
First Time Homebuyer Tax Credit
 

OVERVIEW 

The foce"t hQ~.jng bill, H.R. 3221, the Hou.ing 
and Economic Recovery Act 01 2008 possed by 
Congress is inte.ncled to spur home ownership while 
giving firo! time homebvyer'\ 0 tox credil fer 
purchasing (I home. The sfipulation to the bj',!;5 
thol the tox cred~ is to be paid bock interest lree 
over lilteen yeor,; or upon the so\e of (I buyer's 
home. If a buyer sells their home OM does nol 
hove enough equi\)' To repay the loon, il i. forgiven. 

PROGRAM DETAILS 

Wh<Jt is Ih" amoun' of the credi1? 
H.R. 3221, the Hovsing and 
~conomic Recovery Act of 
2008 allows first time horne 
buyers te> toke a $7,500 to. 
credit from me purchase of a 
single.fomily home, Iown. 
home, or condominium 
apartment. 

Who may daim Ihe credit?
 
Any homebuyer who has nat
 
owned a home duri~g the
 
past three years and is u U.S. citizen who file, toxe,
 
is eligible to partidpota In Ihis program. ISome
 
hamebuyers who are nol citizens may also qvali/y,
 
ask your morlgage advisor for mor" information.)
 

To qual;fy, buyers must adually dose on the sale 01
 
the home on or after Ap,il 9, 2008 and before July
 
1, 2009, The original eligibiiily period expired in
 
April 2009, but following a maio. grnssroots
 
campaigr, from NAH6 members, the p<3riod wa.
 
extended to enable 'nome builders to indude the
 
credir in their sale. and marketing next spring and
 
intD the early summer; the peak homebuying
 
season,
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Are there any income restrictions? 
Yes, Single or heod-o!-ho~.eholdfilers can claim 
the I'JII 17.500 credit jf the'r adjusted gr..ss income 
(AGIJ i. less than $75,000, Fer married couples 
filing" joint retorn, the income lim;! doubles to 
$150,000. 

Single or head-ol.housenold to~poyers who emn 
between $75,000 and $95,000 are eligible to 
receive a partial /Lest time hc>mebwer t<Jx credit. The 
same applies to monied couples who earn between 
$150,000 and $) 70,000. 

The credit is not avoilable lor .ingl" taxpayers 
""hose AGI il g ....ater than $95,000 and 

monied covple. with on AGI eoce"ding 
$170.000. 

Whot is tho differsn",,, between a 'a~ 

credit and a tax dedvdion? 
A lo. credit is a dollor-lor·dollor reduc­
tion ir, what the Ioxpoyer OWes. Thot 
mer"'S that 0 toxpoyer who awes 
$7,500 in incom.. toxas and who 
receives a $7,500 lox credit would Owll 
nolhing to the IRS. 

A refundable credil m"ons that if a taxpayer pays 
I"" than $7,500 in ledaral income taxes, the 
government will write them a check for the 
difference, For example, if $5,000 in lederal to><BS 
is owed, the taxpayer would pay nothing ond a 
$2,500 payment wauld be received from ille IRS, If 
<I quoli/ying hDmebuyer were owed a $1,000 tall 
refund, they would receive $8,500. 

A lox deduc!ian i' .ublmded from ille amount of 
income that is 1o<ed. Using the some example, 
asSume the toxpayer is in the 15% to>< brocket and 
owes $7,500 in income 10"-"". If the Ioxpllyer 
receives <I $7,500 deduction, the taxpaye~s tax 
liability would be redvced by $1.125 (15% 01 
$7,500), or lowered lrom $7,500 to $6,375. 
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When con (J buyer daim the uedit? 
Buyers can lake the I\lX cr9dil on th"i. 2008 or 
2009 tox return. Those whD dose in 2008 toke the 
credit on their 2008 return. BUyIng in 2009 have 
the option 01 taking the (fedit on their 2008 or 
2009 return•. 

Doss the credit amount differ based on 10,.. 
filing status? 
No. 1h" credit is in general equal to $7,500 lor (I 
qualified hamll purchose, whether the home buyer 
files 10"", os I) single or married taxpayer. However, 
jf (I household files its taxes a, "morried filing 
separately' (in effed, filing two relum')' then the 
credit of $7,500 is c1aim..d '" 0 $3,750 Gredil on 
eoch of th.. two ""urns. 

Are there any circumstances under wni.::h 
huyers whose incomes are at or below the 
$75,000 limit for !ingles or the $150,000 limil 
for married lo!lpClf"lrs might not he able to 
claim the full S7,MO tax credil'? 
In generol, the to. cr"dit is "qual to 10% of the 
qualified home purch<lse price, bUllhe credil 
amount is copped or limited at $7,500. For rna" 
first ~me home buyers, this means the credn will 
equal $7,500, For homebuyers purchasing a home 
priced less than $75,000, the c",dil will equoll 0% 
01 the pUr<;hase price. 

What is the payback provisjon~ 

The credit essentially serves as <l" interest-lree loon 
to be re!'Oid overfilleen years, For example, a 
homebuye! c1<:1iming <:I $7,500 credit would repay 
the credit ot $500 per year If the homeowner !old 
the home, then th.. ",ma,ning credit wauld be due 
lrom Ihe profit of Ihe horne sale. 

If there is insuHid",nt profit, 1h.n the remaining 
credit payb<:lck would be forgiven 
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Th" homeowner does not hove 10 begin rooking 
repayments on the credit untHIw<> yeo'S offer the 
credit;,; claimed. So if the lox credit is claimed on 
the 2008 t<lX return, (J $500 payment is nol due 
until the 2010 lax re~um is iiled. 

Why musllh. money be repoid'? 
The intenl of COllgre~, WO! 10 provide as larg.. a 
financial resou"''' as po",He for homehuyers in 
the yem Ihol they purchase a home. In addilion to 
helping first time homehuyers, this will maximize the 
stimulu. far the housing market and the economy, 
will help stobilize home prices and will increase 
home .oles, The rep<Jymenl requiremenl reduces 
the impact on the U.S. Treasury and o'~umes th~ 

hornebu~ers will benefil from stobilized and, 
e....ntuolly, ",,;ng ft.r!ure housing prices. 

Be<;ause tne money must be repaid, isn't tne 
first time homebuyer program really <:I zaro­
interest loon rather than a Ifoditional tax 
credit'? 
Yes. Because the lax credit mu.t be re;>oid, il 
operote1 like a zero-interest loon. Assulll'lng on 
intere,t rote 01 7%, that means the homeowner 
saves up to $4,200 in interest paYlllent~ over the 
15-yeo' 'epayment period. Compared to $7,500 
financed lhmugh a 30-y"ar mOrlg<lge with" 7% 
interest rate, the home buyer tox credit saves 
home buyers more Il'1an $8,100 in interest 
payments. The progJl;lm is OJlled a tax credit 
beOJuse it operoles thcougn 'h" tax code and is 
administered by the IR~ Also \;.ke a tax credit, it 
provides 0 redUdion in tt,. liabilil'j in me year it Is 
claimed. 
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