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IN THE CIRCUIT COURT OF TYLER COUNTY, WEST VIRGINIA
ANTERO RESOURCES CORPORATION,

iPetitioner,

v, r ; Civil Action No. 16-AA-1
THE HONORABLE MARK W. MATKOVICH,

West Virginia State Tax Commissioner, FILED

THE HONORABLE JACKSON L. HAYES,

Assessor of Tyler County, DEC 212816

THE COUNTY COMMISSION OF TYLER COUNTY,
. Candy L. Wamer

Tyler Co, Circul Clatk

Respondents.
ANSWER OF
‘WEST VIRGINIA STATE TAX DEPARTMENT
TO COMPLAINT

COME‘.rS NOW Mark W. Matkovich, State Tax Commissioner of the State of West
Virginia and The Honorable Jackson L. Mayes Assessor of Tyler Couuty, (hersinafter,
collectively rzf_%md to as “Tax CMissionw" or “Tax Department™), by counsel, in order to
Answer the Ca;'zp!ainr filed in this matter and states as folows. The Complaint was filed with
the Circuit Co;n of Tylér County on or about December 2, 2016 and served on the Tax
Dgpartmcnt on -'gr abouf December 6, 2016,

" ANS LAINT

The pafh':graphs in the Complaint are not individually numbered a3 required pursuant to

the Rulag of Cilyil Procedurs; nevertheless, the ;I'ax Deparment w":ill respond to the Complaint ag

if the pamgrapﬂs were numbered as required.
&
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L. j"JI;‘ha Tax Department admits the allegations set forth in Paragraph 1 of the
Complaint,

2. j_li’a:agmph 2 of the Complaint summarizes the law and mechanical procedures
regarding the \_.qaluation of property for ad valorem tax purposes. No response is required. To
the extent that é respoﬁse may be applicable, the Tax Department denies that it failed to correctly
value rthe PCtE‘tioner’s property for tax purposes an'd‘ states that legal conclusions will be
determined hy'.?.'*the Court., Furthermore, the procedures applied by the Tax Department are set
forth in the testimony of Cindi Hoover, Senior Appraiser, as recorded in the transeript of the
October 2016 hcarmg

3. :..‘The. Tax Departmest states that sentence 1 of Paragraph 3 of the Compiaint
generally sum%wﬁzes the Jaw and mechanical procedures regarding the valuation of property for
ad valorem ta.x purposes. No response is required. The Tax Department admits that in prior
years it invit;d texpayers to submit actual operating expenses per well for review and
consideration by the Property Tax Division a3 alleged in the first part of semtlence 2 of Paragraph,
3. The Tax D.;apa:tInent lacks sufficient information to form an opinion with regards to the truth
or falsity of Fhe. remaining allegations in of sentence 2; consequently, those allegations are
denied. The Tax Depattment states that the applicable legislative rules do not authorize the Tax
Department to utilize statewide allocated opersting expenses for individual taxpayers ag
demanded byi Antero Resources Corporation (hereinafier referred to as “Antero™); furthexmore,
Antero has fﬁdcd to cite any statutory authority for the use of statewide allocated operating
expenges for mdmdual taxpayers a3 demanded by the Taxpayer. The Tax Department ndmits
that Adm:msti\‘atwe Notice 2016-08 doss not invite taxpayers 10 submit actual operating expenses

per well for réview and consideration by the Property Tax Division as in prior years as alleged in

(M I4145T, 1) M 2
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the first part qf sentence 3 of Parapraph 3. The Tax Department denies that Antero submitted
actual operatin:'ig expenses per well for review and consideration as allaged in sentence 4 of
Paragraph 3. 'IEPc Tax Department states that Administrative Notice 2016-08 complies with the
applicable sta':e law and legislarlr.ivc. fules contrary to the remaining allegations set forth in
sentence 4 of Euagrapﬁ 3. The Tax Department denjes the remaining allegations set forth in
Paragraph 3 oij;‘”:he Complaint. To the extent that a further response may be applicable, the Tax
Deparmment délz‘aies that it fajled to correctly value the Petitioner's property for tax purposes and
States that lega.:llconclusions will be determined by the Court,

4. ;;'}Thc Tax Department dcnies that Antero provided actual operating expenses per
well us aﬂegg:'gl in Paragraph 4 of the Complaint. The Tax Department lecks sufficient
informetion ro';detenhinc the truth or falsity of the remaining allegations sst forth in the first
sentence of P;ii;agraph 4 of the Complaint regarding the basis on which Antero calculated
operating expe_%;ses; conscquently, those allegations are denied. The Tax Department admits that
the valuation fbr the 2016 TY is based on the 2014 CY income data as alleged in the last
sentence of Pa;}agraph 4 of the Complaint. The Tax Department denies the remaining allegations
set forth in scc_;;::md sentence of Peragraph 4 of the Complain:.

