AN ACT
RELATI NG TO TAXATI ON; CHANG NG THE CONDI TI ONS FOR
QUALI FI CATI ON OF PRODUCTI ON RESTORATI ON PRQJECTS PURSUANT TO
THE O L AND GAS SEVERANCE TAX ACT AND THE NATURAL GAS AND
CRUDE O L PRCDUCTI ON | NCENTI VE ACT; AMENDI NG SECTI ONS OF THE

NMVSA 1978.

BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF NEW MEXI CO
Section 1. Section 7-29-2 NVSA 1978 (being Laws 1959,
Chapter 52, Section 2, as anended) is anended to read:
"7-29-2. DEFINITIONS.--As used in the Ol and Gas
Severance Tax Act:

A.  "comm ssion", "department", "division" or "oi
and gas accounting division" neans the taxation and revenue
departnment, the secretary of taxation and revenue or any
enpl oyee of the departnment exercising authority lawfully
del egated to that enpl oyee by the secretary;

B. "production unit" neans a unit of property
desi gnated by the departnment from which products of conmmon
ownership are severed

C. "severance" neans the taking fromthe soil of
any product in any nmanner what soever;

D. "value" neans the actual price received for

products at the production unit, except as otherw se provided

in the Gl and Gas Severance Tax Act; HB 11
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E. "product" or "products" neans oil, natural gas
or liquid hydrocarbon, individually or any conbination
t hereof, or carbon di oxi de;

F. "operator" means any person:

(1) -engaged in the severance of products
froma production unit; or

(2) owning an interest in any product at the
time of severance who receives a portion or all of such
product for his interest;

G "primary recovery" neans the displacenent of
oil and of other |iquid hydrocarbons renoved from natural gas
at or near the wellhead froman oil well or pool as
classified by the oil conservation division of the energy,

m neral s and natural resources department pursuant to

Paragraph (11) of Subsection B of Section 70-2-12 NVSA 1978
into the well bore by nmeans of the natural pressure of the oi
wel |l or pool, including but not limted to artificial lift;

H.  "purchaser” neans a person who is the first
purchaser of a product after severance froma production
unit, except as otherwi se provided in the G| and Gas
Severance Tax Act;

I. "person" means any individual, estate, trust,
recei ver, business trust, corporation, firm co-partnership,
cooperative, joint venture, association or other group or

combi nation acting as a unit, and the plural as well as the HB 11
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si ngul ar nunber;

J. "interest owner" neans a person owni ng an
entire or fractional interest of whatsoever kind or nature in
the products at the tinme of severance froma production unit,
or who has a right to a nonetary paynent that is determ ned
by the val ue of such products;

K. "new production natural gas well" neans a
produci ng crude oil or natural gas well proration unit that
begins its initial natural gas production on or after My 1,
1987 as determ ned by the oil conservation division of the
energy, mnerals and natural resources departnent;

L. "qualified enhanced recovery project”, prior
to January 1, 1994, neans the use or the expanded use of
carbon di oxi de, when approved by the oil conservation
di vision of the energy, mnerals and natural resources
departnment pursuant to the Enhanced O Recovery Act, for the
di spl acement of oil and of other |iquid hydrocarbons renoved
fromnatural gas at or near the wellhead froman oil well or
pool classified by the oil conservation division pursuant to
Paragraph (11) of Subsection B of Section 70-2-12 NVSA 1978;

M "qualified enhanced recovery project”, on and
after January 1, 1994, neans the use or the expanded use of
any process approved by the oil conservation division of the
energy, mnerals and natural resources departnment pursuant to

t he Enhanced G| Recovery Act for the displacenment of oil and
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of other |iquid hydrocarbons renoved fromnatural gas at or
near the wellhead froman oil well or pool classified by the
oi | conservation division pursuant to Paragraph (11) of
Subsection B of Section 70-2-12 NMSA 1978, other than a
primary recovery process; the termincludes but is not
limted to the use of a pressure nmaintenance process, a water
fl oodi ng process and inmmiscible, mscible, chemcal, thernal
or biological process or any other rel ated process;

N. "production restoration project" nmeans the use
of any process for returning to production a natural gas or
oil well that had thirty days or |ess of production in any
period of twenty-four consecutive nonths begi nning on or
after January 1, 1993, as approved and certified by the oil
conservation division of the energy, mnerals and natural
resources departnent pursuant to the Natural Gas and Crude
G| Production Incentive Act;

