| put the following pack together for you guys — based on the need for more education.

Please use the information within (The forms are all editable) to educate the sellers of what is
expected of them for an FHA listing. Show them what costs will be involved but why it is the
only way to sell a home. Currently as of 6/1/08 ~ 79% of all transactions were FHA and that
nationally 4 out of 5 buyers are first time purchasers! Also | have included a new listing service
aside from our own web page to help you sell their home quicker...do check that out!

Use the materials to educate your buyers as to what is expected and that contracts may take
longer to get approved because sellers “nets” are so tight and that multiple offers may be the
best way to go.

If you end up presenting an offer to a short sale or REO please call me so we can put together
my negotiation grid to help ram rod the offers through quicker.

Again thanks for all your support and don’t ever hesitate to contact me for help in getting
more buyers more listings and even more contracts accepted.

All the Best

602-361-0707

WwWw.awesomerates.com

Ranked 139" in national production for 2007




DPA Application

Purchaser Information:

Full Name:
SSN:
Email:

Ethnicity:

[_] American Indian [ ] Asian

[] Alaskan Native [] Pacific Islander

L] White(not Hispanic) L] Black(not Hispanic)
[] Hispanic [] other

Gender:
D Male |:| Female

Income Information:

Combined Monthly Income:

(Purchaser & Co-Purchaser)

Co-Purchaser Information:

Full Name:
SSN:
Email:

Ethnicity:

[_] American Indian [_] Asian

[] Alaskan Native (] Pacific Islander

L] White(not Hispanic) L] Black(not Hispanic)
[] Hispanic [_] other

Gender:
|:| Male D Female

L] First Time Homebuyer

Property Information:

Address 1:

Address 2:

City:

State: Zip:
Living Units:

Tentative Settlement Date:

Loan Information:

Loan Type: [ JFHA []conventional - Non-Conforming Llva

Financial Information:

Contract Sales Price:

Requested Gift Amount:

(1-10% of purchase price)
Seller Processing Fee:

Seller Service Fee:

(Total from Seller's proceeds paid to AmeriDream)

Loan Number:

Resale Information:

Seller Name:

Co-Seller Name:

New Construction Information:

Builder Name:

Enrolled Builder ID (if known):

continued on next page

AmeriDream, Inc., is a non-profit 501(c)(3), publicly supported organization founded in 1999 to provide down payment assistance to individuals
and families and helping them to become homeowners. To learn more about AmeriDream, please go to www.ameridream.org.

iream

AmeriDream, Inc. 200 Professional Drive, Fourth Floor, Gaithersburg, MD 20879
‘ Phone: (866) 263-7437 Fax: (301) 977-9713 Website: www.ameridream.org Tax ID# 52-2145694





DPA Application, Page 2

Firm Originating Mortgage: Title / Settlement Company:

Company: Company:

Address 1: Address 1:

Address 2: Address 2:

City: City:

State: Zip: State: Zip:
Phone: Fax: Phone: Fax:
Contact Name: Contact Name:

Contact Phone: Ext: Contact Phone: Ext:
Contact Fax: Contact Fax:

Contact Email: Contact Email:

[]1 assert that the above property address either has been or will be appraised to ensure that the property meets all FHA standards
for habitability. (Required for compliance with IRS Ruling 2006-27.)

FAX TO: (301) 977-9713

For Assistance Contact Customer Service: (866) 263-7437

Use our online application and check the status of your application at www.ameridream.org.

AmeriDream, Inc., is a non-profit 501(c)(3), publicly supported organization founded in 1999 to provide down payment assistance to individuals
and families and helping them to become homeowners. To learn more about AmeriDream, please go to www.ameridream.org.

AmeriDream, Inc. 200 Professional Drive, Fourth Floor, Gaithersburg, MD 20879
‘ Phone: (866) 263-7437 Fax: (301) 977-9713 Website: www.ameridream.org Tax ID# 52-2145694
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AmeriDream Downpayment Gift Letter

Dear :
AmeriDream congratulates you on your decision to purchase a home. You may soon be enjoying the title of "hnomeowner."

Your lender has determined that the gift amount you need to purchase this home is . We will transfer your gift to your
Settlement/Closing Agent. This money comes directly from AmeriDream, Inc.'s own fund. No portion of this gift has come from any
person or entity with an interest in the sale of the property, including the seller, real estate agent or broker, builder, loan officer, or any
entity associated with them.

Homebuyer Education - We believe informed homebuyers are successful homeowners. We offer 2 free homebuyer education
programs. We have an online homebuyer education class on our website at www.ameridream.org. We also offer workshops in
communities. For workshops, call Angel Surratt, Homebuyer Education Coordinator at 301.987.5113.

AHAA Membership - AmeriDream AmeriDream is pleased to give you a free one-year membership in the #1 resource for successful
homeowners - the Association for Homeowners Across America (AHAA). At closing, you will receive your welcome information.

Sincerely,

“ ]éﬁf‘réw"—

Ann Ashburn
Chief Executive Officer
AmeriDream, Inc.

Purchaser Certification: Please read the following certification carefully before you sign this letter.

I/We, the purchaser(s), certify and attest that I/we required this gift to purchase the home and have completed all of the necessary
requirements to qualify me/us for The AmeriDream Downpayment Gift Program and to purchase a home enrolled in the Program. I/We
recognize and understand that AmeriDream, Inc.(AmeriDream), does not warrant to accuracy of the appraised value of the home and is
under no obligation to provide me/us with a gift. I/We further recognize and understand that funds are subject to availability, and that
funds and settlement may be delayed through circumstances beyond the control of AmeriDream. I/We further hold AmeriDream
harmless from any costs and/or damages that may be incurred by me/us in connection with my/our purchase of the home.

I/We instruct the Settlement/Closing Agent to use the AmeriDream, Inc., gift towards the property located at (address)
, , (city, state, zip) (referred to herein as your or my/our "home").

I/We recognize and understand that closing instructions may call for the release of and/or disbursement of the gift funds to
AmeriDream, Inc. in the event that closing is terminated. |/We recognize and understand that in the event that I/we are unsuccessful in
closing at our scheduled time of settlement/closing and/or that I/we are unsuccessful in obtaining a loan, I/we authorize the Settlement/
Closing Agent to immediately return all gift funds to AmeriDream, Inc..

I/We hereby agree to pursue a loan, sign all required AmeriDream, Inc. forms and follow all lender instructions. I/We further
acknowledge that AmeriDream, Inc. does not warrant the subject property in any way, written or implied. I/We understand and agree
that I/we are under no obligation, in any way, to repay any amount of the gift from AmeriDream, Inc. if used for the purchase of my/our
home.

Purchaser: Date:

Purchaser: Date:

AmeriDream, Inc., is a non-profit 501(c)(3), publicly supported organization founded in 1999 to provide down payment assistance to individuals
and families and helping them to become homeowners. To learn more about AmeriDream, please go to www.ameridream.org.

