
1. Is the structure of the program important?
Yes.   BlackRidge Resource Partners LLC, (“BlackRidge”) has formed an investor limited partnership, BlackRidge Berea Partners 2017, LTD. 
(the “Partnership”) so that investors can participate with BlackRidge in a joint venture general partnership (the “Program”) to drill and 
complete oil and natural gas wells. BlackRidge structured the Program to provide the investors with signicant tax benets by “function-
ally” allocating 100% of the intangible drilling costs (“IDC”) to the Partnership’s investors, up to 71.5% of the total amount of their invest-
ment, as allowed by partnership tax law.

2.  What are Intangible Drilling Costs and why is the write-off 100% in the rst year?
IDCs are costs and expenses related to drilling a well that have no salvage value and are not capable of being recovered, such as wages, IDCs are costs and expenses related to drilling a well that have no salvage value and are not capable of being recovered, such as wages, 
fuel, transportation, and supplies. Since IDCs may be expensed in the year of investment, this provides a large portion of the rst year 
write-off to investors.  Investors in the Partnership will be able to write-off 100% of the IDCs equaling approximately 71.5% their invest-
ment for the 2017 tax year.  The IDCs, combined with other rst year write-offs, totaling up to 79.5% of the cost of each $25,000 invest-
ment (“Unit”), should result in an estimated tax savings of approximately $9,063 per Unit, assuming a combined state and federal tax 
bracket of 45.6%.bracket of 45.6%.

3.  How can I utilize the IDC deduction against active income?
In order to deduct the IDC against active income, an investor must invest as a general partner.  There are three (3) elections an investor 
can make as a general partner in claiming their pro rata share of IDC.

a)     Elect to expense and deduct all of the investor’s available IDCs in the year of the investment (provided the well is drilled in 2017       
      OR spudded (drilling is commenced) within 90 days thereafter) or; 

b)  Elect to capitalize and amortize all of the investor’s available IDCs over 60 months; or

c)     Elect to currently deduct any portion of the IDC in the year invested and amortize the balance over 60 months.
        Note: Once an election is made it is binding upon the investor for future years.

4.  What are my liabilities as a general partner?
As an investor general partner, you will be subject to unlimited liability for all Partnership and Program obligations and liabilities arising 
prior to the conversion of your interest into limited partner Units, which will occur when all the Program wells are drilled and completed.

5.  How does BlackRidge manage my risk as general partner?
WhileWhile there are inherent risks associated with oil and gas drilling and production, BlackRidge manages these risks by utilizing indepen-
dent sub-contractors who carry appropriate liability insurance and mandatory workers’ compensation insurance.   Further, BlackRidge 
maintains primary and excess insurance coverage of $6,000,000, with all investor partnerships named as additional insured.  In addition, 
the conversion of investor general partners to limited partners after the drilling and completion phase of a Program limits the individual 
investor‘s exposure to claims arising from that point forward.  

6.  When are general partners converted to limited partners?
Investor general partners are converted to limited partners when all the wells in the Program are drilled and completed.

7.  What IDC deductions can I receive as a limited partner?
Investor limited partners can deduct available IDCs against passive income only.
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8.   What are my liabilities as a limited partner?
Investor limited partner liability is limited to their capital contribution to the Partnership from the purchase of Units.

9.   When do I elect to be a general or limited partner?
WhenWhen an investor subscribes to buy Units in the Partnership, they may elect to become an investor general partner or an investor limit-
ed partner.  Provided that the investor elects the status as an investor general partner through an entity (such as the Partnership) that, 
under applicable state law, does not limit their liability, they may use their deductions against active income until their units are con-
verted into limited partner Units.

10.  What other factors should I consider when electing to be a general or  limited partner?
Those electing as investor general partners are deemed to be engaged in the trade and business of the Partnership and will be subject 
to self-employment tax.  Those initially electing to subscribe as limited partners, and those subsequently converted, will no longer be 
subject to this tax as a result of the investment.

Also,Also, upon conversion from an investor general partner to an investor limited partner, the investor will become subject to the passive 
activity loss limitation rules; but because a converted investor general partner will have had non-passive loss while a general partner, 
the post-conversion income from the Program wells must continue to be characterized as non-passive active income, which cannot be 
offset with passive losses.

