
Guy V. Jones & Lance Scott
Managing Owner
Integra Lending Group, LLC
Phone: 985-206-0960
Fax: 985-206-0965
LS@integralg.com
www.IntegraLendingGroup.com

First Time Homebuyer and Seller Alert!
Tax Credit Expires 11/30/09 – Don't Get Left Behind

Unless you have either been under a rock for the past 12 months or you never work with first time homebuyers (FTHBs), you
are no doubt aware the clock is ticking on the IRS tax credit for FTHBs. My purpose here is to give you some additional
information on what you can do to move listings, motivate buyers, and more importantly close deals.

General Points to Consider – Buyer and Seller
The expiration date of the tax credit is November 30, 2009. Close December 1, as of now, and any qualifying buyer will not
receive the tax credit. With the 30th falling on the Monday following Thanksgiving, where possible work towards a closing
date of November 24th. This will provide some cushion if anything pops up in the closing process that could delay a closing.

Recent legislation mandates that if the Annual Percentage Rate or APR changes outside acceptable tolerances from the
initial application, some documentation needs to be re-disclosed and time needs to pass before the closing can occur. Items
that can impact APR can include a change in interest rate or fees required to close. If a buyer delays locking the application
and interest rates increase during the loan process, this could delay the closing. This is just one reason to plan accordingly
and schedule an earlier closing date than the last possible day.

Protect your clients on both sides with extended closing dates of 45-60 days. Expectations are high that more FTHBs will be
going under contract in the next month. Interest rates have fallen to levels not seen since May. The result is that many
lenders' pipelines will be swelling with people seeking to take advantage of lower rates and the tax credit. Where feasible,
work to get people under contract soon and plan accordingly to allow for any processing delays that could result.

Seller Points to Consider
Many FTHBs are motivated to purchase but may lack the necessary funds to close or may fall short in qualifying income. One
way to assist with either or both situations and make the property more attractive is to promote that the seller will pay to
reduce the borrower's interest rate and/or closing costs. In many cases, this will not only cost the seller less than a price
reduction but also bring additional prospects to consider the house.

Most FTHBs today are choosing to obtain loans that are guaranteed by the FHA, VA, or USDA. In the case of both FHA and
USDA loans, the seller can pay up to 6% of the sales price or appraised value. For VA loans, the maximum seller concession
is capped at 4%.

Consider approaching all sellers today with homes that would appeal to FTHBs and get them to commit to paying closing
costs and/or reducing the buyer's interest rate. This has often worked for builders in generating sales and it can work for your
sellers, too.

Sellers who do not move homes before the end of November may find themselves waiting until the spring buying season
kicks in to find their buyer. Make sure sellers know they need to promote their property now or risk waiting months while
potentially seeing their property's value decline in the process.

Buyer Points to Consider
In the same light as just mentioned, many buyers may feel they lack the funds required to close. When buyers are interested
in a property, encourage them to submit an offer with the concessions needed to get the mortgage approved. They may just
find that the seller is willing to negotiate.

Get all potential buyers pre-approved. As the time to close will be at a premium during the months of October and November,
any work that can be done to expedite the application process will be golden. Prepare your buyers by advising them not to
wait until they have a home under contract. Any documentation submitted today for pre-approval should be good through the
end of November. Also, with a pre-approval in hand, both you and they will know exactly what they can qualify and shop for.

If you want to help with the application process and prevent the need to possibly re-disclose loan documents, encourage your



buyers to lock their interest rate early in the loan process. This will be helpful for all parties and help the buyer focus on
closing and providing any additional documentation that may be needed.

Some Questions on Who May Qualify
I have received many questions regarding who may and who may not qualify for the FTHB tax credit. I am attaching to this
letter some FAQs on examples I have either dealt with or read about. As always, I encourage anyone with specific questions
to consult with an accountant for final clarification.

Let's Move Some Property!
If you have any questions from either a seller or buyer side as to what someone can or can not offer where financing is
concerned, pick up the phone and call me. I'm here to help you and look forward to making this year's November holiday a
very Happy Thanksgiving for everyone.

Sincerely,

Guy V. Jones & Lance Scott
Integra Lending Group, LLC
985-206-0960
LS@integralg.com

First-Time Homebuyer Tax Credit – Frequently Asked Questions

What is a tax credit?

