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" juterest rates gain the most
" attention from mortg
Borrowers, bt two otk
expenses, points and morigage
insurance premivims, ave
xgmﬁmm} as well, And both
may come into play as vou il out
vur fex returne this year,
When vou ‘%i”;(}p for
ic:a,s‘; - ywhileh I8 some
potential home buyer should do
~vou will be gwcxs. zlotof

A costs given toyou
efore you commit {0 the loan,

: > GFE attempts to expl
. Mz&ﬁm Hnglish — all of the éermv
and conditions of the morigage
Josn you are considering,
Rach pointis 1 percent s}f the
amennt el your mortgage loan,

?RF has backed off of £

5o i you were to borrow

523’? 000, each point would cost

$5,750, Mn&w gan charge as
many poinis as they went, but at
some Jevel, theloan becomes
usurjous and could reprasent
what Is commonly knownag
“toan sharking?

Tyoleally, for every point you

pay, voushould be abi@ o vedues

your interest rate by an sighth of
& perceniage point Polnts are

- often disguised with differant

names — suech as loan discounty
or erigination fees ~ bl
regardless of their name, they
represent money that vou — the
CONBUIEr ~  pay, Andthe
payment is often upfront, in aag?},
although lenders can nclude #in
the loan aynonnt i vour eredit
seore.and the appraisal per. it
this,

Pobnts paid to obiain s new
wortgage are fully deductible in
the year they are paid by the
%{}Imw&r, The Inernal Bevenue
Bervice originally reguived that
the borrower write a separats

- check to the lender for these

poinis, but in recent vears, the

z‘éé&m‘ Hewever, it s ;%51 imghes

gense 1o have the seitlement
staternent (the HUD-Lform}
sjeaﬁy veflect the number of
ts and the corresponding -
émr}mi of the polnis you
avepeying.
Wyoupay p@mm o obt ';\:; 3
pefinance loan, however, i 1nost
i those poindsare

;}mé Father, the IRS
:gﬂmm s that vou sHocate the
points by the number of years of
your mortgage lonn, For example,
let’s sav vou refipance into s loan
inthe amount of $875,000.700 g@%
this new loan at a reduced

ing 108, YOU ODE 10 pay one
point, or $4,750, Hyour loan is

for 80 vou can defluctonly. ©
one-thirtieth of the polnteach

year- ar §1%5, However, v
pEvE s loan early, ﬁﬁm by

halohice of the

i {}fi‘%}iﬁ‘ &ﬁ{‘ﬁi’ﬁﬁ Wy

a:ﬁaﬁ“’
return for that year.

- in full for the year

; 7*3:}22!“ house or refing ncn‘gg o
. own financial advisers.
N ﬂxezz ‘ite -

;mg in 29&% getateds o
especialiy in asiow.
s:zlxg, 8 p@'&,ﬁw? buver

presents a sales conbractand agks
_the seller to make cerfain '

financial concessions In order to
wmuke the sale go through. Such

. eoncessions could include the
. seller paying sore or all of the
' m;};er% closing costs, the sefler
" giving s cash credit ab setilerent,

or the seiler paying some or all of
the buyer’s points. The IRS
allows seller-paid poinisio be

‘deducted by the purchaser. The

seller eanniot deduet this

Cexpense, bul it is considered g

sales sxpense that will reduce the

- profitmade onthe sale, And
althouzh the buy

vt deduot
the p@zm,; inthe veay tiwy WETE

g pam this will redues the tay

hasis-of the home by the smount

- of the points paid by the seller If
VOO BT
Cselier mm»mmk transaction,

einypiveding

discuss your situation with your

Pisl premiume
“Hyoupay 20 p&mﬁz:i DT AROTE
: aaébwz; paymenton your

“home, mostlenders ave .

niortable that there will be

 sufficient equity 5o that they
, Wmﬁé nc}t Em;@ moneyi

fihey bad

Ainsurance is
- governmeni-backed

o foreclose on the loan,

| Howevey, i you are unable or
vawilling 1o put down a lot of
money andwant a larger loan,
the lender can veguire thai you
obtain private mortgage
insurance, or PML Thisis
coverage — which the home

- buyer pays for — {0 compensate

the lender should there be s
shoritfall between the amount of
the money recelved at &
foreclosure sale and the lpan
balance. Private mortgage

an aliernative (o

low-down-payment morigages
from the Federal Housin,
isiration or Department of

CVeverans Affalve.

¥, afier Jan. 1, 2007, vou
sniered into a transaction that
ineluded PMI, vou may have the
right 1o deduct your mortgage
insurance payments as home
morigage interest, However,
there are two restrictions, First,
the fpsuranece foust be in
connection with home
acguisition debt. This means that
the loands secured either by your
principal resldensce or o vacation
home that Is notrented cutior

more than 14 days 2 vear, Second,
the deduction is reduced by 10
pereent for earh $L,000 that vour
adjusted gross income exeseds
$100,000 (or $50,000 if you file

can individual te retourm), your

AGE is more than $109,000
($E4.500 i fling separately) then
you cannot iake advantage of this
deduction,

I yousold youy houss last vear
- g1 yefinanced :ii; —therehy
ca. ,smemw the PME, you cannol
elafin a deduetion for the
unamortized balance of the
niuro, Yor more information,
o the IRS Wvb *‘zt&, }’RS‘ oV,

Dedu
general i m ua‘mn., i!;veﬁ“y taxpayey
hag different situations, You s
eonsull your financial advisor on
your set of facts,
bikass@hmkiawyers.com

Benny L. Kass Is & Washinglonlawyer,
For a free capy of the bookiel “A Guide
1o Settlemend on Your New Home,”
send a self-addressed stamped
envelope to Benny L. Kass, 105017tk
St MW, Suite 1100 Washingion, D0,
20036,




