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Oil and Gas Production Tax Types 
• Conservation Mill Levy 

• Statewide Mill Levy Up - currently 1.1 

• Funds COGCC 

  

• Ad Valorem Tax 
• Location specific – includes School, County, Town, Special Districts…  

• Rate varies substantially by location 

 

• Severance Tax 
• 2%-5% rate based taxable revenue 

• Rate varies by owner  



Production Tax Determination 

• Based on wellhead revenues 
• Statutorily mandated and supported by court decision 

• Revenues are not the same as income 

 

• Wellhead Revenue - Netback Approach 



Netback Calculation 

• Revenue Received          $1,000 

• Subtract Netback Costs 

• Transportation Costs              (200) 

• Processing Costs                         (100) 

• Manufacturing Costs                   0     

 

• Wellhead Value             $700 
 

 



Ad Valorem Tax Calculation 



Ad Valorem Assessment 

 
 

 

7.2% 

87.5%!! 

29% 



Ad Valorem Tax Calculation 

      

 



Ad Valorem Tax Rate Example 

Adding just one almost doubles 

the tax rate 



Severance Tax Calculation 



Tax Payments 

• Conservation 
• Quarterly to the COGCC 

 

• Severance 
• 1% monthly withholding to Department of Revenue 

• In addition, many corporations make estimated severance tax 
payments 

 

• Ad Valorem 
• Annually in the year following assessment (2017 paid in 2018) 



Annual Reporting to Owners 

• Each owner is responsible for the filing of Colorado severance 

tax returns. 

 

 

• Annual Tax Form to Owners (DR21W) 

• Cash and Accrual basis information 

• Income, Stripper, Ad Valorem 

• Severance tax withheld 

 

 

 



Timing of Production Taxes 



Unique Issues with Production Taxes 
• Conservation 

 

• Ad Valorem 
• Assessed at 87.5% 

• Wide range of local tax rates (3% - 49%) 

• Growing number of overlapping special districts ( DJ Basin) 

 

• Severance 
• Tiered rate 2% - 5%  

• Timing of production taxes 

• High local rates 

 

 
 

 

 



Why should Colorado care? 

• Competition with other states/countries for 

investment 

 

• Major contributor to state’s economy (>$32B 

Annually) 

 

• Support of K-12 education through Ad Valorem 

Assessments ($ 200-500MM Annually) 

 
 

 



What’s Next? 

 

 


