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More on the Homebuyer Credit — Not Just “First
Time Homebuyer Credit”

By now, most people realize that the Congress
granted a credit for the purchase of a home.
However, because of the changes in the program from
its inception, many people are still confused about the
details of the credit and various factors involved in
the credit. This Newsletter will attempt to answer the
questions.

There are two types of credit:

A. The first-time homebuyer credit. Any home
purchased or constructed as your principal
residence and located in the United States
qualifies. You must buy the home after April 8,
2008 and before May 1, 2010 (with closing to
take place before July 1) to qualify for the credit.
For a home that you construct, the purchase date
is considered to be the first date you occupy the
home.

The credit is 10 percent of the purchase price of
the home, with a maximum available credit of
$8,000 in 2009 for either a single taxpayer or a
married couple filing a joint return, but only half
of that amount for married persons filing separate
returns.

The credit is reduced if your income exceeds
$75,000 if you are single, or $150,000 if you are
married filing jointly.

B. New principal residence credit. This credit is
available to people who purchase or construct a
new principal residence after living in what
would become their former home. To qualify, a
person must have owned and lived in the former
home as a principal residence for the previous
five years.

The credit is 10 percent of the purchase price, with a
maximum credit of $6,500 for married couples filing
a joint return.

The new principal residence must be your principal
residence for 36 months from the date of occupancy.
If the home fails to be your principal residence for 36
months after occupancy, the tax credit claimed on
construction must be repaid to the IRS.

The credit is reduced if your income exceeds
$125,000 if you are single or exceeds $245,000 if you
are married filing jointly.

Both credits are fully refundable. Meaning if the
credit exceeds your tax for 2009 or 2010 (whichever
year you claim the credit), you will receive a refund
of the credit.

You will not qualify for either credit if you purchase
from a relative. However, a step-relative is usually
not considered related to you

Individuals under age 18 will not qualify for the first-
time homebuyer credit (credit A above) if the home
was purchased after November 6, 2009 nor will an
individual under age 18 qualify for the new principal
residence credit (credit B above).

Some common questions that are arising:

Q. If a person purchases a mobile home
(manufactured home) with land and qualifies
for the credit, is the amount of the credit based
on the combined cost of the home and land?

A. Yes. The first-time homebuyer credit is 10% of
the purchase price of a principal residence. The
total purchase price (mobile home and land) is
used to determine the amount of the first-time
homebuyer credit.



Q. Is a taxpayer who purchases a mobile home
and places the home on leased land eligible for
the first-time homebuyer credit?

A. Yes. A mobile home may qualify as a principal
residence and it is not necessary that the taxpayer
own the land to qualify for the first-time
homebuyer credit.

Q. Can a taxpayer who purchases a travel trailer
qualify for the credit?

A. A travel trailer that is affixed to land may qualify
as a principal residence.

Q. Can an individual who has lived in an RV
qualify for the credit?

A. For purposes of the first-time homebuyer credit,
an RV with a built-in motor is personal property
that is not affixed to land and does not qualify as
a principal residence. Accordingly, someone who
has owned and lived in an RV within the past
three years may still qualify as a first-time
homebuyer.

Q. | purchased a duplex home with two separate
dwelling units. I will live in one dwelling and
will rent out the other dwelling unit. May |
qualify for the first-time homebuyer credit,
and what amount do | use for the purchase
price to determine the amount of the credit?

A. Yes, you may qualify for the credit for the
dwelling unit that you use as your principal
residence. To determine the amount of your
credit, you must allocate the purchase price of the
duplex between the two separate dwelling units.
Your credit is 10% of the portion of the purchase
price of the duplex allocated to your dwelling unit
that you use as your principal residence. You may
not use the entire purchase price of the duplex to
determine the amount of your credit.

Just some comments. The IRS is scrutinizing the
credits described above with a fine-tooth comb.
Whether the law required the attachment of the
closing statement or not, the IRS is almost always
rejecting the credit claim until it sees the closing
statement. Typically, the closing statement is a HUD-
1. You should expect to have to prove every
requirement under the law to receive the credit. In
representing individuals that the IRS has audited on
this credit, 1 have had more than one examining agent
tell me “it does not seem right that you qualify.”
Because the law is so new, the agents seem to be
imposing their personality rather than application of
the law. Ultimately, you will prevail if you meet the
requirements of the law, but it will take patience.

Energy Credits

Some energy saving improvements to your home are
deductible as credits if the improvements were made
in 2009 or 2010. The credit is equal to (1) 30% of cost
of “qualified energy efficiency improvements; and,
(2) “residential energy property expenditures.” The
total credit is limited to $1,500.

Qualified energy efficiency improvements include
some roofing, exterior windows, and exterior doors.
The improvements will usually have an Energy Star
Label.

“Residential energy property expenditures” include
product, labor, and installation costs for most electric
heat pumps, natural or propane gas water heaters, and
advanced main air circulating fans.

The rules on energy credits are very specific but can
be very beneficial, so keep receipts and all installation
information when in doubt.

There is an additional and unlimited credit for
purchase and installation of solar energy property.
The credit is 30% of the cost of equipment that uses
solar energy to heat or cool a structure or to provide
hot water for a structure (does not include heating a
swimming pool).
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