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“The hardest thing in the world to 

understand is the income tax”  

ALBERT EINSTEIN 
American (German-born) 

theoretical physicist 

(1879 - 1955)  
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Tax Incentives – Topics 

 Government tax incentives for alternative 

energy and conservation 

 Federal (IRS) 

 Massachusetts 

 Incentives – found in different chapters of 

Mass. Tax Law 

 Sales Tax – MGL Ch. 64H  

 Corporate – MGL Ch. 63 

 Personal – MGL Ch. 62 
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Massachusetts Tax Law 

 Statute – Tax Laws 
 Part I.  Administration of Government   

 Title IX. Taxation  

 Public Written Statements 
 Regulations (CMR’s)  

 Code of Massachusetts Regulations 

 Technical Information Releases (TIR’s) 

 Directives 

 Letter Rulings (LR’s) 

 Administrative Provisions (AP’s) 
 Example:  AP 615 Public Written 

Statements  
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Credits 

 Credits Available – Depending on 

the credit, can apply to  

 Personal Income filers 

 Corporate filers 

 Both 
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Credits 

 Credit – Direct offset (dollar for dollar reduction) of tax 
liability 

 Types of credits: 
 Refundable 

 If credit exceeds tax liability, the excess is considered an 

OVERPAYMENT OF TAX and is refunded without interest. 

 Non-refundable 
 Reduces tax only up to the liability.  Any unused portion is lost that 

year. 

 Carryover 
 Unused portion of credit can be carried to next year. 

 How many years – depends on the specific credit. 

 Non-carryover 
 Credit will be lost if it cannot be used in that year. 
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Solar and Wind Energy Credit 
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Solar and Wind Energy Credit 

 Credit allowed for expenditures made for 

certain types of renewable energy  

 Solar Energy or Wind Energy  

 Used for non-business residential 

purposes 

 Renewable energy source items include 

 Equipment which uses or transmits solar or 

wind energy  

 Used to heat, cool, or provide hot water 

 For a principal residence in 

Massachusetts  
Whether owned or rented 
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Solar and Wind Energy Credit 

Examples – Solar 

• Solar Collectors 

• Rockbeds  

• Heat Exchanges 

 

Examples – Wind 

• Windmills,  

• Wind-Driven Generators,  

• Power Conditioning and 

Storage Devices  

 

Credit may NOT be claimed for:  

• Air and water heat pumps  

• Caulking or weather stripping  

• Costs of energy conservation 

• Insulation 

• Storm or thermal windows or doors 

• Wood burning stoves and furnaces 

 

LET’S LOOK AT SOME  EXAMPLES… 
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 Taxpayer must be first to use property and  

 Property must be expected to last at least 5 
years 

 Must meet quality/performance standards per 
Regulation 830 CMR 62.6.1 

 Tax Credit = Lesser of: 

 15% of net expenditure for renewable energy  
source property, or  

 $1,000. 

 Non-refundable, 3 year carryover  

 References:   

 MGL Ch. 62, § 6(d) and   

 830 CMR 62.6.1 

Solar and Wind Energy Credit 
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Schedule EC – Solar and Wind Energy Credit – 2007  

http://www.mass.gov/Ador/docs/dor/Forms/IncTax07/addls/sch_ec.pdf  

http://www.mass.gov/Ador/docs/dor/Forms/IncTax07/addls/sch_ec.pdf
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Sales Tax 

 Background –  

 Massachusetts – Imposes a Sales Tax of 5%  

 Tangible Personal Property or certain 

telecommunications services sold or rented in the 

Commonwealth  

 Exemption –  

 Basically, everything is subject to Sales tax unless 

specifically exempted in Ch. 64H  

 Exemption means “you don’t have to pay sales tax on the 

exempted item” 

 Common examples – baby oil 
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Small Business Energy Exemption 

 Purpose 

 Who may qualify –  Qualifying Small Business owner 

(all entities) 

 Prior calendar year - gross income < $1,000,000 

 Reasonably expect gross income < $1,000,000 for current year 

 5 or Fewer employees 

 Provides exemption from paying sales tax on purchases 

of gas, steam, electricity, or steam 

 Must be solely for own use 

 Required –  

 Must complete Form ST-13, Small Business Exemption 

Certificate, and  

 Submit to vendor prior to purchase  
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Form ST-13  

