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INDEPENDENT GASOLINE MARKETING

The One Big Beautiful Bill:
Another Octane Booster for the
Fuels Distribution and Convenience
Retalling Industry

BY DAVID L. CORBETT, CFA, DIRECTOR, MATRIX CAPITAL MARKETS GROUP, INC.
DOWNSTREAM ENERGY & CONVENIENCE RETAIL INVESTMENT BANKING GROUP

The Tax Cut and Jobs Act of 2017 (“TCJA”) provided an array
of tax changes supportive of a strong M&A market, many of
which were set to expire at the end of 2025 or continue on a
sunset path for the next several years. While there are a range
of economic factors that have an impact on M&A activity
and valuations, the phase out of some of the TCJA provisions
had many market participants and spectators concerned that
the looming sunset period could have a chilling effect on the
market.

Then came the One Big Beautiful Bill (“OBBB”). Introduced
on May 20, 2025, the bill contained much of President
Trump’s proposed tax and spending campaign platform and
went through over a month of stumping by supporters and
opponents.
Senate and House of Representatives and signed into law on

July 4, 2025.

Ultimately, the bill was narrowly passed by the

Matrix published a refresher on the key features of the TCJA
as it relates to mergers and acquisitions and corporate capital
investment in the March/April 2023 IGM issue, and this article
serves as an update focusing on the facets of the OBBB that are
most relevant to the same topics for business owners in the fuels
distribution and convenience retailing (“FDCR?”) industry.

100% Year One Expensing for Qualifying
Capital Investments

For some historical context, prior to the TCJA being signed into
law, Section 168(k) of the tax code allowed for additional first
year ‘bonus depreciation’ to be deducted on certain qualifying
property. Under this provision, 50% of the adjusted basis of
‘original use’ property, which was considered to be new rather
than used, could, but was not required to, be depreciated and
expensed during the year in which it was acquired. An asset
could qualify for this bonus depreciation by meeting certain
criteria, but the broadest and most applicable characteristic
was for the property to have a regular depreciable life (tax[]
basis) of 20 years or less. Broadly speaking, this threshold
included most tangible personal property and excluded most

real property (e.g. land and buildings — although convenience
store/gas station buildings would typically qualify as 15-year

property).

The TCJA retained the framework of Section 168(k) bonus
depreciation, but also expanded it in several key ways. First,
taxpayers were allowed, starting in 2018 and through 2022, to
deduct 100% of qualifying property and immediately expense
it in the year of acquisition rather than depreciating it over
multiple years. Beginning in 2023, this provision entered
a stepdown period in which smaller percentages of bonus
depreciation could be taken in year one. The stepdown
period schedule of year one expensing of qualifying property
was scheduled as follows: 2023 (80%), 2024 (60%), 2025
(40%), 2026 (20%). The second key change to the provision
was the requirement that the property must be ‘original use’
was removed, which allows complete first year expensing of
qualifying assets, regardless of age, so long as it is the taxpayer’s

first use of the property.

The OBBB reverts to and makes permanent the original
TCJA 100% year one depreciation of Section 168(k) qualified
property acquired and placed in service after January 19th,
2025. Outlined in the following exhibit is the example impact to
the internal rate of return (“IRR”) for an acquiror in an M&A
transaction based on the shift from the 20% bonus depreciation
that would have been available in 2026 if not for the OBBB
versus the 100% bonus depreciation rate provided by the
OBBB. The example assumes an asset structure transaction
with 70% of the total purchase price being funded with debt
and the remaining 30% through cash equity. For the IRS form
8594 purchase price allocation, 40% is assumed to be allocated
to buildings and 15% to equipment (categories used in this
example are assumed to be subject to bonus depreciation).
Based on the assumptions in this example, a buyer could pay
~11% more with 100% bonus depreciation and achieve the
same internal rate of return versus if they only receive year one
bonus depreciation of 20%. While the characteristics of each

transaction are unique, this example illustrates the power of P>
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the time value of money and the impact that accelerated depreciation can have on returns and the ability for buyers to pay more
for businesses due to this provision.