AmeriDream, Inc. 200 Professional Drive, Fourth Floor, Gaithersburg, MD 20879
‘ Phone: (866) 263-7437 Fax: (301) 977-9713 Website: www.ameridream.org Tax ID# 52-2145694





		AmeriDream Downpayment Gift Letter  




SEF: Seller Enrollment Form
Case Number:

I/We, ("Seller"), hereby enter into this agreement on 6/21/2008 with AmeriDream, Inc. ("AmeriDream") to administer the AmeriDream
Gift Program ("The Gift Program”) for the property known as (address) ,

AmeriDream is a charitable organization whose purpose is to promote homeownership in the United States. The above-named Seller
requests that the subject property be qualified as an enrolled home in The Gift Program, eligible to be purchased by a Homebuyer
utilizing The Gift Program. Seller's acceptance of the following condition shall qualify the subject property as an enrolled home in The
Gift Program, eligible to be purchased by a Homebuyer utilizing gift funds from that Program:

» Seller hereby accepts any financing, loan terms and loan programs that allow the buyer of Seller's property (the "Purchaser") to
utilize the down payment gift funds offered by AmeriDream.

In consideration of AmeriDream enrolling Seller's property in The Gift Program, Seller agrees to pay a Seller fee to AmeriDream, after
the successful completion of settlement/closing on the enrolled home, calculated as follows:

Seller Program Fee (1-10% of Purchase Price):
Seller Processing Fee:
Seller Service Fee (Program Fee + Processing Fee):

Seller understands and agrees that the fee will be used by AmeriDream to provide gifts to future home purchasers, and will not be used
toward any down payment or closing cost assistance to the purchaser of the enrolled home ("Homebuyer"). The gift funds received by
the Homebuyer from AmeriDream shall be paid from pre-existing AmeriDream funds.

Seller agrees to instruct the settlement/closing agent to withhold the fee from Seller's proceeds, and to forward said fee to AmeriDream,
after the successful completion of settlement/closing on the enrolled home. Seller understands that the settlement/closing agent will
immediately return to AmeriDream any gift funds in excess of those actually used by the Homebuyer for the purchase of the subject

property.

Seller understands that AmeriDream's fee may be tax deductible as a selling expense, depending upon Seller's personal
circumstances, and understands that AmeriDream recommends that Seller consult a tax advisor in this regard. Seller further
acknowledges that the AmeriDream fee is a fee for service, and is not a charitable contribution. No changes may be made to the
pre-printed text of this Agreement, without the prior written consent from AmeriDream.

Agreed and Accepted:

Seller: Date:

Seller: Date:

Purchaser's Name:

Agents:

e The SEF should be used as an addendum to the purchase contract

Lenders:
e Submit an online application, then FAX the signed SEF to (301) 977-9713
For Assistance Contact Customer Service: (866) 263-7437

Use our online application and check the status of your application at www.ameridream.org.

AmeriDream, Inc., is a non-profit 501(c)(3), publicly supported organization founded in 1999 to provide down payment assistance to individuals
and families and helping them to become homeowners. To learn more about AmeriDream, please go to www.ameridream.org.

AmeriDream, Inc. 200 Professional Drive, Fourth Floor, Gaithersburg, MD 20879
‘ Phone: (866) 263-7437 Fax: (301) 977-9713 Website: www.ameridream.org Tax ID# 52-2145694
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9455 E RAINTREE DRIVE, 1020 SCOTTSDALE
LADERA VISTA

» 2 Nice Bedrooms QUIET AND
» 2 Full Baths COMFORTABLE
L Located in a Family
» Dining Room Neighborhood. Close &
> L |V| ng Room Convenient to Schools,
) Shopping and Freeways.
» End Unit GORGEOUS END UNIT
Arizona Realty One Group »Smgle L evel FJFIQETST,:;(;%ETDH I,:_L
Lynn Petronella » Comm. Htd. Pool

480-430-3485 athlette@fastg.com FURNSHINGS
» 1 Car Garage

» 1 Car Carport $325,000

Finance Cnv Fxd Cnv Fxd Cnv Fxd This financing is designed to assist you in selecting the loan
Notes NEHEMIAH Noclosing  2/1buydwn program that most closely suits your budget.

% Down 0% 3% 0%

First Loan $325,000 $315,250 $325,000 Financing is shown for comparison only. This is not an offer of

credit or commitment to lend. Loans are subject to buyer/property

Term 30 Years 30 Years 30 Years qualification. Rates/fees are subject to change without notice.
Rate 6.000% 6.000% 4.000%
APR 6.756% 6.758% 6.488% ) ) -
Total Cash Required may include prepaids/impounds, not cash
P&l $1,949 $1,890 $1,552 reserves which may be required for some conventional loans.
2nd Loan N/A N/A N/A
Term N/A N/A N/A . .
Total Payment may include taxes, insurance & mortgage
Rate N/A N/A N/A insurance for some conventional and FHA loans when required.
Payment N/A N/A N/A
Dowh Payment $0 $9,750 $0 APR shown is for 1st loans only. 2nd loans do not include
Closing Cost Est $10,149 $9,951 $18,146 prepaid finance charges. A full disclosure of your closing costs,
Seller/Lender Pays $10,149 $9,951 $18,146 including the APR, will be provided when you select a financing
Total $ Required $0 $9.750 %0 program and negotiate the purchase of a home.
Total Payment $2,336 $2,271 $1,939

EENDE

THEMARK TVLORTEAM M ark Taylor, CMPS 602-361-0707  www.awesomer ates.com
] SECURITY Ranked 72nd in the nation by Mortgage Originator M agazine for 2006
MB 0905263




Feature1

Feature2

Feature2

Feature2

Feature2

Feature2

Feature2

Feature2

Feature2








FHA Mortgage Limits List - FHA Forward Page 1 of 1

Homes &
co mimun ities hud home page | search | privacy statement

US. DEPARTMENT OF HOUSING AND URBAM DEVELOPMEMT

FHA Mortgage Limits List - FHA Forward

Message: MORTGAGE LIMITS SUCCESSFULLY COMPLETED

SUCLESS

Mortgage maximums as of Tuesday June 10, 2008 @

1 records were selected, 1 records displayed.)

MSA Name MSA Code [[Division ||County Name ggggty State |[One-Family | Two-Family | Three-Family ([Four-Family ||Last Revised
PHOENIX-MESA-

SCOTTSDALE, AZ 138060 MARICOPA (013 AZ $346,250 $443,250 $535,800 $665,850 |03/05/2008
(MSA)

Selection criteria
Sorted by: County

State: AZ
County: maricopa
County Code:

MSA Name:

MSA Code:

Limit Type: FHA Forward
Last Revised:

The current basic standard mortgage limits for FHA insured loans are:
One-family ~ Two-family ~ Three-family  Four-family
FHA Forward $271,050.00 $347,000.00 $419,400.00 $521,250.00
HECM $200,160.00
Fannie/Freddie $417,000.00 $533,850.00  $645,300.00 $801,950.00

High cost area limits are subject to a ceiling based on a percent of the Freddie Mac Loan limits
The ceilings are currently:

One-family ~ Two-family  Three-family  Four-family
FHA Forward $729,750.00 $934,200.00 $1,129,250.00 $1,403,400.00
HECM $362,790.00
Fannie/Freddie ~ $729,750.00 $934,200.00 $1,129,250.00 $1,403,400.00

Section 214 of the National Housing Act provides that mortgage limits for Alaska, Guam, Hawaii, and the Virgin
Islands may be adjusted up to 150 percent of the new ceilings. This results in new ceilings for these areas of:

One-family ~ Two-family  Three-family ~ Four-family
FHA Forward ~ $1,094,625.00 $1,401,300.00 $1,693,875.00 $2,105,100.00
HECM $544,185.00
Fannie/Freddie  $1,094,625.00 $1,401,300.00 $1,693,875.00 $2,105,100.00

This is a listing of the FHA single family mortgage limits. This listing was downloaded from the Department's Computerized Home Underwriting
Management System. Since mortgage limits are updated constantly, please contact the Homeownership Center if you believe this information is in
error.

