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Connecticut REALTORS® (CTR) submits testimony in SUPPORT of HB 5027, AN ACT
REQUIRING THE BANKING COMMISSIONER TO ESTABLISH A FIRST-TIME
HOMEBUYER SAVINGS ACCOUNT PROGRAM AND ESTABLISHING A TAX DEDUCTION
FOR CONTRIBUTIONS TO FIRST-TIME HOMEBUYER SAVINGS ACCOUNTS. CTR
represents over 17,800 members involved in all aspects of real estate in Connecticut. CTR works with

thousands of buyers, sellers, landlords and tenants annually.

The costs to purchase a home in Connecticut are significant. This proposal would assist in encouraging

both contributions and savings for a first-time home purchase.

As of February 2020, thirteen states that have enacted variations of First-Time Home Buyer Savings
Account (FTHBSA) legislation. The proposal would allow individuals to make tax deductible
contributions to an account to be used by a designated person for expenses related to the purchase of a
home. In the FTHBSA, a first time home buyer is defined as an individual who did not own or purchase,
either individually or jointly with another person, a single family residence previously in Connecticut. A
qualified individual may open an account with a financial institution and designate the account, in its
entirety, as a first-time home buyer savings account. These funds may be used to pay or reimburse a

qualified beneficiary’s eligible costs for the purchase of a single-family residence in Connecticut.



Each account holder may contribute an unlimited amount of money into their account. However,
taxpayers may only deduct up to $5,000 a year from their gross income deposits made into their FTHBSA
or $10,000 a year if the account is opened and maintained as a joint account. The tax credit would be

equal to the amount deposited.

For example, if an individual only contributed $1,234, he/she could only receive a deduction for $1,234
for that year on their Connecticut taxes. If the individual contributed $6,000 , he/she could only receive a

deduction for $5,000 for that year on Connecticut taxes.

If the money in the account is withdrawn for a nonqualified reason, or if the money was not used to
purchase a home within 10 years of the time the account was first opened, any money that was previously
deducted but was not used for a qualifying purchase, plus 10 percent is added to the account holder’s
taxable income for income tax purposes. This penalty does not apply if the withdrawal is due to the death

of the account holder garnishment, levy or order.

These accounts could help individuals and families begin to create generational wealth in Connecticut by

moving them closer to the dream of homeownership. The housing industry is closely tied to the economy.

CTR recognizes past concerns of the potential fiscal note on this program and attaches statistical data
from actual experience in Iowa and Montana. Additionally, CTR welcomes the opportunity to work with

members of the committee and the administration to incorporate options to make this proposal a reality.

CTR urges your support of HB 5027 and hope you will enact the program to the benefit those who want
to call Connecticut home with their first home purchase. Thank you for your attention to this important

matter.



lowa — First-Time Homebuyer Savings Accounts

It pertains to claims on electronic returns only. Electronic returns account for 93 percent of all lowa
individual income tax returns. This is NOT the number of taxpayers who have established accounts. That
is, there may be taxpayers who have established accounts but not made contributions and we are not

counting those.

Table. lowa First-Time Homebuyer Savings Account Qualifying Contributions Claimed on
Electronic IA 1040, Tax Years 2018 and 2019 ($)

Average
Total Amount of Number of Amount per
Number of Returns Contributions Average Amount Individual Individual
Tax Year (Households) Claimed per Household Taxpayers Taxpayer
2018 229 $665,952 $2,908 279 $2,387
2019 212 $474,705 $2,239 235 $2,020

Source: IDR. Tax year 2018 or 2019 tax returns prior to Department's audit and verification, category j "
first-time homebuyers saving account qualifying contributions" on Line 24 other adjustments.

Notes:
2018 is the beginning year for the first-time homebuyer savings account.

Electronic filers only; data for paper filers are not available.

A married couple choosing to file separately on a join return is counted as two individuals. A married couple
filing jointly are counted as one individual.

Only a small number of households (26 households) claimed this deduction for 2018 and 2019 both.
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Individual Income Tax Expenditures - 2019

Family Education Savings Account Deduction
Alternative Energy Systems Credit

Light Vehicle Registration Fee Deduction

College Contribution Credit

Expenses Incurred by Medical Marijuana Providers
Apprenticeship Credit

Adoption Credit

Infrastructure Users Fee Credit

Recycling Credit

Third-Party Repayment of Health Care Professional’s Student Loans

Deduction
Geothermal Heating System Credit

Capital Gain Exclusion From Sale of Mobile Home Park

Health Insurance for Uninsured Montanans Credit
First-Time Homebuyer Account Deduction
Historic Property Preservation Credit

Palitical Contribution Deduction

Worker’'s Compensation Deduction

Health Benefits Limited to Highly Compensated Employees

Deduction

Small Business Investment Company Dividend Deduction

Business Purchases of Recycled Material Deduction
Elderly Care Credit

Alternative Energy Production Credit

ABLE Account Deduction

Alternative Fuel Credit

Dependent Care Assistance Credit

Unlocking State Lands Credit

Per Capita Livestock Fee Deduction

Child and Dependent Care Expenses Deduction
National Guard Life Insurance Premiums Deduction
Sales of Land to Beginning Farmers

Innovative Education Credit

Exempt Disability Retirement Income Deduction
Mineral Exploration Credit

Student Scholarship Organization Credit
Empowerment Zone Credit

Research Credit

Biodiesel Credits

Temporary Emergency Lodging Credit

*Not disclosed due to confidentiality concerns.
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