
Solar Boston Permitting Guide   

  

Chapter 5. Incentives  

A number of federal and state incentives exist to encourage development and installation of 
solar PV systems. The following section discusses key incentives that are driving solar PV invest-
ment in Massachusetts. Since many solar incentives are tax-related, system owners should con-
sult a tax professional before claiming any solar-related credits or deductions on their tax re-
turns. 
 

5.1 Federal Incentives 

Federal Investment Tax Credit (ITC) 

To encourage consumers to invest in renewable energy or reduce their energy consumption, 
the US Congress created a Federal Investment Tax Credit (ITC). This program grants PV system 
owners a federal tax credit worth 30% of a PV system’s installed costs. The ITC rules differ for 
residential and commercial systems.  
 

Commercial and Industrial Federal Tax Credit and Grant 

Systems placed in service before December 31, 2016 are eligible for the federal business invest-
ment tax credit equal to 30% of the installed cost of the solar PV system.  The tax credit can be 
carried forward for 20 years if the value of the credit exceeds a business’s tax liability. After 
2016, the credit for solar energy property reverts to 10%.  There is no cap on the size of the tax 
credit that a for-profit entity can claim under the ITC. 
 
Under the American Recovery and Reinvestment Act of 2009 (ARRA), facilities eligible for the 
ITC that begin construction before December 31, 2010 may claim a one-time upfront treasury 
grant (in place of the federal investment tax credit) equal to 30% of the installed cost of the so-
lar PV system. The treasury grant program expires on December 31, 2010. Future legislation 
may extend this program.  
 
Residential Federal Tax Credit 

Residential solar energy systems placed in service before December 31, 2016 are eligible for a 
30% investment tax credit. Previously, the residential investment tax credit was capped at 
$2,000 per homeowner; however, this cap was removed for systems built after 2008 by The En-
ergy Improvement and Extension Act of 2008. The residential tax credit can be carried forward 
to the succeeding tax year. Residential properties are not eligible to claim the federal treasury 
grant.   
 

Five-Year Modified Accelerated Cost-Recovery Depreciation (MACRS) 

The typical useful life of a PV system is more than 20 years; however, the IRS allows business 
owners to depreciate most PV system components using the five-year Modified Accelerated 
Cost-Recovery System (MACRS). System owners can accrue significant tax benefits by depreci-
ating PV installations on an accelerated five-year schedule. Under the five-year MACRS sched-
ule, solar PV systems are eligible for the depreciation schedule shown in the table below.   
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System owners taking the federal 
Investment Tax Credit (see above) 
must reduce the system’s deprecia-
ble basis by 50% of the tax credit 
amount. In other words, if the 30% 
tax credit is claimed, then only 85% 
of the PV system cost can be depreci-
ated using the five-year MACRS 
schedule. From time to time, the 
Congress, through the IRS, grants bo-
nus first-year depreciation credits for 
renewable energy systems. System 

owners should consult their tax advisor to see if their installations qualify for other current tax 
benefits such as bonus depreciation.   
 

5.2 State Incentives 

The Massachusetts Solar Renewable Energy Certificate (SREC) Program 

The state requires electric utilities to purchase a portion of their retail electricity sales from 
qualified in-state solar PV systems. This requirement was implemented to meet the Governor’s 
goal of installing 250 MW of solar PV in Massachusetts by 2017. The amount of solar electricity 
each utility needs to meet its regulatory obligations increases each year over the next seven to 
ten years. In order to meet this requirement, utilities purchase Solar Renewable Energy Certifi-
cates (SRECs) that are generated by qualifying PV systems in the state. Each SREC represents 
the generation of one megawatt-hour of solar generated electricity. SRECs can be bought and 
sold in credit markets or can be sold to utilities through long-term contracts. 
 
The Massachusetts SREC market is a new incentive program started in January 2010. The pro-
gram is designed to ensure that SRECs are sold at a price between $285 and $600 per credit. 
Given this expected price range, SREC sales will represent a significant incentive for solar sys-
tem owners over the next few years. Qualified solar installers can help system owners under-
stand how best to take advantage of this new incentive program. The state also maintains a 
website describing the details of the SREC market regulations.   
 
Commonwealth Solar II 

The Massachusetts Clean Energy Center also provides rebates for installation of small-scale dis-
tributed PV systems. The Commonwealth Solar II program provides direct rebates for residen-
tial and small commercial PV systems up to 10kW. The program offers incentives on a first-
come-first-served basis. The Clean Energy Center publishes open program solicitations on a 
quarterly basis. Recently, these quarterly solicitations have attracted significant interest, and 
have been quickly oversubscribed. System installers typically are responsible for applying for 
Commonwealth Solar rebates as part of their turnkey contracting services. More information 
about the Commonwealth Solar II rebate program can be found on the MassCEC website.  

Year Depreciation Percentage 

1 20.00% 

2 32.00% 

3 19.20% 

4 11.52% 

5 11.52% 

6 5.76% 

http://www.mass.gov/?pageID=eoeeasubtopic&L=5&L0=Home&L1=Energy%2C+Utilities+%26+Clean+Technologies&L2=Renewable+Energy&L3=Solar&L4=RPS+Solar+Carve-Out&sid=Eoeea
http://masscec.com/index.cfm/page/Commonwealth-Solar-II/cdid/11241/pid/11159
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Net metering 

NSTAR provides PV system owners with the ability to export excess electricity back into the 
electric distribution grid. This benefit, known as net-metering, allows system owners to spin 
their electricity meter backwards, effectively crediting their billing account for electricity pro-
duced but not consumed on site. The NSTAR net metering tariff allows system owners to carry 
forward their monthly excess generation to future months and to use those credits to offset 
future electricity consumption. Excess generation is credited at or near the building’s retail elec-
tric rate. The state Department of Energy Resources maintains a website that includes up-to-
date information on net-metering regulations and also details utility limits on aggregate net-
metering capacity.  
 
Property and Sales Tax Exemptions and Excise Tax Deductions 

The Commonwealth of Massachusetts provides a sales and property tax exemption for solar PV 
systems on both residential and commercial properties. The state also offers commercial and 
industrial PV system owners an excise tax deduction for solar power installations. Additionally, 
residential system owners can claim a personal state income tax credit of up to $1,000 to offset 
PV installation cost. System owners should consult the Massachusetts Department of Revenue 
for more information about applicability of these state tax-related incentives.  
 

5.3 Additional Reading Material and Resources 

Database of State Incentives for Renewable Energy (2010) DSIRE website: Massachusetts. Last 
accessed:  
http://www.dsireusa.org/incentives/index.cfm?re=1&ee=1&spv=0&st=0&srp=1&state=MA 
 
Massachusetts Clean Energy Center (2010) Commonwealth Solar II Program. Last accessed: 
http://masscec.com/index.cfm/page/Commonwealth-Solar-II/cdid/11241/pid/11159 
 
Massachusetts Department of Energy Resources (2010) Mass DG Collaborative Website. Last 
accessed: http://sites.google.com/site/massdgic/ 
 
Massachusetts Department of Energy Resources (2010) RPS Solar Carve Out Website. Last ac-
cessed:  
http://www.mass.gov/?pageID=eoeeasubtopic&L=5&L0=Home&L1=Energy%2c+Utilities+%
26+Clean+Technologies&L2=Renewable+Energy&L3=Solar&L4=RPS+Solar+Carve-
Out&sid=Eoeea 
 
Massachussets Department of Revenue (2010) Massachusetts Department of Revenue Web-
site. Last accessed: http://www.dor.state.ma.us/  
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