A tax credit is a direct reduction in tax liability owed by an individual to the Internal Revenue Service (IRS). In the event no
taxes are owed, the IRS will issue a check for the amount of the tax credit an individual is owed.

Unlike the tax credit that existed in 2008, this credit does not require repayment unless the home, at any time in the first 36
months of ownership, is no longer an individual’s primary residence.

What is the tax credit for first-time homebuyers (FTHBs)?

An eligible homebuyer may request from the IRS a tax credit of up to $8,000 or 10% of the purchase price for a home. If the
amount of the home purchased is $75,000, the maximum amount the credit can be is $7,500. If the amount of the home
purchased is $100,000, the amount of the credit may not exceed $8,000.

Who is eligible for the FTHB tax credit?

Anyone who has not owned a primary residence in the previous 36 months, prior to closing and the transfer of title, is eligible.
This applies both to single taxpayers and married couples.

In the case where there is a married couple, if either spouse has owned a primary residence in the last 36 months, neither
would qualify. In the case where an individual has owned property that has not been a primary residence, such as a second
home or investment property, that individual would be eligible.

How do I claim the credit?

You may choose to either apply for the credit with your 2009 tax return or you may apply for the credit sooner by filing an
amended 2008 tax return with Form 5405 (http://www.irs.gov/pub/irs-pdf/f5405.pdf).

Is there a deadline for purchasing the home?

Yes. You must close on or before November 30, 2009.

Are there income limitations for the credit?

Yes. The credit is reduced or eliminated for higher income tax filers. The credit is phased out based on modified adjusted
gross income. For a married couple filing a joint return, the range for a reduced credit is $150,000 to $170,000. For single
taxpayers, the range is $75,000 to $95,000. So, the full credit is available for single taxpayers earning $75,000 or less and
married taxpayers earning $150,000 or less.

Can you claim the tax credit in advance of purchasing a property?

No. The IRS has recently begun prosecuting people that have claimed credits where a purchase had not taken place.

http://www.irs.gov/pub/irs-pdf/f5405.pdf


Can a taxpayer claim a credit if the property is purchased from a seller with seller financing and the seller retains
title to the property?

Yes. In situations where the buyer purchases the property, even though the seller retains legal title, the taxpayer may file for
the credit. Examples of this would include a land contract, contract for deed, etc.

According to the IRS, factors that would demonstrate the ownership of the property would include: 1. the right of possession,
2. the right to obtain legal title upon full payment of the purchase price, 3. the right to construct improvements, 4. the
obligation to pay property taxes, 5. the risk of loss, 6. the responsibility to insure the property and 7. the duty to maintain the
property.

Are there other restrictions to taking the credit?

Yes. According to the IRS, if any of the following describe your situation, a credit would not be due.

You buy your home from a close relative. This includes your spouse, parent, grandparent, child or grandchild.• 
You do not use the home as your principal residence.• 
You sell your home before the end of the year.• 
You are a nonresident alien.• 
You are, or were, eligible to claim the District of Columbia first-time homebuyer credit for any taxable year. (This
does not apply for a home purchased in 2009.)

• 

Your home financing comes from tax-exempt mortgage revenue bonds. (This does not apply for a home purchased
in 2009.)

• 

You owned a principal residence at any time during the three years prior to the date of purchase of your new
home. For example, if you bought a home on July 1, 2008, you cannot take the credit for that home if you owned, or
had an ownership interest in, another principal residence at any time from July 2, 2005, through July 1, 2008.

• 

Can you buy a home from a step-relative and be eligible for the credit?

Yes. Provided the person you are buying a home from is not a direct blood relative, the purchase would be allowed.

Can parent(s) who will not live in the property cosign for a mortgage for their child and the child that is a qualifying
FTHB still be eligible for the credit?

Yes.

Can a separated spouse who has not owned a home for four years qualify if the spouse has owned a property
anytime in the last three years?

No.

The best path to take in any situation regarding income taxes is to speak with a professional tax preparer or CPA. If you have
any questions that fall outside the situations here, give me a call and if you do not have an accountant to speak with, I can
refer you to one.
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