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More on the First-Time Homebuyer 
Credit 
 
Last month, this publication gave you breaking 
news on the New Homebuyer Credit Form and 
pertinent details.  
   
Legislative changes in November 2009 ex-
panded and extended this particular credit and 
also added documentation requirements for 
claiming the credit. The IRS is warning that 
failure to submit all the necessary documenta-
tion will slow down the issuance of any applica-
ble refund. 
 
Filing Requirements: 2009 Tax Return 
 
Taxpayers who claim the credit on their 2009 
tax return must file a paper ð not electronic ð 
return and attach Form 5405, First-Time Home-
buyer Credit and Repayment of the Credit and 
a properly executed copy of a settlement state-
ment used to complete the purchase. 
 
There are different requirements for attach-
ments for purchasers of conventional homes, 
mobile homes, and newly constructed homes; 
see the link at the end of this article for addi-
tional information. 
 
California issue with the IRS 
 
Brought to CSEAôs attention: When a California 
EA submits Form 5405 for the First Time Home 
Buyer Credit, it will be rejected.  
 
The form requires all these documents be at-
tached to the form and one of them requires 
the signatures of all parties. But in California, 
that document doesnôt exist!  In an exciting 
example of CSEAôs ñPIESò program (ñProblem 
Identification for Early Solutionò), our superhero 
has brought this to the attention of the IRS and 
they issued the following fix.  
 
Note Regarding Signatures: While the Form 
5405 instructions indicate that a properly exe-
cuted settlement statement should show the 

signatures of all parties, the IRS recognizes 
that the elements of the settlement document, 
often a Form HUD-1, may vary from jurisdiction 
to jurisdiction and may not reflect the signa-
tures of the buyer and seller. The settlement 
statement that must be attached to the return is 
considered to be properly executed, according 
to the IRS, ñif it is complete and valid according 
to local law.ò In locations where signatures are 
not required, the IRS encourages the buyer to 
sign the settlement statement prior to attaching 
it to the tax return even in cases where the 
settlement form does not include a signature 
line. 
 
Once again, we see the value of your member-
ship in CSEA: when EAs speak with one voice, 
the IRS hears us! 
 
Long-Time Residents 
 
The November 2009 legislation extends the 
credit to long-time residents of the same main 
home if they purchase a new main home. To 
qualify, eligible taxpayers must show that they 
lived in their old homes for a five-consecutive-
year period during the eight-year period ending 
on the purchase date of the new home. For 
IRS recommendations regarding what to attach 
to the Form, follow the link below. 
 
It is still possible to claim the homebuyer credit 
for 2009 home purchases on 2008 tax returns. 
Homebuyers may use the December 2009 revi-
sion of the Form 5405  along with Form 1040X 
to amend their 2008 tax return. 
 
Under the new law, an eligible taxpayer must 
buy, or enter into a binding contract to buy, a 
principal residence on or before April 30, 2010 
and close on the home by June 30, 2010. For 
qualifying purchases in 2010, taxpayers have 
the option of claiming the credit on either their 
2009 or 2010 return.   
 
Members of the military, Foreign Service and 
intelligence community serving outside the U.S. 
should also be aware of new benefits in the law 
that apply particularly to them. 
 
More details: www.IRS.gov.  ƹ 

Next Board Meeting 
 

The next meeting of the CSEA 

Board of Directors will be June 

1-2, 2010 at the Grand Sierra 

Resort & Casino, Reno, NV, in 

conjunction with Super Semi-

nar 2010.  

Please plan on attending! Con-

tact your Chapterôs Director or 

the CSEA office for more infor-

mation. 

BEST TAX EDUCATION IN THE NATION! REGISTER: WWW.SUPERSEMINAR.ORG 

http://www.irs.gov/newsroom/article/0,,id=204671,00.html
http://WWW.SUPERSEMINAR.ORG
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Support Conformity 

 

SBX8 32 

 

The latest tax conformity bill was introduced by Senator Wolk 

and co-authored by Senators Hancock and Leno on February 

5, 2010.  

