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THE FEDERAL 25D TAX CREDIT ON WOOD AND 

PELLET STOVES CAN SAVE YOU OVER $1000! 

HOW SO? 

On December 28th, 2020, a new legislation was signed to create an Investment Tax Credit (ITC) for 
home heating equipment. This new Tax Credit is under section 25(D) of the US Internal Revenue 
Code (IRC or Tax Code). It came into effect on January 1st, 2021 and will last until December 31st, 
2023. 

WHAT IS THE WOOD AND PELLET HEATER 25(D) 

TAX CREDIT? 
Since January 2021, American consumers buying highly efficient wood or pellet stoves, or larger 
residential biomass-fueled heating systems will be able to claim a 26% tax credit that is uncapped and 
based on the full cost of the unit including chimney, hearth pad, permit and labor. The stove tax credit 
is set at 26% for both 2021 and 2022. It will step down to 22 percent in 2023. This provision is part 
of the BTU Act and was part of the pandemic relief package. 

This Wood and Pellet Stove Tax Credit is the highest amount allowed in history. 

NOT ALL PELLET AND WOOD FIREPLACES 

QUALIFY FOR THE FEDERAL TAX CREDIT? 
In fact, most wood stoves, inserts and fireplaces on the Market do not qualify. The legislation is aimed 
at helping consumers get efficient heaters. So, the ITC is requiring the biomass-fueled stoves (wood 
or pellet heaters) to have an HHV* of 75% efficiency or higher. HHV stands for Higher Heating Value. 

https://smokeysstoves.com
https://cfpub.epa.gov/oarweb/woodstove/index.cfm?fuseaction=app.searchresults&manufacturersid=0&heatoutputupper=100000&heatoutputlower=0&lu_appliancetypesid=0&lu_appliancesubtypesid=0&lu_fueltypesid=0&lu_testmethodsid=0&recs2display=10&emissionrate=0%20grams/hr%20-%2010%20grams/hr&efficiencytested=0%20%2D%20100&bturange=0%20BTUs%20%2D%20100000%20BTUs&z_outofproduction=0&searchterms=&searchtype=advanced&sortby=EffSort


CHECK THE LINK HERE CREATED BY THE EPA 
The EPA has created and is maintaining the official Wood Stove Database. As you get on the 
database, click on ‘Most Efficient’ to start your search. Move the Efficiency Indicator to bring it to 
75% efficiency and click on ‘Do Search’. This will generate the list of all pellet and wood heaters that 
are 75 percent efficient and more. If the heater you are shopping for is not on that list, it simply does 
not qualify for the Federal Tax Credit. It is important that you refer to this list, as this is where the IRS 
is looking into when auditing. 

 

 

 

TAKE ADVANTAGE OF THIS GENEROUSE 26% 
SAVINGS AND UPGRADE OR PURCHASE A SOLID 
FUEL HEATING APPLIANCE FOR YOUR HOME! 

https://cfpub.epa.gov/oarweb/woodstove/index.cfm?fuseaction=app.search


 

TO CLAIM THE TAX CREDIT? 
keep the sales receipt and all installation paperwork along with the heater certificate from the 
manufacturer. 

The store from whom you purchased the qualifying heater will provide you with a manufacturer's 
certification statement indicating that the product qualifies for the tax credit.  Below is an example. 



TO CLAIM YOUR FEDERAL TAX CREDIT? 
You claim the 26% tax credit on your federal income tax return form, starting on the 2021 tax return. 
The credit is a reduction of the total income tax owed. This is a non-refundable tax credit available for 
individuals who pay federal taxes. 

If your tax owed is reduced to zero by this credit, but you still have money left to claim, it can be 
carried over to the next tax year to further reduce your tax burden in the future. 

You should always consult a tax professional as individual situations may vary. 

Paper Filing: The credit can be claimed on IRS Form 5695 under Residential Energy Efficient Property 
Credit. If you are eligible to claim the tax credit, the amount must be entered on line 5 of tax form 
5695. Biomass is specifically mentioned on the form and on its own line. The credit may be claimed in 
the year in which a qualifying product is installed. So, if your stove or fireplace is purchased in 2021 
but not installed until 2022, you will then claim the credit on your 2022 tax return. 

Electronic Filing: If you are using tax filing software, the credit generally will be found under the 
"Credits" section of the Federal portion (Home Ownership – Residential Energy Credit). 

If you made a qualifying purchase and installation in a previous tax year and want to claim the credit 
this year, you need to file an amended return using IRS Form 1040-X. 

 

WHERE CAN THE QUALIFIED HEATER BE 

INSTALLED? 
It may be installed in your primary home, secondary home, vacation home, a new or existing home. 
The only restriction is that the property where it is installed cannot be an investment property such 
as a rental home. 

https://www.irs.gov/pub/irs-dft/f5695--dft.pdf
https://www.irs.gov/pub/irs-dft/f5695--dft.pdf
https://www.irs.gov/pub/irs-dft/f5695--dft.pdf
https://www.irs.gov/forms-pubs/about-form-1040x


There is no stated limit from the IRS as to how many qualified heaters you may buy and claim the 
stove Tax Return for. 

It is always best advised to talk to your Tax Advisor. 

RETAILER TO CONTACT TO PURCHASE OR 
ANSWER QUESTION. 
www.SmokeysStoves.com 
 

www.SmokeysStoves.com

