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rules relating to the statute of limita-
tions) shall apply. See § 1.6709–1T with 
respect to the penalty for filing neg-
ligent or fraudulent statements. 

[T.D. 8023, 50 FR 19348, May 8, 1985, as amend-
ed at T.D. 8502, 58 FR 67689, Dec. 22, 1993; T.D. 
8692, 61 FR 66215, Dec. 17, 1996] 

§ 1.25–4T Qualified mortgage credit 
certificate program (Temporary). 

(a) In general—(1) Definition of quali-
fied mortgage credit certificate program. 
For purposes of §§ 1.25–1T through 1.25– 
8T, the term ‘‘qualified mortgage cred-
it certificate program’’ means a pro-
gram to issue qualified mortgage credit 
certificates which meets all of the re-
quirements of paragraphs (b) through 
(i) of this section. 

(2) Requirements are a minimum. Ex-
cept as otherwise provided in this sec-
tion, the requirements of this section 
are minimum requirements. Issuers 
may establish more stringent criteria 
for participation in a qualified mort-
gage credit certificate program. Thus, 
for example, an issuer may target 30 
percent of the proceeds of an issue of 
mortgage credit certificates to tar-
geted areas. Further, issuers may es-
tablish additional eligibility criteria 
for participation in a qualified mort-
gage credit certificate program. Thus, 
for example, issuers may impose an in-
come limitation designed to ensure 
that only those individuals who could 
not otherwise purchase a residence will 
benefit from the credit. 

(3) Except as otherwise provided in 
this section and § 1.25–3T, issuers may 
use mortgage credit certificates in con-
nection with other Federal, State, and 
local programs provided that such use 
complies with the requirements of 
§ 1.25–3T(j). Thus, for example, a mort-
gage credit certificate may be issued in 
connection with the qualified rehabili-
tation of a residence part of the cost of 
which will be paid from the proceeds of 
a State grant. 

(b) Establishment of program. A pro-
gram meets the requirements of this 
paragraph only if it is established by a 
State or political subdivision thereof 
for any calendar year for which it has 
the authority to issue qualified mort-
gage bonds. 

(c) Election not to issue qualified mort-
gage bonds—(1) In general. A program 

meets the requirements of this para-
graph only if the issuer elects, in the 
time and manner specified in this para-
graph, not to issue an amount of quali-
fied mortgage bonds that it may other-
wise issue during the calendar year 
under section 103A and the regulations 
thereunder. 

(2) Manner of making election. On or 
before the earlier of the date of dis-
tribution of mortgage credit certifi-
cates under a program or December 31, 
1987, the issuer must file an election 
not to issue an amount of qualified 
mortgage bonds. The election (and the 
certification (or affidavit) described in 
paragraph (d)) shall be filed with the 
Internal Revenue Service Center, 
Philadelphia, Pennsylvania 19255. The 
election should be titled ‘‘Mortgage 
Credit Certificate Election’’ and must 
include— 

(i) The name, address, and TIN of the 
issuer, 

(ii) The issuer’s applicable limit, as 
defined in section 103A (g) and the reg-
ulations thereunder, 

(iii) The aggregate amount of quali-
fied mortgage bonds issued by the 
issuing authority during the calendar 
year, 

(iv) The amount of the issuer’s appli-
cable limit that it has surrendered to 
other issuers during the calendar year, 

(v) The date and amount of any pre-
vious elections under this paragraph 
for the calendar year, and 

(vi) The amount of qualfied mortgage 
bonds that the issuer elects not to 
issue. 

(3) Revocation of election. Any election 
made under this paragraph may be re-
voked, in whole or in part, at any time 
during the calendar year in which the 
election was made. The revocation, 
however, may not be made with respect 
to any part of the nonissued bond 
amount that has been used to issue 
mortgage credit certificates pursuant 
to the election. The revocation shall be 
filed with the Internal Revenue Service 
Center, Philadelphia, Pennsylvania 
19255. The revocation should be titled 
‘‘Revocation of Mortgage Credit Cer-
tificate Election’’ and must include— 

(i) The name, address, and TIN of the 
issuer, 

(ii) The nonissued bond amount as 
originally elected, and 
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(iii) The portion of the nonissued 
bond amount with respect to which the 
election is being revoked. 