 

This bill seeks state tax conformity with recent changes to the 

federal tax code regarding a variety of issues ï mortgage debt 

relief, renewable energy grants, depreciation schedules for 

natural gas distribution lines, tax write-offs for the costs of de-

commissioning nuclear power plants, and indexes the gross 

income limits for Individual Retirement Accounts to inflation. 

Additionally, SB 32 (8X) revises state law to conform with 

changes to federal income tax law dating back to 2005, bene-

fiting California taxpayers and tax preparers by making state 

and federal law more consistent.  

 

The bill was passed from the Senate Revenue and Taxation 

Committee on February 11, 2010 and is currently on the 

agenda in the Appropriations Committee. 

 

AB 347 

 

Assemblyperson Karen Bass has introduced legislation that 

will provide tax relief to Californians donating money to Haiti 

Earthquake relief efforts in January. AB 347 conforms to fed-

eral law by allowing individuals and corporate taxpayers that 

made certain qualified charitable contributions in January 2010 

to deduct these contributions in the 2009 tax year. 

 

The bill has passed the full Assembly and is currently on the 

agenda for the Appropriations Committee in the Senate. 

 

AB 1779 (Taxation: cancellation of indebtedness: mortgage 

debt forgiveness) was also introduced last week, for conformity 

to federal COD relief on qualified acquisition debt. Call or write 

your support! 

 

Please click on www.leginfo.ca.gov to identify your legislators 

and how to contact them.  

 

It is often easiest to use the contact me email form on your 

representatives website. You should keep it short and let them 

know that you support this and how it impacts you and your 

clients. Weôve placed a sample support letter on the CSEA 

website.  

  

CSEA will continue to monitor and report on the various tax-

related legislation.              ʻ 

CSEAction Alert! CSEA ONLINE TO SERVE YOU! 

 

CSEA on FACEBOOK! 

Log in and Follow... 

CSEA on LINKEDIN! 

CSEA on TWITTER! 

FTB: Pass-Through Entities Must Timely File 

Original Tax Returns Claiming New Jobs Tax 

Credit in Order for Owners to Claim the Credit 

 
A new jobs tax credit of $3,000 is available to small businesses 

with 20 or less employees for each additional net full-time em-

ployee hired and employed in California for tax years beginning 

on or after January 1, 2009. The total amount of the credit that 

the state can allocate may not exceed $400 million, and claims 

must be made before a statutorily provided "cut-off" filing date. 

The credit is available only for a net increase of employees be-

ing paid wages subject to Division 6 of the Unemployment In-

surance Code ("California taxable wages"). 

 

If a pass-through entity files an original return with a completed 

Form 3527, New Jobs Credit, prior to the cut-off date, the part-

ner, member or shareholder is not required to file his or her own 

return before the cut-off date in order to claim one's proportion-

ate pass-through share of the new jobs credit. However, if the 

pass-through entity fails to file its original return with us claiming 

the new jobs tax credit by the cut-off date, any credit that could 

have been allocated from, or was attributable to, that entity can-

not be claimed by any partner, member or shareholder, regard-

less of whether that partner, member or shareholder filed a 

separate original return on its or his or her own behalf claiming 

the new jobs credit before the cut-off date. 

 

In the case of a disregarded entity, such as a single-member 

limited liability company (SMLLC), a timely entity-level return 

will be ignored in determining the date the return of the owner of 

that disregarded entity is received for purposes of determining 

the ownerôs eligibility for the new jobs credit. The owner of the 

disregarded entity will have to file an original tax return claiming 

the credit before the cut-off date in order to be considered eligi-

ble for the new jobs credit.               ʻ 

http://www.leginfo.ca.gov
http://www.csea.org/LinkClick.aspx?fileticket=xh9BQcqv0A4%3d&tabid=138&mid=562
http://www.csea.org/LinkClick.aspx?fileticket=xh9BQcqv0A4%3d&tabid=138&mid=562
http://www.facebook.com/search/?q=California+Soc&init=quick#/pages/California-Society-of-Enrolled-Agents/104047311903?ref=ts
http://www.linkedin.com/groups?home=&gid=83347&trk=anet_ug_hm
http://twitter.com/CaSocietyEA
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THE NEW TAX PITFALL YOU DONôT KNOW ABOUT 
 
(Sacramento, February 10) In July, 2009, the state of California enacted a 
new Budget trailer bill, ABX 4 18, that introduced new tax filing require-
ments for the collection of use taxes (taxes that are owed on goods pur-
chased from another state). Especially due to the popularity of Internet 
purchases and because of the large holes in state revenues during the 
current economic woes, many states are expending more energy to collect 
these taxes, but Californiaôs new bill goes further than any other efforts to 
date. 
 
