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Disclaimer

Stillwater Associates LLC prepared this report for the sole benefit of Clean Fuels Alliance America and no
other party.

Stillwater Associates LLC conducted the analysis and prepared this report using reasonable care and skill
in applying methods of analysis consistent with normal industry practice. All results are based on
information available at the time of preparation. Changes in factors upon which the report is based could
affect the results. Forecasts are inherently uncertain because of events that cannot be foreseen, including
the actions of governments, individuals, third parties, and competitors. Nothing contained in this report is
intended as a recommendation in favor of or against any particular action or conclusion. Any particular
action or conclusion based on this report shall be solely that of Clean Fuels Alliance America. NO IMPLIED
WARRANTY OF MERCHANTABILITY SHALL APPLY. NOR SHALL ANY IMPLIED WARRANTY OF
FITNESS FOR ANY PARTICULAR PURPOSE.
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1 Introduction

Biomass-based diesel (BBD), which includes biodiesel (BD), renewable diesel (RD), and sustainable
aviation fuel (SAF), is playing an increasing role in decarbonizing transportation in the U.S. This has been
achieved with the important assistance of a variety of federal and state policies supporting the production,
blending, and consumption of these fuels as a lower-carbon alternative to petroleum-derived diesel and jet
fuel. The rate of penetration of BBD in the U.S., however, varies markedly by state; much of this variability
can be attributed to differences in the incentives provided by each state. Fundamentally, the federal
Renewable Fuel Standard (RFS) sets a floor under total national BBD demand while state policies influence
where in the U.S. that BBD is used and, potentially, incentivize national usage to increase above the RFS
floor. In this report we will look at current usage of BBD by state and compare that to individual state
incentive policies as a means to identify opportunities to secure additional growth in the market share of
BBD.

To identify current BBD usage rates by state in this report, we rely on the U.S. Energy Information
Administration (EIA) State Energy Data System (SEDS)." SEDS data on energy consumption has most
recently been updated on June 26, 2026; this update constitutes the final update to 2024 data. SEDS
reports BD and RD usage directly. SAF, however, is reported only as an element of the “other biofuels”
category along with renewable propane, renewable naphtha, and other fuels. Generally, SAF is the
predominant portion of the “other biofuels” category; accordingly, this report assumes that all the “other
biofuels” category is SAF.

2 Current BBD Usage — National
In 2024, U.S. distillate fuel demand totaled over 63 billion gallons of which 1.9 billion gallons were BD and
3.7 billion gallons were RD (See Table 1). Of the total distillate demand, 77% is for transportation with 13%
consumed in the industrial sector, 5% in the residential sector, 4% in the commercial sector, and less than
1% was used for electric power generation.

2.1 Distillate Usage by Rail, Marine, and On-Road Sector

The 77% of distillate used for transportation includes rail and marine usage in addition to on-road. While
rail and marine distillate use is generally exempt from RFS and state renewable or low carbon fuel
obligations, usage of BBD in these applications typically is eligible for crediting.? The EIA SEDS database
does not break out transportation usage between on-road, rail, and marine. To gain some insight into the
breakdown between transportation modes, we can look to EIA’s Fuel Oil and Kerosene Sales Report.3
However, this data series is only available for the years 1984 through 2020 when it ceased publication.

The percentage split between diesel sales for on-road, rail, and marine use in the U.S., Petroleum
Administration for Defense Districts (PADDs) and sub-PADDs is illustrated in Figure 1. It shows that the
distribution between modes for the full U.S. is 89.5% on-road, 6.5% rail, and 4.0% marine. The on-road
portion of sales ranges from 85.0% in PADD 3 to 93.2% in PADD 1C; the rail portion of sales ranges from
2.8% in PADD 1C to 12.2% in PADD 4; and the marine share of transportation diesel sales ranges from
0.0% in land-locked PADD 4 to 7.6% on Gulf Coast PADD 3. The implementation of the International
Maritime Organization’s 2020 (IMO 2020) rule capping sulfur content for marine fuels globally at 0.5%,
which resulted in a significant share of ocean-going vessels shifting from residual fuel oil to marine diesel,
has likely increased the share of diesel in marine usage in PADDs 1, 3, and 5.4

" U.S. Energy Information Administration, State Energy Data System (SEDS): 2024 Updates by energy source,
https://www.eia.gov/state/seds/seds-data-fuel.php?sid=US#DataFiles, May 22, 2026.

2 Use of BBD in inland marine vessels and harbor craft is generally eligible; usage in ocean-going vessels is generally ineligible for
these credits.

3 https://www.eia.gov/petroleum/fueloilkerosene/

4 Use of BBD in ocean-going vessels is not generally eligible for RFS RINs.
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Figure 1. Percentage Distribution of Transportation Diesel Demand by Mode (2020)
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Source: EIA Fuel Oil and Kerosene Sales Report, Stillwater analysis

The variability in the mode distribution of diesel sales at the state level is significantly larger than at the
PADD level. On-road sales range from a low of 36.3% in Alaska to a high of 99.8% in Nevada; rail sales
range from a low of 0.0% (New Hampshire, Delaware, and Hawaii) to a high of 47.8% (District of Columbia);
and marine sales range from a low of 0.0% in a number of states to a high of 63.3% (Alaska).

2.2 National BBD Usage by Sector

All of the RD and 94% of the BD were used in the transportation sector (which represents 77% of distillate
fuel demand). No BBD was used in the industrial sector. The share of RD and BD by sector is illustrated in
Figure 2 below.

Table 1. U.S. Distillate Demand by Sector, 2024 (million gallons)
BD RD Petroleum Total

25 - 2,280 2,305
5 : 407 412
- - 8,267 8,267
77 - 3,276 3,353
1,824 3,671 43216 48,711
1,931 3,671 57,446 63,048

Source: EIA SEDS, Stillwater analysis




State Level Market Opportunities for BBD

Figure 1. RD and BD share of Distillate Usage by Sector (2024)
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Source: EIA SEDS, Stillwater analysis

Use of BBD in the transportation and residential sectors (home heating oil) is enabled at the federal level
by the availability of RFS Renewable Identification Number (RIN) credits and blending credits.> Use of BBD
in the commercial, electric power, and industrial sectors is not generally eligible for RFS RINs.® Eligibility
for the 45Z tax credit is for fuels “suitable for use in a highway vehicle or aircraft,”” in other words, qualifying
BBD may claim the credit regardless of the actual end use. Accordingly, key federal policies to support
increased usage of BBD would include increases in the annual RFS obligations for BBD, extension of the
457 tax credit past its current 2029 expiration date, and establishing incentives for BBD usage in the
commercial, electric power, and industrial sectors.

