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THIS MATTER was heard by the Board of Assessment Appeals on September 2, 2003, 
Rebecca Hawkins and Karen E. Hart presiding.  Petitioner was represented by Alan Poe, Esq.  
Respondent was represented by Cyndy Giauque, Esq.   
 
 
PROPERTY DESCRIPTION: 
 

Subject property is described as follows: 
 

Oil and Gas Properties 
  (Multiple Weld County Schedule Numbers – Reference Exhibit A) 
 

41125-26.04.doc 
 1 



Petitioner is requesting an abatement/refund of taxes on the subject properties for tax years 
2000 and 2001.  The subject properties consist of numerous oil and gas wells in various locations in 
Weld County.   
 
 
ISSUES: 
 

Petitioner: 
 

Petitioner contends that, prior to 2002, its oil and gas production declarations were 
filed at reported gross selling prices without deductions for transportation, processing, and 
gathering expenses.  Petitioner actually sold the oil at the tank battery and the gas 
downstream at a gas processing plant, not at the wellhead.  They have allowable expenses 
that should be deducted from the reported gross selling prices. 

 
Respondent: 

 
Respondent contends that Petitioner reported all of their proceeds as wellhead prices. 

Taxpayer provides the information to the assessor.  To file an abatement, the taxes must be 
levied erroneously or illegally.  An abatement filed based on overvaluation applies to the 
assessor’s valuation, not overvaluation due to taxpayer’s reporting error.  A personal 
property taxpayer can claim clerical error, but a real property owner cannot.  The Weld 
County Assessor has applied these same rules to each taxpayer, especially in tax years 2000 
and 2001.  Petitioner has not given grounds for granting an abatement. 

 
 
FINDINGS OF FACT: 
 
 1. Petitioner’s witness, Mr. James R. (Bill) Hyde, a Certified General Appraiser and 
Property Tax Specialist III with the Colorado Division of Property Taxation (DPT), testified 
regarding the development of the oil and gas valuation guidelines.  There are both a netback expense 
reporting form (NERF) and a supplemental expense reporting form (SERF), for related party 
netback.  Statutory and constitutional provisions are to value the unprocessed product sold from the 
wellhead.   
 
 2. Mr. Hyde testified that the Property Tax Administrator (PTA) approves the abatement 
form and petitions that are in the amount of $1,000.00 or more.  Requests for abatements for netback 
are reviewed by Mr. Hyde in the DPT.  He checks them to see that the expenses being deducted are 
allowable.  They ask for spreadsheets that show the netback expense breakdown.  He has reviewed 
many abatements in which the wellhead price was originally checked or no box was checked, and 
later an abatement was filed based on deductions of wellhead expenses.  The petitions contained in 
Petitioner’s Exhibit G were approved by the PTA and relate to tax year 1999.  Marking the box as a 
wellhead price would not preclude the processing of an abatement petition.   
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 3. Mr. Hyde testified that the guidelines are to be used to develop a price at the 
wellhead.  If the point of sale is beyond the wellhead, the transportation, processing, etc. costs are 
deductible.  The wellhead is where the casing head and tubing head come together; a pumping unit is 
attached to the wellhead.  Where the oil leaves the well and goes horizontally to the heater/treater is 
the point of wellhead.  The material (emulsion) comes out of the ground and goes to the separator to 
separate the oil from the water emulsion and to separate the gas.  The gas goes to a separate 
treatment area.  After the separator, the emulsion undergoes further separation at the heater/treater, 
which should result in clean oil without water.  The oil then goes to a recycle pump and then to 
storage tanks.  There is a gauge at the tank that measures the volume of oil. 
 
 4. Mr. Hyde testified that the DPT guidelines define wellhead on page 6.43 of 
Petitioner’s Exhibit F.  Mr. Hyde teaches oil and gas classes and applies the guidelines to abatement 
petitions.  The DPT has allowed expenses back to the physical wellhead.  The point of sale is beyond 
the wellhead; at the meter run for gas, or at the lease automated custody transfer (LACT) unit, or at 
the outlet to the tank.  The DPT procedures define how to value the product when sold beyond the 
wellhead.  There are allowances for downstream cost deductions under the netback section 
beginning on page 6.32 of Petitioner’s Exhibit F. 
 
