
Direct Pay 

● Direct pay is a new financial mechanism established by IRA that allows tax 
exempt entities to receive a direct payment from the federal government 
equal to the value of a tax credit. 

● Eligible for 12 of the Inflation Reduction Act’s tax credits. Effective for 
taxable years starting after December 31st, 2022.  

● Offers local governments the ability to better achieve their climate goals by 
making carbon reduction and resilience projects more cost effective. 

● Final guidance could be released by the end of the year on the process of 
electing direct payment.
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https://www.whitehouse.gov/cleanenergy/directpay/
https://www.whitehouse.gov/cleanenergy/directpay/
https://www.irs.gov/credits-deductions/elective-pay-and-transferability
https://www.irs.gov/credits-deductions/elective-pay-and-transferability
https://www.usmayors.org/2023/07/11/cities-advancing-climate-action-unlocking-the-potential-of-the-inflation-reduction-act/
https://www.usmayors.org/2023/07/11/cities-advancing-climate-action-unlocking-the-potential-of-the-inflation-reduction-act/
https://localinfrastructure.org/resources/ira-guidance-for-local-leaders-webinar-recording-2/
https://localinfrastructure.org/resources/ira-guidance-for-local-leaders-webinar-recording-2/

