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Hopkins CPA Reviews 2026 IRS Guidance
Affecting Dyed Fuel Tax Claims in Energy
Operations

Hopkins CPA reviews new IRS dyed fuel guidance for 2026, covering stricter documentation
expectations and a new excise tax refund option.

CORPUS CHRISTI, TX, UNITED STATES, August 10, 2026 /EINPresswire.com/ -- Joe Hopkins CPA
Breaks Down New Recordkeeping Expectations and a New
“ Refund Provision Affecting Off-Road Fuel Use

The penalty structure
doesn't leave room for a
good explanation. If dyed

Joe Hopkins, CPA, MBA, and founder of Hopkins CPA Firm,

is reviewing new IRS guidance affecting how energy

fuel shows up in the wrong companies and equipment-heavy operations document

tank, the fine applies either their use of dyed diesel fuel. With federal penalties for

way." dyed fuel misuse carrying no reasonable-cause exception,

Joe Hopkins, CPA, MBA, and with a new refund provision now in effect, Hopkins

Founder, Hopkins CPA Firm says 2026 is a year where documentation habits that once

seemed like a formality deserve closer attention.

Why Dyed Fuel Documentation Is Getting More Scrutiny

Dyed diesel fuel is sold exempt from the federal highway excise tax because it is intended for off-
road use in equipment such as drilling rigs, generators, compressors, excavators, and other
machinery that never operates on public roads. The red dye exists specifically so inspectors can
distinguish untaxed fuel from taxable highway diesel during roadside and site inspections.

The compliance stakes are significant. Federal penalties for using dyed fuel in a taxable vehicle
start at the greater of $1,000 or $10 per gallon of misused fuel, and those penalties apply
regardless of whether the misuse was intentional or accidental.

Businesses operating mixed fleets, where the same site may have both off-road equipment and
registered highway vehicles, face particular exposure if fueling procedures are not clearly

documented and enforced.

"A lot of operations treat their fuel records as an afterthought until an inspection happens," said
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Joe Hopkins, CPA, MBA, and founder of Hopkins CPA Firm. "The penalty structure doesn't leave
room for a good explanation. If dyed fuel shows up in the wrong tank, the fine applies either
way. For energy operations, that makes recordkeeping a financial control issue, not just
paperwork."

What the Documentation Standard Actually Requires

Businesses using dyed fuel are expected to maintain records showing what was purchased, how
much, and which equipment it was used in. This typically includes purchase receipts identifying
gallons and dates, equipment logs tying fuel use to specific qualifying machinery, and
documentation supporting that the equipment in question qualifies for off-highway use. The IRS
generally expects these records to be retained for at least three years from the date the related
return is due or filed.

Storage and labeling requirements add another layer. Businesses that store dyed fuel on site are
generally required to post clear notice at the point of delivery or storage identifying the fuel as
dyed and restricted to nontaxable use. For operations with multiple storage tanks or mobile fuel
units serving different equipment types, inconsistent labeling is one of the more common issues
that surfaces during review.

A New Refund Provision Adds Another Layer

Recent federal legislation introduced a new mechanism allowing certain taxpayers to recover
federal excise tax paid on clear diesel fuel or kerosene in cases where that same fuel was later
removed from a terminal as dyed fuel for nontaxable use. The IRS has indicated that further
guidance on the claims process is forthcoming, but the provision itself is already in effect for
qualifying fuel removed on or after the law's effective date.

"This new refund option is a meaningful change, but it only helps taxpayers who can actually
document the chain of transactions," Hopkins noted. "You need records showing the tax was
paid, and records showing the fuel was later dyed and used for a qualifying purpose. Businesses
that haven't historically tracked this closely may find they're leaving a legitimate refund on the
table simply because the paperwork trail isn't there."

Why Energy Operations Face Particular Exposure

Companies involved in drilling, extraction, and related field operations tend to rely heavily on
dyed fuel to power stationary equipment, generators, and off-road machinery, often across
multiple job sites with varying levels of oversight. This operational complexity increases the
chances of a documentation gap, even in businesses that are otherwise fully compliant in their
fuel purchasing practices.

Working with a CPA Corpus Christi Tax advisor familiar with excise tax rules can help energy
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businesses build recordkeeping systems that hold up under review, rather than assembling
documentation after an inspection has already occurred.

Reviewing Fuel Tax Practices Before Year-End

Hopkins recommends that energy businesses use the remainder of 2026 to review their fuel
purchasing, storage, and usage documentation, particularly at sites where dyed and clear diesel
are both present. Hopkins CPA Firm works with clients on tax planning services in Corpus Christi
to help business owners evaluate compliance gaps and determine whether they may be eligible
for refund provisions tied to their fuel tax history.

About Hopkins CPA Firm

Hopkins CPA Firm is a Corpus Christi, Texas-based tax advisory firm founded by Joe Hopkins,
CPA, MBA, and former CFO with more than 30 years of experience. The firm is regarded as one
of the most experienced tax relief resolution teams in the country, with a team of former IRS
agents, advanced tax planners, and expert tax practitioners carrying more than 150+ years of
combined professional experience.

Hopkins CPA Firm provides tax planning, tax preparation, IRS resolution, and business advisory
services to individuals and business owners, serving clients across Texas and throughout all 49
states, with particular experience in the oil and gas industry. For more information, visit our
website.
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