The new regulation requires a person conducting business as a seller of 
tangible personal property in this state to obtain a special permit from the 
State Board of Equalization (BOE) for each place of business and also 
requires a person selling tangible personal property for storage, use, or 
other consumption in this state to register with the BOE. 
 
In addition, a qualified purchaser must register with the State Board of 
Equalization and report and pay the use tax owed for the previous calen-
dar year (along with other taxes owed) by April 15. Note that this bill would 
not apply to the purchase of a vehicle, vessel, or aircraft. 
 
Because of the new paperwork and new regulatory policies required by 
these requirements, many businesses and individuals are hustling to en-
sure compliance, and taxpayers and tax professionals alike are striving to 
deal with confusion, tax software that doesnôt include the new regulations, 
and contradictory deadlines. Although the state will extend the deadline for 
personal income tax (although not the payment requirements), currently 
there is no legislation in place for the extension of the use tax require-
ments. 
 
Efforts are underway to petition the state legislature to allow an automatic 
six-month (paperless) extension for filing (consistent with state Franchise 
Tax Board return extensions) and to provide for penalty abatement for 
businesses who file 2007, 2008, and 2009 use tax returns on or before 
October 15, 2010. CSEA supports these efforts and encourages Members 
to contact their local representatives. For more information, contact Sharon 

Stone Smith of CSEA at 800/777-2732.               ƹ 

Partial Text of CSEAôs News Release Regarding 

Use Tax Requirements (see Media Room at csea.org for full text) 

From the IRS: Five Important Facts 
About Unemployment Benefits 
 
Taxpayers who received unemployment bene-
fits in 2009 are entitled to a special tax break 
when they file their 2009 federal tax returns. 
This tax break is part of the American Recov-
ery and Reinvestment Act of 2009.  
 
Here are five important facts the Internal Reve-
nue Service wants taxpayers to know about 
unemployment benefits; advise your clients 
accordingly. 
 
1. Unemployment compensation generally 

includes any amounts received under the 
unemployment compensation laws of the 
United States or of a specific state. It in-
cludes state unemployment insurance 
benefits, railroad unemployment compen-
sation benefits and benefits paid to you by 
a state or the District of Columbia from the 
Federal Unemployment Trust Fund. It 
does not include worker's compensation.  

2. Normally, unemployment benefits are tax-
able; however, under the Recovery Act, 
every person who receives unemployment 
benefits during 2009 is eligible to exclude 
the first $2,400 of these benefits when 
they file their federal tax return.  

3. For a married couple, if each spouse re-
ceived unemployment compensation, 
each is eligible to exclude the first $2,400 
of benefits.  

4. The taxpayer should receive a Form 1099-
G, Certain Government Payments, which 
shows the total unemployment compensa-
tion paid in 2009 in box 1. 

5. The taxpayer must subtract $2,400 from 
the amount in box 1 of Form 1099-G to 
figure how much of your unemployment 
compensation is taxable and must be re-
ported on your federal tax return. Do not 
enter less than zero.                          ʻ 

TAXnology is an exciting new educa-

tion offering that will be offered exclu-

sively at SUPER SEMINAR 2010 in Las 

Vegas.  

For more 

information, 

a full sched-

ule, and to 

register, visit 

our website: 

www.csea.org.  