(4) Special rule. If at the time that an 
issuer makes an election under this 
paragraph it does not know its applica-
ble limit, the issuer may elect not to 
use all of its remaining authority to 
issue qualified mortgage bonds; this 
form of election will be treated as 
meeting the requirements of paragraph 
(c)(2) if, prior to the later of the end of 
the calendar year and December 31, 
1985, the issuer amends its election so 
as to indicate the exact amount of 
qualified mortgage bond authority that 
it elected not to issue. 

(5) Limitation on nonissued bond 
amount. The amount of qualified mort-
gage bonds which an issuer elects not 
to issue may not exceed the issuer’s ap-
plicable limit (as determined under 
section 103A (g) and the regulations 
thereunder). For example, a govern-
mental unit that, pursuant to section 
103A (g)(3), may issue $10 million of 
qualified mortgage bonds that elects to 
trade in $11 million in qualified mort-
gage bond authority has not met the 
requirements of this paragraph, and 
mortgage credit certificates issued pur-
suant to such election are not qualified 
mortgage credit certificates. 

(d) State certification requirement—(1) 
In general. A program meets the re-
quirements of this paragraph only if 
the State official designated by law (or, 
where there is no State official, the 
Governor) certifies, based on facts and 
circumstances as of the date on which 
the certification is requested, following 
a request for such certification, that 
the issue meets the requirements of 
section 103A(g) (relating to volume 
limitation) and the regulations there-
under. A copy of the State certification 
must be attached to the issuer’s elec-
tion not to issue qualified mortgage 
bonds, except that, in the case of elec-
tions made during calendar year 1984, 
the certification may be filed with the 
Service prior to July 8, 1985 provided 
that mortgage credit certificates may 
not be distributed until the certifi-
cation is filed. In the case of any con-
stitutional home rule city, the certifi-
cation shall be made by the chief exec-
utive officer of the city. 

(2) Certification procedure. The official 
making the certification described in 
this paragraph (d) need not perform an 
independent investigation to determine 
whether the issuer has met the require-
ments of section 103A(g). In deter-
mining the aggregate amount of quali-
fied mortgage bonds previously issued 
by that issuer during the calendar year 
the official may rely on copies of prior 
elections under paragraph (c) of this 
section made by the issuer for that 
year, together with an affidavit exe-
cuted by an official of the issuer who is 
responsible for issuing bonds stating 
that the issuer has not, to date, issued 
any other issues of qualified mortgage 
bonds during the calendar year and 
stating the amount, if any, of the 
issuer’s applicable limit that it has 
surrendered to other issuers during the 
calendar year; for any calendar year 
prior to 1985, the official may rely on 
an affidavit executed by a duly author-
ized official of the issuer who states 
the aggregate amount of qualified 
mortgage bonds issued by the issuer 
during the year. In determining the ag-
gregate amount of qualified mortgage 
bonds that the issuer has previously 
elected not to issue during that cal-
endar year, the official may rely on 
copies of any elections not to issue 
qualified mortgage bonds filed by the 
issuer for that calendar year, together 
with an affidavit executed by an offi-
cial of the issuer responsible for issuing 
mortgage credit certificates stating 
that the issuer has not, to date, made 
any other elections not to issue quali-
fied mortgage bonds. If, based on such 
information, the certifying official de-
termines that the issuer has not, as of 
the date on which the certification is 
provided, exceeded its applicable limit 
for the year, the official may certify 
that the issue meets the requirements 
of section 103A(g). The fact that the 
certification described in this para-
graph (d) is provided does not ensure 
that the issuer has met the require-
ments of section 103A(g) and the regu-
lations thereunder, nor does it preclude 
the application of the penalty for over- 
issuance of mortgage credit certifi-
cates if such over-issuance actually oc-
curs. See § 1.25–5T. 

