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Packard v. Commissioner, 139 T. C. 390 (U. S. Tax Court 2012)

In  a  landmark ruling,  the U.  S.  Tax Court  clarified eligibility  for  the first-time
homebuyer credit under I. R. C. sec. 36 for married couples. The court held that
when one spouse qualifies as a first-time homebuyer under the general rule and the
other under the long-time resident exception, the couple is entitled to the credit.
This  decision  expands  the  credit’s  availability,  impacting  married  couples’  tax
planning and potentially  increasing home purchases  by  clarifying that  different
eligibility criteria can apply to each spouse within a marriage.

Parties

Robert D. Packard (Petitioner) v. Commissioner of Internal Revenue (Respondent).
The case was filed by Packard pro se, and the Commissioner was represented by
Christopher A. Pavilonis.

Facts

Robert  D.  Packard  married  Marianna  Packard  on  November  22,  2008.  Until
December 1, 2009, they lived separately; Marianna owned and resided in a principal
residence in Clearwater, Florida, from April 1, 2004, to November 17, 2009. Robert
rented a dwelling in Tarpon Springs, Florida, and had no ownership interest in a
principal residence during the three years prior to December 1, 2009. On December
1,  2009,  Robert  and Marianna jointly  purchased a home in Tarpon Springs for
$203,500.  They filed  their  2009 tax  return jointly,  claiming a  $6,500 first-time
homebuyer credit. The Commissioner disallowed the credit, prompting the case.

Procedural History

The Commissioner determined that the Packards were not entitled to the first-time
homebuyer credit and issued a notice of deficiency. Robert Packard filed a timely
petition with the U. S. Tax Court challenging this determination. The Commissioner
moved for summary judgment, arguing that the Packards did not qualify for the
credit. The Tax Court, under Judge Wells, granted summary judgment in favor of the
Packards, holding that they were eligible for the credit.

Issue(s)

Whether a married couple is eligible for the first-time homebuyer credit under I. R.
C. sec. 36 when one spouse qualifies under the general rule of sec. 36(c)(1) (no
ownership interest in a principal residence during the prior three years) and the
other under the exception for longtime residents of the same principal residence
under sec. 36(c)(6).

Rule(s) of Law

I. R. C. sec. 36(a) allows a first-time homebuyer a tax credit for the year of purchase.
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Sec. 36(c)(1) defines a first-time homebuyer as an individual (and if married, such
individual’s spouse) who had no present ownership interest in a principal residence
during the three-year period ending on the purchase date. Sec. 36(c)(6), added by
the Worker,  Homeownership,  and Business Assistance Act of  2009, extends the
credit to individuals who have owned and used the same residence as their principal
residence for  any  five  consecutive  years  during the  eight  years  ending on the
purchase date of a subsequent residence.

Holding

The Tax Court held that the Packards were entitled to the first-time homebuyer
credit.  Robert  qualified  under  sec.  36(c)(1),  having  no  ownership  interest  in  a
principal residence during the prior three years, and Marianna qualified under the
exception in sec. 36(c)(6), having owned and resided in the same residence for five
consecutive years during the eight years preceding the purchase of the new home.
The court determined that the credit is available to married couples where each
spouse qualifies under different subsections of sec. 36(c).

Reasoning

The court reasoned that sec. 36(c)(6) is an exception to the definition of a first-time
homebuyer provided in sec. 36(c)(1), and both provisions are intended to define
eligibility  for  the  credit.  The court  applied  principles  of  statutory  construction,
emphasizing that the plain meaning of the statute should be followed unless it leads
to absurd or futile results. The court rejected the Commissioner’s argument that
both spouses must qualify under the same paragraph of sec. 36(c),  finding this
interpretation unreasonable and contrary to the legislative intent to expand credit
availability.  The  court  noted  that  Congress,  in  adding  sec.  36(c)(6),  aimed  to
broaden access to the credit, not restrict it further. The court also considered that
both spouses individually met the criteria for the credit under different provisions,
thus entitling them to claim the credit jointly, albeit limited to $6,500 as per sec.
36(b)(1)(D).

Disposition

The Tax Court granted summary judgment in favor of the Packards, holding that
they were entitled to the first-time homebuyer credit of $6,500. An appropriate
order and decision were entered reflecting this holding.

Significance/Impact

This decision is significant as it expands the scope of the first-time homebuyer credit
for married couples,  clarifying that eligibility can be achieved through different
provisions of  sec.  36(c)  for each spouse.  It  aligns with the legislative intent to
increase  homeownership  by  making the  credit  more accessible.  The ruling has
practical implications for tax planning and may encourage more married couples to
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purchase homes by alleviating concerns about eligibility for the credit. Subsequent
courts  have  followed  this  interpretation,  solidifying  its  impact  on  tax  law  and
homeownership policy.