2.3 Sustainable Aviation Fuel: National BBD Usage in the Aviation Sector

The 2024 SEDS data do not break out SAF from the “other biofuels” category. However, we believe that
SAF comprises the predominant share of this category; for the purposes of this analysis, we will assume
that this category is exclusively SAF.8 In 2024, EIA reports that the U.S. consumed approximately 26 billion
gallons of jet fuel for transportation purposes. Other biofuels consumption (all of which is reported as
transportation fuel) is reported as 341 million gallons, or 1.3% of jet fuel volume (assuming this is all SAF).
The Counterfactual Baseline case of EIA’s 2026 Annual Energy Outlook (AEO), which considers policies
in place as of the fall of 2025, estimates other biofuels volumes increasing by 79%, to 609 million gallons,
from 2024 to 2040. This would represent 2.0% of jet fuel consumption in 2040 if all of this volume was SAF.
Another source of national SAF production data comes from U.S Environmental Protection Agency (EPA)
Moderated Transaction System (EMTS). Through May 2026, EPA reports approximately 288 million gallons
of SAF (Renewable Jet Fuel) generating RINs in 2025 with 126 million gallons of SAF generating RINs

5 The federal Biomass-Based Diesel blenders tax credit (BTC) expired at the end of 2024 (the year covered in the SEDS data analyzed
herein) and was replaced with the Clean Fuels Production Tax Credit (45Z). The 45Z tax credit is currently set to expire at the end of
2029.

5 BBD used in portable or backup diesel generators may qualify for RINs.

" IRS Notice 2024-49 Section 3(9) Transportation fuel. https://www.irs.gov/irb/2024-26_IRB#NOT-2024-49.

8 In fact, “other biofuels” includes renewable propane, renewable naphtha and, potentially, other renewable liquid fuels in addition to
SAF.
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during the first five months of 2026 (303 million gallons annualized).® These numbers do not include other
biofuels included in the EIA volumes above but do include volumes of SAF produced in the U.S. and
subsequently exported.'® U.S. Customs data currently lumps any SAF exports with RD exports, so there is
no current SAF-specific export data.

While SAF is generally eligible for the same RIN and 45Z credits as BD and RD, the combined value of
these federal incentives is somewhat less than those available to RD while petroleum jet does not create
an RFS obligation."” As a result, substantially all U.S. SAF demand is concentrated in states with Low
Carbon Fuel (LCF) programs or which offer specific SAF incentives. Increasing SAF demand at the federal
level could be achieved by restoring the $1.75 per gallon base 45Z incentive value which existed prior to
2025's OBBBA'? enactment, by amending the RFS to make petroleum jet an obligated fuel, or through
other tax or investment credits specifically applicable to SAF.

3 Current Usage by State

3.1  Renewable Diesel

Through 2024, RD usage was limited to the transportation sector in three states — California (45.9% of the
diesel pool), Oregon (23.4% of the diesel pool), and Washington (15.1% of the diesel pool). These are the
three states which had LCF regulations in effect that year. LCF regulations drive RD usage as RD can be
utilized at any level from zero to one hundred percent in existing diesel engines. Accordingly, RD is a key
tool for compliance as the requirements of LCF programs grow increasingly stringent over time. With the
addition of New Mexico (in 2026) and Hawaii (in 2029)"® and annual increases in LCF requirements in all
these states, it is expected that RD usage will see further growth in the coming years.

3.2 Biodiesel

In 2024, seven states'* accounted for 50% of all U.S. BD demand. Table 2 presents the distribution of
average BD content of the diesel pool by state. While many states have some form of BBD incentive on
their books, six states (Minnesota, Rhode Island, Oregon, lowa, lllinois, and Connecticut) stand out with
average BD contents of greater than 5%. Interestingly, the policies driving this level of BD usage vary
significantly within this group. We will review each of these states individually.

Table 2. Distribution of Biodiesel Content by State
Range of BD Content Number of
Volume % States

8
6
26
5
5
1

Source: EIA SEDS, Stillwater analysis

1. Minnesota (10.5% BD) — All of the state’s BD usage is reported in the transportation sector where
it comprises 15% of the pool. This is attributable to the state’s BD blending mandate, which
applies to both on-road and off-road diesel vehicle use. Effective since 2018, the mandate

9 https://www.epa.gov/fuels-registration-reporting-and-compliance-help/spreadsheet-rin-generation-and-renewable-fuel-0

0 Exporters of SAF need to retire RINs for all volume exported. However, EPA’s RIN retirement data are aggregated by D-Code, so
SAF exports are bundled in with BD and RD exports.

" SAF generally earns 1.6 RINs/gal compared to 1.5 RINs/gal for BD and 1.7 RINs/gal for RD. SAF typically requires more energy to
produce than RD from the same feedstock, lowering the available 45Z credit.

2 H.R. 1 (EH) — One Big Beautiful Bill Act, https://www.govinfo.gov/app/details/BILLS-119hr1eh. This act reduced the base credit
amount for SAF from $1.75/gal to the same $1.00/gal applicable to all other eligible fuels.

3 Assuming that Hawaii's SB 2999, as enacted in the 2026 session of the state legislature and approved by the governor on July 16,
2026, takes effect on the date established in the legislation.

14 California, Texas, lllinois, Minnesota, New York, lowa, and Oregon.
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requires 20% BD in substantially all diesel fuel supplied to the market each year between April 15
and September 30 with a 5% minimum enforced from October 1 to March 31 and a 10%
minimum enforced from April 1 to April 14."® This obligation was phased in beginning in 2002 with
extensive input from regulated parties. It had to overcome some initial issues related to BD quality
which were ultimately resolved and this has generally worked reliably for a number of years.

2. Rhode Island (8.8% BD) — Rhode Island, with over 47% of its distillate demand attributable to
residential (heating oil) use, has its BD consumption concentrated in heating oil (13% BD) with a
lower amount in transportation diesel (3.5%). The state was the first to enact a heating oil biofuel
(“Bioheat®”) mandate in 20136 with the minimum BBD content rising from 10% in 2023 to 20% in
2025 and 50% in 2030. While B100 manufactured in-state is exempt from Rhode Island’s
$0.30/gal motor fuel tax', there is not currently any qualifying local production to claim this
exemption.'® The state’s 3.5% BD content in transportation diesel is near the U.S. average
(3.7%).