(3) Special rule. If within 30 days after 
the issuer files a proper request for the 
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certification described in this para-
graph (d) the issuer has not received 
from the State official designated by 
law (or, if there is no State official, the 
Governor) certification that the issue 
meets the requirements of section 
103A(g) or, in the alternative, a state-
ment that the issue does not meet such 
requirements, the issuer may submit, 
in lieu of the certification required by 
this paragraph (d), an affidavit exe-
cuted by an officer of the issuer respon-
sible for issuing mortgage credit cer-
tificates stating that— 

(i) The issue meets the requirements 
of section 103A(g) and the regulations 
thereunder, 

(ii) At least 30 days before the execu-
tion of the affidavit the issuer filed a 
proper request for the certification de-
scribed in this paragraph (d), and 

(iii) The State official designated by 
law (or, if there is no State official, the 
Governor) has not provided the certifi-
cation described in this paragraph (d) 
or a statement that the issue does not 
meet such requirements. 
For purposes of this paragraph, a re-
quest for certification is proper if the 
request includes the reports and affida-
vits described in paragraph (d)(2). 

(e) Information reporting requirement— 
(1) Reports. With respect to mortgage 
credit certificates issued after Sep-
tember 30, 1985, a program meets the 
requirements of this paragraph only if 
the issuer submits a report containing 
the information concerning the holders 
of certificates issued during the pre-
ceding reporting period required by 
this paragraph. The report must be 
filed for each reporting period in which 
certificates (other than transferred 
certificates) are issued under the pro-
gram. The issuer is not responsible for 
false information provided by a holder 
if the issuer did not know or have rea-
son to know that the information was 
false. The report must be filed on the 
form prescribed by the Internal Rev-
enue Service. If no form is prescribed, 
or if the form prescribed is not readily 
available, the issuer may use its own 
form provided that such form is in the 
format set forth in this paragraph and 
contains the information required by 
this paragraph. The report must be ti-
tled ‘‘Mortgage Credit Certificate In-
formation Report’’ and must include 

the name, address, and TIN of the 
issuer, the reporting period for which 
the information is provided, and the 
following tables containing informa-
tion concerning the holders of certifi-
cates issued during the reporting pe-
riod for which the report is filed: 

(i) A table titled ‘‘Number of Mort-
gage Credit Certificates by Income and 
Acquisition Cost’’ showing the number 
of mortgage credit certificates issued 
(other than those issued in connection 
with qualified home improvement and 
rehabilitation loans) according to the 
annualized gross income of the holders 
(categorized in the following intervals 
of income: 

$0–$9,999; 
$10,000–$19,999; 
$20,000–$29,999; 
$30,000–$39,999; 
$40,000–$49,999; 
$50,000–$74,999; and 
$75,000 or more) 

and according to the acquisition cost of 
the residences acquired in connection 
with the mortgage credit certificates 
(categorized in the following intervals 
of acquisition cost: 

$0–$19,999; 
$20,000–$39,999; 
$40,000–$59,999; 
$60,000–$79,999; 
$80,000–$99,999; 
$100,000–$119,999; 
$120,000–$149,999; 
$150,000–$199,999; and 
$200,000 or more). 

For each interval of income and acqui-
sition cost the table must also be cat-
egorized according to— 

(A) The aggregate amount of fees 
charged to holders to cover any admin-
istrative costs incurred by the issuer in 
issuing mortgage credit certificates, 
and 

(B) The number of holders that— 
(1) Did not have a present ownership 

interest in a principal residence at any 
time during the 3-year period ending on 
the date the mortgage credit certifi-
cate is executed (i.e., satisfied the 3- 
year requirement) and purchased resi-
dences in targeted areas, 

(2) Satisfied the 3-year requirement 
and purchased residences not located in 
targeted areas, 

(3) Did have a present ownership in-
terest in a principal residence at any 
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time during the 3-year period ending on 
the date the mortgage credit certifi-
cate is executed (i.e., did not satisfy 
the 3-year requirement) and purchased 
residences in targeted areas, and 

(4) Did not satisfy the 3-year require-
ment and purchased residences not lo-
cated in targeted areas. 

