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This is part of an ongoing series of blog posts that answer frequently asked questions 

about the carbon sequestration tax credit under section 450 of the Internal Revenue 

Code. See prior posts for additional background on the tax credit. 

In order to qualify for carbon capture tax credits. the tax rules require that a 

"qualified facility" be the source of carbon oxide emissions. Subject to minimum 

capture requirements described below, a "qualified facility" can be any industrial 

facility, electricity generating facility or direct air capture facility (each as described 

further below), as long as (i) the construction of the facility begins before 2024. and 

(ii)(A) either the construction of the carbon capture equipment at the facility begins 

before 2024 or (B) the original planning and design for the facility includes the 

installation of carbon capture equipment. The IRS published rules in February 2020 

to help taxpayers determine when construction begins for purposes of section 450. 

What is an Industrial Facility, Electricity Generating 

Facility or Direct Air Capture Facility? 

Proposed U.S. Treasury Regulations define the terms industrial facility, electricity 

generating facility and direct air capture facility as follows: 

• "Industrial facility" means a facility that produces a carbon oxide stream from a

fuel combustion source or fuel cell, a manufacturing process or a fugitive carbon

oxide emission source (e.g .. resulting from leaks or other unintended releases)

that. absent capture and disposal, would otherwise be released into the

https://www.kirkland.com/insights/carbon-sequestration
https://www.kirkland.com/publications/blog-post/2020/02/carbon-sequestration-guidance




↩



may constitute Attorney Advertising. 

This publication may cite to published materials from third parties that have already 

been placed on the public record. The citation to such previously published 

material. including by use of "hyperlinks," is not. in any way. an endorsement or 

adoption of these third-party statements by Kirkland & Ellis LLP. 