3. Oregon (23.4% RD, 8.1% BD) — All BBD usage in Oregon is in its transportation distillate fuel
(9.4% BD and 27.0% RD). This usage is primarily attributable to the state’s LCF program, the
Clean Fuels Program (CFP). In addition to the CFP, Oregon has a state-wide BBD blending
mandate of at least 5%."'® Further, the city of Portland has a renewable fuel standard which, since
July 1, 2024, has required 15% BBD in diesel; this standard increased to a minimum 50% BBD
on July 1, 2026, and is scheduled to increase to 99% BBD by 2030.

4. lowa (7.2% BD) — All of lowa’s BD usage is concentrated in the transportation fuel mix, where it
holds a 10.4% share. lowa’s approach to incentivizing use of BD differs from those of Minnesota,
Rhode Island, and Oregon in relying on financial incentives instead of mandates. Under the
Biodiesel Retailer Credit in effect through December 31, 2027, fuel retailers receive a $0.05/gal
incentive for sales of BD blends between 11 and 19%; $0.07/gal for BD blends between 20 and
29%; and $0.10/gal for BD blends of 30% or higher. Additionally, the state’s diesel fuel excise tax
is reduced by $0.03/gal for blends of 11% BD or higher. This provision sunsets on June 30, 2030.
The state also offers grants for installation of BD blending and distribution infrastructure.?
Further, lowa supports in-state BD producers with a sales tax refund of two cents per gallon
produced to a maximum of 25 million gallons per year.?!

5. llinois (6.3% BBD) — lllinois relies on tax exemptions to encourage the use of BBD, and all BBD
usage is in the transportation sector (average 7.6%). In 2024, lllinois replaced a sales tax
exemption in effect since 2003 for BBD blends above 11% with an exemption for increasingly
higher blends of BBD. In 2024, BBD blends above 14% were exempted from the state’s 6.25%
sales tax in the warm-season from April 1 through November 30. In 2025, BBD blends above
16% were exempted during the warm-season. On April 1, 2026, the minimum threshold for the
warm-season sales tax exemption increased to at least 20% BBD.?? From December through

5 Minnesota Statute 239.77 (https://www.revisor.mn.gov/statutes/cite/239.77). Exemptions exist for #1 diesel fuel, and diesel fuel
used at nuclear power plants, railroad locomotives, off-road mining equipment, off-road logging equipment, and U.S. Coast Guard
vessels.

6 Rhode Island General Law 23-23.7 (webserver.rilegislature.gov/Statutes/TITLE23/23-23.7/23-23.7-4.htm) as amended.

' Rhode Island General Law 31-36-1 (https://webserver.rilegislature.gov/Statutes/TITLE31/31-36/31-36-1.HTM)

8 EIA, U.S. Biodiesel Plant Production Capacity. September 26, 2025. https://www.eia.gov/biofuels/biodiesel/capacity/

® ORS 646.922 (https://oregon.public.law/statutes/ors_646.922)

2 Jowa Biodiesel Board (https://www.iowabiodiesel.org/iowa-biodiesel/petroleum-distributors-guide-to-biodiesel)

2 https://revenue.iowa.gov/imedia/143/download?inline=

2 Jlinois Soybean Association, lllinois B20 Law Moves into Full Effect. April 1, 2026. https://www.ilsoy.org/illinois-b20-law-moves-into-
full-effect/
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March each year the sales tax exemption applies to blends above 11%. All exemptions on all
fuels end December 31, 2030.%

6. Connecticut (5.7% BD) — Connecticut is similar to Rhode Island as the state’s distillate usage is
dominated by heating oil (52.6% of distillate demand) and BD usage averaged 7.1% of heating oil
demand in 2024 compared to 3.5% of transportation diesel demand. BD usage in heating oil
(Bioheat®) is driven by the state’s mandate which is currently 10% (and increasing in steps to
50% in 2035).%

Current state policies incentivizing BD are summarized in Table 3.

Table 3. Summary of State BBD Policies
Polic States with this Polic
Minnesota, Oregon, Pennsylvania
Connecticut, New York, Rhode Island
California, Oregon, Washington, New Mexico, Hawaii®

Alabama, Georgia, lowa, Kentucky, Maine, Missouri, Montana,
Nebraska, North Dakota, South Carolina, South Dakota, Virginia

Arkansas, lllinois, lowa, Montana, New Mexico, New York, North
Carolina, Rhode Island, Texas

a expected to take effect in 2029
Tax policies for each state are detailed in Appendix A.

In addition to Minnesota and Oregon, Pennsylvania currently has a B2 mandate?s, and two states
(Washington and Louisiana) have B2 mandates on the books which have not been implemented as those
states have not achieved the volume of in-state production required in order to trigger the mandates. New
Mexico has a B5 mandate®® which has been in effect since 2012 but has been continuously suspended,
most recently for the six-month period ending October 16, 2026.%"

3.3 Heating Oil

Heating oil usage in the U.S. is concentrated in the Northeast and Mid-Atlantic states. Nearly 90% of all
heating oil usage occurs in eleven states (New York, Pennsylvania, Massachusetts, Connecticut, Maine,
New Jersey, New Hampshire, Rhode Island, Maryland, Virginia, and Vermont). Three states have Bioheat®
blend mandates — Connecticut, New York, and Rhode Island. The table below lists the increasing Bioheat®
blend mandate schedules for each state by year as defined in their statutes.

