
You can own an oil well right here in the United States. 
Not only does it offer the prospect of US energy 
independence, it also has the potential to provide 
tremendous tax advantages. In fact, savvy investors 
believe that oil and gas drilling funds may be the only real 
tax shelters left.

Investing in America pays off. Here’s why.

Believe it or not, Congress actually got it right. Because 
of a law that dates back a century, Oil and Gas 
exploration here in the US is encouraged, and the reward 
is that income from oil and gas working interests, if held 
directly or through a general partnership, generally is not 
classified as income from a passive activity.

Typically most of the joint venture drilling costs,
called Intangible Drilling Costs (IDC), are deductible in 
the same tax year and can be offset against active or 
ordinary income such as; salaries, commissions, 
bonuses and other types of compensation from regular 
business activities received from sole proprietorships, 
corporations or partnerships.

Simply put, for every dollar of IDC invested, the investor 
receives one dollar of deduction. IDCs can make up 
roughly 85% of the total investment. By way of 
illustration, an investment in a Nakoma Exploration Joint 
Venture of $100,000 could yield up to $85,000 in tax 
deductions for the year the investment is made. For an 
investor in a 35% tax bracket, that could mean actual tax 
savings of up to $32,000 in the first year. The IDC 
deduction, a non-preference item, reduces the investors 
Adjusted Gross Income and lowers the clients Alternative 
Minimum Tax!
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COMPANY OVERVIEW

Nakoma Exploration, LP is a growth oriented, independent oil and gas 
company headquartered in San Antonio, TX.

Finding oil and gas requires hard work, painstaking attention to detail, 
creativity and persistence. To that end, Nakoma depends heavily on the 
expertise of its industry partners whose success is the backbone of the 
US Oil Industry. Companies like Slawson Exploration, Unit Petroleum 
(UNT), Total Fina ELF, Brigham Exploration (BEXP) and Sempra Energy 
(SRE) work not just with us, but with you, the investor, to find and 
develop new sites that will not only benefit us economically, but keep 
America strong and safe for generations.

Most importantly, our growth and success is YOUR growth and success. 
Together we embrace the solid business model of minimizing both risk 
and costs while maximizing opportunities. Performance. Accountability. 
Success. This is Nakoma, where we believe there is no replacement for 
hard work and integrity.
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When you invest with Nakoma, you’re investing in America.



TAX ADVANTAGES
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• Investing in oil and gas can be one of the most tax-advantageous
 investments available.

• Income from oil and gas working interests, if held directly or through a general
 partnership, generally is not classified as income from a passive activity.

• Typically most of the investment, called Intangible Drilling Costs (IDC), is deductible
 in the same tax year and can be offset against active or ordinary income such as;
 salaries, commissions, bonuses and other types of compensation from regular
 business activities received from sole proprietorships, corporations or partnerships.

• For every dollar of IDC invested, the investor receives one dollar of deduction.

• IDCs can make up roughly 85% of the total investment. By way of illustration, an
 investment of $100,000 made in a Nakoma Exploration Joint Venture could yield up
 to $85,000 in tax deductions for the year the investment is made. For an investor in a
 35% tax bracket, that could mean actual tax savings of up to $32,000 in the first year.

• The IDC deduction, a non-preference item, reduces the investors Adjusted Gross
 Income and lowers the clients Alternative Minimum Tax.**

• For certain “independent producers” the IRS code allows for a deduction, the greater
 of either percentage or cost depletion. Currently, percentage depletion is 15% of
 well revenues.

• The IDC deductions reduce an investors dollars at risk.

• Many feel that oil and gas drilling funds may be the only real tax shelters left.***

Each prospective investor should satisfy himself as to the Federal and/or State income and other tax consequences of participating in this 
investment by obtaining advice from his or her own tax advisor. Tax considerations of oil and gas investments are complex, unique and 
subject to change by the IRS.

The rule is 40% of the taxpayer’s AMT can be deducted and still use the full deduction in the year of the investment. An investor should 
consult with his or her own tax advisor about the AMT.

Tax-advantaged Securities Handbook, Vol. 2, Robert J. Haft and Peter M. Fass
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Alternative Income Investment with Tax Favoritism*



OUR HISTORY
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You can rest assured you’re partnering with one of
America’s best.

Nakoma Exploration delivers with a track record of
continued excellence.

We have more than twelve years of experience in drilling and 
exploration, managing more than seventy joint venture drilling 
projects in over five states. Nakoma has drilled in the most famous 
oil plays in the US; from the Bakken shale in Montana and the 
Eagle Ford shale in south Texas, to the Mississippian lime in 
Oklahoma and Kansas. We’ve also drilled many successful deep 
wells in southern Louisiana, with plans to drill more.

Nakoma Exploration reduces “at risk” investments substantially, 
with multi-million dollar blow-out insurance carried on all our 
wells. We have two CPAs, and three trained accountants with over 
25 years of Oil & Gas accounting experience, all versed in the best 
O&G accounting software. Nakoma also sends K-1s every March.

Your substantial deductions are solid and secure, part of an IRS 
tax law in place since 1913. Until quite recently, only the 
ultra-wealthy could profit from these tax advantages.

Now you can too. The opportunities are waiting. The time is now.

Invest in America with an experienced, proven partner,
Nakoma Exploration.
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