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, u,, Bs¡r¡ryL. K.ass '

, àl Wc coOtend tÍqt fm. ø nathn
t*' W tn ta¿ú ¿ts etrf fitn n y o en e7r&

' ü lihe ø Ínn úand,ing ín o
hphø anÅ trVing ø ffi híînsetrf
Wibg'tlæhÆndls."

-flítwtonChurchìil

. 'Ïnterestrates gain the most
' at&-nüon from mortgdge .

.bpriowers, but two other
exþþnses, points and mortgage
inÈura¡¡ceBr€miurns,.are

, Êilgriñiant, as well. And both-niaycome into play as you fill out
youtt¿J( r,etun¡s this year.

^ -'Yübenyoushopforamortgage
Ioan .- vùich ¡t ssss¿þir¡g every
potential home buyer sbould do

- you will be given a lot of
information, Iaan points are
anongtå€ items that must be

,littpd on the good-faith estimate
iofriosing.costs given to you

_,rÞefore you commit to the loan.
,.Ibs Gffianemptstoexplain - in
- sirtple Eúglish - qll of the tËrus

and conditions of the mortgage ,

,Iqa,B you a¡e considering. .

'r 
q Eantr pointis l percent of the

aúount of yourmortgage loan.

Homeouryters haye more than interest to consider
So if you were to borrow
$3?5,000;each poiht would csst
$3,?50. Iænders can charge as
manyþints as theywant, but at
some lwel, tbeloan becomes
usurious and could represent
what is.commonlyknown as '

"loan sharking."
Iþieally,foreverypointyou'

pay, ¡ou'shorld:be abJe to reduce
your intßrest¡?t€ byan eightb of
apercentå.gþ point. ?oints a¡e
oft en disguised with diferent
nrmes - such as loan discounts
or origination fees - but
regardless of their name, they
represent moneythatyou - tþe
consumer - willpay. Andthe
payment is often upfront, in ca¡h,
although lenders cau include itin
the loan arnoufi ifyour eredit
score and the âppraisal permit
this.

Points paid to obt¿in a new
Bortgage a"re fullydeductible in
t&e year theya,re paid bythe
borrower, The Internal Revenue
Service originally required tbat
the borrower write a sepa,rafe
check to tbe le¡der,for'tl¡ese
points; but in rEcent years, the
IRS has backed offof this
posidon, However, it still makes

sense to bave tbe setflement
staæment (the HUD-I foru)
cleaqly reflect tbe number of
points and thg correspondlng
itolar q,æouqtof the pointÈyou
axe payrng,

.If youpaypqints.to'obtåia a 
,

reñnance loa¡L:however, in pgst
ci¡cunstances those points are
notdeducdble in full forlheye¿r
they are paid, Rather, the IRS
requires that you allocate tÌ¡e
points bytbe number of yea¡s of
your mortgageloan. So.r e¡ra.mple,
let's say you reñnance into a loáa
in the arnount of $376,000. 1b get
this new lban at a reduced
hterest rate, you opt to pay one
point, or $3,750, Ifyou¡loan is
for,30 years, you cån deduct ody
one=thirtieth of the point,ea¿Ìr :
yeå¡ - or $125,'However, if yog. :

pay off tlds loan earlg eitber byi.,
selling your house or refi ¡raqcilä,
again, the balance ofthe
non-deilucte4 points c¡n tben be
deducædonyouri¡cometax,,
return for thatyear.

Sellér-pald polnts

Everything in real estate is
negotiable, esl¡ecíally in a slow. '
maiket". Ofrêa a pot¿ntial buyer.

presents asales con@ptand asks
. tbesellg¡ to matrecertáin

fina¡æial co¡çëssions li order to
make the ¡ale go thro¡gb. Such
co¡cessions oould include the
seilèr paying some or all of tbe

' buyer's slûsingcosts;the geller
gf vJng'a cash credit at- settlenent
or t}te reller payi¡gsome or all of
the buyer's potnts. the IR.S
allows seller-paid points to be
deducted bythe pürcbaser. ibe.
seller ca¡rnot deduct this

. elpense,but it is considered a
, .sales orpense tbat ç'ill reduce the

profitmade on the sale.And
althougb the buyer can deduct
the poi¡ts in the ye¿r theyìvere
paid, this rvill reduce the ta¡r
'basis,of the home by the a^mount
of tbe,poinæ paid by the seller. If

'you arelnvolvedin a
,seller-paid'points transaction,

' ¡ discuss your sitUation withyoru
og¡n ñnarcial adviscrs.

PM|þrsmlums'
Ifyou pay 2O percent or more

as adown payment onyour
home, nosLlenders a¡e.
comfort¿ble thatthere will be

,,suËcient equity so tbat they
.fuor¡ld,not lose Foaey if they bad

to foreclose on tbe loa,n
Howeveqif you are unableor

u¡wilingto put down alotof
money aßilxvant alarger loan,
thelender.can requite tbat you
obAinprivaæmortgagp
insurtnce, or PMI. fhb is
coveraç -uùich thêhome
buyerpays for J tocompensaæ
the lenilershouldthere be a
shor:lf,all betrreen the a¡nount of
the moneyreceived ata
foreclosu¡e eale andtåe loar¡
bala¡ce. Prfuate mortgage
insuranceis an alærnatíve to
government-backed
low-down-paynent mortgages
fromtheFederal Housing
.Administratiqn or Deparbent of
Vetera¡sâffaüs.

If, after Jan. \ 2a07, you
entered ints atransa,ctign that
included PMI, you may have the
right to deduct your lIortgage
insurance pa¡anents as home
mortgage int€rest, However,
there a¡e two restrictions, First,
the insuli¿nee bust be in
eonnection with home
4cquisitioa debl ilhis means that
thetroan is secured either by your
principal residence or a vacation
'bomethat is not rented out for

morethan 14 dap ¿yeal, Secgúd,
the deduction is reduced by10
percent for eanh$1,000 thatyour
sdJust€d gross income exeeeds

$100,000 (or $50;000 if you file
, an indiviiluai t¿¡( retum). If your

AGI is morethaû $109,000
($54,500 if filing separately) then
you canngt take advantageofthis
deduction,

Ifyou sold your house lastyear

- or reflnanced it - thereby
e¿nceliagthe PMI, you ca¡rnot
claim a deduetion for the
unamortized balance of the
premium. For more information,
go to the IRS Web siæ, IRS.gov,
and print Publication 936,
"Home Mortgage Interest
Ðeduc'tion." This infornation is
leneral in nature, Everytanpayer
has different situations, You must
consultyour financial advisor on
your set of facts.

' blkass@4m4lawers.cam

Benny L, Kass is a WashlngËon lawyer,

For a free copy ofthe booklet "A Gulde
to Settlement on Your New Home,"
send a self¿ddressed stamped
envelope to Benny L. Kass,1050 17th
St.'NW, Suite 1100, Washington, D.C.

20036.