 5. “Processing” includes the separation and removal of water from the product, 
including direct costs, the cost of operating the heater/treaters, and the return of and return on the 
equipment.  Costs of moving the product from the wellhead to the heater/treaters, separators, etc. are 
deductible.  “Gathering” means after it leaves the meter run.  If the producer sells to an unrelated 
third party, the costs are allowed dollar for dollar for transportation, gathering, manufacturing, and 
treating.  They have a specific procedure for unrelated third party transactions.   
 
 6. Mr. Hyde testified that the guidelines speak to the term “well site” (reference 
Petitioner’s Exhibit F, page 6.43).  Well site processing is addressed on the NERF form; they allow 
costs when they occur beyond the point of sale.  Page 6.34 shows some expenses that are not 
deductible.  The definitions shown on page 6.41 of Petitioner’s Exhibit F provide clarification of the 
terms used in the procedures.  Gathering is generally applied to those activities beyond or off the 
well site.  Manufacturing activity, separating, heating and treating take place at the well site.  They 
did not address marketable issue; the price is to be unprocessed material.  Netback is a term used to 
reflect the value of the product netted back from the point of sale to the wellhead price. 
 
 7. Under cross-examination, Mr. Hyde testified that the information used for the 
valuation of oil and gas is provided by the taxpayer.  C.R.S. 39-10-114 is the abatement statute and 
applies to personal property.  The phrase “including but not limited to” allows oil and gas appeals, 
which are filed under the abatement process. 
 
 8. Upon questioning by the Board, Mr. Hyde testified that he considers the point of sale 
to usually be the LACT unit or the tank outlet.  Lifting expenses are not allowable deductions. 
 
 9. Under redirect, Mr. Hyde testified that page 6.43 in the ARL allows processing costs 
on the well site. 
 
 10. Petitioner’s witness, Ms. Valerie Lohnes, CPA, Chief Financial Officer of K.P. 
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Kauffman Company, Inc., testified that she is responsible for filing property tax declaration forms.  
In 2002, she discovered that they could file by netback process, and hired Rick Logan of Logan & 
Firmine, Inc. to file their declaration schedules.  Mr. Logan filed the abatement petitions for 
Petitioner for tax years 1999, 2000, and 2001. 
 
 11. Ms. Lohnes testified that Petitioner’s Exhibit H is an accounting of income and 
expenses for calendar year 2000 by well.  Petitioner’s Exhibit H-1 is the same data but for calendar 
year 2001.  The financial data is utilized for multiple reports and purposes.  Petitioner’s Exhibit E is 
the accounting data from Petitioner’s Exhibit H for one well, Camenisch #1, for production year 
2000.  Petitioner’s Exhibit D is the tax bill for the Camenisch #1 well, based on Petitioner’s Exhibit 
E data and is based on gross selling price.  Ms. Lohnes identified the breakdown of expenses and 
explained the categories and their meaning.  Petitioner’s Exhibit C is the Logan and Firmine 
spreadsheet of allowable direct operating expenses.  General and administrative costs are based on 
actual costs, not the joint operating agreement (JOA) calculations.  It includes administrative salaries 
of personnel in Denver.  The general roustabout service is directly from Petitioner’s Exhibit E.  
Pumping services includes pumper salaries, payroll expenses, supplies, and telephone.  The total is 
then divided by the number of wells and then allocated 80%, which is less than the JOA’s allowed 
services.  Treating/hot oil service and repair, main and trucking batch load, road and site 
maintenance, and miscellaneous fluid and saltwater disposal are actual costs from Petitioner’s 
Exhibit E.  Petitioner’s Exhibit C shows the total exact direct actual costs for the Camenisch #1 well. 
Petitioner’s Exhibits A-1, H-1, D-1, C-1 and E-1 are the same process using 2000 data. 
 