(ii) A table titled ‘‘Volume of Mort-
gage Credit Certificates by Income and 
Acquisition Cost’’ containing data on— 

(A) The total of the certified indebt-
edness amounts of the certificates 
issued (other than those issued in con-
nection with qualified home improve-
ment and rehabilitation loans); 

(B) The sum of the products of the 
certified indebtedness amount and the 
certificate credit rate for each certifi-
cate (other than those issued in con-
nection with qualified home improve-
ment and rehabilitation loans) accord-
ing to annualized gross income (cat-
egorized in the same intervals of in-
come as the preceding table) and ac-
cording to the acquisition cost of the 
residences acquired in connection with 
mortgage credit certificates (cat-
egorized in the same intervals of acqui-
sition cost as the preceding table); and 

(C) For each interval of income and 
acquisition cost, the information de-
scribed in paragraph (e)(1)(ii) (A) and 
(B) categorized according to the hold-
ers that— 

(1) Satisfied the 3-year requirement 
and purchased residences in targeted 
areas, 

(2) Satisfied the 3-year requirement 
and purchased residences not located in 
targeted areas, 

(3) Did not satisfy the 3-year require-
ment and purchased residences in tar-
geted areas, and 

(4) Did not satisfy the 3-year require-
ment and purchased residences not lo-
cated in targeted areas. 

(iii) A table titled ‘‘Mortgage Credit 
Certificates for Qualified Home Im-
provement and Rehabilitation Loans’’ 
showing the number of mortgage credit 
certificates issued in connection with 
qualified home improvement loans and 
qualified rehabilitation loans, the total 
of the certified indebtedness amount 
with respect to such certificates, and 
the sum of the products of the certified 
indebtedness amount and the certifi-
cate credit rate for each certificate; 
the information contained in the table 
must also be categorized according to 
whether the residences with respect to 
which the certificates were provided 
are located in targeted areas. 

(2) Format. If no form is prescribed by 
the Internal Revenue Service, or if the 
prescribed form is not readily avail-
able, the issuer must submit the report 
in the format specified in this para-
graph (e)(2). The specified format of the 
report is the following: 

MORTGAGE CREDIT CERTIFICATE INFORMATION 
REPORT 

Name of issuer: 
Address of issuer: 
TIN of issuer: 
Reporting period: 

NUMBER OF MORTGAGE CREDIT CERTIFICATES BY INCOME AND ACQUISITION COST 

3-year requirement: 
Annualized gross 

monthly income of bor-
rowers 

Satisfied Not satisfied 

Totals fees 
Nontargeted area Targeted area Nontargeted area Targeted area 

$0 to $9,999.
$10,000 to $19,999.
$20,000 to $29,999.
$30,000 to $39,999.
$40,000 to $49,999.
$50,000 to $74,999.
$75,000 or more.

Total.

Acquisition Cost 

0 to $19,999.
$20,000 to $39,999.
$40,000 to $59,999.
$60,000 to $79,999.
$80,000 to $99,999.
$100,000 to $119,999.
$120,000 to $149,999.
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NUMBER OF MORTGAGE CREDIT CERTIFICATES BY INCOME AND ACQUISITION COST—Continued 

3-year requirement: 
Annualized gross 

monthly income of bor-
rowers 

Satisfied Not satisfied 

Totals fees 
Nontargeted area Targeted area Nontargeted area Targeted area 

$150,000 to $199,999.
$200,000 or more.

Total.
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MORTGAGE CREDIT CERTIFICATES FOR QUALI-
FIED HOME IMPROVEMENT AND REHABILITA-
TION LOANS 

Nontar-
geted 
area 

Tar-
geted 
area 

Totals 

Home Improvement Loans 

Number of mortgage credit cer-
tificates.

Total of the certified indebted-
ness amounts.

Product of certified indebted-
ness amounts and credit 
rates.

Rehabilitation Loans 

Number of mortgage credit cer-
tificates.

Total of the certified indebted-
ness amounts.

Product of certified indebted-
ness amounts and credit 
rates.