O "well workover project" means any procedure
undertaken by the operator of a natural gas or crude oil well
that is intended to increase the production fromthe well and
that has been approved and certified by the oil conservation
di vision of the energy, mnerals and natural resources
departnment pursuant to the Natural Gas and Crude O |
Production | ncentive Act; and

P. "tax" neans the oil and gas severance tax."

Section 2. Section 7-29B-2 NWVSBA 1978 (being Laws 1995,
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Chapter 15, Section 2) is anmended to read:
"7-29B-2. DEFINITIONS. --As used in the Natural Gas and
Crude O Production Incentive Act:

A. "departnment" means the taxation and revenue
depart nment;

B. "division" nmeans the oil conservation division
of the energy, mnerals and natural resources departnent;

C. "natural gas" nmeans any combusti bl e vapor
composed chiefly of hydrocarbons occurring naturally;

D. "operator" means the person responsible for
t he actual physical operation of a natural gas or oil well;

E. "person" neans any individual or other I|egal
entity, including any group or conbination of individuals or
other legal entities acting as a unit;

F. "production projection” neans the estimte of
the productive capacity of a natural gas or oil well that is
certified by the division pursuant to the provisions of the
Natural Gas and Crude G| Production Incentive Act as the
future rate of production fromthe well prior to the operator
of the well performng a well workover project on the well;

G "production restoration incentive tax
exenption" means the tax exenption set forth in Subsection B
of Section 7-29-4 NMSA 1978 for natural gas or oil produced
froma production restoration project;

H.  "production restoration project"” nmeans the use
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of any process for returning to production a natural gas or
oil well that had thirty days or |ess of production in any
period of twenty-four consecutive nonths begi nning on or
after January 1, 1993 as approved and certified by the
di vi si on;
I. "severance" neans the taking fromthe soil of
any product in any nmanner what soever;
J. "well workover incentive tax rate" neans the
tax rate set forth in Paragraphs (4) and (5) of Subsection A
of Section 7-29-4 NMSA 1978 on the natural gas or oi
produced in excess of the production projection froma well
wor kover project; and
K. "well workover project” neans any procedure
undertaken by the operator of a natural gas or oil well that
is intended to increase the production fromthe well and that
has been approved and certified by the division."
Section 3. Section 7-29B-3 NWVSA 1978 (being Laws 1995,
Chapter 15, Section 3) is anmended to read:
"7-29B-3. APPROVAL OF PRODUCTI ON RESTORATI ON PRQIECTS
AND VELL WORKOVER PRQIECTS. - -
A. A natural gas or oil well shall be approved by
the division as a production restoration project if:
(1) the operator of the well nakes
application to the division in accordance with the provisions

of the Natural Gas and Crude O Production |Incentive Act and
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rul es and regul ati ons adopted pursuant to that act for
approval of a production restoration project and the
application is made within twelve nonths of the conpletion of
the production restoration project; and

(2) the division records show that the well
had thirty days or less of production in any period of
twenty-four consecutive nonths beginning on or after January
1, 1993.

B. A natural gas or oil well shall be approved by
the division as a well workover project if:

(1) the operator of the well nakes
application to the division in accordance with the provisions
of the Natural Gas and Crude G| Production Incentive Act and
rul es and regul ati ons adopted pursuant to that act for
approval of a well workover project;

(2) the division determ nes that the

procedure proposed to be undertaken by the operator of the

well is a procedure intended to increase the production from
the well, but is not routine maintenance that woul d be
performed by a prudent operator to maintain the well in

operation. Such procedures may include, but are not limted
t o:

(a) re-entry into the well to drill
deeper, to sidetrack to a different | ocation or to reconplete

for production;
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(b) reconpletion by reperforation of a
zone fromwhich natural gas or oil has been produced or by
perforation of a different zone;

(c) repair or replacenent of faulty or
damaged casing or rel ated downhol e equi prent;

(d) fracturing, acidizing or
installing conpression equi pnent; or

(e) squeezing, cenmenting or installing
equi pnent necessary for renmpval of excessive water, brine or
condensate fromthe well bore in order to establish, continue
or increase production fromthe well; and

(3) the operator of the well submts to the
di vision an estimate of the productive capacity of the well
based on at |east twelve nonths of established production
and the division, based on its verification of that estimate,
determ nes the future rate of production fromthe well prior
to the operator of the well performng the well workover
project on the well and certifies that as the production

projection for the project.”
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