You may download the FHA Forward Limits, FHA HECM Limits, or Fannie/Freddie Limits as well as the file description for the data files.

<

[Previous]

https://entp.hud.gov/idapp/html/hicost1l.cfm 6/10/2008
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Sticky Note

remember max purchase price is based at 3% above this limit ie $356,600.  So if we say they are maxed at the FHA limit they cannot buy any home over the $356,600 amount without coming in with more than the 3% down... always call with questions 602~361~0707
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K/O
HHQHHH 2 U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
| £ WASHINGTON, DC 20410-8000
Y

ASSISTANT SECRETARY FOR HOUSING-
FEDERAL HOUSING COMMISSIONER

June 8, 2006

MORTGAGEE LETTER 2006 -14

TO: ALL APPROVED MORTGAGEES
SUBJECT:  Property Flipping Prohibition Amendment

On June 7, 2006, HUD published a final rule in the Federal Register amending regulations at
24 CFR 203.37a prohibiting property flipping in HUD’s single-family mortgage insurance
programs by providing additional exceptions to the time restrictions on sales. The rule and this
mortgagee letter become effective for mortgages endorsed for insurance on or after July 7, 2006.
This Mortgagee Letter also rescinds, in their entirety, Mortgagee Letters 2003-07 and 2005-05.

The additional categories of properties exempted from the time restrictions include sales of
properties by:

e State and Federally chartered financial Institutions and government-sponsored
enterprises (GSES) (e.g., Fannie Mae and Freddie Mac)
e Local and State government agencies
e Nonprofits approved to purchase HUD REO properties at a discount
http://mww.hud.gov/offices/hsg/sth/np/np_hoc.cfm
e Sales of properties within Presidentially-Declared Disaster Areas (upon FHA'’s
announcement of eligibility in a mortgagee letter specific to said disaster)

Prohibition on Property Flipping Described

Property flipping is a practice whereby a property is resold a short period of time after it is
purchased by the seller for a considerable profit with an artificially inflated value, often abetted by a
lender’s collusion with the appraiser. FHA’s policy prohibiting property flipping eliminates the
most egregious examples of predatory flips of properties within the FHA mortgage insurance
programs.

Overview of FHA’s Property Flipping Policy

FHA requires that: a) only owners of record may sell properties that will be financed using
FHA-insured mortgages; b) any resale of a property may not occur 90 or fewer days from the last
sale to be eligible for FHA financing; and c) that for resales that occur between 91 and 180 days
where the new sales price exceeds the previous sales price by 100 percent or more, FHA will
require additional documentation validating the property’s value. FHA also has flexibility to
examine and require additional evidence of appraised value when properties are re-sold within 12
months.

www.hud.gov espanol.hud.gov





Sale by Owner of Record

To be eligible for a mortgage insured by FHA, the property must be purchased from the
owner of record and the transaction may not involve any sale or assignment of the sales contract.
This requirement applies to all FHA purchase money mortgages regardless of the time between
resales.

The mortgage lender must obtain documentation verifying that the seller is the owner of
record and submit this to HUD as part of the insurance endorsement binder; it is to be placed behind
the appraisal on the left side of the case binder. This documentation may include, but is not limited
to, a property sales history report, a copy of the recorded deed from the seller, or other
documentation such as a copy of a property tax bill, title commitment or binder, demonstrating the
seller’s ownership of the property and the date it was acquired. Mortgagees participating in the
Lender Insurance program (see ML 2005-36) are to retain this documentation and provide it to FHA
upon request.

Resales Occurring 90 Days or Less Following Acquisition

If the owner sells a property within 90 days after the date of acquisition, that property is not
eligible security for a mortgage insured by FHA unless it falls within one of the exceptions to the
time restrictions on resales set forth in 8203.37a(c) of the regulations. FHA defines the seller’s date
of acquisition as the date of settlement on the seller’s purchase of that property. The resale date is
the date of execution of the sales contract by the buyer that will result in a mortgage to be insured by
FHA.

As an example, a property acquired by the seller is not eligible for a mortgage to be insured
for the buyer unless the seller has owned that property for at least 90 days. The seller must also be
the owner of record.

Resales Occurring Between 91 and 180 Days Following Acquisition

If the resale date is between 91 and 180 days following acquisition by the seller, the lender
is required to obtain a second appraisal made by another appraiser if the resale price is 100 percent
or more over the price paid by the seller when the property was acquired.

As an example, if a property is resold for $80,000 within six months of the seller’s
acquisition of that property for $40,000, the mortgage lender must obtain a second independent
appraisal supporting the $80,000 sales price. The mortgage lender may also provide documentation
showing the costs and extent of rehabilitation that went into the property resulting in the increased
value but must still obtain the second appraisal. The cost of the second appraisal may not be
charged to the homebuyer.

FHA also reserves the right to revise the resale percentage level at which this second
appraisal is required by publishing a notice in the Federal Register.






Resales Occurring Between 91 Days and 12 Months Following Acquisition

If the resale date is more than 90 days after the date of acquisition by the seller but before
the end of the twelfth month following the date of acquisition, FHA reserves the right to require
additional documentation from the lender to support the resale value if the resale price is 5 percent
or greater than the lowest sales price of the property during the preceding 12 months. At FHA’s
discretion, such documentation may include, but is not limited to, an appraisal from another
appraiser.

FHA will announce its determination to require the additional appraisal and other value
documentation, such as an automated valuation method (AVM), through a Federal Register
issuance. This requirement may be established either nationwide or on a regional basis, at FHA’s
discretion.

Exceptions to 90-day Restriction

The following sales are exempt from the time restrictions provided by §203.37a:

e Sales by HUD of its Real Estate Owned

e Sales by other United States Government agencies of single family properties pursuant
to programs operated by these agencies.

e Sales of properties by nonprofits approved to purchase HUD-owned single-family
properties at a discount with resale restrictions.

e Sales of properties that are acquired by the sellers by inheritance.

e Sales of properties purchased by employers or relocation agencies in connection with
relocations of employees.

e Sales of properties by state and federally charted financial institutions and Government
Sponsored Enterprises.

e Sales of properties by local and state government agencies.

e Upon FHA’s announcement of eligibility in a notice (i.e., ML), sales of properties
located in areas designated by the President as federal disaster areas, will be exempt
from the restrictions of the property-flipping rule. The notice will specify how long the
exception will be in effect and the specific disaster area affected.

Inapplicability of §203.37a to New Construction

The restrictions in 203.37a are not applicable to a builder selling a newly built home or
building a home for a homebuyer wishing to use FHA-insured financing.

Date of Property Acquisition Determined by the Appraiser

Mortgage lenders may rely on information provided by the appraiser in compliance with the
updated Standard Rule 1-5 of the Uniform Standards of Professional Appraisal Practice (USPAP).
This rule requires appraisers to analyze any prior sales of the subject property that occurred within
specific time periods, now set for the previous three years for one-to-four family residential
properties.





As a result, the information contained on the Uniform Residential Appraisal Report or other
applicable appraisal report form describing the Date, Price and Data for prior Sales is to include all
transactions for the subject property within three years of the date of the appraisal and the
comparable sales within 12 months of the date of the comparable sale. Appraisers are responsible
for considering and analyzing any prior sales of the property being appraised within three years of
the date of the appraisal and the comparables that are utilized within 12 months of the date of the
comparable sale.