5. l“he Tax Departmert denies allegations set forth in sentence 1 of Paragraph 5 of
the Corr;plafnr.'_fj The Tax Department lacks sufficient information to determine the truth or falsity
of the allegatioil};s st forth in sentences 2, 3, and 4 of Paragraph 5, of the Complaint regarding the
basis on wh:‘chjﬁ.ntcro calculated operating expenses; consequently, those allegations are denied,
The Tax Depa?mcnt states that the expenses for calcnlating the value of operating oil and gas
wells are set fort.h in the administrative notices and other supporting documents as alleged in

L

sentence S of ‘Paragraph § of the Comploint, The Tax Department further states that the
et i .
i .
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administrative; not:ces and other documents from the Tax Department speek for themselves; the
Tax Depar:ment objects to any attemprs to characterize thc supporting documentation issned by
the Tax Depamnent The Tax Department denies the remaining allegations set forth in sentence
5 of Pa.ragmph 5 of the Complaint. The Tax Department denies allegations sct forth j in sentences
6, 7,and & of Pa:agraph 5 of the Complain..

6. Tha Tax Depertment admits that Antero appeared at a Board of Assessment
Appeals hean‘nl'lg in October 2016, presented a report from Altus group, and that the BAA made
no changes to{-}l‘he Tex Department’s valuation as alleged in Paragraph 6 of the Complaint,
However, the Tax Department denies that Antero presented clear and convincing to support its
profest, that A;;mero provided actual opersting expenses for each well, and the remaining
allegations set 5fprth in Paragraph 6 of the Complan:. |

7. ';I"he Tex Departmont lacks sufficient infum:'ation to determine whether the appeal
before the Ciréui‘t Court of Tyler County was filed timely; consequently, that allegation is
denied, The Tax Department denies the remaining allegations set forth in Paragraph 7 of the
Complaint, . |

3. The Tax Department admits the allegations set forth in Paragraph 8 of the.
Complaint. ! | |

9. . The Tax Department denies that the eXpense survey was inaceurate or incomplete
in any manner as alleged in Paragraph 9 of the Complaint. The Tax Department further denies
that jt has val:mg]d Amero's opcratmg gas wells erroneously in 2ny meonet under the laws of this
Seate as aﬂegéa in Paragraph 9 of the Complain. The Tax Department lacks sufficient
information to dctmmne the trutht or falsity of the remaining allegations set forth Paragraph 9 of

the C’omplaznt consequcntly, those allegations are denied.

i
. i
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10. El'he Tax Department demies that Antero provided actual operating expenses for
each of the sxx gas wells being challenged in Tyler County as alleged in Paragraph 10 of the
Complaint, The Tax Depertment denies that it is suthorized by statute or legislative rule to use
actual operatmg expenses for each well for individual taxpayers in valuing the property instead
of the “average;annual inciustry operating expenses” required pursuant to W.Va. St. R, §110-1J-
4.3 us-alleged in Paragraph 10 of the Complaint; the Tax Department demands strict proof
thereof. The Tax Departmen demies that is has erroneonsly valued Amterg’s gas wells under the
gpplicable law:i{jof this State ag alleged in Paragraph 10 of the Complaint. The Tax Department
admits that it d1d not change the expenses used to value Antera’s property and that it wtilized the
“average annual industry operating expenses” required pursuant to W.Va, St R, § 110-1]-4.3 as
alleged in the Ié’st seﬁtence of Paragraph 10 of the Complaint.

i1, éa:agraph 11 of the Complaint summarizes some of the hcchanical Procedures
regarding the ‘{;Juation of property for ad valorem tax purposes. No response is required. To
the extent thar ; response may be applicable, the Tax Department denies that it failed to correctly
value the Petisioncr’s property for tax purposes and states that legal conclusions will be
determined by ﬂl'ae Caurt,

X

12, l'he Tax Dep;artment admits that i prior years the Tax Department stated in the

administrative :-fiotices that it would consider, and possibly use, the actual vperating expenges

i
3

from individua} producers in the valuation of the property as alleged in the first sentence of

Paragraph 11 of the Complaint. The Tax Departmem denias that it is authotized by statute or
legislative rule to use actual operating expenses per well for individual taxpayers in valuing the
property mstcad of the “average annual industry operating expenses” required pursuant to W,Va,

1
3t. R. § 110-1J4.3 as alleged in Paragraph 10 of the Complaint: the Tax Department demands

{MOl41450. 1] " 5
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strict proof thé:eoﬂ The Tax Department denies that Antero has submitted the actual operating
expenses for f};‘éch of the gas wells being chellenged in Tyler County as alleged in the second
sentence of Px;li;agmph 12 of the Complaint.

