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What is the Mortgage tax Credit?
Purpose of the Mortgage Tax Credit 
Certificate:
The Mortgage Tax Credit Certificate (MCC)
program was created to assist first-time 
buyers, and low to mid-income earners by 
reduding their moretgage payments. 

Is it a deduction or a credit?
An MCC is not a tax deduction, but rather 
it provides a dollar-for-dollar tax credit to 
recipients to increase housing payment 
affordability. In some cases, MCCs can also 
help borrowers who might not otherwise 
qualify for a loan by reducing their net 
monthly mort gage payment.

How do I get it?
MCCs are issued directly to qualifying 
homebuyers who are then entitled to take 
a nonrefundable fed eral tax credit equal to 
a specified percentage of the interest paid 
on their mortgage loan each year. These 
tax credits can be taken at the time the 
borrowers file their tax returns. Alternatively, 
borrowers can amend their W-4 tax 
withholding forms from their employer to 
reduce the amount of federal income tax 

withheld from their paychecks in order to 
receive the benefit on a monthly basis.

How much is the tax credit?
The tax credit percentages vary by state, but 
are generally in the amount of 20 percent 
to 40 percent of the total mortgage interest. 
The remaining interest obligation may be 
deducted (by those who itemize deductions) 
as a standard home mortgage interest 
deduction. Regardless of the tax credit 
percentage issued, the Internal Revenue 
Service caps the maxi mum tax credit that 
may be taken for any given year at $2,000 
for each MCC recipient. The MCC tax credit 
remains in place for the life of the mortgage, 
so long as the residence remains the 
borrower’s principal residence.
Contact us to learn more!
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MCC exaMPLe 
Joe and Sylvia are purchasing their first 
home. Their annual income is $50,000. 
The mortgage interest that they will owe in 
the first year of owning their new home is 
$10,000. 

Without an MCC, Joe and Sylvia would 
be able to deduct all of the $10,000 in 
mortgage interest that they paid during 
year one, assum ing their other deductions 
are high enough that taking the standard 
deduction is not a better tax strategy. 
However, if Joe and Sylvia get an MCC for 
20 percent of the interest on the mortgage, 
they will be able to deduct $8,000 of their 
mortgage interest AND also receive a 
$2,000 dollar-for-dollar credit. 

The tables below show an extremely 
simplified illustration of Joe and Sylvia’s 
federal tax obligation with and without a 
mortgage tax credit certificate. It is important 
to note that if Joe and Silvia do not item ize 
deductions, they will get no tax benefit from 
the mortgage without the MCC.

In this example, Joe and Sylvia would save 
$1,700 in federal taxes in the first year 
they received a mortgage tax credit. This 
annual credit could also be added to their 
annual income for the purpose of qualifying 
for a mortgage by amending their W-4 tax 
withholding forms, which may boost their 
chances of loan approval. They would also 
continue receiv ing the annual MCC benefit, 
albeit in a smaller amount as the interest they 
pay on the mortgage declines, for as long as 
they keep their mortgage.

PoteNtiaL BeNeFits 
Mortgage Tax Credits increase borrowers’ 
payment affordability. 

Mortgage Tax Credits help lenders reach 
and qualify more low- and moderate-income 
borrowers. 

Mortgage Tax Credits can be coupled with 
most first mort gage loans. 

PoteNtiaL ChaLLeNges 
The application, benefits, and limitations 

of the Mortgage Tax Credit Certificate 
program can be difficult to explain to 
borrowers. 

Borrowers may be subject to recapture 
tax (although this is a low risk). 

State HFA MCC programs are subject 
to funding availability and may run out 
when the bond funds allocated to 
MCCs are expended.
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reCaPtUre tax 
A portion of the MCC benefit is subject to recapture by the Internal Revenue Service if a 
recipient meets all three of the following conditions:  
1. the borrower sells the home within nine years of purchase; 
2. the borrower earns significantly more income than when he/she bought the home;
3. the borrower has a gain from the sale of the home. 

Only borrowers who meet all three criteria will be subject to recapture. MCC borrowers are 
not subject to recapture if they sell, give away, or dispose of the home more than nine full 
years after closing. The maximum amount of recapture, which is payable on the sale of the 
home, is 6.25 percent of the original principal bal ance of the loan or 50 percent of the gain on 
the sale of the home, whichever is less. Most HFAs report that the majority of their pro gram 
recipients are not subject to tax recapture. Nevertheless, many HFAs have Reimbursement 
Recapture Tax programs that will reimburse borrowers for any recapture tax incurred. 