Therefore, provided that the URAR completed by the appraiser shows the most recent sale
of the property to have occurred at least one year previously, no additional documentation is
required from the mortgage lender. The mortgage lender remains accountable for verifying that the
seller is the owner of record and may rely on information developed by the appraiser for this
purpose if provided. However, if the lender obtains conflicting information before loan settlement,
it must resolve the discrepancy and document the file accordingly.

If you have any questions regarding this Mortgagee Letter, please call 1-800-CALL-FHA.

- Sincerely,

Brian D. Montgomery

Assistant Secretary for Housing-
Federal Housing Commissioner
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Property Flipping Exemption Requests

If the seller meets the exemptions in Mortgagee Letter 2006-14 for state or federally chartered
financial institutions or government-sponsored entities, mail the following clear and legible
documents to my attention:

1. A cover sheet with your contact information, the case number and property address.
2. Preliminary report page indicating the “owner of record”.

3. Evidence the seller is a state or federally chartered financial institution, or a government
sponsored entity. (A charter is not the same as FDIC-insured.)

> State charter information can be found at the State’s website. (For the State of California,
it’s under Department of Financial Institutions)

» Federal charter information can be found at FDIC.gov, Consumer Resources, Bank Find.
» Evidence of government entities can be found on the entity’s website.
» Company subsidiary information can be found at the parent company’s website.
Packages sent via fax will not be processed.
Make sure the appraisal logging screen has been completed in the FHA Connection.

Someone will call you when the “property flipping waiver’ ‘No’ has been changed to a “Yes’ in
the appraisal logging screen in the FHA Connection. Your cooperation is most appreciated.

Thank you.

Sharon A. Moeller

Dept of HUD, 7th Floor
Federal Building

34 Civic Center Plaza

Santa Ana, CA 92701-4003

Telephone 714-796-1200, x3434






MLS LANGUAGE FOR LISTINGS

SELLER IS WILLING TO OFFER UP TO SIX MONTHS OF YOUR BUYERS NEW MORTGAGE PAYMENTS BE PAID
THROUGH A LOAN PROGRAM OFFERED BY SELLERS PREFERRED LENDER MARK TAYLOR 602-361-0707 PLEASE
CONTACT HIM TO SEE IF YOUR BUYER QUALIFIES FOR THIS PROGRAM BEFORE MAKING AN OFFER. YOU ARE
NOT REQUIRED TO CLOSE WITH PREFERRED LENDER

THE SELLER IS WILLING TO ACCEPT NEHEMIAH OFFERS ON THIS PROEPRTY BUT DUE TO HIGH FALLOUT SELLER
ASKS THAT THE BUYER BE QUALIFIED BY THEIR PREFERRED LENDER MARK TAYLOR 602-361-0707 BEFORE
MAKING AN OFFER YOU ARE NOT REQUIRED TO CLOSE WITH PREFERRED LENDER

THIS HOUSE QUALIFIES FOR A FHA 203K LOAN FOR REHABILITATION PLEASE HAVE YOUR BUYER CONTACT
SELLERS PREFERRED LENDER MARK TAYLOR 602-361-0707 BEFORE PRESENTING ANY OFFERS YOU ARE NOT
REQUIRED TO CLOSE WITH PREFERRED LENDER

CONTRACT LANGUAGE FOR MAKING OFFERS USING NEHEMIAH

COMPLETE CONTRACT AS IF BUYER IS PAYING EVERYTHING
ON PAGE SEVEN OF THE CONTRACT PUT THE FOLLOWING:

SELLER UNDERSTANDS THAT BUYERS ARE APPROVED FOR THE FHA NEHEMIAH PROGRAM AS SUCH THE
SELLER IS AWARE THAT THE BUYER IS NEEDING A TOTAL OF 6% OF THE AGREED SALES PRICE FOR
CONTRIBUTIONS TOWARDS THE BUYERS DOWN PAYMENT(3%) AND CLOSING COSTS (3%) AND AN
ADDITIONAL 5499 FEE TO NEHEMIAH (6% TOTAL PLUS 5499).

CONTRACT LANGUAGE FOR MAKING OFFERS USING AMERIDREAM

"This contract is contingent upon the purchaser(s) receiving a down payment gift from The AmeriDream
Program. AmeriDream’s service fee and the terms and conditions are outlined on the attached AmeriDream
Seller Enrollment Form (SEF).

The seller(s) agrees to pay % of the contract sales price plus a processing fee of to AmeriDream. The
Seller’s payment will be used to help future homebuyers with down payment gifts. This amount will be
deducted from the Seller’s proceeds at settlement.”
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Properties § ell Faster with a Renovation Mortgage

Our Quick and Easy Renovation Mortgages Cover Improvements That Help Properties Sell Promptly

If you have buyers who are interested in a home — but they're reluctant to make the purchase because they feel the property
needs home improvements — a Renovation Mortgage could help you complete the sale faster! That's because a Renovation
Mortgage enables BUYERS to roll the cost of improvements into their monthly mortgage payment — and build equity in their new
home immediately!

The Easiest Way to Pay for Home Improvements

A Renovation Mortgage is the easiest way for buyers to pay for home improvements — because they don't need two separate
loans, a second mortgage or a line of credit at higher interest rates.

Choose Your Contractor!

With a Renovation Mortgage, your buyers can use the specialized contractor of their choice to handle projects like these:
* Remodel/repair/update bathrooms and kitchens

* Replace windows and siding

e Upgrade heating and air conditioning

* Replace/upgrade carpet, tile, paint, wallpaper and much more, even a new pool!

Borrowers can get up to $35,000
Investors can get up to $25,000

FOR MORE EXTNESIVE REPAIRS CALL. ..

MARK TAYLOR

2007 Loan Officer of the Year

602.361.0707
P SECURITY MORTGAGE
R=SIC O R P ORATI ON SEE HOW THE

@ Offices Valleywide LOAN WORKS . . .
BK #0905263
© Mark Taylor Markefing LLC wWww.awesomerates.com





Consumers-Primary Residence

® Pick the home you want
e Get a contractor bid for the work to be done to make home habitable

* Have appraiser complete findings subject to work complete

As long as the loan required meets FHA lending guidlines of 97% project will be approved
e Compete contract/offer with a 45-60 day close of escrow
* Upon close of escrow work starts

® Once work is completed move into your newly renovated home

Investors

* Need a 680+ fico

* Need 6 months reserves

® 20% down of purchase price plus cost of renovation
® Home can be sold 180 days after aquisition

® 2% seller paid closing cost can be rolled into loan

MARK TAYLOR

2007 Loan Officer of the Year

602.361.0707
I SECURITY MORTGAGE

Offices Valleywide
www.awesomerates.com






The Nehemiah Program® Helping People Become Homeowners
Customer Service 877.634.3642 Fax 916.326.5428 www.getdownpayment.com

Gift Letter

Dear Homebuyer:

Congratulations on your successful completion of the requirements necessary for the purchase of your new
home. We recognize that buying a home can be challenging, and we commend you on what you have already
achieved in the home-buying process.

Once Nehemiah Corporation of America, a non-profit organization, has received a signed copy of this letter
and other necessary documentation, Nehemiah will wire Gift Funds to the closing office in the amount of

$ 7800 which represents between one percent (1%) and six percent (6%) of the final contract
sales price or a Flat Gift Amount (not to exceed 6% of the final contract sales price) to assist you with the
purchase of your new home.