!'IHHIﬁ-'Fll_;*#i#:k'*t*.#ﬂuinllql\H-l#lltlr*?*m***####**tt*mn*x*mwtam**&**;*m&***tmm**t*

13, The Tax Department states that the proper expense deductions for valuing
operating oil a.nd gas wells are set forth in the administrative notices and ather supporting
documentation issued by the Tax Department 23 slleged in Peragraph 13 of the Complajnt. The
Tax Dcpmmcfn further states that the administrative notices and other documents from the Tax
Department spcak for themselves; the Tax Department objects to any attempts to characterize the
supporting docmnen:ahon issued by the Tax Department, The Tax Department denies that
Antero has prbven that the actual operating expenses for each of the six of gas weils being
challengcd in Tyler County is $684,000 as alleged In the second sentence of Paragraph 13 of the
Complaint. Thg Tax Department denics that Antero has submitted the actual operating expenses
for each of T.he six of gas wells being challenged in Tyler County as alleged in the second
sentence of Parag-raph 13 of the Complaint. The Tax Department denies thar it has valued
Antero’s gas wals erroneously in any manner as alleged in the third sentence of Paragraph 13 of
the' Complaint,':i: The Tax Department admits the allegations set forth in the fourth sentence of
Paragraph 13 of the Complaint, The Tax Department deties the remazining allegations set forth
in Paragraph 13I of the Complaint.

14, I“i‘he Tax Department admits the allegarions set forth in Paragraph 14 of the
Complaint.

15 ;i;hc Tax Dcpa:tment denies that it failed to support the refusal to accept Antero's

¢

proffered al]oci{fi:tcd cxpenses with credible evidence as alleged in the first part of sentence 1 of
M
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paragraph 15, Furthermore, the Tax Department admits that it would be impractical and
expensive for :fhc Tax Department to review the actual expenses for individual wells for every
taxpayer throﬁ:;ghout the State and admits that the procedures utilized by.the State Tax
Deparmment are in alignment with the legislative mies and the law as alleged in the remaining
portion of par'éigraph I5. The Tax Department denies that Antero has submitted the actial
operating expe;nscs for cach of the six gas wells being challenged in Tyler County as alleged
Paragraph 15 61’ the Complaint, The Tax Department firther denies that it has velued Antero’s
gas wellg crror:[‘eously in any manner as alleged in Paragraph [ 5 of the Camplai“m.

16. -.%I‘he Tax Department admits that Elizabeth Burg, of Altus, testified on behalf of
Antero at the Board of Assessment Appeals hearing in October 2016, as alleged in Paragreph 16
of the Complamt The Tax Department lacks sufficient information to determine the truth or
falgity of the® allega.uons that charts and documentation were sdmitted into the record as
Petitioner's Exhxb:ts 4,6 8,9, and 10 as alleged in Paragraph 16 of the Complains;
consequently, ::Lhosc allcgations are denied’. The Tax Department denies the rémainjn.g
allegations sct-;;orth jn Paragraph 16 of the Carr'zpla!nt

17. The Tax Department admits that Antero presented testimony from Altus, a !
consultmg company, at the Board of Assessmant Appea] bearing in October 2016 as elleged in
Paragraph {7 qf the Complaint, The Tax Department denies that Antero has submitted the actnal

operating expehses for each of the six gas wells being challenged in Tyler Colunty a5 alleged

Paragreph 17 of the Complaint, The Tax Dépa:hnent firther denies that It has valued Antero’s
gas wells erroﬁcously in any manner as alleged in Paragraph 17 of the Complaint. The Tax
Depaﬂmént deﬁies the mma.mmg allegations set forth in Peragraph 17 of the Complaint,

' Ses Pa.ragraph 20 of the Complaint regarding the fact that the record was not been fled with the Clrcult Court ar
the time the pctmon for appes] was filed,

[Mttrarnsn, 1) u" ' 7
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18, E:The Tax Department adrmits the allegations set forth in the first two sentences of
Paragraph 18 ;f the Complaint, The Tax Department admits that Mr. Hardeq testified Tegarding
the decline rate and operating expenses for the Antaro wolls as alleged in the third sentence of
Paragraph IE?: the Tex Department denies that Mr, Harden's testimony demonstrates that
Antero’s gas wells have been valued incorrectly under West Virginia law. The Tax Department
admits the sllegasions set forthin the fourth sentence of Paragraph 18 of the Complaint,