Example Impact on the Internal Rate of Return of the Shift Back to 100% Bonus Depreciation

BONUS DEPRECIATION IMPACT ON RETURNS
One Big Beautiful Bill ("OBEB") Bonus Depreciation
* The signing of the QBBE on July 4th, 2025, implemented 100% bonus depreciation

Assumptions

20% - 100% « $15MM Seller Corporate EBITDA

2026 Bonus OBBB Bonus = Purchase price funded with 70% debt
Depreciation Depreciation . -
___________________ ; * Purchase price allocation:
AR | _ " 20% land
0% 50% 100% 0% 508 100% * 40% buildings
* 15% equipment
= 25% goodwill

Bonus Depreciation — Multiple Expansion

Impact on Returns

PreB8e 11,0 * The entry corporate EBITDA multiple to
~10.7% achieve a ~17% after-tax |RR under the
Increase previous 2026 20% bonus depreciation

was 11.0x

o [ - - Comparatively, with 100% bonus

depreciation to achieve a ~17% after-

i ) o B i 5 S tax IRR the entry multiple is ~12.2x

Business Interest Deduction Limitation

Section 163(j) of the tax code generally limits the tax deductibility for business interest expense to 30% of adjusted taxable income
(“ATT”). Prior to 2022, ATT was based on earnings before interest, taxes, depreciation and amortization (“EBITDA”). Beginning
in 2022, adjusted taxable income was calculated on earnings before interest and taxes (“EBIT”), which is net of non-cash expense
amounts for depreciation and amortization and had the effect of decreasing the cap on the deductibility of interest expense for
tax purposes. For tax years beginning after December 31, 2024, the OBBB permanently reinstates EBITDA as the metric being
used to establish adjusted taxable income. The OBBB also requires interest expense that has been capitalized along with the assets
acquired utilizing the debt (such as inventory or fixed assets) to be included in the amount of interest measured in the 30% ATI
cap. This can also limit the amount of interest expense reflected in the P&L that can fall within the 30% cap.

Despite the interest capitalization provision, generally speaking, the switch back to EBITDA from EBIT as the measure of ATI
increases the cap on deductibility of interest expense and the corresponding tax shield effect. This is especially relevant for
businesses with significant section 168(k) assets eligible for the previously mentioned bonus depreciation or those that have made
acquisitions for which there would likely be a portion of the purchase price allocated to goodwill, which is amortized for tax
purposes.

The table on the next page is an example illustration of the potential impact of the OBBB interest deduction provision. While
the figures are purely illustrative, in this case the use of EBITDA rather than EBIT as the benchmark for ATT results in a 50%
increase in the interest deduction. As a result, in the case of an acquisition, a buyer could theoretically utilize additional debt to
fund the purchase and achieve a point of equilibrium at which they would achieve the same after-tax free cash flow. The reduced
equity contribution in this scenario would allow for either a greater IRR or allow the buyer to increase the purchase price and
achieve the same IRR.
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THE ONE BIG BEAUTIFUL BILL: ANOTHER OCTANE BOOSTER
FOR THE FUELS DISTRIBUTION AND CONVENIENCE RETAILING INDUSTRY

OBBB Business Interest Deduction Provision Example

Component Pre-OBBB Post-OBBB

Taxable Income $2,500,000 52,500,000
Plus: Interest Expense 57,380,000 57,380,000
Plus: Interest Income $120,000 $120,000
Plus: Depreciation 50 53,000,000
Plus: Amortization S0 $2,000,000
Equals: Adjusted Taxable Income 510,000,000 515,000,000
30% Interest Deduction Limit 53,000,000 54,500,000

Expansion of Section 1202 Benefits for Small Business Stock

While Section 1202 of the tax code has been in existence since 1993, the OBBB made several modifications that are beneficial
for owners selling a business. The original provisions of Section 1202 allowed non-corporate taxpayers to exclude a specified
percentage of their gains from the sale or exchange of qualified small business stock (“QSBS”) held for at least five years. This
generally includes stock issued by domestic C-Corporations with gross assets that do not exceed $50 million and that do not conduct
certain non-qualifying trades or businesses (which generally includes service providers such as legal, healthcare, accounting, etc.
whose primary asset is human capital). Prior to the advent of the OBBB, the amount of gain that could be excluded was generally
limited to the greater of either $10 million or 10 times the aggregate adjusted bases of the QSBS issued by the corporation and
sold during the taxable year.