I/We, the undersigned homebuyer(s), have completed the necessary requirements that qualify me/us for
downpayment and closing cost assistance toward the purchase of a Nehemiah Program® Participating Home.
I/We understand that my/our ability to receive downpayment assistance from The Nehemiah Program® is
subject to the availability of funds, that these funds are a gift, and that Nehemiah is not obligated to provide
these funds to me/us.

I/'We, the undersigned homebuyer(s), understand the closing agent or escrow officer will use the Nehemiah
Gift Funds for downpayment and closing costs toward the purchase of the property located at

,in (city), (county),
(state), (zip code). I/We acknowledge and understand that the escrow instructions may call for a
release of the Gift Funds and may contain provisions regarding disbursement of funds in the event the
escrow/closing is terminated. I/We understand that in the event I/We are unsuccessful in obtaining a loan or
the loan does not close within three-business days from the date the closing office receives the Gift Funds, the
closing office will return the Gift Funds to Nehemiah without recourse.

I/We, the undersigned homebuyer(s), understand the Gift Funds given to me/us were not made available to
Nehemiah from any person or entity with an interest in the sale of the property including the seller, real estate
agent or broker, homebuilder, mortgage originator, or any entity associated with the aforementioned.

I/We, the undersigned homebuyer(s), also understand that I/we am/are under no obligation whatsoever to
repay any amount of the downpayment assistance received from Nehemiah Corporation of California, a non-
profit organization, for the purchase of my/our home.

Homebuyer Signature Print Name Date

Homebuyer Signature Print Name Date

President and Chief Executive Officer

Revised: October 2007 Nehemiah Corporation of America
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The Nehemiah Program® Helping People Become Homeowners
Customer Service 877.634.3642 www.getdownpayment.com

Participating Home Agreement

Dear Home Seller:

You are being presented with the opportunity to sell your home utilizing The Nehemiah Program®. The
Nehemiah Program is the nation’s largest privately funded downpayment assistance program, helping
thousands of people achieve their dream of homeownership. Nehemiah Corporation of America “Nehemiah,”
one of America’s largest and most respected community development corporations, administers The
Nehemiah Program. The Nehemiah Program provides gift funds to qualified homebuyers who purchase
participating homes using an eligible loan program, such as a Federal Housing Administration (FHA) loan.

By signing below, you are qualifying your home to participate in The Nehemiah Program as a “Participating
Home.” This means your home is eligible for purchase by a homebuyer receiving downpayment assistance
through The Nehemiah Program.

You the Seller(s) are also agreeing to make a contribution to the Nehemiah Corporation of America. Please
understand that you are only committed to make a contribution if a homebuyer utilizing The Nehemiah
Program purchases your home. The contribution you make to Nehemiah represents between one percent (1%)
and six percent (6%) of the final contract sales price or a flat gift amount (not to exceed 6% of the final contract
sales price).

You are also agreeing to pay a processing fee to the Nehemiah Corporation of America:

4 2

s 7800 . s 499 . 48299
Contribution Amount Processing Fee Total Amount Due To
(1-6% Shown in dollars) Nehemiah Corporation

of America

Note: You are only committed to pay the above contribution and fee if a homebuyer utilizes The
Nehemiah Program to purchase your home.

You are agreeing to instruct and authorize the escrow officer or closing agent to return the Nehemiah gift
funds to Nehemiah if the homebuyer is unsuccessful in obtaining a loan or the loan does not close within
three-business days from the date Nehemiah’s downpayment assistance funds are deposited to escrow or
with the closing agent. You understand that you are not obligated to make the contribution if the
escrow/closing is terminated.

I/'WE AGREE TO QUALIFY OUR HOME LOCATED AT ,
in (city), (county), (state) as a Participating Home
under The Nehemiah Program subject to all the terms and requirements set forth above.

Seller Signature Print Name Date

Seller Signature Print Name Date

Note to Real Estate Agent: We recommend you include the following language in the purchase and sale
agreement: The seller is aware that the homebuyer is receiving downpayment assistance through The
Nehemiah Program as set forth in the related Participating Home Agreement.

Revised: October 2007 Nehemiah Corporation of America
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Community Outreach

Nehemiah's Charitable Model

The Vision of Nehemiah Corporation of America states “Nehemiah serves as a catalyst for
economic empowerment and wealth creation by expanding opportunities for responsible
homeownership, affordable housing and community revitalization.”

The Nehemiah Program® is the vehicle by which Nehemiah provides opportunities for
low- and moderate-income homebuyers to achieve homeownership. However, as its
Vision Statement indicates, its charitable activities are more expansive than just down
payment assistance, it also provides opportunities for economic empowerment and
community revitalization.

As of February 12, 2008, Nehemiah Corporation of America, through its down
payment assistance program has helped over 250,000 families and individuals become
homeowners. The average family income of those participating in The Nehemiah
Program since its inception is less than $51,500 per year. Of significant note is the fact that
The Nehemiah Program has been a very important means by which minorities, women
and single parents have been able to achieve homeownership. For example, although
the aggregate national homeownership rate is approximately 75%, the homeownership
rate for African-Americans and Hispanic-Americans lags far behind at 46%. Of the more
than 250,000 families that have been helped by The Nehemiah Program, 38% (or, over
95,000 homebuyers) represent minority-headed households. Furthermore, Nehemiah
has helped nearly 80,000 women-headed families to become homeowners.

Achieving homeownership only tells a part of the story. In 2004, the Milken
Institute conducted a study entitled “Expanding Affordable Homeownership with Private
Capital - A Study of the Nehemiah Down Payment Assistance Program.” Milken Institute
researchers found that the Nehemiah Down Payment Assistance Program has become a
vital economic tool for helping low- to moderate-income families reach that dream and
become homeowners. This study found: The positive fiscal impacts created by Nehemiah
Down Payment Assistance Program (DAP) recipients are in the hundreds of millions of
dollars;

The gift of financial capital in the form of down payment assistance has
catalyzed the creation of three types of capital essential to any society -
economic, social and cultural - for a very modest median amount of $3,957 per
beneficiary. These benefits extend to city, county and state governments by
directly increasing revenues to those entities.

The down payment assistance program helps bridge the “affordability gap”
among low- to moderate-income households who otherwise would not be
able to own a home.






"..The
Nehemiah
Program
added more
than 5287
million to
municipal
and county
tax

receipts..."

The Milken Institute found great equity gains for the modest
$3,957 investment gifted to each family. Nationally, over 115,000 families
assisted by Nehemiah experienced an aggregate home equity increase of over
$2 billion between fiscal years 1997 - 2003 — an average of more than $18,000
per household in six years. Nehemiah homeowners in the six cities studied
gained over $602 million in home equity in six years. Hispanic families in
these six cities experienced an average equity increase of $12,000, and African-
American families saw their home equities rise by an average of $7,200.

According to the Milken Institute study, The Nehemiah Program
added more than $287 million to municipal and county tax receipts in the six
markets surveyed. Nehemiah’s DAP transformed renters into homeowners,
creating tax revenue that otherwise would not have been generated. The study
validates that homeownership is an essential element for enlarging the tax
base in cities and counties.