(3) Definitions and special rules. (i) For 
purposes of this paragraph the term 
‘‘annualized gross income’’ means the 
borrower’s gross monthly income mul-
tiplied by 12. Gross monthly income is 
the sum of monthly gross pay, any ad-
ditional income from investments, pen-
sions, Veterans Administration (VA) 
compensation, part-time employment, 
bonuses, dividends, interest, current 
overtime pay, net rental income, etc., 
and other income (such as alimony and 
child support, if the borrower chooses 
to disclose such income). Information 
with respect to gross monthly income 
may be obtained from available loan 
documents, e.g., the sum of lines 23D 
and 23E on the Application for VA or 
FmHA Home Loan Guaranty or for 
HUD/FHA Insured Mortgage (VA Form 
26–1802a, HUD 92900, Jan. 1982), or the 
total line from the Gross Monthly In-
come section of FHLMC Residential 
Loan Application form (FHLMC 65 Rev. 
8/78). 

(ii) For purposes of this paragraph, 
the term ‘‘reporting period’’ means 
each one year period beginning July 1 
and ending June 30, except that issuers 
need not provide data with respect to 
the period prior to October 1, 1985. 

(iii) For purposes of this paragraph, 
verification of information concerning 
a holder’s gross monthly income by 
utilizing other available information 
concerning the holder’s income (e.g., 
Federal income tax returns) is not re-
quired. In determining whether the 

holder of a mortgage credit certificate 
acquiring a residence in a targeted area 
satisfies the 3-year requirement, the 
issuer may rely on a statement signed 
by the holder. 

(4) Time for filing. The report required 
by this paragraph shall be filed not 
later than the 15th day of the second 
calendar month after the close of the 
reporting period. The Commissioner 
may grant an extension of time for the 
filing of a report required by this para-
graph if there is reasonable cause for 
the failure to file such report in a time-
ly fashion. The report may be filed at 
any time before such date but must be 
complete based on facts and reasonable 
expectations as of the date the report 
is filed. The report need not be amend-
ed to reflect information learned subse-
quent to the date of filing, or to reflect 
changed circumstances with respect to 
any holder. 

(5) Place for filing. The report re-
quired by this paragraph is to be filed 
at the Internal Revenue Service Cen-
ter, Philadelphia, Pennsylvania 19255. 

(f) Policy statement. A program estab-
lished pursuant to an election under 
paragraph (c) made after 1984 meets the 
requirements of this paragraph only if 
the applicable elected representative of 
the governmental unit— 

(1) Which is the issuer, or 
(2) On whose behalf the certificates 

were issued, 

has published (after a public hearing 
following reasonable public notice) a 
policy statement described in § 1.103A– 
2(1) by the last day of the year pre-
ceding the year in which the election 
under paragraph (c) is made, and a 
copy of such report has been submitted 
to the Commissioner on or before such 
last day. See § 1.103A–2(1) for further 
definitions and requirements. 

(g) Targeted areas requirement—(1) In 
general. A program meets the require-
ments of this paragraph only if— 

(i) The portion of the total proceeds 
of the issue specified in paragraph 
(g)(2) is made available to provide 
mortgage credit certificates in connec-
tion with owner financing of targeted 
area residents for at least 1 year after 
the date on which mortgage credit cer-
tificates are first made available with 
respect to targeted area residences, and 
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(ii) The issuer attempts with reason-
able diligence to place such proceeds 
with qualified persons. 

Mortgage credit certificates are consid-
ered first made available with respect 
to targeted area residences on the date 
on which the issuer first begins to ac-
cept applications for mortgage credit 
certificates provided under that issue. 

(2) Specified portion. (i) The specified 
portion of the total proceeds of an 
issue is the lesser of— 

(A) 20 percent of the total proceeds, 
or 

(B) 8 percent of the average annual 
aggregate principal amount of mort-
gages executed during the immediately 
preceding 3 calendar years for single- 
family, owner-occupied residences in 
targeted areas within the jurisdiction 
of the issuing authority. 
For purposes of computing the required 
portion of the total proceeds specified 
in paragraph (g)(2)(i)(B) where such 
provision is applicable, an issuer may 
rely upon the safe-harbor formula pro-
vided in the regulations under section 
103A(h). 

(ii) See § 1.25–1T(b)(10)(ii) for the defi-
nition of ‘‘total proceeds’’. 

(h) Fees—(1) In general. A program 
meets the requirements of this para-
graph only if each applicant is required 
to pay, directly or indirectly, no fee 
other than those fees permitted under 
this paragraph. 