19. ‘T.'The Tax Department admits that Altus proposed “an alternate approach” to
valuing Antcf'b’s gas wells in Tyler County as alleged in Paragraph 19 of the Complaint. The
Tax Depa.mnént denies that the “an alternate approach™ advocated by Antero is authorized nnder
the legislaﬁvé.:‘rule and the applicable statutes as alleged in Paragraph 19 of the Complairt; the
Tax Depa:hngi-nt demands strict proof thereof. The Tax Department furiher denes that it valued
Antero’s opeji:éting ga's‘ wells erroneonsly in any manner as alleged in Paragraph 19 of the
Complaint.

20. “'M'I‘he Tax Department lacks sufficient information to form an opinion with regards
to the truth O:I:_"J falsity of the allegarions that the complete record will be fled with the Clrouit
Court of Tyler County timely &s required by law and allcged in the third sentence of Paragraph
20 of the Con;inlaint; consequently, those allegations are denied. The Tax Department admits the
rernaining a.u;_gations set forth in Paregraph 20 of the Complaint.

21 , The Tax 'Dcpélr'iment admits that the Board of Assessment Appeals affirmed the
Tax Dcpa:un;m’s valuation of the gas wells by an order and that Antero appealed the decision to
the Cirouit C"ourt of Tyler County as nlleged in Paragraph 2] of the Cohplainr. The Tax
Department 1;61(5 sufficient information 1o form an opinion with regards to the truth or falsity of

the remaizﬁng’,‘allegaﬁons in Paragraph 21; consequently, those allegations are demied.

| MaYa1a5n,H B ' ]




" @5/19/2017

13:52 3a47584808 CIRCUIT CLERK

12/21/2016 10:39 FAI:3045562525 ATTORNEY GENERAL @o1t

22, Pa:agz'aph 22 of the Complaint summarizes the jaw regarding the valuation of
property for ad valorem tax purposes. No response i§ required. To the extent that a response
may be apphcable the Tax Departmern denies that it failed 10 correctly value the Patitioner's
property for tax purposes and states that legal conclusions will be detsrmined by the Court,

23, Pa.ragraph 23 of the Complaint summarizes the law and legistative rule regarding
the valuation of property for ad valorem tax purposes. No response is required. To the extent
that a response may be applicable, the Tax Department denices that it failed to correctly vaiue the
Petitioner's pmperty for tax purposes and states that legal conclusions will be determined by the
Court,

24, '.:tParagraph 24 of the Compiaint summarizes the law and mechanical pracedures
regarding the valuatxon of property for ad vaiorem tax purposes, No respouse is required. To
the extent that A response may be applicable, the Tax Department denies that it failed to correctly
value the Pet:tmnec § property for tex purposes and states that legal conclusions will be
determined by the Couxt,

25, The Tax Departrosnt denies the allegations set forth in the firet sentence of
Paragraph 25 of the Complaint; the Tax Department states that the Taxpayers have failed to cite
any statutory authonty or legislative rule requmrng the use of an individual taxpayer's actual
operating expenses in calculating the value of ges wells and demands strict proof thereof. The
Tax Department denies that Antero presented acrual operating expenses for each well under
protest and tha; the information provided by Antero is the type of information contemplated by
the legislative m]e as alleged in the last sontence of Paregraph 25. The reraining allegarions st

forth in Paragraph 25 of the Complaint summarize the law and mechanical procedures regarding

the valuation of property for ad walorem tax Purposes. No response is required. ' To the extent

oy
{Mota lasy, 1 o 9
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that a response may be applicable, the Tax Department denies that it failed to correctly valye the

Petitioner’s prc__;berty for tax purpeses and states that legal conclusions will be determined by the

Court, ‘

26, J?a:agraph 26 of the Compluainr summarizes ths law regarding the burden of proof
for taxpayers cﬁallenging the valuation of property and the record to be reviewed in circuit court
for the valuation of property for ad valorem tax purposes, No -l'BS‘ponSE is required. To the
extent that a ru%ponse may be applicable, the Tax Department denies that it failed to correctly
value the Petitioner's property for tax purposes and states that legal conclusions will be
determined by Ti.'?le Court.

