


Most Commonly Asked Questions in Regards to
the 2009 Home Buyers Tax Credit

Question: What is a tax credit?

Answer: Tax credits are sometimes confused with tax deductions, but they are not the
same thing. A tax credit is a dollar-for-dollar decrease in the amount of taxes owed,
whereas a tax deduction is a decrease in the amount of taxable income. A tax credit is
usually much better than a tax deduction.

Q: What is a "first-time" home buyer?

A: The federal government defines first-time home buyers as those who are buying a
home to use as their primary residence and have not owned another primary residence
within the preceding three years. The owner of a rental or vacation home that is not used
as a primary residence can still qualify for the incentive. Married couples only qualify if
neither spouse has owned a primary residence within the past three years, but unmarried
co-purchasers do qualify as long as one of them fits the government's description of a
first-time home buyer.

Q: What time period is covered by the incentive?

A: The purchase date, which is the date upon which the sale closes, must be between Jan.
1 and Dec. 1, 2009. First-time home buyers who have applied for the $7,500 temporary
tax credit for a purchase within that time frame still can opt for the better incentive by
filing an amended tax return using the 1040X tax form.

Q: What are the purchase price and income requirements for receiving the full $8,000?

A: The tax credit is good for 10 percent of the home's sale price, up to $8,000. For
example, the purchaser of a $70,000 home would receive a $7,000 tax credit, and the
buyer of a $100,000 home would receive an $8,000 credit. To receive the full tax credit
available based on the home's purchase price, the buyer's annual "modified adjusted gross
income" as defined by the IRS must be no more than $75,000. A married couple's
combined modified adjusted gross income must be no more than $150,000.

Q: Can home buyers earning more than the required income receive a partial tax credit?
A: Yes, a partial tax credit is available to those with a gross annual income of no more

than $95,000 for an individual or $190,000 for a married couple. The amount of the
partial tax credit gets smaller as income increases. An individual home buyer earning



$85,000 a year - or a couple earning $170,000 - would receive half the full amount
available based on the purchase price, up to $4,000.

Q: Why is the new tax credit called a "refundable" tax credit?

A: The term "refundable" means recipients of the tax credit who owe less in taxes than
the amount of the credit actually receive a check for the difference from the IRS. A home
buyer who owed no taxes from income could file a tax return and receive a refund check
for up to $8,000.

Q: Can I apply for the tax credit against my 2008 tax return, or do I have to wait until
next year?

A: The law allows taxpayers to treat qualifying home purchases in 2009 as though they
had occurred on Dec. 31, 2008. Therefore, anyone who is eligible for the incentive and
who purchases a home before filing their 2008 tax return can receive the tax credit
against their 2008 taxes.

Q: Can I reduce my income-tax withholding now in anticipation of receiving a tax credit
against my 2009 tax return?

A: Yes, it is possible to reduce your tax withholding through your employer, even if you
have not yet purchased a home. But be warned: If for any reason you don't buy a home by
Dec. 1, you'll have to repay all that money to the IRS when filing your 2009 tax return.
Q: Do I have to be a U.S. citizen to qualify for the tax credit?

A: No. Any first-time home buyer who lives in the U.S. and is subject to the federal
income tax can qualify for the tax credit, including resident aliens.
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