 12. Under cross-examination, Ms. Lohnes testified that they reported on approximately 
300-400 wells in Weld County, most are oil and gas wells.  Oil is sold from the tank at the well site. 
 Gas can be sold five miles from the well site; there are different circumstances for different gas 
wells. 
 
 13. Petitioner’s witness, Mr. Richard (Rick) Logan, Vice President of Logan & Firmine, 
Inc., testified that his firm does all of the reporting and filing of the returns, as required for property 
tax assessments.  Beginning in 2002, they filed K.P. Kauffman’s declaration schedules.  The 
abatement petitions for K.P. Kauffman are based on a contingency fee.  They filed abatement 
petitions for Petitioner in Weld County for 1999, 2000 and 2001. 
 
 14. Petitioner’s Exhibit A is the abatement petition.  Mr. Logan prepared Petitioner’s 
Exhibit B.  The direct operating expenses came from K.P. Kauffman’s records; they did not use a 
return of or return on; the equipment was old and probably did not have a depreciation cost due to 
the age of the equipment.  There were rare cases where the expenses exceeded 95%.  Allowable 
deductions were exact costs.  They removed exempt royalties.  The assessed value of allowable 
deductions and the tax refund is based on the tax rate of each well multiplied by the assessed value. 
 
 15. Mr. Logan testified that for 2001, (Petitioner’s Exhibit C), General and 
Administrative (G&A) costs are divided by the number of wells statewide.  He then deducted 50% 
of the cost for those costs that might not be directly involved in gathering, processing, etc.  Pumping 
services were actual costs provided and multiplied by 80%, based on time studies conducted by 
independent oil and gas companies; 20% could have been spent on other items like pumping units, 
etc.  Petitioner’s Exhibit C-1 was calculated similarly for tax year 2000.  He filed declaration 
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schedules in Weld County in 2000 and 2001, and reported values based on netback deductions, the 
same deductions now claimed by Petitioner.  The Notices of Value (NOV’s) reflected those 
deductions.   
 
 16. In cross-examination, Mr. Logan testified that they have taken netback deductions for 
netback taxpayers, not wellhead taxpayers.  He prepared the subject abatement petitions and then 
Ms. Lohnes reviewed and signed the petitions.  They were filed because Petitioner did not take the 
netback deductions; they had checked the wellhead box, which was a mistake; it was an error.  He 
worked off of the paperwork shown in Petitioner’s Exhibit H.  Petitioner has had from 600 to 750 
wells in Colorado each year, with 400-500 in Weld County, dependent on the year.  The point of sale 
for the oil was at the tank.  The majority of the wells have both oil and gas sales.  The gas sales are 
sometimes at the meter and sometimes downstream.  He did not determine which individual gas well 
production was sold downstream.  There were some gathering charges involved past the meter. 
 
 17. Mr. Logan testified that his firm has 10 or 15 other customers in Weld County.  He is 
not surprised that K.P. Kauffman’s price is on the low side of average for operators in Weld County. 
  
 18. Upon questioning by the Board, Mr. Logan testified that the point of sale has not 
changed from 1999 to 2003.  The operators did not know that they could take the deductions 
previously.  No change has occurred in actual practice at the well site. 
 
 19. Ms. Lohnes, being recalled, testified that K.P. Kauffman owns a very large gas 
gathering system.  The gathering system takes the gas to a point of sale.  The gathering systems go to 
Duke Energy, the gas purchaser.  They do not charge a gas fee by thousand cubic feet (MCF); they 
charge the actual costs to maintain the gathering system.  Over 90% of the gas is sold to Duke via 
the large gathering system. 
 