Table 4. State Bioheat® Blend Mandate Schedule

State 2021 2022 2023 2024 2025 2030 2034 2035
5% 5% 5% 10% 15% 20% 50%
5% 5% 5% 10% 20%
5% 5% 10% 10% 20% 50%

Source: Connecticut, New York, and Rhode Island heating oil regulations

2 |llinois statutes SB 157 (2022), 35 ILCS 105/3-5.1 (Use Tax); 35 ILCS 105/3-42.5 (Use Tax) 35 ILCS 110/3-10 (Service Use Tax).
35 ILCS 115/3-10 (Service Occupation Tax) 35 ILCS 120/2-10 (Retailers’ Occupation Tax).
https://afdc.energy.gov/fuels/laws/BIOD?state=il

24 Connecticut General Statutes 16a-21b (https://law.justia.com/codes/connecticut/2023/title-16a/chapter-296/section-16a-21b/)

% The Pennsylvania B2 mandate was triggered in 2008 when in-state biodiesel production reached 40 million gallons. Under current
law, this mandate ratchets to B5 when the state sustains an in-state production rate of 100 million gallons per year for three months,
to B10 when a 200 million gallon per year threshold is achieved, and B20 when a 400 million gallon per year threshold is achieved.
As of January 1, 2025, EIA reports 64 million gallons per year of biodiesel capacity in Pennsylvania,
https://www.eia.gov/biofuels/biodiesel/capacity/

% New Mexico Statutes §57-19-29(B). https://law.justia.com/codes/new-mexico/chapter-57/article-19/section-57-19-29/

2 https://nmdeptag.nmsu.edu/media/pdf/biodiesel-suspension-memo.pdf

2 Connecticut Public Act No. 21-181. https://www.cga.ct.gov/2021/ACT/PA/PDF/2021PA-00181-R0O0HB-06412-PA.PDF

New York Environmental Conservation Law 19-0327. https:/law.justia.com/codes/new-york/env/article-19/title-3/19-0327/

%0 Rhode Island General Law 23-23.7-4. https://webserver.rilegislature.gov/Statutes/TITLE23/23-23.7/23-23.7-4 .htm
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Connecticut and New York also offer Bioheat® tax exemptions/incentives. Connecticut exempts heating oil
from the state gross earnings tax on the sale of petroleum products.®' New York provides a state income
tax credit of $0.01/gal of BD in heating oil for blends starting at 6% and capped at 20%.%? Massachusetts
does not currently have a Bioheat® mandate but use of BD in heating oil is eligible for credit generation
under the state’s Alternative Energy Portfolio Standard (APS). 33

Implementing a 5% Bioheat® mandate in the eight Northeast and Mid-Atlantic states in that group which do
not currently have one would create demand for an additional 89 million gallons per year of BD. The
legislature in Pennsylvania®* considered a bill which would include an LCF program encompassing heating
fuels in its 2026 session; if adopted, this bill could incentivize usage of Bioheat® as a compliance option.3®
Vermont has come close to adopting a Clean Heat Standard (CHS) but has not yet been able to achieve it
in the Legislature. The Vermont Affordable Heat Act passed in 2023 and established a framework for the
Public Utilities Commission to design a CHS for approval by the Legislature by 2025, which was not
granted.3® The Maryland Department of Environment is currently soliciting input for their CHS, which is
projected to take effect in 2028. If adopted, the program would incentivize Bioheat® along with other
strategies for reducing carbon emissions associated with heating of homes and businesses.%”

3.4 Sustainable Aviation Fuel

Current U.S. SAF utilization is believed to be concentrated in states with LCF programs (California, Oregon,
Washington, and New Mexico) and states with SAF tax incentives. States with current SAF tax incentives
include lllinois®, lowa®, Massachusetts*®, Minnesota*!, and Nebraska.*?> Washington’s SAF tax incentive
has been law since 2023 but is not yet active.*® Kentucky has also adopted a SAF blending tax incentive
which takes effect in January 2029.44

States with tax incentives do not publicly report volumes of SAF claiming their respective credits. Based on
public commitments made by United Airlines and Southwest Airlines, Illinois SAF usage is estimated at, at
least, four million gallons per year. Based on public commitments of several Minnesota-based companies
and startup of SAF blending at the Flint Hills Pine Bend plant, SAF usage in Minnesota is estimated at 15-
30 million gallons in 2026.%° Washington’s incentive does not take effect until facilities located in the state
begin producing a cumulative 20 million gallons per year of SAF.46

31 CT Revised Statutes, Chapter 227-12-587. https://www.cga.ct.gov/2025/pub/chap_227.htm

32 New York State Department of Tax and Finance, Clean heating fuel credit.
https://www.tax.ny.gov/pit/credits/clean_heating_fuel_credit.htm

33 Massachusetts Alternative Energy Portfolio Standard. https://www.mass.gov/alternative-energy-portfolio-standard
34 HB 2063. This bill includes separate standards for transportation fuels and heating fuels.
https://www.palegis.us/legislation/bills/2025/hb2063

352024 EIA SEDS data indicated no usage of Bioheat® in Pennsylvania in 2024.

3 State of Vermont Public Utility Commission. Clean Heat Standard-Archived. https:/puc.vermont.gov/clean-heat-standard
37 https://mde.maryland.gov/programs/air/ClimateChange/Clean-Buildings/Pages/Clean-Heat-Rules.aspx

% [llinois Revenue, Aviation Fuels Sales and Use Tax. https:/tax.illinois.gov/research/taxinformation/sales/aviation-fuel.html
3 lowa Economic Development & Finance Authority, Sustainable Aviation Fuel Production Tax Credit Program.
https://opportunityiowa.gov/business/financial-assistance/sustainable-aviation-fuel-production-tax-credit-program

40 Massachusetts General Laws c. 63-38WW. https://www.mass.gov/info-details/mass-general-laws-c63-ss-38ww

4! Minnesota Department of Revenue, Sustainable Aviation Fuel Credit. https://www.revenue.state.mn.us/sustainable-aviation-fuel-
credit

42 Ethanol Producer Magazine. Nebraska Governor Signs Bill Creating SAF Tax Credit. April 24, 2024.
https://ethanolproducer.com/articles/nebraska-governor-signs-bill-creating-saf-tax-credit

43 Port of Seattle. New Washington Law Incentivizes Local Sustainable Aviation Fuel Production. May 3, 2023.
https://www.portseattle.org/news/new-washington-law-incentivizes-local-sustainable-aviation-fuel-
production#:~:text=The%20new%20law%20creates%20a,via%20the%20Washington%20State %20Legislature.