The Milken Study concluded, “The results of our statistical and empirical
analyses strongly support one another. Homeownership is a pathway
toward financial independence and provides an important opportunity for
low-andmoderate-income householdstoaccumulate economicresources that
empower individual families while simultaneously improving neighborhood
stability and community development. Increasing homeownership rates also
contribute to the overall health and economic stability of local governments.
The analysis reveals that the fiscal impacts resulting from the total share of
local property taxes paid by Nehemiah DAP beneficiaries were substantial and
effective in helping local governments achieve fiscal balance”

As Nehemiah'’s Vision Statement describes, the charitable model is more
expansive than down payment assistance. The down payment assistance fee
revenue generated by The Nehemiah Program not only funds its own cost of
operations, but is also used to fund the programs operated by Nehemiah’s
affiliated nonprofit corporations. Nehemiah Corporation of America is
affiliated with Nehemiah Progressive Housing Development Corporation,
Nehemiah Community Foundation, Nehemiah Community Reinvestment
Fund and Nehemiah Urban Land Trust.

Although each of these are separate 501(c)(3) corporations, they share the
same board of directors as Nehemiah Corporation of America. Further these
corporations have no employees. Nehemiah Corporation of America provides
all of the staffing and administrative support for each of these organizations.
Although each of these organizations obtain some funding from outside
parties, the vast majority of their operating funds and lending capital come
from revenues generated by Nehemiah’s down payment assistance program.






NCF has
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nonprofit
organiza-
tions across

the nation

The following illustrates the types of programming carried
out by each of Nehemiah’s affiliated non-profit corporations.
(Please see statement of Community Development Impacts for further detail)

Nehemiah Community Foundation

In 2000, the Nehemiah Community Foundation (NCF) was formed
as a federally tax-exempt 501(c)(3) affiliate of Nehemiah Corporation of
America (NCA). NCF’s mission is to provide grants and, occasionally, limited
technical assistance to community-based nonprofit organizations serving
very low, low and moderate-income persons with programs that focus on
affordable housing and neighborhood revitalization, education and economic
development. Since its inception, NCF has received over $5 million in funding
from NCA.

Each year, NCF receives over 400 funding requests. Of these
requests, NCF historically has made an average of 100 program grants and
special event sponsorships per year to help nonprofits throughout the United
States. Since its founding, NCF has contributed nearly $5 million to nonprofit
organizations across the nation. Additionally, NCF has contributed $246,000
in college scholarships to 66 academically superior and ethnically diverse,
low-income students who have graduated from high schools in Sacramento
County. NCF also donated office space to the California Hispanic Chamber of
Commerce valued at more than $60,000. NCF has provided technical assistance
in the areas of fundraising, grantmaking, housing and community development
to such local and national nonprofits as: the United States Conference of Mayors,
the National Association of Counties, the Independent Sector, the Sacramento
Chapter of the NAACP, Sacramento Black Chamber of Commerce, Sacramento
Asian-Pacific Chamber of Commerce, and the Sacramento Region Community
Foundation. Examples of nonprofit organizations that have received NCF
contributions during the past five years include:

Habitat for Humanity (National)
NCF’s $1 million grant to Habitat for Humanity helped to support
Habitat's “sweat-equity” construction of single-family homes for
very low-to low-income families throughout the nation during a
four-year period.

HomeAid America (National)
NCF’s $750,000 three-year grant to HomeAid America provided
support to the construction of shelter and transitional housing for
homeless families across the U.S.






Rebuilding Together (Sacramento, CA and Dallas, TX)

NCF has provided a total of $23,500 to sponsor Rebuilding
Together’s annual “Rebuild Day” (formerly, “Christmas in April”)
events in 2003, 2004, 2005, 2006 and 2007. NCF's grants have
helped to pay for repairs and other structural and aesthetic
improvements on single-family homes for the elderly, disabled and
impoverished families with children to ensure their health, safety,
and welfare, while promoting independence and managing their
own future. Each year, volunteers from Nehemiah's local staff join
volunteersfromothercompaniestorenovateentire blocksofhomesin
low-income neighborhoods.

North Coast Community Homes (Cleveland, OH)
NCF’s $5,000 grant to North Coast Community Homes (NCCH) helped
to support the work of Ohio’s largest private nonprofit developer
of special needs affordable housing for mentally ill and disabled
populations. Since its beginning in 1984, NCCH has developed
151 properties—94 of which are owned and operated by NCCH.

East Harbor Community Development Corporation (Baltimore, MD)
NCF's $15,000 grant to East Harbor Community Development
Corporation (EHCDC) is helping the largest private nonprofit
Individual Development Account (IDA) program in the State of
Maryland to participate in Flag House Courts, a Hope 6 federally

. p subsidized mixed-income program that will construct over 300 units

Neheml(]h S of affordable and market-rate single-family homes and rental units.

OCI/ IS tO EHCDC will use $150,000 of its current IDA funds (including NCF’s
g grant) to secure matching funds from other donors in order to help
broaden the local low-income residents purchase their first homes in this new
0 tIOI’)S fOI’ development.
p United College Action Network - U-CAN! (Sacramento, CA)
mlnonty U-CAN! is a 501(c)(3) nonprofit organization that provides
leadership, services and assistance to high school students who wish
students TSP, services onse
: togainenrollmentinafour-year HBCU, Historically Black Collegesand
from various Universities. Since 1988, U-CAN! has served more than 25,000

students. Additionally, since 1999, U-CAN! has acquired more than

backgrounds
and broken Nehemiah's goal is to broaden the options for minority students

$20 million in scholarship monies on behalf of U-CAN! students.

from various backgrounds and broken homes who never thought
hOm es... they had a chance at furthering their academic goals.
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Extreme Makeover: Home Edition Episode (Nationwide)
In 2005, Nehemiah was featured on the season finale of Extreme
Makeover: Home Edition (EMHE). The EMHE design team built a
new home for the family of Lori Piestewa, a fallen Native American
solider killed in Iraqg, on land that was donated by Nehemiah. EMHE
also constructed a center for Native American military veterans.

Faith Based Ministry

In 1998, Nehemiah Urban Ministry, Inc. was formed as a federally
tax-exempt 501(c)(3) affiliate of Nehemiah Corporation of America. In 2002,
the programs previously operated by Nehemiah Urban Ministry, Inc. were
integrated into Nehemiah Community Foundation under the program name
of Nehemiah Urban Ministry Initiative (NUMI). The mission of NUMI is to
transform people and places through Christian community development and
hands-on urban ministry.

NUMI’s flagship program is its Spencer W. Perkins Fellowship
that was named in honor of a nationally known leader who devoted his life
to racial reconciliation and Christian community development. NUMI's
Spencer W. Perkins Fellowship started in 1999 to provide summer fellowships
to undergraduate college students enabling them to volunteer with
faith-based community organizations that have programs ranging from
affordable housingand community development, toyouthmentoring, religious
education and spiritual counseling. NUMI's Perkins Fellows provided
badly needed skilled volunteer assistance to faith-based nonprofits with
limited financial and human resources. In return, our Perkins Fellows gained
valuable extracurricular experience that will ultimately enhance their
professional work in fields ranging from education to economics. Our
PerkinsFellowswereawardedscholarshipsof$3,000eachtohelpthemwiththeir
college education expenses. This program has placed and sponsored
82 college students in fellowships at 23 Christian ministries and community
service organizations in 12 states across the nation.

