
In a previous newsletter the advantages of 
investing in oil and gas were discussed in 
brief detail. About one year later, those  
advantages are still relevant and in this 
newsletter they will be explored in further 
detail. 

The advantages previously listed were a 
quick return on investment, many years of 
cash flow, minimal influence by the ups 
and downs of the economy and several 
tax advantages not available with other 
investments. 

First let’s look at return on investment. A 
return of your investment in oil and gas 
can happen very quickly when compared 
to other types of investments. 

Revenue comes from the sale of oil and 
gas and checks can begin within 60 to 90 
days of a well hitting. The payback of the 
initial funds invested are typically within 
two to four years. 

This can be considered a fast return on 
investment, especially when compared to 
other types of investments which generally 
take five to ten years to get your initial 
money back and begin making a profit. 

A second advantage would be the many 
years of cash flow that an investment in oil 
and gas can provide. 

A big attraction to investing in oil and gas 
is the long term revenue stream. Investing 
in oil and gas can pay out  up to forty 

years, although it is typically fifteen to 
thirty years. A good producing well can 
provide several years of cash flow. 

Next let’s take a look at how investment in 
oil and gas is influenced by the economy. 
In general, investing in oil and gas is less 
dependent on the economy or the ups and 
downs of interest rates when compared to 
traditional investments such as stocks and 
bonds. Due to this fact, investing in oil and 
gas can protect your capital in the event of 
a downturn in the economy. This is can be  
especially true if the downturn is a result of 
an oil and gas shortage. 

When the U.S. dollar goes down in value, 
oil and gas prices go up just like gold. The 
consumer demand for commodities such 
as oil and gas will slightly decrease during 
an inflationary period but he change is 
minimal and it will never go away. It is a 
good time for oil and gas speculators in 
the present day because the demand is 
steadily rising in developing countries. 

Finally let’s consider the tax advantages 
when investing in oil and gas. According to 
Newsweek, drilling for oil and gas offers 
the best tax advantages of any investment 
out there. 

One benefit is a deduction for Intangible 
Drilling Costs. IDCs would be a drilling 
project’s costs of fuel, drilling fluids, labor, 
drilling rig time and anything else besides 
the actual drilling equipment. IDCs usually 
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represent 60 to 80 percent of the well cost 
and are 100% deductible in the first year. 

Tangible drilling costs or TDCs are the 
costs of the drilling equipment itself. These 
are items such as the wellheads. The 
money that you invest in TDCs becomes 
capital that is depreciated over a period of 
seven years. TDCs typically make up 20 to 
40 percent of the total well cost. 

Another type of  tax credit for oil and gas 
investors are the congressional incentives 
to encourage the domestic development of 
oil and gas. One of these incentives is the 
Enhanced Oil Recovery Credit. The EORC 
is a credit applied to certain project costs 
incurred to enhance a well’s oil and  gas 
production. This credit will cover up to 
15% of the costs incurred to enhance the 
production of domestic oil and gas. 

The “Small Producers Exemption” is a 
second incentive that allows 15% of the 
gross income generated from an oil and 
gas producing property to be tax-free. 

There are several other costs of oil and 
gas drilling projects that are deductable. 
Lease costs, administrative accounting, 
sales expenses, legal expenses, and 
lease operating costs are all tax deductible 
through cost depletion. 

Now let’s take a look at the two types of 
income referred to as Active and Passive. 
Active income is the income that comes 
from our active efforts to earn money. An 
example would be working at some sort of 
a traditional job requiring some effort. The 
other type, known as passive income, is 
earned when you put your money to work 
for you. It can be also considered passive 

income if the income is received from any 
activities that you do for a short time, such 
as set up of a website, but requires very 
little effort to maintain the flow of income. 

It is stated in the Tax Code that a working 
interest in an oil and gas well is not a 
“passive” activity. This means several tax 
deductions can be offset against income 
from active stock trades, business income, 
salaries and other items involving an oil 
and gas well. 

In summary, the advantages of investing 
in oil and gas are substantial. Quick return 
on investment, many years of cash flow, 
minimal influence by the ups and downs of 
the economy and several tax advantages 
are all evidence of this fact. 

If you are looking for straight debt, equity 
participation or a debt/equity combination 
for an oil and gas project, we can help get 
your project funded. 

Contact Primeau Funding today for your 
oil and gas project funding needs. 
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Effective Loan Package 
 
Here are some key factors involved when 
submitting your loan package to Primeau 
Funding. There are just three documents 
we are interested in reviewing before we 
can provide you with our level of interest: 
 
1.  Loan Profile:  
Completing this form will provide us with a 
lot of key information about your funding 
request. (Not applicable for Wind Energy or 
Oil and Gas) 
 
2.  Sources and Uses of Funds: 
This form provides us with information 
about equity in the deal. 
 
3.  Executive Summary: 
This will assist us with understanding your 
project in full detail.  
 

Oil and Gas, Wind Energy , Commercial  Real Estate 

Primeau Funding 
10575 N. 114th St. Suite 103 
Scottsdale, AZ 85259 
 

480-832-1616 
 

loans@primeaufunding.com 
 

www.primeaufunding.com 

Submitting an Executive Summary 

One to Three Pages (3 pages maximum) 
to include the following: 
 
State exactly what the project is. 
 
State a summary of the income for the 
stated project. 
 
State the background of the individuals. 
 
State the net worth of the individuals. 
 
State the amount of funds needed. 
 
State the amount of funds being furnished 
by the individuals. 

Funding Available for 

Non-U.S. Residents 

Primeau can provide financing 
for Non-U.S. residents. If you 
have a good project that needs 
funding but are not a resident 
of the United States, we can 
help. Contact us today if you 
are a Non-U.S. resident looking 

for funding. 

www.primeaufunding.com 
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