44 Ethanol Producer Magazine. Kentucky Governor Signs SAF Tax Credit Into Law. April 29, 2026.
https://ethanolproducer.com/articles/kentucky-governor-signs-saf-tax-credit-into-law

4 Minnesota Sustainable Aviation Fuel (SAF) Hub: 2024 Year in Review. https://assets.senate.mn/committees/2025-
2026/1019_Committee_on_Taxes/SF%201312-

%20MN%20SAF %20Hub%202024 %20Year%20in%20Review%20Document.pdf?utm_source=copilot.com

46 Washington House Bill Report. https:/lawfilesext.leg.wa.gov/biennium/2023-24/Htm/Bill%20Reports/House/5447 -
S.E%20HBR%20FIN%2023.htm



https://www.cga.ct.gov/current/pub/chap_227.htm
https://www.mass.gov/alternative-energy-portfolio-standard
https://www.palegis.us/legislation/bills/2025/hb2063
https://puc.vermont.gov/clean-heat-standard
https://mde.maryland.gov/programs/air/ClimateChange/Clean-Buildings/Pages/Clean-Heat-Rules.aspx
https://assets.senate.mn/committees/2025-2026/1019_Committee_on_Taxes/SF%201312-%20MN%20SAF%20Hub%202024%20Year%20in%20Review%20Document.pdf?utm_source=copilot.com
https://assets.senate.mn/committees/2025-2026/1019_Committee_on_Taxes/SF%201312-%20MN%20SAF%20Hub%202024%20Year%20in%20Review%20Document.pdf?utm_source=copilot.com
https://assets.senate.mn/committees/2025-2026/1019_Committee_on_Taxes/SF%201312-%20MN%20SAF%20Hub%202024%20Year%20in%20Review%20Document.pdf?utm_source=copilot.com
https://lawfilesext.leg.wa.gov/biennium/2023-24/Htm/Bill%20Reports/House/5447-S.E%20HBR%20FIN%2023.htm
https://lawfilesext.leg.wa.gov/biennium/2023-24/Htm/Bill%20Reports/House/5447-S.E%20HBR%20FIN%2023.htm
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New Mexico only launched its LCF program in April 2026, and it has yet to publish any program data. As
the available state data are specific to SAF supplied as aviation fuel in the specific states, they provide a
more precise insight into SAF demand than EIA or EPA data. The SAF volumes (as reported by the states),
jet volumes,*” and estimated %SAF in jet supplied in California, Oregon, and Washington*® in 2024 and
2025 are presented in Table 5 below. While current SAF volumes remain small through the end of 2025,
they are growing rapidly and can be expected to continue to grow in response to annual increases in the
stringency of the state LCF programs. While, in addition to the incentive provided by its LCF program,
Washington has enacted an incentive for SAF blending, this credit does not take effect until in-state SAF
production capacity meets a trigger of 20 million gallons.*® The incorporation of 20 million gallons per year
of SAF into Washington’s jet pool would correspond to 2.3% by volume.

Table 5. Composition of Jet Pool in LCF States (2024 and 2025
SAF Volume
maqal Jet Volume (mgal SAF Percent
| 2024 2025 | 2024 | 2025 (Est 2024 | 2025 (Est
92 120 3,927 3,993 2.3% 2.9%

- 1 241 245 0.0% 0.4%
; - 843 857 0.0% 0.0%

Source: EIA SEDS, CARB, OR DEQ, WA DOE, Stillwater analysis

4 Potential for BBD Growth with Additional LCF Program Adoptions

In recent years, adoption of LCF programs has been considered in Hawaii, lllinois, Massachusetts,
Michigan, Minnesota, Maryland, New Jersey, New York, Pennsylvania, and Vermont. The Hawaii Clean
Fuels Standard (CFS) was enacted in 2026 and is scheduled to commence operations in 2029. The New
York Department of Environmental Conservation (DEC) believes the New York program can be
implemented through regulatory authority by the executive; no further action by the legislature is required.
Each of these proposed state programs has a unique choice of carbon intensity (Cl) reduction benchmarks,
baseline years and other provisions, and each state has a different transportation fuel mix and pace of
vehicle electrification. All of these factors will impact the amount of BBD blending to be expected in any
given year. In order to compare the potential BBD market size of the current and proposed LCF markets,
we can calculate BBD demand based on a near-term assumption of 25% RD, 15% BD in each state’s
transportation diesel pool (Table 6A), a long-term assumption of 50% RD and 20% BD in the state’s
transportation diesel pool (Table 6B) and 5% SAF in each state’s jet fuel pool based on 2024 volumes
reported in EIA SEDS (Table 7). Table 6A shows that this list of states represents over one-third of U.S.
transportation diesel demand and would, in theory, result in 3,074 million gallons of additional RD demand
and 1,163 million gallons of additional BD demand attributable to the LCF programs. Depending on the
future trajectory of the RFS and other state incentives, much or all of the incremental BD demand could be
satisfied by shifting demand from other states rather than truly being incremental. Similarly, Table 6B shows
that this list of states could, in theory, result in 5,663 million gallons of additional RD demand and 1,682
million gallons of additional BD demand compared to 2024. Notably, lllinois, Pennsylvania, and New York,
due to their large diesel demands, are the most attractive opportunities. As the proposed Pennsylvania
program®° also includes a heating fuel component, it would also incentivize Bioheat® usage in the state.

47 EIA SEDS volumes by state for 2024. 2025 volumes estimated by 2024 to 2025 growth in PADD 5 total jet volumes as reported by
EIA in Petroleum Supply Monthly.

48 Quarterly CFS data reported by the Washington Department of Ecology through the fourth quarter of 2025 do not show any SAF
utilization in the state. The New Mexico CTFP took effect in April 2026 and has yet to report any data.

4 RCW 82.04.4361 Credit — Alternative jet fuel -- https://app.leg.wa.gov/RCW/default.aspx?cite=82.04.4361

%0 HB2063, https://www.palegis.us/legislation/bills/2025/hb2063

10


https://app.leg.wa.gov/RCW/default.aspx?cite=82.04.4361
https://www.palegis.us/legislation/bills/2025/hb2063

State Level Market Opportunities for BBD

Table 6A. Current and Near-Term Potential RD and BD Demand in Potential LCF States (million
gallons per year)