 20. Petitioner’s witness, Mr. Kevin Kauffman, Chairman, CEO and President of K.P. 
Kauffman Company Inc., testified that they operate approximately 1,100 wells in Colorado, 700-800 
in Weld County.  Wells reported on a lease basis caused consolidated well counts.  The Spindle Oil 
and Gas field accounts for 80% of the operations; about 50% are both oil and gas well production.  
They have 100% working interest in all but 50 wells in Colorado; maybe half of the 50 wells in 
Weld are where they own majority interest but not 100%.  Overall revenues are 75% from oil and 
25% from gas; 60-40 in Weld County.  All production in Weld County are wells that have high 
enough bottom hole pressures that they can produce without pumping units; flowing wells.  
Petitioner’s wells are shallower at 4,500 to 5,500 feet deep and they must lift it with pumping units.   
 
 21. The price of natural gas is principally set by Interstate Gas on the last three-day 
average of any given month.  Duke Energy contracts at a percentage of the refined natural gas 
stream; Duke keeps 10% of the refined methane gas and 35% of the liquids – propane, butane, etc.  
Spindle field is unique and must be run at 25 pounds of pressure or less and is an enormous cost to 
keep up.  Amoco had a 50% methane gas -72% liquids contract which he acquired; half of their gas 
production is at a price that is half of everyone else’s prices. 
 
 22. Typically, they have three forms of operations.  From 50 to 100 wells have a 
Christmas tree.  Then the affluent is taken to the separators or treaters, which is the first level of the 
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refining process.  At this point, the gas is not yet fully refined for the commercial market, but is 
ready for sale and is sold through the meter.  The oil is put in the tanks; one tank is used for brine 
water, which is later removed for disposal through the injection process.  Tepco is a subsidiary of 
Duke, and the point of sale is the outlet of the tank; volume is measured and the water content is 
determined.   
 
 23. Most of the wells have pumping units; wells are on every 40 acres in 16 townships.  
There are many cases of four wells that come together in a battery.  Amoco created super batteries of 
150 to 200 wells per battery.  Petitioner took possession of the entire gathering system.  The point of 
sale is at the inlet of the Spindle plant, where the oil is run through the heater/treater, disposed of the 
water, and the gas will be carried five or six miles to the Spindle plant to a meter, which is the point 
of gas sale.  They no longer use LACT systems; all their sales are at the tank.  Every three or four 
sections, there is a tank battery and a treater.  They do not sell at the wellhead.   
 
 24. Mr. Kauffman testified that they checked the actual wellhead sales price box on the 
declaration.  The declarations for 1999, 2000, and 2001 had not been prepared using the netback 
method, which he was informed they could use.  They needed to amend and file abatements for 
1999, 2000, and 2001, which he outsourced to Logan & Firmine.  
 
 25. Petitioner’s Exhibit C-1, roustabout services, is like a plumber.  They repair lines and 
tanks and remediate soils; primarily they maintain and repair the piping at the site.  Pumping 
services goes daily to every well; production is reported every day for every well.  The pumpers 
must measure the tanks and be sure they will not breach, evaluate the treater for the removal of 
water, make sure the pressure is correct at the wellhead, make a physical evaluation of the lease, and 
review the physical integrity of the site.  Neither the roustabouts nor the pumpers have 
responsibilities for the downhole activities.  Buyers will not buy the oil with too much brine or 
water.  The treating/hot oil service is reheating the oil in the tanks to remove excess water.  All of 
the metal components corrode; hence the repair and maintenance of flowlines, treaters, tanks, etc.  
Trucking batch log expenses reflect the expense caused if the tank battery is less than a 180- or a 
200-barrel full load.  It is the expense to batch the oil for a full load.  Road and site maintenance: 
almost 300 miles of roads to maintain for the first purchaser to get to the well to load.  
Miscellaneous fluids/salt water disposal: it is collected at each of their facilities and then disposed 
of. 
 
 26. Mr. Kauffman testified that they made an honest mistake and filed abatements to 
correct their mistake.  All other companies got the deduction through their original declaration form. 
He is being treated differently through the abatement process.   
 
 27. Under cross-examination, Mr. Kauffman testified that K.P. Kauffman has 
consolidated all of the wells in the Spindle field; it is possible that within the Spindle field there may 
be 25-50 wells that are in the original geographical area. 
 
