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WHAT IS A MORTGAGE CREDIT CERTIFICATE/MCC?

In 1984 Congress passed the Tax Reform Act as a means of providing housing assistance to 
families of low and moderate income. This was the creation of  today’s MCC Programs. 

The MCC is a tax credit that helps reduce the amount of federal income tax due and provides 
additional available income to help a borrower qualify for a mortgage loan. 

A homeowner can access this credit for the life of the mortgage loan. The maximum TAX 
CREDIT annually can not exceed $2,000.

Buyers may be subject to paying a federal recapture tax if they do not owner occupy the 
property as primary residence during the recapture period (usually 9 years.) 

Mortgage Interest Credit ( MCC) is a non-fundable tax credit, therefore the homebuyer must 
have tax liability in order to take advantage of the tax credit. 

Tax credits are a powerful way of increasing a family’s annual income. 



WHAT DOES AN MCC DO?
Provides an income tax credit to the borrower as long as they owner occupy their 
home. The federal government already allows all homeowners to claim an itemized 
income TAX DEDUCTION for the amount of interest paid each year on the mortgage 
loan. A TAX DEDUCTION reduces the amount of income that is taxed.

The MCC Program takes a portion of the mortgage interest paid and turns it into a 
TAX CREDIT. A TAX CREDIT is an amount returned to the buyer either by increasing 
the amount refunded in their tax return or decreasing the amount of taxes owed. ( 
Dollar for Dollar savings)

Because the CREDIT is accessible for the life of the loan, an MCC may save a 
homeowner thousands of dollars during the life of the mortgage loan.



HOW DOES THIS WORK?

Here is a sample of one year of savings with the  SETH MCC Program :

The actual amount of the CREDIT is determined by actual interest paid each year

Loan Amount= $125,000      Interest Rate= 4% 

Homeowner pays $5,000 in mortgage interest this year 

MCC Program Tax Credit Rate= 40% 

$5,000 x 40% = $2,000

MCC TAX CREDIT PROVIDED: $2,000 

* Maximum amount of credit allowed per year is $2,000.



FEDERAL RECAPTURE TAX NOT APPLICABLE AFTER 9 YEARS

Programs like MCC Programs are financed 
with Mortgage Revenue Bonds and may be 
subject to a Federal Recapture Tax.

This tax only affects buyers who have had 
significant increases in income and who sell 
or transfer their home within nine years of 
the purchase date.

After living in the home for the nine years, a 
buyer will no longer be subject to the 
recapture provision.

For Recapture tax to apply, the 

homeowner must meet ALL the 

following conditions:

Sell the home within nine years;

Make a net profit (gain) on the sale 

of the home;

The Homeowner’s household income 

must have increased at least 5% 

each year above the applicable 

income used to qualify for the 

mortgage loan.



WHO QUALIFIES?

Must be a 1st Time Homebuyer

Purchase a Home in a Program 
Area 

Qualify for Mortgage Loan 
with Participating Lender.

Meet Income and Purchase 
Price Limits

SETH 
MCC

1st Time 
Buyer

Program 
Area

Income 
Limits

Sales 
Price

Approved 
Lender



MUST BE A 1ST TIME HOMEBUYER 

1st Time Homebuyer – Borrower has not 
had an ownership interest in a principal 
residence within the last 3 years. 

Note: 1st Time Homebuyer requirement 
waived for properties located in a 
“targeted area.”

• Most current 3 years signed IRS 

Tax Returns or Transcripts for all 

borrowers.

• SETH Homebuyer’s Education Class 

required and can be accessed at 

www.sethfc.com.  

SETH 
MCC

1st

Time 
Buyer

http://www.sethfc.com/


AVAILABLE EXEMPTIONS FOR A QUALIFIED VETERAN

A Veteran who has served in active duty that has been 
honorably discharged as evidenced by Form DD-214 
(discharge papers) and has not previously had a 
mortgage loan financed through a Single Family MRB 
Program (Bond). 

Veterans are exempt from the 1st Time Homebuyer 
requirement but must meet the applicable acquisition and 
income limit requirements per program guidelines.



MUST BE IN OUR PROGRAM AREAS

Eligible Counties: Austin, Brazoria, 
Chambers, Liberty, Matagorda, 
Walker, Waller and Wharton

Eligible Cities: Baytown, Deer Park, 
Dickinson, La Marque, La Porte, 
League City, Pasadena, Santa Fe, 
Shoreacres, Texas City and 
Tomball.

Eligible Properties must be 

located in a Program Area 

Taxing Entity (pay property taxes 

to the City or County)

Check the Appraisal District’s 

website.



EXCEPTIONS IN TARGETED AREAS

Targeted Areas are census tracts in which 70 percent or 
more of the families have an income which is 80 percent 
or less of the statewide median family income, or an 
area designated as an area of chronic economic distress.  
Such areas are not subject to the prior home ownership 
restriction and have larger sales prices and income limits.  