2024 Actual Potential

e 7 7 | PP
Diesel %RD %BD | Volume Volume | %RD | %BD | Volume | Volume
6,421 51% 4% 3,261 243 64%° 6% 4,122 392
849  27% 9% 229 79 27%°  15% 229 127
974 19% 3% 181 26 25%  15% 244 146
664 0% 2% - 13 25%  15% 166 100
| Hawaii® | 80 0% 5% - 4 25% 15% 20 12
[ Minois | 1,639 0% 8% - 125  25%  15% 410 246
402 0% 3% - 14 25% 15% 100 60
| Michigan | 879 0% 3% - 30 25%  15% 220 132
 Minnesota | 770 0%  15% - 115 25%  15% 193 116
491 0% 3% - 17 25%  15% 123 74
795 0% 3% - 27 25%  15% 199 119
1,354 0% 3% - 47 25%  15% 338 203
1,465 0% 3% - 51 25%  15% 366 220
60 0% 3% - 2 25%  15% 15 9
Tow | tosu| 22k S| seri| 4| | | ons| 19
ISR T YV 7 7S Bz 7 N N I

@ Current LCF programs — CA, OR, WA operational in 2024, NM commencing in 2026, HI scheduled for
2029 implementation.

b 2025 actual

Sources: EIA SEDS, CARB, OR DEQ, WA DOE, Stillwater analysis

Table 6B. Current and Long-Term Potential RD and BD Demand in Potential LCF States (million
gallons per year)
2024 Actual Potential

N A O
Diesel | %RD | %BD | Volume | Volume | %RD | %BD | Volume | Volume

California® 6,421 51% 4% 3,261 243  64%°  6%° 4,122 392
Oregon? 849 27% 9% 229 79  50% 20% 424 170
Washington? 974  19% 3% 181 26 50% 20% 487 195
New Mexico? 664 0% 2% - 13 50% 20% 332 133

80 0% 5% - 4 50% 20% 40 16

1,639 0% 8% - 125 50% 20% 819 328

Massachusetts 402 0% 3% - 14 50% 20% 201 80
879 0% 3% - 30 50% 20% 439 176

770 0% 15% - 115 50% 20% 385 154

Maryland 491 0% 3% - 17 50% 20% 246 98
New Jersey 795 0% 3% - 27 50% 20% 398 159
New York 1,354 0% 3% - 47 50% 20% 677 271
Pennsylvania 1,465 0% 3% - 51 50% 20% 733 293

Vermont 60 0% 3% - 2 50% 20% 30 12
Ll 16844 22% 5% 3671 794 [ [ 9334 2476

[US.Total | 48711 8% 4% 3671| 1824/ | | _ |
@ Current LCF programs — CA, OR, WA operational in 2024, NM commencing in 2026, HI scheduled for
2029 implementation.

® 2025 actual

Sources: EIA SEDS, CARB, OR DEQ, WA DOE, Stillwater analysis
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Table 7 provides an estimate of the amount of SAF which would be required to satisfy five percent of jet
fuel demand in the same list of states. This group of states represented 45% of U.S. jet fuel demand in
2024. Achieving a 5% average SAF blend in these states would amount to 589 million gallons per year,
nearly five times that achieved in California and Oregon in 2025.5' New York and New Jersey are important
target states for SAF due to the high volume of air traffic at Newark, Kennedy, and LaGuardia airports.
While Kentucky has adopted a SAF incentive, the state is not among the current or potential LCF states
and is not included in this table. For reference, 2024 jet fuel demand in Kentucky was 622 million gallons.%?
Therefore, a 5% average SAF blend in Kentucky would result in 31 million gallons per year.

Table 7. Potential SAF Volume in Potential LCF States (million gallons)
State Jet Fuel Potential 5%

SAF blend
3,927 196
241 12
843 42
56 3
(Hawair [0 35
| Minois® [N 58
549 27
(Michigan ___[RETY 19
354 18
268 13
798 40
2,016 101
490 25
1

1 1
1,780
US.Total | 25981

@ Current LCF programs — CA, OR, WA operational in 2024, NM commencing in 2026, HI scheduled for

Sources: EIA SEDS, CARB, OR DEQ, WA DOE, Stillwater analysis

5 Summary

The use of BBD in the U.S. is incentivized at both the federal and state levels. The primary federal incentives
are the RFS and the 45Z tax credit. The combination of these incentives provides a floor underneath
national BBD demand. Accordingly, future U.S. BBD volumes are highly dependent upon where EPA sets
the annual BBD percent renewable volume obligation (currently defined through 2027) and the fate of the
457 tax credit beyond its current December 31, 2029 expiration date. Therefore, these incentives need to
continue to be key elements of CFAA’s federal advocacy efforts.

State level incentives serve to influence where BBD is sold with, potentially, ability to raise demand above
the floor set by federal incentives. Existing state incentives come in the form of blending mandates, tax
incentives and exemptions, and LCF programs.

1. Blending Mandates — These include Minnesota’s B20%® mandate for on-road and off-road diesel,
and Bioheat® mandates in New York, Connecticut, and Rhode Island. These mandates appear to
be generally effective and have the benefit of minimal impact on state government finances. The

5" lllinois and Minnesota do not report the volume of SAF claiming their state SAF blend credits.

52 EIA SEDS. https://www.eia.gov/state/seds/data.php?incfile=/state/seds/sep_fuel/html/fuel_jf.html

% The mandated blending level is reduced during winter months, resulting in an on-road diesel in the state including 15% BD as an
annual average.
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three states with Bioheat® mandates represented 37% of U.S. heating oil demand in 2024. Eight
additional Northeast and Mid-Atlantic states represent 52% of heating oil demand and represent
potential targets for new Bioheat® requirements.

2. Tax incentives and/or exemptions — This analysis identifies 19 states that currently offer some
form of tax incentives or exemptions for BBD, with six states offering a combination of tax
incentives and/or exemptions that have resulted in high average BBD content in their diesel
pools. The incentives identified and detailed in Appendix A come in the form of income tax
credits, sales tax exemptions, excise tax reductions, or property tax incentives. Unlike mandates,
they provide an identifiable cost to state budgets and vary in their effectiveness. The
effectiveness can vary with the per-gallon value, whether or not there is an upper limit on the
annual incentive budget, and the duration for which the incentive has been authorized. The
incentives offered by lowa and lllinois serve to make them two of the states with the highest BBD
blend percentages in their diesel pools.

