
MEMO 

RE: Freight Rail Infrastructure Capacity Expansion Act of 2009 (FRICEA) 

 

H.R. 272: The FRICEA amends the Internal Revenue Code to allow: (1) a tax credit for 

25% of the cost of new qualified freight rail infrastructure property and qualified 

locomotive property; and (2) a taxpayer election to expense the cost of qualified freight 

rail infrastructure property (i.e., deduct all costs in the current taxable year). Terminates 

such credit and expensing election after 2012. 

 

 

Legislative History:  The FRICEA was first introduced in July of 2006 by Sen. Trent 

Lott.  The House bill was first introduced by Rep Meek in 2007.  Neither version has ever 

made it past Committee referral.  Both were reintroduced in the 110
th

 and the House bill 

was reintroduced by Rep Meek on January 7, 2009. 

 

 

Stakeholders:  Because the bill will make freight rail more competitive it will have an 

adverse effect on the trucking industry.  The magnitude of the effect on trucking is 

estimated to be small because rail and trucking are used differently to optimize their 

strengths.  Marine shipping would likely benefit because it would improve shipping from 

ports to inland destinations, manufacturers would also benefit from this.  The Citizens for 

Rail Safety oppose this legislation arguing that safety should come before capacity.   

 

Arguments Pro: The U.S. Department of Transportation projects that demand for rail 

freight service will nearly double in the next 25 years.  A 2007 Cambridge Systematics 

study concluded that a $148 billion is needed in the next 25 years to meet the nation’s 

projected need for rail capacity.  Railroads can invest about 70 percent of the money 

necessary to expand their networks to keep up with the nations’ needs.  But additional 

investment is needed.  Without it, 30 percent of America’s primary rail miles will be 

overused by 2035, according to the study, causing severe congestion and gridlock 

throughout the U.S. If freight is shifted back onto our highways, there will be an increase 

in pollution and fuel consumption.
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Proponents claim the following benefits from increases in railroad capacity. 

1. A cleaner environment (freight trains pollute one-third as much as trucks) 

2. More fuel efficiency (a freight train can move a ton of freight an average of 436 

miles per gallon of diesel fuel, three times as far as a truck)  

3. Less traffic on our nation’s highways (a single intermodal train can remove up to 

300 trucks from the highways) 

Rep Corrine Brown wrote on Op-Ed that was published in The Hill and can be found on 

the web at http://thehill.com/special-reports-transportation-and-infrastructure.html 
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Arguments Con: The main argument against this is that it is a wasteful use of 

government money.  A study commissioned by the Citizens for Rail Safety conducted by 

the Anderson Economic Group, LLC made the following points in their report. 

1) If demand for freight rail increases in the coming years, as many expect, the 

industry will likely increase capacity somewhat even without the incentives 

provided by FRICEA.  In this way, some of the tax incentives will be used to 

encourage investment that would have happened anyway. 

2) The incentives will not steer investment to lines that are already operating at 

or near their safe capacity. 

3) Some investments will be made strictly to benefit from the tax credits and 

expensing rules.  The bill allows for expensing rules to apply directly to a 

firm’s AMT liability which is particularly likely to cause tax avoidance 

behavior.
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