The OBBB ushered in the changes to Section 1202 outlined in the table below for QSBS issued after July 4th, 2025, while QSBS
issued prior to this date must adhere to the pre-OBBB rules. The new parameters for QSBS stock issued subsequent to the OBBB
allows for gain exclusions as soon as three years after issuance on a graduated basis through year five. The new regulations also
increase the gross asset limitation threshold to $75 million and the gain exclusion cap to $15 million or 10 times the basis of the
corporation’s QSBS that is sold. The gross asset limitation and flat dollar exclusion cap both include an inflation indexing feature
to allow for what would ostensibly be future increases in the amounts.

Section 1202 Qualified Small Business Stock Benefits
Feature Pre-OBBB

Post-OBBB
Lowered to 3 years and instituted a tiered system:
(i} 50% of gain is excluded for QSBS held for 3 years
(ii} 75% of gain is excluded for QSBS held for 4 years
(iii) 100% of gain is excluded for Q585 held for 5 years

Stock Holding Period Requirement 5 years

550 million
$10 million

575 million (indexed for inflation)
515 million (indexed for inflation)

Gross Asset Limitation Threshold
Single Issuer Exclusion

While Section 1202 is tailored only for a subset of businesses given the parameters around corporate structure (C-Corporation),
company size and transaction type (stock sale), among others, it can provide meaningful tax savings in the event of a sale or
liquidity event and particularly in the context of stock issued subsequent to the OBBB.

Qualified Business Income Deduction

Section 199A of the TCJA was designed to provide tax relief through a qualified business income deduction (“QBI”) to sole
proprietorships and pass through entities such as S-Corporations that did not receive the benefit from the reduction of the federal
C-Corporation tax rate to 21%. There is quite a bit of nuance in terms of the practical application of the QBI that is beyond
the intended scope of this article, but generally speaking, the deduction is equal to the lesser of 20% of qualified business income
plus 20% of qualified real estate investment trust (“REIT”) and qualified publicly traded partnership (“PTP”) income, or 20% of
taxable income, less net capital gain. QBI is the net amount of qualified income, gain, deduction, and loss with respect to any
qualified trade or business of the taxpayer; however, it does not include any qualified REIT dividends or qualified PTP income.
Combined QBI is the aggregate of the deductible amount for each of a taxpayer’s qualified trades or businesses plus 20% of the
taxpayer’s aggregate REIT dividends and income from PTPs. B>
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THE ONE BIG BEAUTIFUL BILL: ANOTHER OCTANE BOOSTER
FOR THE FUELS DISTRIBUTION AND CONVENIENCE RETAILING INDUSTRY

Like many provisions in the tax code, there are a number
of caveats and exclusions that impact the application of the
QBI provision.
the provision, particularly related to professional service

There are generally income limitations for

businesses, but fortunately the majority of businesses in the
fuels distribution and convenience retailing sector sit outside of
that definition and would likely take more complete advantage
of the provision, subject to the general income limitations.

The QBI 20% deduction from the TCJA was slated to expire on
December 31, 2025. As part of the OBBB, this provision has
become a permanent part of the tax code and extends what has
been a meaningful tax rate reduction for pass-through entities.
Had this provision not been extended, the tax burden on pass-
through entities would have increased, which would have
reduced the free cash generating capability of these businesses,
including acquired business assets, and thus require a lower
purchase price to achieve the same cash-on-cash return.

Conclusion

While there may be continued debate as to the longer-term
impact of the OBBB on the federal deficit and the U.S.
economy as a whole, it is clear that many of its provisions are

very favorable to those operating, buying and ultimately selling
businesses. The provisions outlined in this article are only
a subset of the OBBB focused on businesses but have been
highlighted as they are most relevant to the fuels distribution
and convenience retailing industry, and are meaningful
supplements to the historically low tax rates that have been in
place since the passage of the TCGJA. Operating fundamentals,
M&A activity and valuations in the industry have held up very
well over the last several years relative to many other industries,
and the advent of the OBBB should provide the market
additional support for continued strength and potentially

enhanced trends over the years to come. %

David L. Corbett, CFA
Director
804.591.2048

dcorbett@matrixcmg.com
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INDEPENDENT GASOLINE MARKETING

Harvest and Holidays Arrive with Poor
Diesel Stocks and Weak Demand

BY AARON TUCKER, S&P GLOBAL COMMODITY INSIGHTS

Diesel approached its busy fall season in short supply but in
shorter demand, at least in the United States.