11.  Will part of my income from the Program wells be sheltered from taxes?
Yes,Yes, through an annual depletion allowance of 15% on gross production income (before the deduction of operational expenses) for the 
life of the wells.  Unlike other deductions, the percentage depletion is not limited to the adjusted basis of the investor’s Units. The per-
centage depletion rate is statutorily determined on an annual basis.  The percentage depletion allowance was 15% in the last several 
years and is not expected to change this year.

12.  Is my investment subject to the at-risk limitations?
Yes.  I.R.C. Section 465 limits an investor’s deductions for losses to the amount at risk.  An investor will not be considered at risk to the 
extent he has contractually, or otherwise, limited his loss, or invests with non-recourse borrowed funds.  There are other at-risk limita-
tions beyond the scope of this discussion, and this material must be considered by reviewing the accompanying Private Placement 
Memorandum (“PPM”).

13.  If I sell my interest, will the sale be subjected to the recapture of my deductions?
Yes.  Generally, I.R.C. Section 1231 provides that property held for more than 12 months is subject to long term capital gains.  However, 
I.R.C. Section 1245 controls the sale of natural gas and oil properties, or the sale of partnership interests, and upon the sale of such prop-
erty or interest therein, any gain is treated as ordinary income to the extent of the lesser of:

a) The amount that was deducted as IDC rather than added to basis, plus depletion deductions that reduced the basis of the 
       property; or

b) The amount realized in the case of a sale, exchange or involuntary conversion, or fair market value in all other cases.

14.  Can an oil and gas investment decrease my alternative minimum tax (“AMT”)?
Yes, an oil and gas investment such as the Partnership can decrease an investor’s AMT through use of the IDC deduction.  The IDC de-
duction, however, may not result in reductions of the taxpayer’s alternative minimum taxable income (“AMTI”) by more than 40%.  If 
the write-off resulting from the Partnership investment reduces the taxpayer’s AMTI by more than 40%, then the taxpayer may elect to 
capitalize that portion of the IDC that caused the AMTI to be reduced by more than 40% and amortize that amount over a 60 month 
period.

CIRCULAR 230 DISCLOSURE.  TO ENSURE COMPLIANCE WITH THE REQUIREMENTS IMPOSED BY THE INTERNAL REVENUE SERVICE (THE “SERVICE”), WE INFORM YOU 
THAT ANY U.S. FEDERAL TAX ANALYSIS mentioned in this summary DOES NOT DEAL WITH A TAXPAYER’S PARTICULAR CIRCUMSTANCES.  this summary wAS PREPARED 
IN SUPPORT OF THE PROMOTION, MARKETING, OR RECOMMENDation OF THE PRIVATE PLACEMENT TRANSACTION DESCRIBED in the PPM and this summary.  aN IN-
VESTMENT IN THE PARTNERSHIP IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED, FOR THE PURPOSE OF AVOIDING PENALTIES UNDER THE INTER-
NAL REVENUE CODE, which are described in the PPM under “Federal income tax considerations.”  PROSPECTIVE INVESTORS SHOULD CONSULT THEIR OWN TAX ADVI-
SORS REGARDING THE TAX CONSEQUENCES TO THEM BASED ON THEIR PARTICULAR CIRCUMSTANCES.

The information provided herein is for informational purposes only and any percentages or averages are not guarantees or indicative of promised results or outcome.  
This is not an offer to SELL a security.  Any literature must be read in conjunction with the Private Placement Memorandum (“PPM”) in order to fully understand all of 
the implications and risks of investment associated with the offering.  Subject to nal review and approval by BlackRidge Resource Partners LLC, subscriptions will only 
be accepted from accredited investors, as dened in Rule 501 of Regulation D of the Securities Act of 1933 (the “Act”), who provide third-party verication of their ac-
crcredited investor status pursuant to Rule 506(c)(2)(ii) of the Act.  THIS DOCUMENT IS NOT TO BE REPRODUCED IN ANY MANNER
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