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Market Dynamics



Alternative and tactical strategies often have tax implications driven by: 
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Solution – Asset Location 

• 
• 
• 

• 
• 

• 
• 
• 



Sameer P. Sethi 
Sethi Petroleum LLC 



• Any cost that cannot be resold later! 
• Basically ALL the costs of drilling the well is  
   100% deductible off your current year taxes. 
• Even if the investment is made on Dec. 31st! 
• Example:  

o An individual investing $100,000 dollars in a drilling  
   program would be able to deduct approx.  
   $80,000 immediately because of the IDC.

Intangible Drilling Cost



• Any capital expenditure or asset that  
   could be resold later! 
• Tangible Drilling Costs are depreciated  
   according to standard depreciation rules. 
• 20% for the first year 
• Example:  

 o An individual investing $100,000 dollars in a  
   drilling program would be able to depreciate  
   approx. $20,000 for the TDC with your 1st year  
   write off of $4,000.

Tangible Drilling Cost
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