Other NUMI programs include the:

Nehemiah Family of Charities that conducts a year-round
workplace fundraising campaign among Nehemiah’s employees
that has generated a total of $10,000 in donations for 12 Sacra-
mento area charities ranging from Loaves and Fishes (that provides
temporary housing, food and educational/counseling services for
homeless persons) to the Sacramento Boys and Girls Club.
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Adopt-A-Family program that has provided a total of $10,000 in
food, toys and other gifts to 19 low-income families in Sacramento
County during the past four Christmas holidays.

The former Nehemiah Compassion Grants program that
over a two-year period starting in 2004, provided $7,000 to
faith-based and community service nonprofit organizations in
Sacramento County that had emergency and other program
needs that fell outside the scope of the Nehemiah Community
Foundation. Nehemiah Compassion Grant recipients included
organizations such as the Christ Temple Youth Program and Voice
Empowered Technology Organization.

Faith-Based Homeownership Initiative in which NUMI
partnered with the national Christian Community Develop-
ment Association (CCDA), a 600-member association headquar-
tered in Chicago. NUMI's Faith-Based Homeownership Initiative
provided homeownership educationto CCDA-memberfaith-based
organizations seeking to help their low-to moderate-income
parishioners to become homeowners.

Since its inception, NUMI has received $760,000 in funding from Nehemiah
Corporation of America.

Nehemiah Community Reinvestment Fund

The mission of Nehemiah Community Reinvestment Fund (NCRF), a 501(c)(3)
nonprofit community development financial institution, is to provide
affordable lending capital and technical assistance to organizations working
to revitalize low-income neighborhoods and provide housing, services and
jobs to underserved people throughout the United States.

Since 2000, NCRF has generated nearly $63.7 million in loans and
investments (including nearly $33 million made with Nehemiah's capital)
resulting in the creation of more than 4 million square feet of commercial and
community facilities space, more than 4,500 housing units, and the creation or
preservation of nearly 13,000 permanent and temporary jobs. By leveraging
its assets, NCRF loans and investments have produced nearly $880 million in
projects to spur development in low-income and underserved communities.
NCRF has worked extensively in California and is expanding its community
development lending activity into other states such as: Arkansas, Arizona,
Michigan, Nevada, Louisiana, Mississippi, and Florida.
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Additionally, NCRF developed the Nehemiah Sacramento Valley Fund to
combat the negative effects of rapid population growth and to enhance
the economic competitiveness and overall quality of life in the six-county
Sacramento region and the cities of Lodi, Stockton and Modesto.
By investing in real estate projects located in overlooked urban areas, the
Nehemiah Sacramento Valley Fund spurs the creation of high quality,
urban-scale in-fill development and adaptive re-use of mixed use and
mixed-income housing, commercial, and industrial projects. Nehemiah paid
nearly $1 million in development and start-up costs, and raised nearly $30
million from investors to capitalize this private real estate-based equity fund
that is only the third such fund to be established in California. In addition
to funding the start-up costs, Nehemiah is a $3 million investor in this fund.
The Genesis LA Fund was the first private real estate based equity fund
focused on double bottom line investing in California. Nehemiah Community
Reinvestment Fund is a $5 million investor in this fund as well.

(Please see statement of Community Development Impacts for further detail)

Nehemiah Progressive Housing
Development Corporation

This 501(c)(3) nonprofit community development organization developed
affordable housing for low-income families and seniors. Nehemiah was
the managing partner in ten housing developments totaling 1,380 units
throughout California. These facilities offer attractive, safe and affordable
living for nearly 2,400 individuals and families with very limited income.

Nehemiah Urban Land Trust (NULT)

This former 501(c)(3) nonprofit community development program was
designed to support the work of nonprofit human service providers to
meet the housing and social service needs of people with special needs by
providing financially affordable housing for the groups’ clients. Over a period
of several years, working with organizations in Sacramento as well as
Indianapolis, NULT purchased two properties for use as special needs
housing and leased them at below-market rates to nonprofit organizations
workingwithspecialneedspopulations.InSacramento, thefacilityprovidedsafe,
decent housing for very low-income people receiving counseling and
rehabilitation for substance abuse as an alternative to serving jail time.
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By diverting people from the criminal justice system, this program saved
hundreds of thousands of dollars of public money every year. In
Indianapolis, the facility was to serve as a group home for youth who had
aged-out of the foster care system and needed help transitioning to
independent living. Bottom line, this program rescued disadvantaged youth
from homelessness.

Nehemiah decided to end this program because its research concluded that
the Nehemiah Community Reinvestment Fund could more cost-effectively
serve a greater number of nonprofit special needs housing developers by
making affordable loans to them to help finance their purchase of needed
properties.

Many nonprofit special needs housing providers have realized that they can
better serve their clients and create long-term financial stability for their
organizations by becoming property owners instead of renters.

Nehemiah Corporation of America’s Response to the Hurricanes
of 2005 - Finally, Nehemiah Corporation of America and its affiliate nonprofit
corporations created a $1.6 million comprehensive commitment to families
and communities victimized by the Hurricanes of 2005.

This commitment includes:

$1 million in NCRF lending capital available for affected
regions;

$100,000 NCF grant awarded in October 2005 to the National
Urban League’s Hurricane Katrina Response Fund;

$50,000 NCF grant to rebuild the Lopez family home that was
destroyed in Biloxi, MS and was featured on the November 23,
2005 CBS-TV Early Show’s “Week of Wishes”; and,

$400,000 in Nehemiah Program’s fees to be waived for
homeownership downpayment gift transactions that will assist
1,000 low- to moderate-income families in the affected regions.

The comprehensive response to the victims of the Hurricanes of 2005
illustrates how Nehemiah Corporation of America is interconnected with the
charitable programs of its affiliated nonprofit corporations.






Community Development Impacts

Borrower Investment / Community Housing Jobs Org Clients Total
Loan Amount Facility / Units Created or | Served by Project Costs
Commercial SF Preserved Project
Antioch Church $12,000,000 65,000 - 252 900 $12,000,000
CS 65/ Township 9 $7,845,000 954,724 2,374 3,168 10,000 $150,000,000
Kynship $77,213 3,500 - 5 6 $250,000
St. Hope $1,070,000 16,244 12 45 18 $4,000,000
OCHI $270,000 - 4 28 18 $1,300,000
Neighborhood Partners $500,000 - 53 188 53 $9,500,000
Kenesset Israel Torah Center $220,000 3,000 - 30 300 $1,528,600
New Morning Youth & $495,000 3,000 12 48 350 $2,287,000
Family Services
0ld Pueblo $400,000 - 4 12 16 $566,612
Community Foundation
Stewart Street Partners $940,000 - 42 182 100 $9,197,975
Community Development $100,000 - - 2 25 $100,000
Corporation of Oakland
Stockton Community Land Trust $257,400 - 1 5 4 $288,370
Jefferson County Community $100,000 - 32 69 80 $3,200,000
Development Corporation
Placer Women'’s Center $1,000,000 12,526 44 63 520 $3,012,545
DBA PEACE for Families
Central Detroit Christian Commu- $94,500 - 2 2 8 $117,455
nity Development Corporation
Avalon Housing Inc. (Third Street) $246,075 - 6 20 10 $971,325
Avalon Housing Inc. (Broadway) $249,975 - 4 15 1 $725,000
Community Housing $375,000 - 10 118 40 $5,459,738
Development Corporation of
North Richmond (Nevin Court)
River Oak Center for Children $3,000,000 25,000 - 126 882 $6,000,000
Stocktonians Taking Action to $217,100 1 1 3 $240,000
Neutralize Drugs
(Time Square Lane)
Stocktonians Taking Action to $205,000 1 1 3 $234,095
Neutralize Drugs (Sea Ranch Court)
Total Loans $29,662,263 1,082,994 2,602 4,382 13,347 $210,978,715
Loans Leverage Ratio 7.1
Investments
Sac Valley Fund $3,000,000 100,000 1,597 3,998 $195,363,435
Genesis LA $5,000,000 2,832,042 320 4,588 $472,511,424
Total Investments $8,000,000 2,932,042 1,917 8,586 $667,874,859
Investments Leverage Ratio 83.48
Grand Total Loans & Investments $37,662,263 4,015,036 4,519 12,969 13,347 $878,853,574
Grand Total Leverage Ratio 2334