3. LCF programs — While LCF programs only indirectly drive BBD usage, the three states with active
LCF programs in 2024 (California, Oregon, and Washington) had some of the highest
percentages of BBD in their diesel and jet pools. This occurs because BBD represents the
lowest-cost and most readily controlled option for obligated parties to satisfy the LCF program
requirements. These states, in 2024, were also the only states where RD had material rates of
use. New Mexico’s LCF program took effect in April 2026 and Hawaii’s program is scheduled to
take effect in 2029. A number of additional states have considered adoption of LCF programs in
recent years; of these, lllinois, New York, and Pennsylvania represent the most material
opportunities for growing BBD demand due to their large diesel consumption. New Jersey and
New York represent material opportunities for growing SAF demand due to the scale of jet fuel
demand at Kennedy, LaGuardia, and Newark Airports.

All three BBD incentive structures (mandates, tax incentives and exemptions, and LCF programs) have
exhibited substantial success in driving BBD demand. Advocacy efforts in each state need to consider the
policy preferences, influence of local BBD producers and other stakeholders, and the overall political
environment of the state in assessing which policies have the greatest likelihood of enactment.
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Appendix A: State BBD Tax Incentives and Exemptions

The tables below summarize state-level tax incentives (A.1) and tax exemptions (A.2) applicable to
biodiesel and renewable diesel.

A.1 Tax Incentives

State | Program Summary Reference

AL | Biofuel Production Jobs | Companies investing in a biofuel production facility may | Code of
Tax Credit claim a credit equal to 3% of the prior year's employee | Alabama 40-

wages against utility gross receipts and utility service 18-370

use taxes, plus a 1.5% credit on qualified capital through 40-
investment against income, financial institution excise, 18-383

or insurance premium taxes — each for up to 10 years,

with carryforward of earned but unused amounts.

Requires a project agreement with the Governor.

GA | Alternative Fuel and Manufacturers of alternative energy products for Georgia
Advanced Vehicle Job biofuel, battery, and electric vehicle enterprises may Code 48-7-
Creation Tax Credit claim an annual job-creation credit for five years, 40

scaled to new full-time jobs and to the host county's
unemployment and income ranking. Retail businesses
are excluded.

1A Biodiesel Retail Tax Retail dealers earn a per-gallon credit on BD blends, lowa Code
Credits tiered by blend level ($0.05/gal for B11-B19, $0.07/gal | 422.11P

for B20-B29, and $0.10/gal for B30 and greater)
through December 31, 2027. In addition, the fuel
excise tax is reduced by $0.03/gal for blends 11% or
higher through June 30, 2030.

1A Biodiesel Production lowa BD producers earn a $0.04/gal production credit lowa Code
Tax Credit through December 31, 2027, subject to a program cap. | 423.4(9)

KY | Biodiesel and $1/gal income tax credit for BD produced, renewable Kentucky
Renewable Diesel diesel produced, and used in blending. Claims are Revised
Producer and Blender prorated when total approved credits exceed the Statutes
Income Tax Credit annual $10 million cap. Re-blending of already blended | 141.422 to

BD does not qualify, and unused credit may not be 141.424
carried forward.

ME | Biodiesel Producer Tax | State-certified BD producers receive a $0.05/gal MRSA Part
Credit income tax credit, allowed only on the BD portion of a 8, Chapter

petroleum blend. 822:5219-X

MO | Biodiesel Retail Income | Fuel retailers receive a $0.02/gal income tax credit on Missouri

Tax Credit B5-B10 blends and a $0.05/gal credit on B11-B20. Section
The credit is refundable but nontransferable. Sunsets 135.777
December 31, 2033.

MO | BD Producer Income In-state BD producers receive a $0.02/gal income tax Missouri

Tax Credit credit on in-state production, applied against income Section
tax liability. The credit is refundable but 135.778
nontransferable.
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https://afdc.energy.gov/fuels/laws/BIOD?state=al
https://afdc.energy.gov/fuels/laws/BIOD?state=al
https://afdc.energy.gov/fuels/laws/BIOD?state=al
https://afdc.energy.gov/fuels/laws/BIOD?state=al
https://afdc.energy.gov/fuels/laws/BIOD?state=al
https://afdc.energy.gov/laws/10253
https://afdc.energy.gov/laws/10253
https://afdc.energy.gov/laws/10253
https://afdc.energy.gov/fuels/laws/BIOD?state=ia
https://afdc.energy.gov/fuels/laws/BIOD?state=ia
https://afdc.energy.gov/fuels/laws/BIOD?state=ia
https://afdc.energy.gov/fuels/laws/BIOD?state=ia
https://afdc.energy.gov/fuels/laws/BIOD?state=ky
https://afdc.energy.gov/fuels/laws/BIOD?state=ky
https://afdc.energy.gov/fuels/laws/BIOD?state=ky
https://afdc.energy.gov/fuels/laws/BIOD?state=ky
https://afdc.energy.gov/fuels/laws/BIOD?state=ky
https://www.mainelegislature.org/legis/statutes/36/title36sec5219-X.html
https://www.mainelegislature.org/legis/statutes/36/title36sec5219-X.html
https://www.mainelegislature.org/legis/statutes/36/title36sec5219-X.html
https://revisor.mo.gov/main/OneSection.aspx?section=135.775&bid=51519&hl=
https://revisor.mo.gov/main/OneSection.aspx?section=135.775&bid=51519&hl=
https://revisor.mo.gov/main/OneSection.aspx?section=135.775&bid=51519&hl=
https://dor.mo.gov/tax-credits/bpt.html
https://dor.mo.gov/tax-credits/bpt.html
https://dor.mo.gov/tax-credits/bpt.html
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$5,000, for three years.