SETH MCC Targeted Census Tracts include:

City of Baytown-2534.00 

City of Pasadena- 3220.00 ;3230.00;3231.00;3235.00

Walker County- 7906.00;7907.00

Higher Income and 

Purchase Price Limits

No First Time 

Homebuyer 

Requirement

Census tract search at

https://geomap.ffiec.gov/FFIECGeocMap/GeocodeMap1.aspx



INCOME & PURCHASE PRICE LIMITS FOR SETH MCC
Location:

Effective 5.23.22
1-2 Family 3 or More

Purchase 

Price Limits

Austin County $86,900 $99,935 $349,525

Brazoria County $107,000 $123,050 $349,525

Counties of Chambers, Liberty, Waller

Cities of Baytown, Deer Park, Dickinson, La 

Marque, La Porte, League City, Pasadena, 

Santa Fe, Shoreacres, Texas City and 

Tomball

Targeted Baytown 2534.00

Targeted Pasadena 3220.00, 3230.00, 3231.00 & 3235.00

$88,600

$106,320

$101,890

$124,040

$349,525

$427,198

Matagorda County $85,300 $98,095 $349,525

Walker County
Targeted Walker County 7906.00 and 7907.00

$85,300
$102,360

$98,095
$119,420

$349,525
$427,198

Wharton  County $85,300 $98,095 $349,525

• Total Anticipated Annual Family Income is 

calculated to qualify for the MCC Program. 

• Targeted areas: Higher purchase income 

and purchase price limits.

Income 



Want to be on the list?

Email us at compliance@sethtexas.com

APPROVED LENDER LIST

mailto:compliance@sethtexas.com


FEES FOR THE SETH MCC PROGRAM

************NO MCC FEES***************

If combining SETH MCC with SETH 5 Star or 
GoldStar, submit loan confirmation from 
eHousingPlus or Gateway

SETH 5 Star, GoldStar fees remain the same 

Lender can collect an optional $75 
Application Fee

Lender charges regular and customary fees

• NO MCC Fees 

required

• Optional 

Application Fee



SETH’S HOMEBUYER EDUCATION IS REQUIRED

The SETH Homebuyer’s Education class is 
required for one borrower.

Visit: www.sethfc.com

Cost of Homebuyer’s Education Class:

1 person- $100

Free for Charter Income Buyers with SETH 
5Star or SETH GoldStar loans

http://www.sethfc.com/


CAN THE MCC BE COMBINED WITH OTHER PROGRAMS?

•The MCC can be a stand alone program.

•The MCC can be combined with other 
programs such as the SETH 5 Star Texas  
or GoldStar Programs. 

•City/County Down Payment Assistance 
Programs.

•FHA, USDA, VA & Conventional loans 
products.

•Cannot be combined with a Bond loan. 



RESERVING THE MCC- CONTACT SETH FOR HELP

The SETH MCC is not on ehousingplus.com. 

Must be reserved as early as possible during loan reservation.

(The MCC must be reserved before closing the loan.)

The Loan officer/processor can access the fillable forms at 

Select Lender Tool Box- https://sethfc.com/lender-tool-box/

Fillable Form Password: “sethhome”

email  compliance@sethtexas.com phone: 281-484-4663

https://sethfc.com/lender-tool-box/
mailto:email-p.constance@sethfc.com
mailto:compliance@sethtexas.com


READY TO GET STARTED?

What you will need-
1. Fillable forms located at 

https://sethfc.com/lender-tool-

box/

2. Check stubs (all forms of income)

3. Child Support award or printout 

4. Sales Contract

5. Last 3 years Signed IRS Tax 

Returns or Transcripts 

6. Tax Certificate or Appraisal 

District Print Out

7. SETH HBE certificate.  

www.sethfc.com. 

Step One: 
Send these 
to SETH

https://sethfc.com/lender-tool-box/
http://www.sethfc.com/


STEP ONE: RESERVING THE MCC 

MCC Submission Cover Sheet

Fillable format

The following item is to be left 

blank at this point:

• Anticipated Family Income

(it will auto populate after 

completing Doc 2.)



STEP ONE: RESERVING THE MCC 
Document 2 : Affidavit of Applicant

Complete :

• New or Existing home.

• Applicant or Co-applicant is or is not A 

Qualified Veteran. 

List all household members

Borrower will be listed on the top line. Include 

any Non-Purchasing Spouse. 

Use 2nd line for Spouse or Co-borrower.  Any 

children in household need to be listed 

beginning on next line.

If you need more lines for family member, 

copy this page in the fillable forms and insert 

with the application. 



STEP ONE: RESERVING THE MCC

Income of all mortgagors living in the property who are liable 
on the loan. This includes *Non- Purchasing Spouses. 

• Monthly income means the sum of current monthly gross pay 
AND any additional income(investments, pensions, VA 
compensation, part-time employment, bonuses, dividends, 
interest, child support (even if sporadic). See Affidavit of 
Applicant for more information. 

• Self employment-Follow Agency Guidelines for calculating 
family income for self-employed mortgagors. 