 28. Petitioner is requesting a 2000 tax refund of $85,850.88 and a 2001 tax refund of 
$123,063.54 for the subject properties. 
 
 29. Respondent's witness, Mr. Chris Woodruff, Deputy Assessor with the Weld County 
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Assessor's Office, testified that he has had direct supervision of the oil and gas valuation process.  
Weld County applies the DPT guidelines as best they can.  The preferred method is to use the 
wellhead price: the price of the unprocessed product to the first purchaser.  They rely on the oil and 
gas companies to tell them what they are selling and how much they are selling it for.  They must 
rely on the declarations due to the large number of wells in Weld County.  The declarations are 
signed under penalty of perjury. 
 
 30. Mr. Woodruff testified that in 2000 and 2001, if a company filed justified netback 
expenses, they were allowed deductions.  They did not allow deductions when the taxpayer indicated 
a wellhead price.  Of the abatements that have been filed for 2000 and 2001, the wellhead petitions 
for netback abatements have not been approved.  They did not receive completed NERF forms from 
Petitioner in 2000 or 2001.  He has no knowledge of any producer that sold product directly from the 
hole. 
 
 31. Mr. Woodruff testified that, due to the number of wells (Weld County has the most in 
the state), they have allowed companies to file electronically, wherein they sign one declaration and 
the information is supplied in a spreadsheet.  They have reviewed all of the declarations filed by the 
Petitioner – once when filed and once in preparation for this case; all were marked wellhead.  They 
followed the DPT guidelines to value the subject properties based on the information on the 
declarations.   
 
 32. Respondent’s Exhibit 1 is a spreadsheet of all wells valued for K.P. Kauffman for 
2001, based on information provided by Petitioner.  Respondent’s Exhibit 2 is the same as Exhibit 1, 
but is for 2000.  Respondent’s Exhibit 4 is a form letter sent to oil and gas operators in 2001.  
Respondent’s Exhibit 5 is a letter dated August 10, 2000 to K.P. Kauffman exchanging information 
on five accounts in which there were questions regarding the value.  Respondent’s Exhibit 6 is a 
comparison of Petitioner to other operators in Weld County, showing median and average prices for 
oil and gas.  The DPT procedures recommend analyzing the reporting data.  Wellhead and netback 
should be very close to the same value; the netback expenses should get you back to a wellhead 
price.  Respondent’s Exhibit 8 contains images of all of the files of Petitioner’s properties. 
 
 33. Mr. Woodruff testified that the assessor’s office recommended denial of Petitioner’s 
abatement petitions.  They recommended denial of all abatements based on wellhead price filings.   
 
 34. In cross-examination, Mr. Woodruff testified that, to the best of his knowledge, there 
are no sales at the wellhead in Weld County.  The DPT procedures allow deductions of downstream 
expenses.  When the subject abatement petitions were filed, the calculations for the request showing 
expenses were attached.   
 
 35. Mr. Woodruff admitted that for 2000 and 2001, if Petitioner had filed as a netback 
and had shown the attached expenses, the Weld County assessor’s office would have allowed the 
deductions.  They are not disputing the procedures of the DPT.  Their practice is that they will use 
the attached expenses to value the property.   
 
 36. Mr. Woodruff testified that the only issue is whether a taxpayer may file an 
abatement petition when they originally reported wellhead prices.  Prior to 2002, Weld County did 
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not take the position that wellhead filers could not file abatements.  He participated in the change of 
policy in the assessor’s office and with the Board of County Commissioners and the County 
Attorney.  They did not contact the DPT regarding their position.  The Weld County assessor’s 
office audits some oil and gas taxpayer filings.  He is not sure how the companies are defining 
wellhead.  Respondent’s Exhibit 4 is the letter that was sent to taxpayers to make them aware of their 
responsibility regarding their filings; it does not say that they will be precluded from filing an 
abatement petition.  Referring to Respondent’s Exhibit 6, Mr. Woodruff admitted that the actual 
wellhead prices are all higher than netback prices. 
 