As the summer ended, U.S. distillate traders and schedulers
were examining current storage levels and diesel demand to
determine how much volume they needed for the rest of the
year. Fall tends to be a boon for Midwest diesel traders, as
heightened volatility amid the crop harvest season can cause
prices to fluctuate dramatically, as those who drive diesel
vehicles surely notice at the pump. Then comes winter, when
heating oil needs emerge, mostly in the Northeast but also in
the Midwest.

Diesel traders closely monitor storage and demand data in the
Midwest, where the planting and harvest seasons significantly
influence price. Farmers and ranchers require diesel to run
tractors, combines and other heavy equipment.

In 2024, the Platts Group 3 X-Grade ULSD differential to the
underlying NYMEX ULSD futures rose 12 cents/gal over a
month and a half as buying pressure increased ahead of the
fall harvest. In 2023, however, diesel differentials jumped
over §1.15/gal in just three weeks as peak demand outpaced
available supply, causing a severe shortage.

Outright prices during the autumn trough-to-peak periods
moved from $2.071/gal on Sept. 10, 2024, to $2.3957/gal on
Oct. 7, 2024, while in 2023 it jumped from $2.9612/gal on
Oct. 5 to $4.2541/gal on Oct. 20, according to Platts, part of
S&P Global Commodity Insights. Platts assesses bulk trades
of typical 10,000-barrel lots out of a refinery or storage in the
Midwest, while wholesale rack prices and prices at the pump
range much higher due to taxes and logistics.

On Aug 18, 2025, Platts assessed the benchmark X grade out
of Tulsa at $2.2443/gal, near a two-month low. “Everything is
pretty muted at the moment,” one refined products broker said.
During those fall price increases in 2023 and 2024, the US
Energy Information Administration measured Midwest ULSD
inventories at 30.226 million barrels and 30.734 million barrels,
respectively. As of mid-August this year, Midwest diesel stocks
measured 26.738 million barrels, well below storage levels
observed in the two years prior.

US Midwest ULSD inventory
(million barrals)
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So far in 2025, U.S. ultra-low sulfur diesel stocks have remained
near and, at times, broken historical lows. In early July, EIA
data showed that ULSD stocks nationwide fell to 93.525 million
barrels, the lowest level since November 2014.

US waakly distillate stocks (million barrals)
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Inventory recovered moderately but remained near the bottom
of the previous five-year range by mid-August. Midwest
inventories fell below their five-year range in mid-May and
remained there until late July, when they crossed back above
2022 storage levels.

Record Export Volume Pulls Barrels
from Domestic Demand Hubs

Perhaps the leading reason for low inventory levels nationwide
is the significant export volume out of the U.S. Gulf Coast,
otherwise known as PADD 3. According to S&P Global
Commodities at Sea data, July export volumes from the USGC
totaled 43.1 million barrels, the highest monthly recording in

data going back to 2016. The previous record was July 2022 at p-
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40 million barrels, which was also the same time Midwest diesel
stocks were abnormally low.

USGC diesel & gasoil exports
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Barrels placed on the water for export out of the USGC pull
supply away from other locations, such as the Midwest and
Atlantic Coast, which receive barrels via pipeline. In fact, in
early July, diesel prices for assessments based in New York
Harbor jumped to 1.5-year highs after Atlantic Coast diesel
inventory fell to a 3-year low. In this acute situation, there were
not enough barrels moving up the Colonial Pipeline from the
U.S. Gulf Coast production region to storage facilities along
the Atantic Coast, particularly New York Harbor. Market
participants indicated that the sharp price movement and
shortage were at least partially attributable to Gulf Coast
exports pulling barrels away from Colonial Pipeline.

The leading indicator that described the diesel tightness and
pricing environment over the summer was the crack spread,
which evaluates what a refiner can expect to earn for a given
product. The Platts benchmark USGC ULSD pipeline spread
against WTT crude reached a 1.5-year high at $35.119/b in
mid-July, indicative of both the inventory and downstream
demand environment. This made ULSD the most profitable
product in the distillation column, fetching a greater yield by
$6/b over jet fuel, the second most profitable product.

