AWy

NEVADA " HOME Is Possible

HOUSING DIVISION

Mortgage Credit Certificate Program

Change W-4 forms for Monthly Adjustment*

Using the Mortgage Credit Certificate (MCC) Program, borrowers are entitled to receive a direct federal
income tax credit equal to 20% of the interest paid on their mortgage loan. The credit is available each year so
long as the borrower occupies the property as its principal residence. The amount of the credit is calculated
based upon the interest paid each year. The credit is limited to the amount of income tax otherwise payable
and may be used to reduce the taxes payable or to increase the tax refund due upon filing of the
borrowers’ federal income tax returns.

Borrowers may receive the benefit of the MCC credit as a refund upon filing of federal income taxes, or may
adjust their withholding to receive the benefit in the form of higher take-home pay. To receive the benefit
monthly, borrowers should amend their withholding by filing a revised Form W-4 with their employer
reflecting the additional withholding exemptions resulting from the Mortgage Credit Certificate and the
interest and real estate tax deductions from their home.

This is done by taking the amount by adjusting the amount of deductions reported on Line F on the W-4 form.
The amount of the expected annual tax credit may be estimated by multiplying the average loan balance by
the mortgage interst rate, times the credit rate of 20%.

Example:
$200,000 loan amount LOAN
X 4.50% loan TIMES INTEREST RATE
$9,000 expected interest EQUALS INTEREST
X 20% tax credit TIMES 20% CREDIT
$1,800 annual tax credit EQUALS CREDIT AMOUNT

Each $400 of credit equates to one additional exemption for a borrower in a 15% income tax bracket ($700 for
persons in a 28% bracket.) Thus $1,800 credit translates into approximately four additional
withholding exemptions so that a family of three would increase its exemptions to seven. Family size
and number of workers in the household is also a consideration. Remember, if you adjust your W-4
to reflect your MCC savings, you may not take the credit at the end of the year

—— LineF
E Enter *17 if you will file as head of household on your tax return (see conditions under Head of household abowe) . . E
F Enter *17 if you have at least $2,000 of child or dependent care expenses for which you plantoclamacredit . . . F -
[Note: Do not incluede child support payments. See Pub. 503, Child and Dependent Care Expenses, for details.)

G Child Tax Credit (incheding additional child tax credit). See Pub. 72, Child Tax Credit, for more information.

 [f your total income will be less than $70,000 (5100,000 i marmied), enter “27 for each eligible child; then less 17 if you

have two to four eligible children or less “27 if you have five or more eligible children.

# If your total income will be between $70,000 and $54,000 § 100,000 and $119,000 if memied), entar “1” for sach eiigiblachild . . G
H  Add lines A through G and enter total hera. (Note: This may be different from the number of exemptions you claim on your tax retum) » H

= [f you plan to itemnize or claim adjustments to income and want to reduce your withholding, see the Deductions

For accuracy, and Adjustments Worksheet on pags 2.

complete all = If you &re single and have more than one job or are married and you and your spouse both work and the combined
warksheets eamings from all jobs exceed §50,000 (320,000 i mamried), see the Two-Eamers/Multiple Jobs Worksheet on page 2
that apply. to avoid having too Fitle tax withheld.

= If neither of the sbove situations applies, stop here and enter the number from line H on line 5 of Form W-2 balow.

*The Nevada Housing Division does not offer this information as tax advice. All MCC holders should consult
their own tax advisor or the Internal Revenue Service for guidance regarding correct exemptions.
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