
May 31, 2018

IRS Announces 2017 Marginal Well Credit for
Marginally Producing Natural Gas Properties
ENERGY & RESOURCES, TAX 
BY SCHNEIDER DOWNS PROFESSIONAL

Natural gas well owners holding an operating interest in a qualified marginal well
during 2017 are eligible to claim a $0.51 credit per qualified MCF, since the IRS
finalized and released the reference price used to compute the credit for the 2017
tax year in the issuance of Bulletin No. 2018-22, dated May 29, 2018.

This is a significant opportunity for gas producers that own interests in qualified
stripper wells, because the credit could provide as much as $3,350.70 in tax savings
per qualified well (there is no limit on the amount of qualified wells a taxpayer
can use to determine their credit).

As previously indicated in prior posts, the marginal well credit is a production
based tax credit for marginal domestic wells that have marginal production under
percentage depletion rules, which is 15 barrels of oil equivalent per day (i.e., 90
mcf or less per day).

The marginal well credit is part of the general business credit and cannot offset
tax liabilities generated from the alternative minimum tax, and any unused credit
can be carried back five years and carried forward 20 years.

You’ve heard our thoughts… We’d like to hear yours

The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are
important to organizations and individuals. While we enjoy sharing our ideas and insights, we’re
especially interested in what you may have to say. If you have a question or a comment about
this article – or any article from the Our Thoughts On blog – we hope you’ll share it with us.
After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.

Material discussed is meant for informational purposes only, and it is not to be construed as
investment, tax, or legal advice. Please note that individual situations can vary. Therefore,
this information should be relied upon when coordinated with individual professional advice.
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