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Home Buyer’s Tax Credit Is Extended,

Expanded

A tax credit offered to home E_IIYBI‘S was
extended and expanded in The Worker,
Homeownership, and Business Assistance
Act of 2009 (WHBA Act), so more buyers
may be able to use it to cut their tax bill.

If you act soon, you can use this credit to
retroactively trim the tax you owe on your
2009 tax return.

A five month extension
Under the American Recovery and
Reinvestment Act of 2009, home buyers
who had not owned and lived in a house for
the previous three years were entitled to a tax
credit of 10% of the purchase price of a new
home, up to $8,000 (see CPA Client Bulletin,
May 2009). That provision was scheduled to
expire after November 30, 2009.
The WHBA Act extended the time

period for eligible purchases. If you have

- abinding contract signed before May 1,
2010, you may qualify for the tax credit.
The contract must call for a closing before
July 1, 2010, and you must close by then.

“Old” home buyers, too
While the $8,000 tax credit described
previously was and is still for “new” home
buyers, the new law creates another tax
credit. This one tops out at $6,500. To
qualify, the home buyer must have owned
and lived in the same home for at least five
consecutive years during the eight years
before the new residence is purchased.
Example 1: Jim Collins owned a home
from January 2002—June 2008. He sold

that home and moved into a new one in July
2008. In March 2010, Jim buys a new home.

Jim does nort qualify for the $8,000 tax
credit because he has owned a home for
several years, up to the time of his 2010
purchase. He is not a new home buyer.

However, Jim qualifies as a“long-time
resident” under the new law. During the
eight years before his current purchase

(March 2002—March 2010), Jim lived in the

same house for six years and three months.
That exceeds the five-year requirement, so
Jim may qualify for the $6,500 tax credit.

Whereas the tax credit for new home
buyers may benefit young singles and
married couples, the smaller credit for long-
term residents has a much wider scope.
Families can use the $6,500 credit to help
them buy a larger home. Retirees can use it
to trade down to a smaller place or relocate
to another area.

Read the fine print
For either the $8,000 credic (after November
6,2009) or the $6,500 tax credit, single
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