
6 REASONS TO INVEST
IN OIL & GAS IN THE 2022 TAX SEASON

During a period of rising interest rates, investors look for stable opportunities. In the current volatile economic 
environment, capital markets, real estate, and cryptocurrency aren’t as attractive. Bank accounts, money markets, 
and certificates of deposits (CDs) are likewise being eroded by inflation.

Oil and gas, on the other hand, offers a stable alternative. Prices, while dipping from recent peaks, remain high. As 
geopolitical crisis predominates in Europe, and as production uncertainty persists among OPEC nations, U.S. oil and 
gas production and prices are expected to surge this winter and beyond. Petroleum continues to be a driving force in 
the U.S. economy, and demand will endure and even grow for several decades.

Investing in an oil and gas project can offer unique tax benefits, including significant tax write-offs, 
consistent cash flow, and a great ROI. Here are six tax benefits you’ll want to take advantage of for the 
2022 tax year:

Invest now before this year’s tax season ends – and reap the benefits of current tax 
breaks for oil and gas investors.

Intangible drilling costs (IDCs) are drilling expenses related to labor, fuel, 
chemicals, hauling, and similar items. IDCs usually represent 70% to 85% of 
the cost of a well. And they can be deducted 100% against taxable income in 
the first year.

For example, if you invested $100,000 today in a project that had 85% of its 
costs in IDCs, you could elect to deduct $85,000 from your taxable income 
for 2022. If you’re in the top 39.6% federal tax bracket, the deduction could 
save you about $29,750 in federal income taxes.

IDC deductions are available in the year the money was invested, even if the 
well doesn’t start drilling till March 31 of the following year. To learn about 
immediate drilling opportunities with Wheeler Resource Recovery for 2022 
tax deductions, follow this link.

THERE’S A 100% TAX WRITE-OFF 
FOR INTANGIBLE DRILLING COSTS 
WITH A DIRECT INVESTMENT IN 
OIL AND GAS
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Oil and gas drilling equipment such as casing, pump jacks, and wellheads are 
considered tangible drilling costs (TDCs). For the $100,000 invested in the 
example above, the remaining $15,000 (15% of the cost of the well) would be 
classified as TDCs.

TANGIBLE DRILLING COSTS ARE 
CAPITALIZED AND DEPRECIATED 
OVER A SEVEN-YEAR PERIOD
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Intangible completion costs (ICCs) are generally related to non-salvageable 
goods and services such as labor, completion materials, completion rig time, 
fluids, and related items. ICCs usually amount to about 15% of the total well 
cost and provide a great tax benefit.

INTANGIBLE COMPLETION COSTS ARE 
DEDUCTIBLE IN THE YEAR THEY’RE 
INCURRED
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Although services and materials used during drilling offer no salvage value, 
equipment used in the completion and production of a well is generally 
salvageable. These items are usually depreciated over a seven-year period 
using the modified accelerated cost recovery system (MACRS). Equipment in 
this category includes casing, tanks, wellheads and trees, pumping units, and 
similar items. Equipment and tangible completion expenses generally 
account for 25% to 40% of the total well cost.

OIL AND GAS ASSETS DEPRECIATE 
OVER A SEVEN-YEAR PERIOD4

https://www.pbs.org/newshour/economy/opec-considers-cutting-oil-production-to-pump-up-prices
https://wheelerresourcerecovery.com/faqs/


Once an oil or gas well is in production, the working interest owners in the 
well are allowed to shelter some of the gross income derived from the sale 
of the oil and/or gas through a depletion deduction.

Two types of depletion are available: cost and statutory. Cost depletion is 
calculated on the relationship between current production as a percentage 
of total recoverable reserves. Statutory depletion (also called percentage 
depletion) is subject to several qualifications and limitations. Either type of 
deduction will generally shelter 15% of the well’s annual production from 
income tax, resulting in a substantial tax savings.

THE OIL AND GAS DEPLETION 
ALLOWANCE PERMITS YOU TO 
SHELTER 15% OF A WELL’S ANNUAL 
PRODUCTION FROM INCOME TAX
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Operational costs such as electricity, labor, and chemicals used to keep a 
well in operation are treated as any business-expense deduction. The tax 
benefits from oil and gas production have historically triggered potential 
taxation under the alternative minimum tax (AMT). However, Congress 
provided some tax relief in the early 1990s for independent producers, 
defined as an individual or company with production of 1,000 barrels per 
day or less. Although there’s still the potential for AMT taxation for excess 
IDCs, statutory depletion is no longer considered a preference item.

About Wheeler Resource Recovery:

Wheeler Resource Recovery is a leader in secondary oil recovery and is based in 

Benbrook, Texas. Since 1932, Wheeler has used its five-spot water recovery 

process to extract oil at a lower cost and lower risk than primarily oil recovery. 

The principals of Wheeler Resource Recovery, Kevin K. Thibeau and J.P. Bolton, 

have over 50 years of oil and gas and financial experience between them and 

continue to operate successful oil recovery projects by partnering with 

accredited investors throughout the United States.

Disclaimer:

The above general discussion is provided for background information only. This 

information is not intended to be individual advice. Prospective participants 

should consult with their personal tax professional regarding the applicability 

and effect of any and all benefits for their own personal tax situation. In 

addition, tax laws change from time to time and there is no guarantee regarding 

the interpretation of any tax laws. For more information, visit www.irs.gov.

Investing in an oil and gas project can be low risk and high reward. Of course, investors should evaluate any investment carefully 
and approach any opportunity with caution. But now is an opportune time to invest in a tangible asset that offers many tax 
benefits. And in the current political climate, tax advantages that apply the year the money is invested might no longer be 
available in 2023. That’s why investing in oil and gas should be on your financial to-do list during the 2022 tax season.

LEASE OPERATING EXPENSES ARE 
DEDUCTIBLE IN THE YEAR THEY’RE 
INCURRED WITHOUT ALTERNATIVE 
MINIMUM TAX CONSEQUENCES

NEXT STEPS:
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To find out whether investing in oil and gas is right for you, contact us now at 
1-682-703-0880 or info@wrsrc.com for a free consultation.

Or, follow this link to fill out our simple Contact form.

https://wheelerresourcerecovery.com/contact-us/



