
Repair or Replacement of Failed Cesspool or Septic System Credit (Title V)  
 
Any owner of residential property located in Massachusetts who is not a dependent of another 
taxpayer and who occupies the property as his or her principal residence is allowed a credit for the 
expenses incurred to: 

 repair or replace a failed cesspool or septic system in compliance with the sewer system 

requirements of the State Environmental Code Tile V as promulgated in 310 CMR 15.000 et seq., 

by the Department of Environmental Protection in 1995; or 

 connect to a municipal sewer systems pursuant to a federal court order, administrative consent 

order, state court order, consent decree, or similar mandate. 

 

Qualified expenses incurred to bring a failed system into full compliance may include one or 
more of the following: 

 an upgraded system; 

 an alternative system; 

 a shared system; or 

 a connector to a sewer system. 

 

In order to qualify for the credit: 

1. the amount of credit cannot exceed $6,000. The computation of the credit is 40 percent (.40) of 

available actual costs, not to exceed $15,000 ($15,000 x .40 = $6,000); 

2. the maximum amount of the computed credit claimed in any tax year cannot exceed $1,500; 

3. in the computation of the credit, any interest subsidy received from the Commonwealth must be 

subtracted; 

4. the credit may be claimed beginning in the tax year in which the repair or replacement work is 

completed; and 

5. the owner completes Massachusetts Schedule SC and retains it for his or her records along with 

the Certificate of Compliance. 
 
Carryover of the Credit: 
If the credit exceeds the tax due, the excess credit may be carried forward for up to five succeeding 
tax years. 
 
If a taxpayer voluntarily repairs or replaces a cesspool or septic tank, this credit is not available 
since it is not considered a "failed" system under Title V. 
 
Nonresidents do not qualify for this credit since the property must be an owner occupied principal 
residence located in Massachusetts. However, former Massachusetts residents who are required to 
file Massachusetts nonresident returns may claim their unused prior year credit carryovers. 
 
Part-year residents qualify for the full credit if the property is an owner occupied principal 
residence. 
 
Interest Subsidy: 
For tax years beginning on or after January 1, 1999, there is a new rule for computing the interest 
subsidy to be subtracted from the expenditure amount for arriving at the proper Title 5 credit. 
If a taxpayer has received a below market interest rate loan from the Commonwealth or another 
source, or a below market interest rate betterment from a municipality, the amount of credit that 



may be claimed is reduced by the amount of the interest subsidy the taxpayer has received at the 
time the credit is claimed. 
 
 
New Method for Determining the Interest Subsidy to Be Deducted from the Septic Credit: 
The interest subsidy to be deducted from the septic credit is the difference between the amount of 
interest the taxpayer would have paid at the time the credit is claimed using the non-subsidized 
state interest rate and the amount of interest the taxpayer has actually paid using the below market 
interest rate (the subsidized rate.) A below market interest rate loan is a low interest rate loan or 
betterment offered by the Department of Environmental Protection, the Massachusetts Housing 
Finance Authority, any city or town, or any other source, used for the repair and replacement of a 
failed septic system. The non-subsidized state interest rate, which is the state interest rate 
determined under G.L. c. 62C, s. 32(a). 
 
The new rule for determining the interest subsidy requires that the non-subsidized state tax rate to 
be used in the interest subsidy calculation be an annual rather than a quarterly rate. This annual 
rate will be the average of the four quarterly rates for the calendar year. Schedule SC and the 
instructions to Schedule SC have been revised to use the annualized non-subsidized state tax rate. 
 
Special Rules for Massachusetts and Federal Court Mandated Hookups: 
 
Federal Court Mandated Hookup: 
Any taxpayer who is required to connect his/her septic system to the city or town sewer system, 
pursuant to a federal court order, consent decree or similar mandate from a federal court of 
competent jurisdiction, may claim the Title V credit, notwithstanding that the taxpayer's septic 
system was not inspected and determined to be a "failed system" and no Certificate of Compliance 
was issued to the taxpayer. See TIR 99-5 below. 
 
In order to claim the credit, a taxpayer must obtain a verification letter from the city or town in lieu 
of the Certificate of Compliance. 
 
Massachusetts Court or Consent Mandated Hookup: 
Any taxpayer who is required to connect his/her septic system to the city or town sewer system, 
pursuant to an Administrative Consent Order from the Massachusetts Department of 
Environmental Protection, a Massachusetts state court order, consent decree, or similar mandate 
from a state court of competent jurisdiction, may claim the Title V credit, notwithstanding that the 
taxpayer's septic system was not inspected and determined to be a "failed system" and no 
Certificate of Compliance was issued to the taxpayer. See DD 01-6 below. 

In order to claim the credit, a taxpayer must obtain a verification letter from the city or town in lieu 
of the Certificate of Compliance. 
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