• Page 4. Complete Targeted Area. 

Document 2:  Anticipated 
Annual Family Income Cont. 



STEP ONE: RESERVING THE MCC

Doc 2: Anticipated Annual 

Family Income

Page 6 Signature page

Signed by all Applicants and 

Non-Purchasing Spouses



IF APPLICABLE:

OPTIONAL FORMS

• Certification of 
No Income

• Tax Return 
Affidavit

STEP ONE: RESERVING THE MCC



IF APPLICABLE:  
CERTIFICATION OF NO INCOME

Complete only for 

family members with 

no income.

Sign or e-sign at the 

bottom. 

STEP ONE: Reserving the MCC



IF APPLICABLE :  
TAX RETURN AFFIDAVIT

 Check box that goes with statement. If 

tax returns were not required, then 

state the year and reason that they 

were not required. 

STEP ONE: Reserving the MCC

 Borrower /Co Borrower                   
and All Spouses Sign.

* Cannot accept extensions. Must have actual return.



PRIOR RESIDENCES

STEP ONE: Reserving the MCC

Enter Prior Residences for the 

last 3 years. 

Section (1) Be sure to list 

landlords and dates.   

Section (2) Use if living with 

relatives. 

Section (3)  Describe any other 

living arrangements



SETH ISSUES MCC CONDITIONAL COMMITMENT LETTER



NEW STEP FOR SETH 

MCC GRANT:

• SETH will send Grant Instructions 

and Funding Request with 

Commitment Letter

• Complete Grant Funding Request 

and return to SETH 2 business 

days prior to closing

• SETH wires funds to title 

company

• SETH Grant listed on CD as SETH 

MCC Grant

• Funds can be used for down 

payment and/or closing costs

• Not permitted to be refunded to 

borrower



STEP TWO: CLOSING 

There may be items that 

will need to be signed at 

closing.  Please review 

your Closing Package 

Checklist provided with 

the MCC Commitment.

Step Two: These items may need to be 
sent to Title Company and signed at 
closing:
1. Affidavit of Seller
2. Closing Affidavit
3. Lender Certification
4. Notice of Potential Recapture Tax



Update MCC Cover 

Page with any 

changes in loan 

amount or interest 

rate, but not 

property address 

or income.  

STEP TWO: Closing



DOCUMENT 3:  LENDER CERTIFICATION

Lender certifies that documents 

provided are accurate

Lender completes & signs                  

STEP TWO: Closing



DOCUMENT 4: AFFIDAVIT OF SELLER

This document must be signed by 
Seller on or before closing date. 

If it’s an REO- no signature required/ 
blank must be checked on REO line. 

STEP TWO: Closing



Lender completes and signs.

No material changes from 

MCC submission. 

STEP TWO: Closing

DOCUMENT 5:  CLOSING AFFIDAVIT



DOCUMENT 6 :  NOTICE OF POTENTIAL RECAPTURE TAX

Formula for B & C =                                              

Loan amount x 6.25%

STEP TWO: Closing



RECAPTURE TAX TABLE

Choose and attach 

correct Recapture Tax 

Table for County

STEP TWO: Closing



All Applicants and Non 

Purchasing Spouses sign

STEP TWO: Closing



YOUR BORROWER HAS CLOSED

WITH A SETH MCC

DON’T FORGET TO RETURN

ALL OUTSTANDING DOCUMENTS

AND FINAL CD TO SETH



• Your buyer will receive their MCC 

Certificate in the mail.  

• Remind them to make a copy of 

their MCC Certificate. They will 

need it for tax time.

• To help your buyer remember to 

claim their credit SETH will mail an 

example of the tax form the 

following January after closing. 



STATUS CHANGE DOCUMENTS

Document 7: Extension Request Form  
This form extends the commitment for an additional 30 days. Must be 

submitted prior to commitment expiration date. Must accompany  a lender 

company check, money order or cashier’s check of $50 payable to SETH.

Document 8: Notice of Cancellation/Denial of 

Eligibility for MCC. 
Must be submitted to cancel an existing MCC commitment . 

Document 9: MCC Reissuance Application 
Use this form for refinancing an existing SETH MCC.

These forms are located at 

the back of the Fillable 

forms. 

 See Extension Request 

Form if needed

 Need to cancel an MCC?

 Avoid loosing your MCC 

Benefit. Reissuance to be 

used when refinancing



CONTACT US FOR HELP

Tax Disclaimer- This material is not intended or written to be used, and it cannot be used, by any taxpayer for the purpose of 

avoiding tax penalties that may be imposed on the taxpayer. This material may be used to support the promotion and 

marketing of the matter discussed herein. The tax payer should seek advice from an independent tax advisor regarding the 

matter set forth herein based on the taxpayer’s particular circumstances. 

MCC Program Admin:

Rhonda Mitchell

compliance@sethtexas.com

SETH Homebuyer Education:

compliance@sethfc.com
www.sethfc.com