Small Business Energy Exemption Certificate 

http://www.mass.gov/Ador/docs/dor/Forms/Wage_Rpt/PDFs/st_13.pdf  

http://www.mass.gov/Ador/docs/dor/Forms/Wage_Rpt/PDFs/st_13.pdf
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Small Business Energy Exemption 

 References   

 Law – G.L. c. 64H, § 6 (qq) 

 Regulation - 830 CMR 64H.6.11 Qualifying 

Small Business Exemption  

 TIR 06-2: Amendments to Qualifying Small 

Business Exemption under G.L. c. 64H, § 

6(qq)  

 Also – See DOR website for tutorial. 
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http://www.mass.gov/?pageID=dorhomepage&L=1&L0=Home&sid=Ador  

Small Business Energy Exemption 

• Department of Revenue 

Website 

• One of several tutorials 

http://www.mass.gov/?pageID=dorhomepage&L=1&L0=Home&sid=Ador
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Solar, Windpower or  

  Heat Pump System  

 Purpose 

 Basic provisions – Exemption from Sales Tax for 
equipment  

 Directly relating to any solar, windpowered; or 
heat pump system 

 Being utilized as a primary or auxiliary power 
system for the purpose of  
 heating or  

 otherwise supplying the energy needs 

 individual's principal residence in the commonwealth 

 References –  

 Law – G.L. c. 64H, § 6 (dd) 
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MGL Chapter 64H: Tax on Retail Sales of  

 Certain Tangible Personal Property  

The following sales and the gross receipts therefrom 
shall be exempt from the tax imposed by this 
chapter: … 

(dd) Sales of equipment directly relating to any 

solar, windpowered; or heat pump system, which 

is being utilized as a primary or auxiliary power 

system for the purpose of heating or otherwise 

supplying the energy needs of an individual's 

principal residence in the commonwealth.  

Section 6. Exemptions 
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Form ST-12  Exempt Use Certificate 

http://www.mass.gov/Ador/docs/dor/Forms/Wage_Rpt/PDFs/st_12.pdf  

http://www.mass.gov/Ador/docs/dor/Forms/Wage_Rpt/PDFs/st_12.pdf
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Guide to Sales & Use Tax 

http://www.mass.gov/Ador/docs/dor/Publ/PDFS/sales_use08.pdf 

For additional information 

regarding SALES and 

USE TAX… 

http://www.mass.gov/Ador/docs/dor/Publ/PDFS/sales_use08.pdf
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Credits – Related to Clean-up 

and / or Preservation 

 Lead Paint Credit 

 Septic System Credit 

 Brownfields Credit 

 Historic Rehabilitation Credit 
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Lead Paint Credit 

 Credit allowed for removing or covering materials on 

Mass. residential premises having high lead levels 

 Credit to Owner of qualified premises = lesser of  

 (1) Cost of deleading expense, or  

  (2) $1,500    

 Required for Return:   

 Mass. Schedule LP – Credit for 
Removing or Covering Lead Paint 
on Residential Premises and…  

 Letter of Compliance 

 Inspection and use of qualified deleader required 

 Non-refundable; 7 year carryover 
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Schedule LP – 2007 
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Septic System Credit 

2006 Schedule Z, Line 4 

Instructions – Pg 21 

http://www.ci.orono.mn.us/Images - Seasonal/Septic/Failing Septic 2985 watertown.JPG
http://www.ci.orono.mn.us/Images - Seasonal/Septic/2985 watertown 5.JPG
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Septic System Credit 

 Title V Credit - Available to owner of residential 
property located in Massachusetts who occupies it 
as principal residence 

 G.L. c. 62, § 6(i)  

 Allowed a credit for design & construction 
expenses for 

 Repair or replacement of failed cesspool or 

septic system  or 

 Mandated Hookup – connect to a municipal 
sewer system pursuant to a legal requirement   

 e.g.., federal court order, administrative consent order, 
state court order, consent decree, or similar mandate 

2007 Schedule Z, Line 4 

Instructions – Pg 21 
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Septic System Credit 

 Amount - 40% of cost up to $15,000  

$1,500 per year.  Maximum aggregate $6,000. 

 For taxpayers receiving an Interest Subsidy -  

Credit received must be reduced by amount of the 

Interest Subsidy 

 Non-refundable, 5 year carryover 

 

 

 

2007 Schedule Z, Line 4 

Instructions – Pg 21 
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Septic System Credit 

 Required  - Taxpayers should retain the 

following records for documentation to 

substantiate the credit.  They should not attach 

these items to the return.  