(2) Permissible fees. Applicants may be 
required to pay the following fees pro-
vided that they are reasonable: 

(i) Points, origination fees, servicing 
fees, and other fees in amounts that 
are customarily charged with respect 
to mortgages not provided in connec-
tion with mortgage credit certificates, 

(ii) Application fees, survey fees, 
credit report fees, insurance fees, or 
similar settlement or financing costs 
to the extent such amounts do not ex-
ceed the amounts charged in the area 
in cases where mortgages are not pro-
vided in connection with mortgage 
credit certificates. For example, 
amounts charged for FHA, VA, or simi-
lar private mortgage insurance on an 
individual’s mortgage are permissible 
so long as such amounts do not exceed 
the amounts charged in the area with 
respect to a similar mortgage that is 

not provided in connection with a 
mortgage credit certificate, and 

(iii) Other fees that, taking into ac-
count all the facts and circumstances, 
are reasonably necessary to cover any 
administrative costs incurred by the 
issuer or its agent in issuing mortgage 
credit certificates. 

(i) Qualified mortgage credit certificate. 
A program meets the requirements of 
this paragraph only if each mortgage 
credit certificate issued under the pro-
gram meets each of the requirements 
of paragraphs (c) through (o) of § 1.25– 
3T. 

(j) Good faith compliance efforts—(1) 
Eligibility requirements. (i) A program 
under which each of the mortgage cred-
it certificates issued does not meet 
each of the requirements of paragraphs 
(c) through (o) of § 1.25–3T shall be 
treated as meeting the requirements of 
paragraph (i) of this section if each of 
the requirements of this paragraph 
(j)(1) is satisfied. A mortgage credit 
certificate program meets the require-
ments of this paragraph (j)(1) only if 
each of the following provisions is met: 

(A) The issuer in good faith at-
tempted to issue mortgage credit cer-
tificates only to individuals meeting 
each of the requirements of paragraphs 
(c) through (o) of § 1.25–3T. Good faith 
requires that agreements with lenders 
and agents and other relevant instru-
ments contain restrictions that permit 
the approval of mortgage credit certifi-
cates only in accordance with the re-
quirements of paragraphs (c) through 
(o) of § 1.25–3T. In addition, the issuer 
must establish reasonable procedures 
to ensure compliance with those re-
quirements. Reasonable procedures in-
clude reasonable investigations by the 
issuer to determine whether individ-
uals satisfy the requirements of para-
graphs (c) through (o) of § 1.25–3T. 

(B) 95 percent or more of the total 
proceeds of the issue were devoted to 
individuals with respect to whom, at 
the time that the certificate was 
issued, all the requirements of para-
graphs (c) through (o) of § 1.25–3T were 
met. If a holder of a mortgage credit 
certificate fails to meet more than one 
of these requirements, the amount of 
the certificate (i.e., the certificate 
credit rate multiplied by the certified 
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indebtedness amount) issued to that in-
dividual will be taken into account 
only once in determining whether the 
95-percent requirement is met. How-
ever, all of the defects in that individ-
ual’s certificate must be corrected pur-
suant to paragraph (j)(1)(i)(C). 

(C) Any failure to meet the require-
ments of paragraphs (c) through (o) of 
§ 1.25–3T is corrected within a reason-
able period after that failure is discov-
ered. For example, if an individual fails 
to meet one or more of such require-
ments those failures can be corrected 
by revoking that individual’s certifi-
cate. 

