
KHC’S HOMEBUYER TAX 

CREDIT  

Overview of MCC Program 

Mortgage Credit Certificate Program (MCC) 



KHC’s Homebuyer Tax Credit 
Mortgage Credit Certificate (MCC) 

 A Tax Credit of 25% mortgage interest paid over a year 

 Up to $2000 per year 

Life of the Loan 

 Carry forward any unused credit for up to 3 years 

 First mortgage qualification with proposed credit per agency 

guidelines 

 $200 fee if through KHC’s Secondary Market 

 DAP, Seller or Borrower can pay this fee 

 $500 fee if through any other investor’s 30 year fixed 

mortgage 



Claiming the Tax Credit  

 Borrowers claim the credit with their annual Federal 

Tax Return by using Form 8396. 

 The borrower may also adjust their withholding (Form W-4) 

to reflect the anticipated credit, thus increasing their take 

home pay  

 



Tax Credit to Help Qualify  

 Anticipated credit may be used to help qualify the borrower 

 Example: 

 $5,536 mortgage interest over 12 months 

 $5,536 x 25% MCC credit = $1,384 

 $1,384 divided by 12 months = $115 

 $115 per month may be deducted from PITI or added as 

income and the borrower can qualify based on agency or 

investor guidelines 

 



Example–Without Tax Credit  



Schedule A 

1040 

$5,536 Tax 

Deduction   
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1040 

Tax refund of $379 

 

 



Example-With Tax Credit 



Tax Form 

8396 

$1,384 equals 25% of 

$5536 annual mortgage 

interest for 2015 tax 

year 



Schedule A 

1040 

$4,152 Tax Deduction 

(75% of $5,536 annual  

mortgage interest)  



Tax Refund of $1553!  

$1174 higher than the 

$379 without the tax 

credit 

Claim the Tax Credit 

using FORM 8396 on 

Page 2 of the 1040 
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1040 



Borrower Eligibility  
When you think KHC’s Homebuyer Tax Credit…Think MRB Guidelines 

 Borrower (s) must meet Mortgage Revenue Bond 
(MRB) requirements: 

 First-time homebuyer in non-targeted counties or all 
homebuyers in targeted counties 

 Maximum purchase price of $255,500 

 Must be borrower’s primary residence 

 Gross Annual Household income must be under the 
MRB/MCC compliance income limit for county and household 
size 

 





Household Income Based on 

Household Size and County of 

Property 



First Mortgage Options 

 Meet MRB Program guidelines 

 Income, purchase price, and target/non-target counties 

 First Mortgage Options:   

 FHA, VA, RHS, FNMA & FMLC Conventional 

 KHC Secondary Market Program 

 MRB not eligible 

 Other Investor Programs 

 All loan types must be 30 year fixed rate 

 

 



Changes Prior to the Tax Credit Closing  

 After the issuance of the Tax Credit Reservation and prior to 

closing, KHC must be notified of any changes to: 

 Household Income 

 Marital Status 

 Ownership Interest 

 Purchase Price or Loan Amount 

 The Tax Credit Reservation may be revoked 

 Changes that occur after closing do not affect program 

eligibility 



Underwriting Tax Credit  

 Submit a Tax Credit compliance package to KHC 

 Via through KHC’s Loan Reservation System 

 KHC underwrites Tax Credit (unless Delegated Lender) 

 Lender notified via email of approval, pended for additional docs, or 

denied. 

 Once Approved KHC will issue an Approval Letter 

 If Secondary Market funded first Mortgage with Tax Credit 

 KHC will underwrite both packages (unless Delegated Lender) 

 Once Approved – Tax Credit is ready to close 



Homebuyer Tax Credit Closing 

 Executed Tax Credit & other applicable documents required 

within 10 days after closing (upload via KHC’s Loan Reservation 

System): 

 Transmittal Form (MCC-006) 

 Check for $500 or $200 to KHC 

 Closing Certification (MCC-007)  

 Copy of HUD-1 Settlement Statement 

 Copy of signed Loan Note  

 Copy of Lender’s Approval 

  KHC will review the forms and documents 

 If all program requirements satisfied  

 KHC will issue the Mortgage Credit Certificate to the borrower  

 



Federal Recapture Tax 

 The Federal Recapture Tax does apply to the Tax 

Credit Program 

 May apply if homebuyer meets ALL 3 triggers:  

 sells their home within the first 9 years of homeownership and 

 has a net gain on the sale of their home and 

 household income exceeds allowable income limits as adjusted for 

each year of homeownership 

 KHC’s Recapture Tax Reimbursement Program DOES 

NOT apply to the MCC Program 

 



Contact Information  

 Cindy Bradley, Mortgage Production Administrator 

 Phone:  502-564-7630 ext. 347 

 Email:  cbradley@kyhousing.org  

 Jamie Swindler, Mortgage Production Administrator 

 Phone:  502-564-7630 ext. 329 

 Email:  jswindler@kyhousing.org  

 KHCUW@kyhousing.org 

 Single Family Hotline:  502-564-7630 ext. 291 

mailto:cbradley@kyhousing.org
mailto:jswindler@kyhousing.org
mailto:KHCUW@kyhousing.org


Thank You 