AWARENESS HEIGHTENED REGARDING THOSE ELIGIBLE TO PREPARE TAXES 

If you have ever been a registered tax preparer in California and are no longer required 

to register through the California Tax Education Council (CTEC), you might want to 

check the CTEC website at www.ctec.org to see if you are still listed. Due to increased 

awareness regarding the anticipated licensing of all tax preparers, more of the public is 

checking to see if tax preparers are indeed licensed or registered. It should be noted 

than an Enrolled Agent who was previously registered through CTEC may still be listed, 

unless CTEC was notified in writing. Such listing can indicate that you are delinquent, 

giving the public the impression that you should not be preparing taxes. Check it out 

today! You can contact CTEC at info@ctec.org or via fax at 877/851-2832. 

http://csea.org/EducationandEvents/TAXnologyConference/tabid/301/Default.aspx
http://www.ctec.org
mailto:info@ctec.org


3200 Ramos Circle 

Sacramento, CA 95827-2513 

Phone: 800/777-2732 

Fax: 916/366-6674 

Email: info@csea.org 

www.csea.org 

California Society of  
Enrolled Agents 

CSEA ANNUAL MEETING 2010 

with Great Education! 

Doubletree Hotel 

Sonoma Wine Country 

Rohnert Park, CA 

June 22-27, 2010 

òTo Assist Members as they Protect and 

Serve Taxpayers.ó 

For all Society events and happenings visit 

http://www.csea.org/events. 

For meeting and education information visit 
http://www.csea.org/InsideCSEA/

Chapters/tabid/61/Default.aspx.  

The LAST WORD... One of our Members sent this on to us: itôs a running tally of how the various statesô unemployment funds 
are holding up: http://projects.propublica.org/unemployment/. ñThe GOOD news,ò the Member points out, ñis that CA is not insolvent ï 
the bad news is our current borrowing is at $7,104.7 MILLION!ò The site is updated weekly and makes an interesting diversion! 

 

MARCH 2010 

15 SUPER SEMINAR DEADLINEðREGISTER NOW FOR BEST PRICES! 
 

 

APRIL 2010 

16 You made it! 

 

Upcoming 

Events  

PROFESSIONAL ASSOCIATESðJOIN CSEA! 

PROFESSIONAL ASSOCIATES are individuals not currently or previously 

defined in Circular 230 and who are lawfully engaged in the practice of tax. 

Talk to your co-workers, staff, and non-EA tax colleagues about joining the 

California Society of Enrolled Agents to assist them in building a career 

track as a licensed tax professionalðand as the first step in a possible 

future EA career. 

SPECIAL MEMBERSHIP RATES APPLY FOR A LIMITED TIME ONLY! 

 Download application HERE. 

ñAò May 10-12, Flamingo Las Vegas 

ñBò May 13-15, Flamingo Las Vegas 

Reno June 3-5, Grand Sierra Resort & 

Casino 

 

www.superseminar.org 

 

This year marks the 28th annual Super Seminar. The California Society 

of Enrolled Agents is proud to continue to offer the finest quality tax educa-

tion in the country! 

 

Once again, weôre offering a comprehensive selection of sessions tailored 

to fit the needs of tax practitioners. We've got the subjects you want and 

have requested, presented by the most highly respected faculty in the in-

dustry, at a very low per-hour cost. Every year brings us new congres-

sional legislation and extensive changes to the Tax Code. Your clients ex-

pect (and demand!) that you keep up with all the latest developments, and 

there's no better and more cost-effective way than by attending a Super 

Seminar. 

 

We hear from new attendees every year who say, ''I'm kicking myself for 

never having attended before!'' If you've never been to a Super Seminar, 

you really don't know what you're missing - matchless education, a supe-

rior location, great food, and a chance to spend a few days with some of 

the brightest and friendliest tax pros from across the nation. 

  

The Super Seminar catalog is now online. Register 

TODAY, and prior to March 15, for the best prices at 

www.superseminar.org 

http://www.csea.org
http://www.csea.org/
http://www.csea.org/events
http://www.csea.org/InsideCSEA/Chapters/tabid/61/Default.aspx
http://www.csea.org/InsideCSEA/Chapters/tabid/61/Default.aspx
http://projects.propublica.org/unemployment/
http://csea.org/Portals/0/Prof%20Assoc%20App%20Spec%20Promo.pdf
http://www.superseminar.org
http://www.superseminar.org

