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The proposed regulations related to the 457 Clean Fuel Production Credit provide additional
insight into how taxpayers may evaluate credit eligibility, recognition considerations, and
potential transferability under the current legislative framework. While the final impact will
depend on the finalized rules and individual taxpayer circumstances, the proposed guidance
may help organizations better understand how the credit could apply to their activities.

= Increased confidence @
infinancial reporting

A key benefit of the proposed guidance is the clarity it delivers around financial reporting—particularly
for organizations selling credits and publicly traded entities. The regulations provide:

Criteria for determining when Consistency in Clarity to support
credits meet the probable accounting approaches preparation of
recognition threshold for transferable credits financial disclosures

Together, these proposals may offer additional considerations for organizations, depending
on circumstances, as they assess asset recognition, audit-related preparation activities, and
investor communication processes.
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Potentialimplications
formarket activity

Regulatory clarity may have immediate market implications. Defined standards
for eligibility, recognition, and transferability may contribute to:

Increased buyer Fewer accounting- Expected faster,
confidence in the related delays more efficient
integrity of credits for sellers transaction execution

The proposed guidance may offer additional clarity that stakeholders can consider
when assessing potential market activity related to clean fuel credits.

Why the reformmatters

Since the credit took effect in 2025, limited regulatory direction made it difficult for
organizations to monetize clean fuel credits—particularly when establishing asset recognition.
This uncertainty constrained decision-making and slowed market activity. The proposed 457
regulations directly address these challenges. Clearer rules could allow stakeholders to better
substantiate outcomes, streamline internal approvals, and integrate clean fuel credits into tax
planning, accounting processes, and broader investment strategies.
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— Further Technical

Resources

This overview highlights the high-level implications of the proposed guidance.
For deeper technical and accounting analysis, see:

KPMG LLP (U.S.) Handbook—Accounting for Tax Credits Handbook: Tax credits

KPMG LLP (U.S.) Tax Newsflash—Proposed Rules and Guidance on the 457 Clean Fuel Production Credit
KPMG report: Proposed regulations providing guidance on clean fuel production credit

KPMG LLP (U.S.)Report—Proposed Guidelines on the 457 Clean Fuel Production Credit (PDF)
Proposed regulations: Clean fuel production credit under section 457

Contactus

Julie M. Holmes Chapel Praveen Ayyagari
Managing Director, Washington Managing Director, Washington
National Tax, KPMG US National Tax, KPMG US

Some or all of the services described herein may
not be permissible for KPMG audit clients and
their affiliates or related entities.

Learn about us: m kpmg.com

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide aci e and timely information, the n be no guarantee that
such information is accurate as of the date it is received or that it will continue to be accurate in the future. | >

act upon such informatio hout appropriate professional advice after a thorough mination of the partic

© 2026 KPMG LLRE a De e limited liability partnership, and its subsidiaries are part of the KPMG global orgar
of inde jent member fir ffiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved. USCS039577-1A

The KPMG name and logo are trademarks used under license by the independent member firms of
the KPMG global organization.



http://kpmg.com/us
https://kpmg.com/us
https://www.linkedin.com/company/kpmg-us
https://kpmg.com/us/en/frv/reference-library/2025/handbook-tax-credits.html
https://kpmg.com/us/en/taxnewsflash/news/2026/02/kpmg-report-proposed-regs-guidance-clean-fuel-production-credit.html
https://kpmg.com/kpmg-us/content/dam/kpmg/taxnewsflash/pdf/2026/02/26026.pdf