State | Program Summary Reference
MT | Biodiesel Tax Refund Licensed distributors paying the special fuel tax may Montana
claim a quarterly $0.02/gal refund on BD made entirely | Code
from Montana-produced components; retail motor fuel Annotated
outlet owners or operators may claim an additional 15-70-433
$0.01/gal refund on such BD purchased from a
licensed distributor. Refunds are filed quarterly.
NE | Nebraska Biodiesel Tax | Nebraska fuel retailers receive an income tax crediton | LB 727
Credit Act BD sales, calculated on a $0.14/gal B100 basis and (2023)
scaled down by blend level for $0.042/gal for B30,
$0.028/gal for B20, $0.014/gal for B10, and $0.007/gal
for B5.
ND | Blenders Credit Licensed fuel suppliers blending to B5 or above may North
claim a $0.05/gal credit against tax liability. The credit Dakota
may not exceed the year's liability, and unused Century
amounts carry forward up to five taxable years. Code 57-38-
01.22 and
57-43.2-01
ND | Biodiesel Production 10% corporate tax credit per year for five years for a North
Equipment Tax Credit share of direct costs incurred after December 31, 2004, | Dakota
to retrofit an existing facility or adapt a new one to Century
produce or blend diesel containing at least 2% BD by Code 57-38-
volume, limited to a cumulative cap of $50,000. 01.23 and
57-43.2-01
SC | Biodiesel Production New BD production facilities may claim a $0.075/gal South
Facility Tax Credit credit for a period not to exceed 36 months, limited to Carolina
10 million gallons produced in any twelve-consecutive- | Code 12-6-
month period. 3600
SD | Excise Tax Differential Taxes BD and BD blends at a lower motor fuel excise South
for Biodiesel rate than diesel. The $0.02/gal differential takes effect Dakota
only after in-state production capacity and output Statutes 10-
thresholds are met, and is repealed once a set 47B-3, 10-
cumulative volume of taxed BD and BD blend has been | 47B-4, 10-
sold in the state. 47B4.2, 10-
47B-4.4
SD | Blenders Tax Report Blenders may claim a per-gallon tax report credit equal | South
Credit to the amount by which the special fuel rate exceeds Dakota
the BD blend rate, usable to offset liability arising from Statutes 10-
blending previously untaxed BD. 47B-121.1
VA | Biodiesel Producers Producers of up to two million gallons annually using Virginia
Tax Credit feedstock originating domestically within the U.S. may Code 58.1-
claim a $0.01/gal income tax credit, not to exceed 439.12:02
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https://www.mdt.mt.gov/business/fueltax/faq.aspx
https://www.mdt.mt.gov/business/fueltax/faq.aspx
https://www.mdt.mt.gov/business/fueltax/faq.aspx
https://www.mdt.mt.gov/business/fueltax/faq.aspx
https://nebraskalegislature.gov/FloorDocs/108/PDF/Slip/LB727.pdf
https://nebraskalegislature.gov/FloorDocs/108/PDF/Slip/LB727.pdf
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://afdc.energy.gov/laws/5865
https://www.scstatehouse.gov/code/t12c006.php
https://www.scstatehouse.gov/code/t12c006.php
https://www.scstatehouse.gov/code/t12c006.php
https://www.scstatehouse.gov/code/t12c006.php
https://afdc.energy.gov/laws/5720
https://afdc.energy.gov/laws/5720
https://afdc.energy.gov/laws/5720
https://afdc.energy.gov/laws/5720
https://afdc.energy.gov/laws/5720
https://afdc.energy.gov/laws/5720
https://afdc.energy.gov/laws/5720
https://afdc.energy.gov/laws/6520
https://afdc.energy.gov/laws/6520
https://afdc.energy.gov/laws/6520
https://afdc.energy.gov/laws/6520
https://afdc.energy.gov/laws/6359
https://afdc.energy.gov/laws/6359
https://afdc.energy.gov/laws/6359
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A.2 Tax Exemptions

State | Program Summary Reference
AR | Biodiesel Exempt from Exempts the BD portion of a dyed distillate blend from Arkansas
Gallonage Tax the state sales and use tax of $0.06/gal. Excludes the Code 26-
BD portion from the gallonage tax on dyed distillate 56-224
special fuel, so excise tax is levied only on the non-BD
portion.
IA Fuel Excise Tax Partial | Provides partial exemption to the state fuel tax for BD lowa Code
Exemption blends. The standard excise tax rate for BD blends up to | Chapter
19% is $0.325/gal. Blends of B20 or higher receive a 452A
$0.03/gal reduction, with a $0.295/gal excise tax rate.
Program sunsets June 30, 2030.

IL Sales Tax Exemption BBD blends are exempt from the 6.25% sales tax. lllinois
Blends of least B20 and R20 are exempt from sales tax | Compiled
effective April 1, 2026; from December through March Statutes
the exemption threshold drops to blends above B11 and | 120/2-10
R11. There is no cap, and all fuel exemptions end 105/3-5.1
December 31, 2030. 105/3-10,

105/3-44
110/3-10
MT | Alternative Fuel BD, ethanol, renewable diesel, and sustainable aviation | Montana
Production Property fuel production facilities may be eligible for property tax | Code
Tax Incentives abatements. Additional terms and conditions apply. Annotated
15-6-157
15-6-158
15-24-3111
MT | Biodiesel Tax Producers making BD from waste vegetable oil Montana
Exemption feedstock — used cooking oil gathered from restaurants | Code
or commercial food processors — are exempt from the Annotated
state special fuel tax. Producers must register annually 15-70-401
with the Montana Department of Transportation and and 15-70-
report production and consumption by February 15. 405
NC | Alternative Fuel The retail sale, use, storage, or consumption of North
Exemption from Sales alternative fuels is exempt from the state 7% sales and Carolina
and Use Tax use tax, including BD blended with fuel oil for space General
heating applications. Statutes
105-164.13
and 105-
449.130
NM | Loading Fee Exemption | BD loaded in or imported into New Mexico and delivered | New
to a rack operator for subsequent blending or resale Mexico
may be deducted from the gallons used to determine Statutes 7-
loads, and therefore from petroleum products loading 13A-5
fees.
NM | Excise Tax Deduction Under the Special Fuels Supplier Tax Act, a facility New
for Biodiesel owner that receives or manufactures BD may deduct Mexico
gallons delivered to an in-state rack operator for Statutes 7-
blending into petroleum products or resale. 16A-10
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https://afdc.energy.gov/laws/11300
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State Level Market Opportunities for BBD

State | Program Summary Reference
NY | Alternative Fuels The BD portion of B20 for on-road use is partially New York
Package of Incentives exempt from the state motor fuel, petroleum business, Department
fuel use and sales, and compensating use taxes. B20 is | of Taxation
taxed at 80% of the regular rate that applies to qualified | and
fuel. Finance
RI Motor Fuel Tax BD manufactured at a Rhode Island facility is exempt RI Statute
Exemption from the $0.34/gal state motor fuel tax. The fuel must be | 31-36-1
sold as pure BD (B100) and meet the ASTM D6751
specification.
TX | Excise Exemption for The BD portion of a fuel blend is exempt from the state Texas
Portion of a Blend diesel fuel excise tax, provided the finished product is Statutes
clearly identified as a blend. Tax Code
162.204
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