
Home Buyer Tax Credit May Now Be Used at Closing 

 

In an effort to help accelerate the recovery of the housing market, Department of Housing 

and Urban Development (HUD) Secretary Shaun Donovan announced new rules that 

would allow the $8,000 first-time home buyer tax credit to be used to help with certain 

downpayment and closing costs.    

 

Initially, home buyers could only file for and receive the $8,000 tax credit after they 

closed on the home and moved into it as their primary residence.   

 

HUD Secretary Donovan’s announcement in late May provided the guidelines approved 

by the Federal Housing Agency (FHA) that other state housing finance agencies, as well 

as certain newly-included non-profits, can use to monetize the tax credit.   

 

Due to the complexities of the program, there seem to be as many questions out there as 

there are answers.  Here are answers to some commonly-asked questions:  

 

What does “monetizing” the tax credit mean? 

In the context of the home buyer tax credit, monetization means to treat the payment of 

the credit as if it was cash and allow its use as a payment for certain closing and 

downpayment expenses. 

 

I see that certain lenders can provide this service as well.  How do I find them? 

In addition to state agencies, FHA-approved lenders may be offering to purchase a first 

time home buyer’s tax credit in conjunction with an FHA-insured mortgage loan.  You 

can find FHA-approved lenders at www.fhaoutreach.gov/FHALookup. 

 

What types of loans qualify? 

At this time only the FHA has issued guidance regarding the monetization of the first-

time home buyer tax credit in conjunction with FHA-insured mortgage loans. 

 

Is this an interest-free loan or are there fees associated with this type of short-term 

loan? 



If a governmental agency, such as a state housing finance agency, or an FHA-approved 

lender purchases a first-time home buyer tax credit, they are allowed to charge no more 

than 2.5 percent of amount of the credit. 

 

Since the program is still relatively new, some lenders and housing finance agency staff 

are still working on programs to provide this service. To find out if a program to 

monetize the tax credit is available to you, contact your lender or state housing finance 

agency today. 

 

For more resources to help you understand the process of financing and buying a home, 

visit www.federalhousingtaxcredit.com. Find your new home, here in Southwest Florida, 

at www.bia.net/directory.html. 


