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Housing Tax Credit: 

Frequently Asked 

Questions 

2) For single-taxpayers with a MAGI over 

$75,000 or married taxpayers filing a joint re-

turn with a MAGI over $150,000, the credit is 

reduced proportionally using a phase-out.  

3) For single-taxpayers with a MAGI of more 

than $95,000 or married taxpayers filing a joint 

return with a MAGI over $170,000, the tax 

credit is reduced to zero.  

Partial credits of less than $8,000 are available 

for some homebuyers whose MAGI exceeds 

the phase-out limits. All homebuyers should 

consult with tax professionals to calculate the 

exact amount they are eligible to receive.  

 

How do home-

buyers claim the 

tax credit?  

Homebuyers will 

claim the tax 

credit on their 

federal income tax return.. Specifically, home 

buyers should complete IRS Form 5405 to de-

termine their tax credit amount, and then claim 

this amount on Line 69 of their 1040 income 

tax return. No other applications or forms are 

required, and no pre-approval is necessary.   

 

Can someone who is not a U.S. citizen claim 

the tax credit?  

Anyone who is not a nonresident alien (as de-

fined by the IRS), who has not owned a princi-

pal residence in the previous three years and 

who meets the income limits test may claim the 

tax credit for a qualified home purchase. The 

IRS provides a definition of "nonresident alien" 

in IRS Publication 519.  

 

 

Is there a limit on who I can buy from?  

You cannot purchase a home from other family 

members, your ancestors (parents, grandpar-

ents, etc.), your lineal descendants (children, 

grandchildren, etc.), or your spouse or spouseôs 

family members.  

 

Is there a deadline to get the credit?  

You must have signed a purchase agreement by 

April 30, 2010, and close prior to June 30, 

2010.  For new construction, the eligibility date 

is based on the settlement date being before 

April 20, 2010.  

 

Does the tax credit have to be paid back to the 

government?  

Only is the home is sold within 3 years of re-

ceiving the credit.  

 

Where do I learn more?  

Check the IRS website at www.irs.gov, key-

word first time homebuyer.  

 



 In November, 2009 Congress extended the 

$8,000 first time homebuyerôs tax credit and 

also created a new tax credit of $6,500 for exist-

ing homeowners. 

 The law authorizes a tax credit of up to 

$8,000 for qualified first-time home buyers pur-

chasing a principal residence on or after Janu-

ary 1, 2009 to April 30, 2010, and a tax credit 

of up to $6,500 for qualified current home-

owner buyers purchasing a principal residence 

on or after November 7, 2009 to April 30, 2010.  
 

(Please note: This is guidance only, and you 

should contact a professional tax consultant for a 

fuller explanation of any particular provision.) 

 

Who is eligible to claim the tax credit?  

ñFirst-time Home Buyersò purchasing a princi-

pal residenceðeither new or resaleðare eligi-

ble for a tax credit of up to $8,000. ñCurrent 

Homeownersò purchasing a principal resi-

denceðeither new or resaleðare eligible for a 

tax credit of up to $6,500. To qualify for the 

$8,000 tax credit, a ñFirst-timeò home purchase 

must occur on or after January 1, 2009 and by 

April 30, 2010. To qualify for the $6,500 tax 

credit, a ñCurrentò home purchase must occur 

on or after November 1, 2009 and by April 30, 

2010. For the purposes of the tax credit, the 

purchase date is the date when closing occurs 

and the title to the property transfers to the 

home owner. The tax credit will be adminis-

tered through the Internal Revenue Service 

(IRS). 

 

What is the defini-

tion of a First-

time Home 

Buyer?  

The law defines "first-time home buyer" as a 

buyer who has not owned a principal residence 

during the three-year period prior to the pur-

chase. For married taxpayers, the law reviews 

the homeownership history of both the home 

buyer and his/her spouse.  

 

What is the defini-

tion of a Current 

Home Buyer?  

The law defines 

"Current Home 

Buyer" as a buyer 

who has owned a principal residence for at least 

five consecutive years of the eight-year period 

ending on the date of purchase of a new home 

as a primary residence.. For married taxpayers, 

the law reviews the homeownership history of 

both the home buyer and his/her spouse.  

 

Does this tax credit apply to manufactured 

and modular homes?  

Any home that will be used as a principal resi-

dence will qualify for the credit including 

manufactured homes, modular homes, site-built 

homes, even houseboats! This also includes 

homes placed on private land or in a land-lease 

community, a condominium, or a cooperative. 

Homes financed using a personal property loan 

are eligible.  

 

How is the amount of the tax credit deter-

mined?  

The tax credit is equal to 10 percent of the 

homeôs purchase price up to a maximum of 

$8,000 for ñfirst-time home buyersô, and 

$6,500 for ñcurrent home buyersò.  

 

 

What exactly is a tax credit?  

A tax credit is a dollar-for-dollar reduction in 

what the taxpayer owes. So a taxpayer who 

owes $8,000 in income taxes and who receives 

an $8,000 tax credit would owe nothing to the 

IRS.  

 

What does it mean that the credit is 

ñrefundableò?  

The fact that the credit is refundable means that 

the home buyer credit can be claimed even if 

the taxpayer has little or no federal income tax 

liability to offset. Typically this involves the 

government sending the taxpayer a check for a 

portion or even the entire amount of the refund-

able tax credit.  

For example, if a qualified home buyer ex-

pected, notwithstanding the tax credit, a federal 

income tax liability of $6,000 and had tax with-

holdings of $5,000 for the year, then without the 

tax credit the taxpayer would owe the IRS 

$1,000 on April 15th. Suppose now that the tax-

payer qualified for the full $8,000 home buyer 

tax credit. As a result, the taxpayer would actu-

ally receive a check for $7,000 ($8,000 minus 

the $1,000 owed).  

 

What are the in-

come limits for in-

dividuals claiming 

the tax credit?  

1) For single-

taxpayers with a 

modified adjusted gross income (MAGI), as 

defined by the IRS, under $75,000 or married 

taxpayers filing a joint return with a MAGI un-

der $150,000, the full $8,000 tax credit amount 

is available.  

 


