent that the parties‘affected SO

agree and as prov1ded in subsection 73- 21 7 (4) (e), no. orderv,

.prov1d1ng for unit operations shall be construed to . result in a

transfer of all or any part of the title of any person to the

fgeothermal ‘resource rights.in any tract -in the unit area. All

”property,awhether real or personal, that may be'acquired in the

conduct of unit operations shall be.acquired for the account of

the owners within the unit area and shall be "the property of

these owners in the‘-proportion- that the expenses of unit
operations are charged

(10),7 An order of the lelSlon for unit operations shall

constitute a complete defense to any suit charging Violation of

any statute relating to trusts, monopolies, and combinations in

restraint of trade on account of ‘unit - operations conducted

pursuant to the orderf v

‘Section 8. . Section 73921—8, Utah Code Annotated 1953; is
enacted.to read: |

73;21—8 '(l)_ Geothernal fluids are deemed .to be a
spec1al kind of underground water resource, related"to‘ and
potentially ‘affecting other water resources of the state. lThe
utilization or distribution for their thermal content and
subSurface injection or"disposal of same shall constitute a
beneficial use of the water resources of‘the state.

(2)', (a) :3 Geothermal - owners shall, prior to thei

~commenCement of or'increase'in, produCtion- from a well .or

group of wells to be operated in concert file an application_

with the d1v1s10n to appropriate such geothermal fluids as will

be extracted from~the well or group of wells.' Publication of

applications shall be made as proVided'in section 73-3-6, ‘and
prbtests may be‘ filed as ﬂprovidedA in section 73-3-7.. ‘The"

div1s10n shall approve an application if it finds - that the

C-12-
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applicant is a geothermal owner and“that  theV'proposed'
extraCtion‘of!geothermal fluids wiil not’impaif existing rights
té thé waters of the state. | |

‘(b)~‘The divisién may grén£ the quantity of an applicatidn
on a provisional'basis, td be.finalizéd-upon- étabilization of
well productiéﬂ. Flow testing of é diécovery well shall not
require.an application to appropriaté geothermal fluids.

(3) The date of an application to apprppriate geofherma;f‘
fluids, when épproved by the inision, éhail be the priorityf

date as between the geothermal owner and the owners of rights

to water other than geothermal fluids. No priorities shall _be"

creatéd among geothermal thers by fhe 'épproval‘,of an

application to apbropriéte geéthermal fluids. | U
Section 9. Section 73-21-9, Utah Code Annotated 1953,:15"

enacted tq‘read:‘_ | |

73-21-9. Rights ﬁo‘gepthermal resources and to geothermal

fluids +to be extracted in the -course of production of -

geothermal. fesoufces acqﬁired under section 73—21-8 shall be 
based on the priﬁéiblé=of Corfelétive rights. ‘
Section 10.  Section 73-21-10, Utah Code Annotated 1953,
is enacted to read:“ ' e
73'21'10', (i) Any person ad;eréely affected by any rule,
regulatiqn; or Qrder7issued under this chapter may within 60

days after the effective date of the rule or regulation or .

‘entry of the order bring a civil suit against'the division in

the districf céurt of Sélt Lake Coﬁnty or in thé distrigt couft'
of the county'in which the éomﬁlaininq beréon résidés to .tesﬁﬂ}
the Qélidity of.the';u1e, reéulation, or prdér,ﬁor to sécﬁré ani
injunctibn.og to obtainrother‘éppropriate<re1ief, inéiuding'all
righté-of appe#l. ' _f o | |

(2) An action of'appeal inVolQing-any provision of»fhis
chapter, dr é rule,‘regulation, or ordér-iséued ﬁhder,it"shalij

be determined as expeditibusly as feasible. . Thé trial court

o -13-
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shall determiné:the'iSsuesron both‘questions of law and fact

and shall affirm or set aside the rule, regulation or'orderv

- or remand the cause to the division 'for.,further proceedlngs

The court is authorlzed to en301n permanently the enforcement

by the d1v1510n of thlS chapter or any ‘act done or 'threatened

under it, 1f the plalntlff shall show that as- to him the act or .

3conduct.compla1ned of is unreasonable, unjust, arbltrary, or

capricious, or violates any constitutional right of the

plaintiff or if the plaintiff showsvthat the act complained of

- constitutes or results in waste or does not in a reasonable

manner accompllsh an end that is the purpose of this chapter.

(3)  Any ‘person who, _for the purpose of evading this

chapter. or any rule, regulation, or order of the division

issued under it, shall'makelor.cause to be made any'false entry

in any report, record, account, or memorandum required by +this

chapter, or by any rule, regulation, or order issued under it,
or shall omit or cause to be omitted from the report, record,

account, or memorandum, full, ‘true . and correct'entries‘as

required by this chapter, or by the rule, regulation, or order,

or shall remove from this state or destroy, mutilate, alter, or
falsify the record, account, or memorandum, is~.guiltyl of a
class‘A misdemeanorr |

(4) No ' suit, action'<'or other proceedlng based upon a
V1olatlon of this chapter or any rule, regulatlon,.or order of

the d1v1s1on 1ssued»under it shall be commenced or maintained

unless same shall have been commenced within two years from the

date of the alleged v1olat10n.
'rSectlon 11 - If any prov151on of this 'act, or the:

application- of any prov1s1on to any person or c1rcumstance ,is

held 1nva11d, ~the remalnder of thls act shall not be affected,

thereby. d).' L o ~-‘ R , 'A e

Section.12. Section 73-1-20, Utah Code Annotated 1953, as

_enacted by Chapter 189, Laws of Utah 1973, is repealed.
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