(ii) Examples. The following examples 
illustrate the application of this para-
graph (j)(1): 

Example 1. County X only distributes mort-
gage credit certificates to individuals who 
have contracted to purchase a principal resi-
dence. County X requires that applicants for 
mortgage credit certificates present the fol-
lowing information: 

(i) An affidavit stating that the applicant 
intends to use the residence in connection 
with which the mortgage credit certificate is 
issued as his principal residence within a 
reasonable time after the certificate is 
issued by County X, that the applicant will 
notify the County if the residence ceases to 
be his principal residence, and facts that are 
sufficient for County X to determine whether 
the residence is located within the jurisdic-
tion of County X, 

(ii) An affidavit stating that the applicant 
had no present ownership interest in a prin-
cipal residence at any time during the 3-year 
period prior to the date on which the certifi-
cate is issued, 

(iii) Copies of the applicant’s Federal tax 
returns for the preceding 3 years, 

(iv) Affidavits from the seller of the resi-
dence with respect to which the certificate is 
issued and the applicant stating the pur-
chase price of the residence, including an 
itemized list of (A) payments made by or for 
the benefit of the applicant, (B) if the resi-
dence is incomplete, an estimate of the rea-
sonable cost of completing the residence, and 
(C) if the residence is subject to a ground 
rent, the capitalized value of the ground 
rent, 

(v) An affidavit executed by the applicant 
stating that the mortgage being acquired in 
connection with the certificate will not be 
used to acquire or replace an existing mort-
gage, 

(vi) An affidavit executed by the applicant 
stating that no portion of the financing for 
the residence in connection with which the 
certificate is issued is provided from the pro-
ceeds of a qualified mortgage bond or quali-

fied veterans’ mortgage bond and that no 
portion of the mortgage for the residence is 
provided by a person related to the applicant 
(as defined in § 1.25–3T(n)), 

(vii) An affidavit executed by the applicant 
stating that the certificate was not limited 
to indebtedness incurred from particular 
lenders, and 

(viii) In the case of a mortgate credit cer-
tificate allocated for use in connection with 
a particular development, and affidavit exe-
cuted by the applicant stating that the ap-
plicant received from the developer a certifi-
cation stating that the price of the residence 
with respect to which the certificate was 
issued is no higher than it would be without 
the use of a mortgage credit certificate. 
County X examines the information sub-
mitted by the applicant to determine wheth-
er the requirements of paragraphs (c), (d), 
(e), (f), (g), (i), (j), (k), and (n) of § 1.25–3T are 
met. County X determines that the certifi-
cate has not expired. The mortgage credit 
certificates issued by County X are in the 
form prescribed by § 1.25–6T and County X 
provides all the required information and 
statements. After determining that the ap-
plicant meets all these requirements County 
X issues a mortgage credit certificate to the 
applicant. This procedure for issuing mort-
gage credit certificates is sufficient evidence 
of the good faith of County X to meet the re-
quirements of § 1.25–4T(j)(1)(i)(A). 

Example 2. County W distributes prelimi-
nary mortgage credit certificates to individ-
uals who have not entered into contracts to 
purchase a principal residence. County W 
issues preliminary certificates in the form 
prescribed by § 1.25–6T to those applicants 
that have submitted statements that they (i) 
intend to purchase a single-family residence 
located within the jurisdiction of County W 
which they will occupy as a principal resi-
dence, (ii) have had no present ownership in-
terest in a principal residence within the 
preceding 3-year period, and (iii) will not use 
the certificate in connection with the acqui-
sition or replacement of an existing mort-
gage. The certificates contain a maximum 
purchase price, the certificate credit rate, 
and a statement that the certificate will ex-
pire if the applicant does not enter into a 
closing agreement with respect to a loan 
within 6 months from the date of prelimi-
nary issuance. Holders of these certificates 
may apply for a mortgage loan from any 
lender. When the holder of the certificate ap-
plies for a loan the lender requires that he 
submit the following: 

(i) An affidavit stating that the applicant 
intends to use the residence in connection 
with which the mortgage credit certificate is 
issued as his principal residence within a 
reasonable time after the certificate is 
issued by County W, that the applicant will 
notify the County if the residence ceases to 
be his principal residence, and facts that are 
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sufficient for County W to determine wheth-
er the residence is located within the 
jurisdication of County W, 

(ii) An affidavit stating that the applicant 
had no present ownership interest in a prin-
cipal residence at any time during the 3-year 
period prior to the date on which the certifi-
cate is issued, 

(iii) Copies of the applicant’s Federal tax 
returns for the preceding 3 years, 

(iv) Affidavits from the seller of the resi-
dence with respect to which the certificate is 
issued and the applicant stating the pur-
chase price of the residence, including an 
itemized list of (A) payments made by or for 
the benefit of the applicant, (B) if the resi-
dence is incomplete, an estimate of the rea-
sonable cost of completing the residence, and 
(C) if the residence is subject to a ground 
rent, the capitalized value of the ground 
rent, 