 Completed Mass. Schedule SC – Septic Credit 

 Certificate of Compliance 

 Verification Letter from city or town in lieu of Certificate of 

Compliance if due to mandated hookup 

 Documentation related to any Interest Subsidy the 

taxpayer has received 

 Enter amount from Schedule SC on Form 1 or Form 1-

NR/PY, Schedule Z, Line 4 

2007 Schedule Z, Line 4 

Instructions – Pg 21 
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Septic System Credit 

 Sources:   

 Technical Information Releases (TIR’s) 

 TIR 97-12: Personal Income Tax Credit for Failed Cesspool or Septic System 

Title 5 Expenditures 

 TIR 98-8: Massachusetts 1998 Reducing Income Taxes Act ("the Act") [Section 

II.J] 

 TIR 99-5: The Title 5 Credit and Federally Mandated Sewer Connections  

 TIR 99-20: Title 5 Septic System Expenditures Credit -- Calculation of Subsidy 

Deduction  

 DOR Directive 

 Directive 01-6: The Title 5 Credit and State Mandated Sewer Connections  

 Regulation: 

 310 CMR 15.000 et seq., State Environmental Code, Title 5, promulgated by 

the Massachusetts Department of Environmental Protection in 1995  

2007 Schedule Z, Line 4 

Instructions – Pg 21 
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Schedule SC – Septic Credit - 2007 

2007 Schedule Z, Line 4 

Instructions – Pg 21 

Schedule Z, Line 

4 -  Septic Credit 
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Brownfields Credit 

 Allowed for amounts expended to rehabilitate 

contaminated property 

 Owned or leased for business purposes and 

 Located in an economically distressed area 

 Amount - 25% or 50% of certain environmental response 

and removal costs (cleanup costs)  incurred between 
8/1/98 and 1/1/2012 

 25% – Permanent solution – Limited use 

 achieves and maintains a permanent solution or remedy 

operation status that results in limited use of the property 

 50% – Permanent Solution – Unrestricted use 

 achieves and maintains a permanent solution or remedy 

operation status that makes the site safe for unrestricted use 

 
2007 –Schedule Z, Line 5 

Instructions – Pg 21 
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Brownfields Credit 

 Yearly limit - 50% of taxpayer’s liability 

 See TIR 06-16, TIR 99-13,  TIR 00-9 

 Non-refundable, 5 year carryover allowed 

 Provided that taxpayer maintains the required 
remedies 

 Schedule BC – Brownfields Credit 

2007 –Schedule Z, Line 5 

Instructions – Pg 21 
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Brownfields Credit – Time Line 

Time Line 

8/1/98  8/5/05 

Prior Law – Must 

incur response & 

removal costs by 

8/5/05 

Law Extended to 8/5/2011 – 

New Environmental response 

action COMMENCEMENT  

cut-off date 

Deadline for 

incurring eligible 

costs - 1/1/2012 

 

8/5/11 

See TIR 06-16 
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2007 – Brownfields Credit –  

 Schedule BC to Schedule Z 

Form 1, Sched Z 

Instructions – 

Pg. 21 

Schedule Z – Line 

5 – Brownfields 

Credit 
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2007 - Brownfields 

Credit Application–  

Form BCA 
NOTE: 2006 –  

Schedule BC Form BCTA - 

Brownfields Credit –  

Transfer Application 

– 2007 

Brownfields Forms 
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Historic Rehabilitation Credit 

 Effective (revised law)– for tax years beginning on 

1/1/06 and ending on or before 12/31/11  

 To claim this credit, a historic rehabilitation project must 

be complete and have been certified by the 

Massachusetts Historic Commission (HRC). 

 Non-refundable; unused portions – 5 year carryover 

 May be transferred or sold to another taxpayer 

 Upon disposal, may be subject to recapture 

 Reference: TIR 06-16 & 830 CMR 63.38R.1 

Massachusetts Historic Rehabilitation Credit 

New in 
2005 
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2007 – Historic Rehabilitation Credit 
New in 
2005 

Schedule Z, Line 7 -  

Historic 

Rehabilitation Credit Form 1, Sched Z 

Instructions – Pg. 21 
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2007 Historic Rehabilitation Credit  - Schedules 
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…and Happy 

Thanksgiving

! 