 37. Under redirect, Mr. Woodruff testified that the notice precluding abatement is on the 
declaration form itself.  If Petitioner had filed a netback form, they would have allowed deductions, 
as shown in the DPT procedures.   
 
 38. Under re-cross, Mr. Woodruff testified that, if the Board finds that Petitioner can seek 
a refund, he would recommend an approval of the petitions.  
 
 39. Respondent assigned an actual value of $4,045,280.00 to the subject properties for tax 
year 2001, and $9,175,590.00 to the subject properties for tax year 2001. 
 
 
CONCLUSIONS: 
 
 1. Petitioner presented sufficient probative evidence and testimony to prove that the 
valuations of the subject properties for tax years 2000 and 2001 were incorrect. 
 
 2. In this case, the only issue being contended is whether Petitioner can file for an 
abatement due to its reporting error.  Though there was extensive testimony and evidence presented 
regarding Petitioner’s expense deductions and the method in which the deductions were determined, 
ultimately, Respondent’s witness, Mr. Chris Woodruff, admitted that if Petitioner had filed under the 
netback method rather than checking the wellhead price method on the declaration form, he would 
have allowed the submitted expense deductions.  Mr. Woodruff testified that the only issue is 
whether taxpayers may file an abatement petition when they originally reported as wellhead prices.   
 
 3. Petitioner’s expert witness, Mr. Bill Hyde, testified that he had reviewed many 
abatement petitions where the wellhead price was originally checked and later an abatement was 
filed based on deductions of expenses under the netback methodology.  An example was the 
petitions contained in Petitioner’s Exhibit G (these petitions were filed for tax year 1999 by other 
companies for oil and/or gas wells located in Weld County and were approved by the PTA).  Mr. 
Hyde testified that marking the methodology on the declaration form as a wellhead price would not 
preclude the processing of an abatement petition.  
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 4. Respondent pleads that Petitioner’s abatement petitions are not allowable, as only 
personal property filers may apply for an abatement due to their reporting errors; real property 
owners cannot.  
 
 5. The Board recognizes that the subject properties’ valuation information is filed using 
a combined personal and real property declaration form.  However, the subject properties are real 
property, not personal property, and personal property restrictions regarding abatement filings do not 
apply.  Real property owners can file for abatements due to overvaluation, regardless of whose error 
caused the overvaluation, so long as a previous protest has not been filed and the petitions were 
timely filed.  It is not disputed that the subject properties’ abatement petitions were timely filed and 
no evidence was presented to show that a previous protest was filed for any of the schedules for the 
tax years involved in this case.  The Board finds that the subject properties were overvalued due to 
the omission of allowable expenses and abatement petitions may be filed to correct the 
overvaluation, even though the overvaluation was caused by Petitioner’s self-reporting error. 
 
 6. The Board notes that the Weld County Board of Commissioners has previously 
allowed and approved the filing of abatement petitions for oil and/or gas properties due to incorrect 
reporting/failure to deduct allowable expenses.  The Board finds no evidence in statute or in DPT 
procedures supporting Weld County’s change in abatement approval procedure. 
 
 7. The Board concluded that the 2000 actual value of the subject properties should be 
reduced to $2,973,810.00 and that the 2001 actual value of the subject properties should be reduced 
to $7,479,630.00. 
 
 
ORDER: 
 

Respondent is ordered to cause an abatement/refund to Petitioner, based on a 2000 actual 
value for the subject properties of $2,973,810.00, and a 2001 actual value for the subject properties 
of $7,479,630.00. 
 

The Weld County Assessor is directed to change his records accordingly. 
 
 
APPEAL: 
 

Petitioner may petition the Court of Appeals for judicial review within 45 days from the date 
of this decision. 
 
 In addition, if the decision of the Board is against the Respondent, the Respondent may 
petition the Court of Appeals for judicial review of alleged procedural errors or errors of law when 
the Respondent alleges procedural errors or errors of law by the Board of Assessment Appeals. 
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