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Notice to DSHA Originating Lenders 

Re:  Delaware First Time Homebuyer Tax Credit Program– Potential Impact of Proposed Federal 
Tax Legislation 

The Delaware First Time Homebuyer Tax Credit Program is a mortgage credit certificate (“MCC”) 
program issued pursuant to Section 25 of the Internal Revenue Code.  The Delaware First Time 
Homebuyer Tax Credit Program (referred to in this Notice as the “MCC Program”) provides 
benefits to first-time homebuyers through the provision of a federal tax credit to such buyers.  
Unfortunately, the current version of the House tax reform bill (H.R.1), which has been passed by 
the full House of Representative, would eliminate DSHA’s ability to offer the MCC Program for 
any first mortgage loan closed after 12/31/2017. 

Since the House passed (H.R.1), the Senate Finance Committee has released its version of a tax 
reform bill, which is now being considered by the full Senate; under the current version of the 
Senate bill, the MCC provisions of the Internal Revenue Code would stay in effect as they 
currently are.  The Senate bill as proposed could be modified by the Senate prior to passage, or 
could be modified in a House-Senate conference after passage for the purpose of reconciling the 
differences between the two tax bills.  It is also possible that no Senate tax bill will be passed by 
the full Senate or that the two tax bills cannot be reconciled.  There are other possible outcomes 
too. 

Therefore, the ultimate outcome of the tax bills is unknown.  However, we wanted to notify you 
of the very significant consequences if the current House bill were to become law, including the 
following: 

• DSHA could issue MCCs only for loans that close on or before 12/31/2017. 
• DSHA could not issue MCCs for loans that close after 12/31/2017. 
• DSHA would not be able to re-issue new MCCs to borrowers who refinance their original 

mortgage after 12/31/2017. 
• The ability of Borrowers with existing MCCs to claim the credit on their federal tax return 

is not affected by H.R. 1. 

Based on the foregoing, we recommend that you: 



• Advise all borrowers who want an MCC that the proposed tax reform legislation may 
result in the elimination of the MCC Program for any loan closing after December 31, 
2017.  

• For those lenders who use the “DE First Time Home Buyer Tax Credit (MCC) income” for 
qualifying income, do not use this income test unless you know the loan will close by 
12/31/2017. 

For now, DSHA will continue to accept MCC reservations for loans that will close in 2017 or 2018.  
DSHA cannot issue a MCC without a reservation prior to closing.  Therefore, if the MCC Program 
survives, we will be able to issue a MCC to that homebuyer.  However, if the MCC Program does 
not survive (i.e., H.R. 1 passes in its current form), DSHA will not be able to issue a MCC to that 
homebuyer if his or her loan closes after December 31, 2017.   

DSHA appreciates your support in helping to enable first-time homebuyers to benefit from the 
MCC Program.  We will continue to monitor the progress of the proposed tax legislation.  You 
may wish to talk to your congressional representatives about the negative impact of H.R. 1 on 
affordable housing programs such as the MCC Program. 

Should you have any questions or concerns, please feel free to contact either Vanessa McCall or 
Brian Rossello at 302-577-5001 or via email at VanessaM@destatehousing.com or 
Brian@destatehousing.com 
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