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Massachusetts Septic Tax Credit for Failed Systems
Any owner of residential property who is not a dependent of another taxpayer and occupies the property, including past-year residents, as his or her principal residence is allowed a credit for expenses incurred to repair or replace a failed septic system/cesspool in compliance with Title V or by legal mandate. A system is a "failed system" for purposes of the Title V credit when it is documented as a "failed system" after inspection by an approved System Inspector or is determined to be a failed system by the local approving authority or the Department of Environmental Protection.
Qualified expenses to meet compliance may include one or more of the following:

· Upgraded system


- Alternative system

· Shard system



- Connection to a sewer 
To qualify for the credit:

· The system must be a documented failed system as indicated by an approved System Inspector. 

· The amount of Title 5 credit allowed is equal to 40% of the expenditures, incurred for design and construction expenses to repair and replace a failed system, that are the lesser of the taxpayer's actual costs or $15,000.
· The aggregate maximum amount of the Title 5 credit that may be claimed by the owner for a property is $6000.
· The amount of the Title 5 credit that may be claimed in a tax year may not exceed $1,500, but any excess credit amount may be applied against the taxpayer's personal income tax liability in the three tax years following the year in which the credit was initially claimed.

· Credit may be claimed beginning in the tax year in which the repair or replacement work was completed (the year the Certificate of Compliance is dated).

· Taxpayers must complete and attach Schedule SC, and a copy of the Certificate of Compliance, to their Form 1 (Massachusetts Resident Income Tax Return) or Form 1-NR/PY (Massachusetts Nonresident/Part-Year Resident Tax Return) at the time of filing.
Note: If a taxpayer voluntarily repairs or replaces a septic system or cesspool, this credit is not available since it is not considered a documented “failed” system under Title V. 

https://www.mass.gov/technical-information-release/tir-97-12-personal-income-tax-credit-for-failed-cesspool-or-septic-system-title-5-expenditures
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