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2008 Federal Taxation Committee
National Association of REALTORS®
2008 REALTORS® Conference & Expo 
The Peabody Orlando
Plaza International H, Convention Level
Friday, November 7, 2008
1:30 PM - 4:00 PM

Chair: Dennis Patillo, TX

Vice Chair: Mike McGrew, KS
Committee Liaison: Steve Brown, OH
Committee Executive: Linda Goold

Purpose: To review legislation enacted in 2008 and to look forward to new pursuits for 2009. 

I. Call To Order

II. Opening Remarks

III. Approval of Previous Meeting's Minutes

IV. Preview of Coming Attractions -- 2009
A. Passive Losses
B. Capital Gains -- Like-kind Exchanges
C. Estate Tax

C.A.R. Position
That C.A.R., in conjunction with NAR, seek an estate tax regimen that provides a stepped-up basis for all inherited assets.  If the scheduled 2010 estate tax repeal is rescinded, that C.A.R support a revision that
a) permits stepped-up basis,
b) taxes all assets in an estate at the same rate (i.e., rates would not depend on the type of asset),
c) excludes an amount comparable to the $5 million exclusion that would be in effect in 2010,
d) provides estate tax rates that, as nearly as possible, are the same as the tax rate for long-term capital gains, but in no event higher than the 2006 individual tax rates of the same income structure, and
e) indexes the estate tax exclusion amounts for inflation.


D. President ???'s Tax Plans
E. More Housing Benefits?

V. Review of Legislation Enacted in 2008

A. Mortgage Cancellation Relief
H.R. 1424 extended the period of mortgage debt relief from January 1, 2010 to January 1, 2013.

B. First-time Homebuyer Tax Credit
H.R. 3221 included a tax credit that only applies to first time homebuyers; defined as a homeowner who has no present ownership in a principle residence or has not had ownership of a principle residence for at least 3-years.

The tax credit is 10% of the purchase price, capped at $7,500.  The tax credit is reduced when the buyers adjusted gross income (AGI) is over $75,000 ($150,000 married filing jointly).  The amount is reduced by the amount over the allowed AGI divided by $20,000.  The tax credit does need to be repaid, therefore working more as an interest free loan than a true tax credit.  The credit is repaid out of your taxes over 15-years, or a rate of 6.66% of the credit per year.  


If the home is sold before the credit is paid back, payments are accelerated in the following taxable years by the amount still owed on repayment over the original amount of the credit.  However, if your gain on the house does not exceed the amount still owed at the time of sale, you will not owe any more repayment on the credit.  

The home must be purchased between April 8, 2008 and June 30, 2009.The purchase must be of an owner occupied primary residence. You cannot get the credit is the property is purchased from a relative, the purchase is financed by a tax exempt qualified mortgage issue/bond, the taxpayer is a nonresident alien, or if the taxpayer disposes of the residence before the close of the taxable year.


C. Energy Tax Credits -- Residential and Commercial

H.R. 1424 included extensions of provisions on residential and commercial tax credits.

D. Second Homes
One of the offsets included in H.R. 3221 was the closing of a tax loophole concerning the conversion of a second home to a primary residence and the capital gains exclusion.  This offset ONLY applies when a second home is converted to a primary residence and does not affect the capital gains exclusion when a home has only been a primary residence.
The loophole allowed a second home that was converted to a primary residence and used as such for at least two out of the previous five years to use the $250,000/$500,000 capital gains exclusion.  H.R. 3221 closes that loophole and will now only allow the capital gains exclusion to apply to gain received once the house became a primary residence

Any gain earned prior to January 1, 2009 would not be affected by this provision and there are some exclusions of this policy for extended military service (with limitations) as well as change of employment, health conditions or other unforeseen circumstances (not to exceed an aggregate period of two years).  

The new formula to calculate the gain allowed to be included in the capital gains exclusion would be: Profit from the sale multiplied by the number of days the home was a primary residence over the number of days the home was owned.


E. Mortgage Revenue Bond Funding – Refinancing
Included in H.R. 3221 was an increase in the amount of allowed tax-exempt housing bonds, to $10 billion, and allows the use of the bonds to refinance qualified subprime mortgages (adjustable rate single-family residence made after December 31, 2001 and before January 1, 2008).  

F. Natural Disaster Tax Relief
H.R. 1424 included provisions about reporting losses from natural disasters as well as special provisions to help those in the Midwest that received damage from the flooding and Hurricane Ike.

G. Leasehold Improvements, Brownfields, AMT
A one-year extension of the 15-year leasehold improvements deduction, the Brownfields deduction, and the AMT patch was passed as part of the tax extenders included in H.R. 1424, “The Emergency Economic Stabilization Act of 2008”.

H. FIRPTA
H.R. 3221 included a reform of the Foreign Investment in Real Property Tax Act (FIRPTA), that C.A.R. has been advocating for, that would allow FIRPTA documents to be held by escrow instead of having to go to the buyer.  Sellers had been refusing to provide their Social Security number on the FIRPTA documents, a requirement, due to fear of identity theft.

I.  Property Tax Deduction
Included in H.R. 3221 was the creation of a new standard deduction for property taxes for nonitemizers, capped at $500 ($1000 for joint filer).
VI. Adjournment