BorroWer Criteria 
Income and sales price limits: Income and sales price limits are standard eligibility 
requirements for all MCC programs. These limits vary by state. First-time homebuyers: MCC 
programs are limited to first-time homebuyers (borrowers who have not had an ownership 
interest in a principal residence in three years). The first-time homebuyer requirement is 
waived for those borrowers purchasing a home in targeted areas as defined by the U.S. 
Department of Housing and Urban Affairs (HUD) at the census tract level or designated 
as such by state governments, as well as for active military and veterans. Occupancy: 
Borrowers must use the home as their principal/primary residence. Homeownership 
counseling: Many HFA programs require some form of pre-purchase homebuyer educa tion. 
These requirements vary by state.

hFa MCC Fees: 
HFAs typically charge a one-
time MCC fee to the borrower, 
which is applied at the time of 
closing. In some programs, 
this fee is waived or reduced 
if the MCC is being issued in 
combination with an HFA first-
lien mortgage product. Fees 
vary by state. 

LeNder MCC Fees: 
Lender MCC fees are generally 
allowed, but capped at a 
specific amount. Fee caps 
vary by state. 

other LeNder Fees: 
The loan origination and other 
service-related fees may be 
capped on loans receiving an 
MCC in some states.
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As of July 16th, Colorado is under a mandatory Mask wearing policy in public areas. 

What does that look like?
•	 When entering or moving within any public indoor space.
•	 While using or waiting to use public (buses, light-rail) or non-personal (taxis, car services, ride-shares) 

transportation services.

You are Still Encouraged to Stay Safe!
•	 Wear a mask in stores and where you cannot safely ‘socially distance’. Many stores are requiring masks to enter.
•	 Avoid large groups of over 10 people for lengthy time periods.
•	 If you don’t feel well, STAY HOME!
•	 Stay local where possible. 
•	 Be courteous, this has been a long stretch of stressful time for everyone. 
•	 Please check in with the people you work with, clients, even vendors, see how they’re doing.

Coronavirus Information

Off-Grid Expo
Date: Fri-Sun Oct 2-4, 2020
Address: Jefferson County Fairgrounds, 
Golden
About: Annual event for outdoor 
enthusiasts to interact with and buy the 
latest gear related to off-grid living and 
activities.
Elk Fest
Date: Sat-Sun, Oct 3-4, 2020
Address: Bond Park, Estes Park
About: Fall festival celebrating the an-
nual elk “rut” in its 22nd year. Events 
include a Mountain Man Rendezvous, 
Native American music and dancing, a 
bugling contest, elk seminars and ex-
hibits, as well as food and craft vendors. 
There’s also an elk-viewing bus.
Breckenridge Craft Spirits Festival
Date: Fri-Sun, Oct 9-11, 2020
Address: Breckenridge
About: For the 10th year enjoy live 
music, regional liquor and food. Events 
include Poker Run, Historic Saloon 
Walking Tour, Breckenridge Distillery 
Tours, Honey Gitters live show at the 
historic Gold Pan Saloon.

Knock Your Boots Off Beer Tasting 
& Chili Cook-Off
Date: TBD
Address: Golden
About: 13th annual chili competition 
featuring bottomless craft beer and chili 
tastings.
Wine In The Pines
Date: Fri-Sat, October 23-24, 2020
Address: Keystone
About: Summit County’s premier wine 
festival is now in its 37th year. Enjoy ex-
quisite wine paired with savory cuisine.
Emma Crawford Coffin Races & 
Parade
Date: Sat, October 24, 2020
Address: Manitou Springs
About: Starts with a parade through 
town followed by coffin races. 26th an-
nual, coffin races are teams of four pall 
bearers and one “Emma”. The races 
have been covered nationally by the 
Travel Channel. They are usually held 
the last Saturday in October, annually 
since 1995.
Handmade In Colorado Expo
Date: October 24-25, 2020
Address: Central Park, Boulder
About: 13th annual art event held over three 
weekends at three different venues showcas-
ing various creations from Colorado artists.

* Events subject to cancellation due to Covid restrictions