27, 'f'he Tax Department denies the allegations set forth in the first sentence of
Paragrﬁph 27 of the Complains. The remainder of Paragraph 27 recites Antero's prayer for
relief. No fesénnse is necessary. To the extemt that a TOSponse may be applicable;,'the Tax
Department dm;x_ics that any relief is warranted in this cage.

28, Thc Tax Department denies that it has discretion to select the appraisal
methodology fx;;r operating oil and natural gas wells as alleged in Paragraph 28 of the Complaint,
Accordinlg to the appﬁcaﬁlc legisiative rules, the value of oil and natursi gas p:'odue.i:lér
proﬁuﬁeé “...shall be determined through the process of applying a yield capitalization model to
the net recciptsgz..;” See W. Va. 8t R. § 110-1J-4.1, The Tax Departmerit is requi'red to use the
income apprca:'%‘-h to value for operating oi} and gas wells under the legislative rule. The Tax
Department ﬁl;lther de;Jies that it failed to cotrectly ﬁpply the yield capitalization model 10

2 o : ' .
Petitioner™s ptdperty for tax purpeses and states that legal conclusions will be determined by the

Court,

I
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29. The Tax Dapartment denies the ailegations set forth in Paragraph 29 of the

Complaint, :

"

30, lThe Tax Department denies the allegations set forth in the first rwo sentences of
Paragraph 30 tié;i"thc Complaint, |

3 I'I'hc Tax Depanment denies every allegation i the Complaint which has not heen
specifically adjfliaimd,

1' ARFIE /E DEFENSE ER 1

32, ;:Antcro has failed to cite any statutory authority requiring the Tax Departrnant to
use the actual .}c_:pemting expenses for an individual taxpayer in valuing the operating oil and gas
wells under p?otest for ad valorem tax purposes in a mass appraisal environment, The Tax

Department demands strict proof thereof.

AFFIRMATIVE DEFENSE NUMBER 2

32. thern Ges has failed to provide the acual operating expense§ per well for the aix

gas wells under pratest, Antero has simply provided the erithmetic average of its statewide
¥
expenses allocated to gas wells,

AFFIRMATIVE DEFENSE NUMBER 3

33, +The appiicabie legislative rule states:

£
4.3. Average industry operating expenses. ~ The Tax Commissioner shall every
five (5) years, determine the average ennual industry operating expenses per wel],
The average annual industry operating expenscs shall be deducted from
workiug imterest gross receipts 1o develop an income siream for application of a
yield cla'pitalizaﬁon procedure.

W. Va, St R.g‘;;§ 110-1J+4.3 (emphasis added). The Tax Department has correctly valued the

operating gas well as required under the applicable legislative rules.

A

{MRM 1881 : 11
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WHﬁREFORE, State Tax Commissioner and the Honorable Jackson L. Hayes, Assessor
of Tyler Coﬁnty, pray the Honorable Court DISMISS the Complaint with prejudice and for such
additional rehef as the Court deems just and proper.

Respectfuily submitted,

MARK W, MATKOVICH,

STATE TAX COMMISSIONER,

OF WEST VIRGINIA, HONORABLE
& JACKSON L. HAYES, ASSESSOR OF
; TYLER COUNTY .

By counse],

PATRICK MORRISEY
ATTORNEY. GENERAL

ASSISTANT ATTORNEY GENERAL
1900 Kanawha Boulevard, East
Building I, Room W-435

Charleston, West Virginia 25305
304-558-2522

a
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IN THE CIRCUIT COURT OF TYLER COUNTY, WEST VIRGINIA

ANTERO RESOURCES CORPORATION,
'.T Petitioner,

V. _ Civil Action No. 16-AA-1

THE HONORABLE MARK W. MATKOVICH,

West Virginia State Tax Commissioner,

THE HONORABLE JACKSON L: HAYES,

Assessor of Tyler County,

THE COUNTY COMMISSION OF TYLER COUNTY,
" Respondents,

CERTIFICATE OF SERVICE

I, L..Wayne Williams, Assistant Attorney General, do hereby certify.that the foregoing
“Answer of l_%sr Virginia State Tax Department to Complaint” was served upon the following by
depositing a copy of the same in the United States Mat], via first-class postage prepaid, this 21*

day of Deccpﬁber, 2016, addreesed as follows:

Craig A. Griffith, Esq. D. Luke Furbee, Esq.

John,I. Meadows, Esq. Prosecuting Antomey of Tyler County
Steptoe & Johnson, PLLC _ P.O. Box 125

P.0.Box 1588 ‘ Middieboume, WV 26149

Chezleston, WV 25326-1588 Counsel for Tyler County Commission
Counsel for Petitioner

L.WAYNE WILLLAMS
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