
Restore Research &
Development (R&D) 
Expense Tax Treatment 
The Internal Revenue Code historically has allowed taxpayers to
deduct research and development (R&D) expenses as they occur
rather than capitalizing and amortizing them over time. This
enabled businesses, such as ethanol facilities, to invest in research
and development activities which can lead to innovation and
growth.

Unfortunately, the 2017 Tax Cuts and Jobs Act eliminated the ability
to immediately deduct R&D expenses effective in 2022. As a result,
R&D expenses must be capitalized over six years which can
significantly increase taxable income and create a mismatch with
the entities’ cash flow. Due to the increase in current year taxable
income, businesses will be required to use cash flow for
distributions to shareholders to pay income tax versus promote
additional innovation.

U.S. agriculture and biofuels industries must respond to global
market signals in order to remain competitive, with increasing
focus on activities which are sustainable for the environment and
help mitigate impacts on climate. Requiring R&D expenses to be
capitalized stifles these innovative activities.

Bipartisan legislation, the American Innovation and Jobs Act, has
been introduced in the Senate to restore the ability for taxpayers to
deduct R&D expenses as they occur.



INFLATION
REDUCTION ACT

BIOFUEL PROVISIONS

$8.45B for the Environmental Quality
Incentives Program (EQIP)
$4.95B for Regional Conservation
Partnership Program (RCPP)
$300M for NRCS

USDA Climate Smart Practices

Authorizes $500 million for USDA grants
for HBIIP through Sept. 30, 2031. 
Sets cost share at 75%.
Limits a single entity to no more than
10% of appropriated funds, unless
insufficient eligible applications. 

Higher Blends Infrastructure Incentive
Program (HBIIP)

Extends “commence construction”
qualification window to before Jan. 1,
2033.
Increases credit value for equipment
in service after Dec. 31, 2022, to $85
per ton for CO2 storage in saline
geologic formations, $60 for utilizing
captured CO2 in low-carbon fuels,
$60 for EOR. 

45Q Tax Credit Extension

Extends current credit and increases
value of property covered to $100,000.
Includes renewable fuels blended at
85%.

Alternative Fuel Refueling 
Property Tax Credit

Establishes base tax credit of $1.25
per gallon with at least 50% GHG
reduction. In effect Jan. 2023 – Dec.
2024. SAF then is eligible for 45Z at
the $1.25 base rate.
Increases credit by 1 cent per gallon
for every additional % point of
reduced GHG emissions up to a
maximum of $1.75 per gallon.

SAF Tax Credit

Establishes technology-neutral credit for
fuel with a carbon intensity of 50 kg
CO2e/MMBtu (48 grams CO2/MJ) or
less. Authorized for 3 years—Jan. 1, 2025
to Dec. 31, 2027.
Sets the base credit at 20 cents per
gallon, bonus credits based on
greenhouse gas reductions with a
maximum of $1.

45Z Clean Fuel Production Credit



GLOBAL FOSSIL FUEL
CONSUMPTION SUBSIDIES

According to the International Energy Agency (IEA), combined subsidies for oil, natural
gas, and coal hit an all-time high in 2022 - just as high energy costs contributed to record
inflation. 

Prices for fossil fuels were extraordinarily high and volatile in 2022 as energy markets
grappled with the strains caused by Russia’s invasion of Ukraine. In many countries,
though, the prices actually paid by consumers for these fuels remained at a much lower
level. A range of policy interventions insulated consumers from ballooning prices, but with
the adverse effect of keeping fossil fuels artificially competitive with low-emissions
alternatives. In 2022, subsidies worldwide for fossil fuel consumption skyrocketed to
more than $1 trillion, according to the IEA’s latest estimate, by far the largest annual
value ever seen.

IEA estimates for 2022 show that subsidies for
natural gas and electricity consumption more
than doubled compared with 2021, while oil
subsidies rose by around 85%. 

FOSSIL FUEL PRICES ARE NOT THE BEST WAY
TO DRIVE CLEAN ENERGY TRANSITIONS.