(v) An affidavit executed by the applicant 
stating that the mortgage being acquired in 
connection with the certificate will not be 
used to acquire or replace an existing mort-
gage, 

(vi) An affidavit executed by the applicant 
stating that no portion of the financing for 
the residence in connection with which the 
certificate is issued in provided from the pro-
ceeds of a qualified mortgage bond or quali-
fied veterans’ mortgage bond and that no 
portion of the mortgage for the residence is 
provided by a person related to the applicant 
(as defined in § 1.25–3T(n)), 

(vii) An affidavit executed by the applicant 
stating that the certificate was not limited 
to indebtedness incurred from particular 
lenders, and 

(viii) In the case of a mortgage credit cer-
tificate allocated for use in connection with 
a particular development, an affidavit exe-
cuted by the applicant stating that the ap-
plicant received from the developer a certifi-
cation stating that the price of the residence 
with respect to which the certificate was 
issued is no higher than it would be without 
the use of a mortgage credit certificate. 

The lender then submits those affidavits, to-
gether with its statement as to the amount 
of the indebtedness incurred, to County W. 
After determining that the requirements of 
paragraphs (c), (d), (e), (f), (g), (i), (j), (k) and 
(n) of § 1.25–3T are met and determining that 
the certificate has not expired, County W 
completes the mortgage credit certificate. 
This procedure for issuing mortgage credit 
certificates is sufficient evidence of the good 
faith of County W to meet the requirements 
of § 1.25–4T(j)(1)(i)(A). 

(2) Program requirements. (i) A mort-
gage credit certificate program which 
fails to meet one or more of the re-
quirements of paragraphs (b) through 
(h) of this section shall be treated as 

meeting such requirements if the re-
quirements of this paragraph (j)(2) are 
satisfied. A mortgage credit certificate 
program meets the requirements of 
this paragraph (j)(2) only if each of the 
following provisions is met: 

(A) The issuer in good faith at-
tempted to meet all of the require-
ments of paragraphs (b) through (h) of 
this section. This good faith require-
ment will be met if all reasonable steps 
are taken by the issuer to ensure that 
the program complies with these re-
quirements. 

(B) Any failure to meet such require-
ments is due to inadvertent error, e.g., 
mathematical error, after taking rea-
sonable steps to comply with such re-
quirements. 

(ii) The following example illustrate 
the application of this paragraph (j)(2): 

Example. City X issues an issue of mort-
gage credit certificates. However, despite 
taking all reasonable steps to determine ac-
curately the size of the applicable limit, as 
provided in section 103A (g)(3) and the regu-
lations thereunder, the limit is exceeded be-
cause the amount of the mortgages, origi-
nated in the area during the past 3 years is 
incorrectly computed as a result of mathe-
matical error. Such facts are sufficient evi-
dence of the good faith of the issuer to meet 
the requirements of paragraph (j)(2). 

[T.D. 8023, 50 FR 19350, May 8, 1985, as amend-
ed by T.D. 8048, 50 FR 35538, Sept. 3, 1985] 

§ 1.25–5T Limitation on aggregate 
amount of mortgage credit certifi-
cates (Temporary). 

(a) In general. If the aggregate 
amount of qualified mortgage credit 
certificates (as defined in paragraph 
(b)) issued by an issuer under a quali-
fied mortgage credit certificate pro-
gram exceeds 20 percent of the 
nonissued bond amount (as defined in 
paragraph (c)), the provisions of para-
graph (d) shall apply. 

(b) Aggregate amount of mortgage credit 
certificates—(1) In general. The aggre-
gate amount of qualified mortgage 
credit certificates issued under a quali-
fied mortgage credit certificate pro-
gram is the sum of the products deter-
mined by multiplying— 

(i) The certified indebtedness amount 
of each qualified mortgage credit cer-
tificate issued under that program, by 

(ii) The certificate credit rate with 
respect to such certificate. 
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