Diesel export prices had been strong since May, with Platts
assessing European-spec EN590 diesel at a 3.75 cents/gal
premium to Gulf Coast pipeline ULSD for most of the summer.
This translated to a range of around $2.10/gal to $2.35/gal
for outright prices, fluctuating depending upon the NYMEX
futures. Platts export prices are built on the benchmark Gulf
Coast ULSD pipeline price, which is widely used in contracts,
derivatives and termed diesel sales. The benchmark experienced
its typical summer boost but remained lower and less volatile
than the two previous summers as the market has adapted to
the Russia-Ukraine war environment.

Competitive Gulf Coast export pricing permitted the arbitrage
between the USGC and Europe to remain unusually open most
of the summer. European demand was strong, pulling barrels
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across the Atlantic for their summer driving season. Diesel cars
make up around 30% of the total internal combustion engine,
or ICE, car market in Europe, but only 3% of the ICE car
market in the US.

Some distillate traders and brokers believe that this record
diesel export volume could continue for a few more months,
depending on the impact of the upcoming EU sanctions. These
sanctions, which ban imports of refined products made from
Russian crude, will not take effect until January 2026, but many
European buyers have already begun to hesitate in purchasing
refined products from India. India is a significant exporter of
refined products to Europe and sources a large portion of its
crude from Russia.

Since banning its own member countries from importing
seaborne Russian crude and refined products in December
2022 and February 2023, the EU had deliberately left the door
open for crude flows to be redirected toward foreign buyers,
such as India and China. As a result, India emerged as Russia’s
largest crude consumer and a major fuel supplier for Europe
to replace large volumes of diesel once sourced from the Baltic
and Black Sea. But with reluctance from European countries to
purchase refined products, particularly diesel, from India, the
U.S. Gulf Coast may continue to support Europe outside its
typical seasonality.

Historically, USGC exports peak in late July and early August.
The S&P Global Commodity Insights ArbFlow tool showed the
USGC-Northwest Europe arbitrage averaged open at $1.99/b
in July and peaked at $4.76/b on July 10. The arbitrage had
since closed, measuring an 82 cents/b disincentive as of Aug. 11.

Strong Demand Worldwide Offsets a
Questionable Domestic Picture

The other side of the low inventory coin is demand. Following
President Trump’s Liberation Day tariff’ announcements, those
most exposed to the tariffs, particularly retailers, rushed to
import products before the tariffs were implemented, essentially
frontloading goods. This caused increased diesel drayage
demand as products were offloaded at port terminals and then
moved by diesel trains and trucks to their final destinations.

Looking abroad, multiple market participants noted that
demand worldwide has been strong, with atypically strong
demand from Latin America.

“South America is having drought issues, resulting in reduced
hydropower,” said one distillates trader back in June. When
electricity grids are strained, power companies and those
with the option may choose to run diesel-powered generators.
“Some of the demand is power burn.”



HARVEST AND HOLIDAYS ARRIVE WITH POOR DIESEL STOCKS AND WEAK DEMAND

Another big demand draw — Brazil — has also returned.
Cheaper Russian exports have flooded the market and taken
over the U.S. share since the Ukraine war. But internal Russian
demand, secondary tariff threats, and other worries have
severely narrowed the arbitrage.

“Russian exports to Latin America — primarily Brazil — fell by
45,000 b/d between the first and second quarter, allowing the
Gulf Coast to reclaim market share,” S&P Global Commodity
Insights analysts noted in a late summer briefing.

Domestically, the U.S. heating oil season always boosts demand
in the Northeast and, to a limited extent, the Midwest. Diesel
and heating oil are the same product but are treated differently
for taxation purposes. The heating oil demand will draw barrels
in storage as the colder months arrive, while U.S. refiners begin
their maintenance season. This could also cause price volatility
depending on whether there are some early and strong cold
snaps and which refineries undergo maintenance, and of
course, the duration of that maintenance.

Historically, heating oil prices bottom in August and gradually
build into February.

Platts CPL ULSHO differential

(&/gal) Heating oil season
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The holiday season was also likely to cause the usual boost in
drayage demand across the Unite States. This coincides with
the decline in summer European travel demand, meaning
fewer exports for a thirstier domestic market. But this typical
holiday demand may not be as strong as in years past due to the
increase in goods already in US warehouses.

