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First-Time Homebuyer Credit

ÇFirst-time homebuyers can claim a 
refundable tax credit for homes 
purchased after April 8, 2008, and 
before December 1, 2009. 

ÇCredit is phased out ratably over a 
$20,000 range for taxpayers with AGI 
over $75,000 ($150,000 if married 
filing jointly).

ÇCredit will be claimed on new Form 
5405.



First-Time Homebuyer Credit

Home purchased in 2008

ÇCredit of up to $7,500 ($3,750 if 

married filing separately)

ÇFunctions as a 15-year interest-free 

loan, with 1/15th of credit recaptured 

annually beginning 2 years after year of 

purchase.



First-Time Homebuyer Credit

Home purchased in 2009

ÇCredit of up to $8,000 ($4,000 if 

married filing separately) Can elect to 

treat a 2009 purchase as a 2008 

purchase and claim the credit in 2008.

ÇMust be repaid only if homes ceases 

to be taxpayerõs main home within 36 

months of the purchase date.



Foreclosure Issues

ÂLosing your home (foreclosure, short sale, 

abandonment) or loan modification

Â Important to remember:

- Cancellation of debt income

- Gain from sale ðcan result from 

foreclosure, short sale or  

abandonment & repossession



Cancellation of Debt

ÂBorrowers whose debt is reduced or eliminated 

receive a Form 1099-C, Cancellation of Debt, 

from their lender

ÂForm 1099-C, box 2 will show the amount of 

debt forgiven or canceled

ÂForm 1099-C, box 7 will show the Fair Market 

Value (FMV) of the property





Mortgage Forgiveness Debt 

Relief Act of 2007

ÂThe Mortgage Forgiveness Debt Relief Act of 

2007 was enacted on December 20, 2007 

(modified in 2008)

ÂThe Act allows taxpayers to exclude from 

income certain canceled debt on their principal 

residences

ÂApplies to qualified debt forgiven in 2007 

through 2012


