Tax credit extended, expanded for homebuyers
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Economic reports show the real estate market continuing on a good news-bad news pendulum. For buyers, the good news includes extended and expanded homebuyer tax credits. These new tax incentives raise the eligibility income cap and also include repeat purchases.  

A credit of up to $8,000 is available to first-time homebuyers purchasing on or after Jan.1, 2009 and on or before April 30, 2010. For sales completed between Nov. 6, 2009 and April 30, 2010, income limits increase from $75,000 to $125,000 for singles and from $150,000 to $225,000 for married couples filing jointly.  
The tax code expansion includes a credit of up to $6,500 for repeat homebuyers who have owned a home for five consecutive years during the previous eight years. The same income limits apply to both first-time homebuyers and repeat homebuyers. Some with slightly higher incomes may be eligible for partial credit depending on their modified adjusted gross income. A qualified tax professional or legal professional can supply additional information about these exceptions.  
Some restrictions do apply. Homes purchases using the tax credit program must remain the buyer’s principal residence for three years. If the home is sold or is no longer listed as a principal residence, the buyer is required to repay the amount of the tax credit.  

The purchase price determines the amount of the credit allowed. Buyers receive credit equal to 10 percent of the purchase price up to $8,000 for first-time homebuyers and $6,500 for repeat buyers.  

Homes purchased from family members are not eligible for tax credits, but new construction does qualify provided the owner’s first date of occupancy falls within the Nov. 6, 2009 to April 30, 2010 time frame.  

Here are some additional pertinent facts for anyone considering a home purchase. The homebuyers tax credit is refundable. This means a credit can be claimed even if the taxpayer has little to no federal income to offset. Example: Taxpayer has tax liability of $3,000. If the taxpayer makes a repeat purchase of a home valued at $65,000, he is eligible for a $6500 tax credit. The IRS deducts the $3,000 for tax liability and refunds the balance of $3,500 to the homebuyer. 
Prospective homebuyers who believe they qualify are permitted to reduce their income tax withholding and home purchases completed in 2010 may be claimed on an amended 2009 tax return.

The program applies to single-family detached homes, attached homes like townhouses and condominiums, manufactured homes and houseboats.  

To submit a claim, homebuyers should complete IRS form 5405 to determine their credit amount, and enter that amount as part of their final tax return. A copy of the HUD-1 settlement form (closing statement) must be attached to Form 5405 as proof of the completed home purchase.  

Several options exist within the homebuyer tax credit program to help prospective buyers finance the purchase of a new or used home. Contact a tax professional and, for additional information about programs to help stretch your income, contact the (COUNTY NAME) Cooperative Extension Service. Educational programs of the Cooperative Extension Service serve all people regardless of race, color, sex, religion, disability or national origin. 
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