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Flrst-Tlme Home Buyer Tax Credlt

Frequently Asked Questions
About the First-Time Home Buyer Tax Credit

The Housing and Economic Recovery Act of 2008 authonzes a $7,500 tax credit for qualified first-time
home buyers purchasing homes on or after April 9, 2008 and before July 1, 2009. The following
questions and answers provide basic information about the tax credit.

1. Who is eligible to claim the $7,500 tax credit?
First time home buyers purchasing any kind of home—new or resale—are eligible for the tax credit. To
qualify for the tax credit, a home purchase must occur on or after April 8, 2008 and before July 1, 2009.
For the purposes of the tax credit, the purchase date is the date when closing occurs.

2. WWnat is the definition of a first-fime home buyer?
The law defines “first-ime home buyer" as a buyer who has not owned a principal residence during the
three-year period prior to the purchase. For married taxpayers, the law tests homeownership history of
both the home buyer and his/her spouse. For example, if you have not owned a home In the past three
years but your spouse has owned a principal residence, neither you nor your spouse qualifies for the
first-time home buyer tax credit.

3. What types of homes will qualify for the tax credit?
Any home purchased by an eliglble first-time home buyer will qualify for the credit, provided that the
home will be used as a principal residence and the buyer has not owned a home in the previous three
years. This includes single-family detached homes, attached homes like townhouses, and
condominiums.

4. Instead of buying a new home from a home builder, | have hired a contractor to construct a heme on a lot that |
already awn. Do | still qualify for the tax credit?
Yes. For the purposes of the home buyer tax eredit, a principal residence that is constructed by the
home owner is treated by the tax code as having been "purchased” on the date the owner first acc upies
the house. In this situation, the date of first occupancy must be on or after April 9, 2008 and before July
1, 2009,

In contrast, for newly-constructed homes bought from a home builder, eligibility for the tax credit is
determined by the settlement date.

5. What is "modified adjusted gross income"?
Modified adjusted gross income or MAGI Is defined by the IRS. To find it, a taxpayer must first determine
“adjusted gross income" or AGL. AGl is total income for a year minus certain deductions (known as
"adjustments" or "above-the-line deductions™), but before itemized deductions from Schedule A or
personal exemptions are subtracted. On Forms 1040 and 10404, AGI is the last number on page 1 and
first number on page 2 of the form. For Form 1040-E2, AGI appears on line 4 (as of 2007). Note that AGI
includes all forms of income including wages, salaries, interest income, dividends and capital gains.

To determine modified adjusted gross income (MAGI), add to AGI certain amounts such as foreign







