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Take a close, hard look a t
the new $6,500 federal tax
credit for so-called ªmo ve
upº homeb uyers that passed
the Senate and House last
week. Though it's been g et-
ting second billing to the
original $8,000 credit f or
first-time pur chasers ±± now
extended by Cong ress
thr ough next June 30 ±± the
$6,500 credit for cur rent
homeowners just might ha ve
your name on it.

How does it w ork? When
will it be a vailable?

First things first: The ne w
credit is a vailab le now. It
took effect the day Pr esident
Obama signed the le gisla-
tion cr eating it ±± No v. 6.
This means that if you fit the
key criteria ±± y ou'v e owned
and resided in your cur rent
home for a consecuti ve five
out of the past eight y ears,
and your adjusted household
income doesn't ex ceed
$125,000 if you file tax es
singly , $225,000 if you are
mar ried filing jointly ±± y ou
can claim the credit as soon
as you close on a qualifying
house.

That could be next w eek,
next month, or next spring.
Ther e is no ªmo ve upº r e-
quir ement in the new cr edit.
In fact, homeowners w ho
plan to do wnsiz e into a
smaller d welling may pr ove
to be significant users of the
credit, along with people
who are r elocating because
of employment c hanges.

If you fit the criteria and
are considering b uying
another house sometime in
the coming y ear, you might
want to speed up the pr ocess
and sign a contract by next
April 30 and close by the
June 30 expiration da te.
Think of it this way: If the
gover nment is willing to gi ve
you $6,500 to act a little f aster
than you had originall y
planned, hey, w hy not?

Some other key fea tur es of
the $6,500 credit you ought to
know about:
n Whatev er you intend to
purchase , the house cannot
cost more than $800,000.
n The r eplacement house
must become your main
home. Ther e is no r equire-
ment in the le gisla tion tha t
you sell your cur rent home .
You could rent it out, turn it
i nto a second home, or list it
for sale later in 2010 w hen
prices might be higher. If y ou
plan to retain it, ho wever,
make sure you mo ve into the
new house on the day y ou

close so that there is no ques-
tion it was your principal
residence at that time .
n Lik e the first-time b uyer
credit, the $6,500 version
per mits a broad range of
dwelling types for your pur-
chase. These include ne wly
constr ucted or existing
single-famil y homes, condo-
miniums , man ufactur ed or
mobile homes, and boa ts
that function as your princi-
pal r esidence. 

You cannot claim the
credit if you are buying a
second home or an in vest-
ment pr operty.
n The IRS is r equir ed by
Congr ess to scrutinize
claims for credits ±± both f or
the $6,500 and the $8,000 ±±
far more c losel y in the com-
ing months than it did ear li-
er in 2009. This is because
federal in vestiga tors ha ve
documented significant
instances of fraud ±± sup-
posed ªhomeb uyersº w ho
were actually minors as
young as 4, and bo gus
ªsalesº that w ere totall y
fabrica ted. In vestiga tors also
found n umer ous cases of
technical viola tions , such as
purc hase transactions
among immediate f amily
members , whic h are pr ohib-
i ted.

The r evised rules r equire
taxpay ers to submit copies of
their settlement sta tements

(HUD-1 for ms), along with
their requests for cr edits
using IRS F or m 5405. Con-
gress' new rules also pr ohib-
i t individuals under the a ge
of 18 or who are counted as
dependents on another tax-
payer's filings from c laiming
the cr edit.

n Homebuy ers in 2009 ±±
those who go to closing after
Nov. 6 but no later than Dec .
31 ±± can claim the $6,500
credit on their 2009 federal
tax r eturns , or amend their
2008 returns . Similar ly, eligi-
ble pur chasers in 2010 will be
able to file for the credit on
their 2009 r etur ns or 2010
returns . Talk to your tax
adviser r egarding timing
decisions , whic h may be
affected by your household
income applicab le to a gi ven
year.
n If you aren't sure if y ou
can make the deadlines
established for the new cr ed-
i t ±± a binding contract b y
next April 30 and a settle-

ment by June 30 ±± do not
assume that Cong ress will
provide another extension.
A ll the political and b udget-
ary signs point the other
way, and some of the primary
authors of the credit insist
that this is it ±± no mor e
extensions next y ear. Take
them at their w ord.

For an excellent consumer
resour ce with F AQs on both
the $6,500 and the $8,000
extended cr edits , go to fed-
eralhousingtaxcredit.com,
whic h is sponsored by the
National Association of
Home Builders .

Washington Post 
Writer s Group

Home s worth $800 ,000 and under are eligible for the new $6 ,500 f eder al tax cr edit . The re-
plac ement house must be come your main home . TRIBUNE NEW SPAPER S FILE PHO TO

What the $6,500 tax
credit means for you
More buyers, not
just first-timers,
can get tax break

By K enne th R. Harne y

The $6,500 version
permits a broad
range of dwelling
types for your pur-
chase.
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