The SPGCI analysts noted this impact, as well as a potential
systemic weakness in the US economy, affecting downstream
diesel demand:

“Most indicators suggest fundamental weakness: Housing
construction is declining sharply, particularly in the Gulf and
West coasts, active oil rigs in PADD 3 have fallen nearly 15%
since February and the pre-loading of container goods since
the latter half of 2024 is expected to lead to weak imports in the

second half of 2025. We currently expect U.S. diesel demand
to decline by about 90,000 b/d year over year in 2025.”

SPGCI analysts have indicated that U.S. diesel inventory
may continue to build for the remainder of the year, given
the uncertain demand outlook. But the macroeconomic and
geopolitical factors previously discussed could lead to further
tightness in the market. Diesel prices may experience some
relief in Q4, depending on how demand develops.

Key factors to monitor in the coming months include the
strength and timing of harvest season demand in the Midwest,
the sustainability of robust exports, particularly to European
destinations amid heightened scrutiny of Russian crude, and
the volume of goods that retailers anticipate importing now
that certain tariffs have been enacted and retailers are likely

well supplied through the holiday season. %

About S&P Global Commodity Insights

S&P Global Commodity Insights has a complete view of
global energy and commodities markets that enables our
customers to make decisions with conviction and create long-
term, sustainable value. For more than 100 years, we’ve been a
trusted connector that brings together thought leaders, market
participants, governments, and regulators to co-create solutions
that lead to progress.

S&P Global Commodity Insights is a division of S&P Global
(NYSE: SPGI), the world’s foremost provider of ratings,
benchmarks, and analytics in the global capital and commodity
markets. In March 2022, S&P Global Platts and IHS Markit
ENR combined to become S&P Global Commodity Insights.
It’s an exciting combination to better serve our customers in
markets, including oil, natural gas, LNG, clectric power, coal,
shipping, chemicals, metals, agriculture, and energy transition.
Each day we publish news, commentary, fundamental market
data, research, analysis, and thousands of daily price assessments
widely used as benchmarks in the physical and futures markets.
Traders, analysts, risk managers, scientists, engineers, strategic
planners, and other professionals at more than 15,000 public
and private sector organizations in over 150 countries benefit
from S&P Global Commodity Insights services.

Aaron Tucker has been a part of the
Americas distillates team since May 2023,
primarily covering the US diesel market.
Aaron also has experience covering Jet fuel
and Latin middle distillates.
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As an exclusive member benefit, SIGMA offers the Marketer Legal Counsel Section (MLC), an outlet where
SIGMA members’ legal counsel can network and discuss pressing common issues with other in-house counsel.
MLC provides a unique platform for members’ legal counsel to collaborate with leading industry attorneys,
exchange ideas, and address today’s most pressing legal challenges.

The group meets in person twice a year at SIGMA's Spring and Annual Conferences.
Each meeting delivers timely, relevant topics—past discussions have included:

- Workplace immigration compliance

- Mergers & acquisitions

- Anti-trust considerations

- Employment law and workplace ethics

- Insurance essentials

- Creating a best-in-class work environment

Participants typically earn 4-6 CLE credit hours per meeting,
with SIGMA managing all the application details.

Why Join?

- Expand your legal and industry network

- Gain leadership experience

- Stay current on emerging legal trends

- Grow professionally and develop new skills

Annual Membership Fees:
- $2,000 for the first company member
- $1,000 for each additional member from the same company

Join today and connect with the legal minds shaping the future of fuel marketing.

“In 2009, we established the Marketer Legal Counsel Section (MLC) to provide general counsels of fuel companies with access to peers in the
fuel industry. Since then, MLC has grown in numbers and has delivered tremendous value to our members through CLE-approved education
sessions and invaluable roundtable discussions with experienced outside attorneys and general counsels who generously share their knowledge
and experience on a wide range of legal issues impacting our companies and the fuel industry. There is no other group like this in the fuel
industry, and the insights and friendships gained from this membership are unparalleled. — Katie Hollowell, Esq., Boyett Petroleum

How to Join: For more information on this program, please contact EIASANA A
iIwri

Kate Rowan at Krowan@sigma.org. oy ViF\
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