
WHEDA Mortgage Credit Certificate (MCC) Federal Recapture Tax 
Effective June 12, 2023 

The income limits in this booklet are effective for Mortgage Credit Certificates (MCC) issued 
on or after June 12, 2023 

Introduction 
Due to federal tax regulations, mortgage loans closed on proceeds from a tax-exempt bond 
or Mortgage Credit Certificates that are issued after January 1, 1991, are subject to federal 
recapture tax when you sell your home.  This booklet is provided to you so that when it's time 
to sell your home, you have the information you need to determine 1) whether the tax applies 
to you, and 2) the amount of the tax.  This information should be kept in a safe place with 

your other mortgage documents and important papers. 

The federal recapture tax may also apply if you dispose of your home in some other way.  Any 
references in this notice to the "sale" of your home also includes other ways of disposing of 
your home.  For instance, you may owe the recapture tax if you give your home to a relative. 

Exceptions 
No federal recapture tax is due if one of the following situations occur: 

• You dispose of your home later than nine years after you close your mortgage loan;
• Your home is disposed of as a result of your death;
• You transfer your home either to your spouse or to your former spouse incident to

divorce and you have no gain or loss included in your income under section 1041 of the
Internal Revenue Code;

• You dispose of your home at a loss;
• Your modified adjusted gross income in the taxable year in which you sell your home

is less than the Adjusted Qualifying Income for that year.

Maximum Recapture Tax 
The maximum recapture tax that you may be required to pay as an addition to your federal 
income tax is calculated by multiplying your original loan amount by 6.25%.  In other words: 

$ X  .0625 = $ 
Your Original Loan Amount times .0625 equals your Maximum Federal Recapture Tax 

This is your federally subsidized amount with respect to the loan.  This is the highest tax 
amount that you would ever be required to pay. 

Actual Recapture Tax 
The actual federal recapture tax, if any, can only be determined when you sell your home. The 
amount of the federal recapture tax is based on the lessor of 1) 50% of the gain on sale of your 
home, regardless of whether you have to include that gain in your income for federal income 
tax purposes, or 2) the federal recapture amount determined by completing IRS Tax Form 
8828. 

Limitations and Special Rules on Recapture Tax 
1. If you give away your home (other than to your spouse or ex-spouse incident to

divorce), you must determine your Actual Recapture Tax as if you had sold your home
for its fair market value.



2. If your home is destroyed by fire, storm, flood, or other casualty, there generally is no
recapture tax if, within two years, you purchase additional property for use as your
principal residence on the site of the home financed with your original subsidized
mortgage loan.

3. In general, except as provided in future regulations, if two or more persons own a home
and are jointly liable for the mortgage, the actual recapture tax is determined separately
for them based on their interests in the home.

4. If you repay your loan in full during the nine year recapture period and you sell your
home during this period, your holding period percentage may be reduced under the
special rule in section 143(m)(4)(C)(ii) of the Internal Revenue Code.

5. Other special rules may apply in particular circumstances.  You may wish to consult
with a tax advisor or the local office of the Internal Revenue Service when you sell or
otherwise dispose of your home to determine the amount, if any, of your actual federal
recapture tax.  See section 143(m) of the Internal Revenue Code.

How to Use this Table 
1. Choose the HOLDING PERIOD column based on how many years since you bought

your home.  Year 1 begins on your closing date.  For example, if you closed on your
home on June 1, 2008, Year 1 is from June 1, 2008 through May 31, 2009.  Year 2 is from
June 1, 2009 through May 31, 2010, and so on.

2. Get the HOLDING PERIOD PERCENTAGE from your HOLDING PERIOD column.
3. Choose the FAMILY SIZE column based on the number of persons in your household

at the time you sell your home.
4. Obtain the ADJUSTED QUALIFYING INCOME by reading across your county line to the

correct HOLDING PERIOD column.  If there are two lines of figures for your county,
choose the target (T) or non-target (N) line for your county based on whether your
home is in a target or non-target area.

Completing IRS Form 8828-Recapture of Federal Mortgage Subsidy 
1. The type of federal subsidy used to fund your mortgage loan is 2b - Mortgage credit

certificate.
2. The name of the bond or mortgage certificate issuer is Wisconsin Housing and

Economic Development Authority.
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