Nehemiah Community Reinvestment Fund — As of 1/11/08
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A key benefit of selling a home using The Nehemiah
Program® is an expanded pool of buyers and increased
property exposure. Listing your participating properties on
NLS® will enhance your consumer outreach, exposing your
properties to potential buyers looking for homes that can
be purchased with gift funds from Nehemiah. Remember,
through Nehemiah's extensive outreach efforts and positive
media exposure, thousands of consumers visit our site daily
looking for a home!

To place your listings on this site you need to first register
by creating a user profile including complete contact
information. To register for The Nehemiah Listing
System®, please click here.
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What's New

Mortgage insurance premiums. You may be
able to take an itemized deduction for mortgage
insurance premiums paid or accrued during
2007. For more information, see Mortgage In-
surance Premiums.

Limit on itemized deductions. Certain item-
ized deductions (including taxes and home
mortgage interest) are limited if your adjusted
gross income is more than $156,400 ($78,200 if
you are married filing separately). For more in-
formation, see the Instructions for Schedule A
(Form 1040).

Rules for Cooperatives. If you own a cooper-
ative apartment special rules apply to you, see
Special Rules for Cooperatives.

Reminders

Photographs of missing children. The Inter-
nal Revenue Service is a proud partner with the
National Center for Missing and Exploited Chil-
dren. Photographs of missing children selected
by the Center may appear in this publication on
pages that would otherwise be blank. You can
help bring these children home by looking at the
photographs and calling 1-800-THE-LOST
(1-800-843-5678) if you recognize a child.

Introduction

This publication provides tax information for
first-time homeowners. Your first home may be
a house, condominium, cooperative apartment,
mobile home, houseboat, or house trailer.

The following topics are explained.





e How you treat items such as settlement
and closing costs, real estate taxes, sales
taxes, home mortgage interest, and re-
pairs.

e What you can and cannot deduct on your
tax return.

e The tax credit you can claim if you re-
ceived a mortgage credit certificate when
you bought your home.

e Why you should keep track of adjustments
to the basis of your home. (Your home’s
basis generally is what it costs; adjust-
ments include the cost of any improve-
ments you might make.)

e What records you should keep as proof of
the basis and adjusted basis.

Comments and suggestions. We welcome
your comments about this publication and your
suggestions for future editions.

You can write to us at the following address:

Internal Revenue Service

Individual Forms and Publications Branch
SE:W:CAR:MP:T:I

1111 Constitution Ave. NW, IR-6526
Washington, DC 20224

We respond to many letters by telephone.
Therefore, it would be helpful if you would in-
clude your daytime phone number, including the
area code, in your correspondence.

You can email us at *taxforms@irs.gov. (The
asterisk must be included in the address.)
Please put “Publications Comment” on the sub-
ject line. Although we cannot respond individu-
ally to each email, we do appreciate your
feedback and will consider your comments as
we revise our tax products.

Ordering forms and publications. Visit
www.irs.gov/formspubs to download forms and
publications, call 1-800-829-3676, or write to the
address below and receive a response within 10
days after your request is received.

National Distribution Center
P.O. Box 8903
Bloomington, IL 61702-8903

Tax questions. If you have a tax question,
check the information available on www.irs.gov
or call 1-800-829-1040. We cannot answer tax
questions sent to either of the above addresses.

Useful Items
You may want to see:

Publication

1 523 Selling Your Home

1 527 Residential Rental Property

[J 547 Casualties, Disasters, and Thefts
J 551 Basis of Assets

1 555 Community Property

[J 587 Business Use of Your Home

1 936 Home Mortgage Interest Deduction

Form (and Instructions)
1 8396 Mortgage Interest Credit
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(1 8859 District of Columbia First-Time
Homebuyer Credit
See How To Get Tax Help, near the end of
this publication, for information about getting
publications and forms.

What You Can and
Cannot Deduct

To deduct expenses of owning a home, you
must file Form 1040 and itemize your deduc-
tions on Schedule A (Form 1040). If you itemize,
you cannot take the standard deduction.

This section explains what expenses you
can deduct as a homeowner. It also points out
expenses that you cannot deduct. There are
four primary discussions: real estate taxes,
sales taxes, home mortgage interest, and mort-
gage insurance premiums. Generally, your real
estate taxes, home mortgage interest, and mort-
gage insurance premiums are included in your
house payment.

Your house payment. If you took out a mort-
gage (loan) to finance the purchase of your
home, you probably have to make monthly
house payments. Your house payment may in-
clude several costs of owning a home. The only
costs you can deduct are real estate taxes actu-
ally paid to the taxing authority, interest that
qualifies as home mortgage interest, and mort-
gage insurance premiums. These are discussed
in more detail later.

Here are some expenses, which may be
included in your house payment, that cannot be
deducted.

® Fire or homeowner's insurance premiums.

e The amount applied to reduce the princi-
pal of the mortgage.

Minister’s or military housing allowance. If
you are a minister or a member of the uniformed
services and receive a housing allowance that is
not taxable, you still can deduct your real estate
taxes and your home mortgage interest. You do
not have to reduce your deductions by your
nontaxable allowance.

Nondeductible payments. You cannot de-
duct any of the following items.

e |nsurance (other than mortgage insurance
premiums), including fire and comprehen-
sive coverage, and title insurance.

e \Wages you pay for domestic help.
e Depreciation.

e The cost of utilities, such as gas, electric-
ity, or water.

e Most settlement costs. See Settlement or
closing costs under Cost as Basis, later,
for more information.

e Forfeited deposits, down payments, or
earnest money.

Real Estate Taxes

Most state and local governments charge an
annual tax on the value of real property. This is
called a real estate tax. You can deduct the tax if
it is based on the assessed value of the real

property and the taxing authority charges a uni-
form rate on all property in its jurisdiction. The
tax must be for the welfare of the general public
and not be a payment for a special privilege
granted or service rendered to you.

Deductible Real Estate Taxes

You can deduct real estate taxes imposed on
you. You must have paid them either at settle-
ment or closing, or to a taxing authority (either
directly or through an escrow account) during
the year. If you own a cooperative apartment,
see Special Rules for Cooperatives, later.

Where to deduct real estate taxes. Enter the
amount of your deductible real estate taxes on
Schedule A (Form 1040), line 6.

Real estate taxes paid at settlement or clos-
ing. Real estate taxes are generally divided so
that you and the seller each pay taxes for the
part of the property tax year you owned the
home. Your share of these taxes is fully deducti-
ble, if you itemize your deductions.

Division of real estate taxes. For federal
income tax purposes, the seller is treated as
paying the property taxes up to, but not includ-
ing, the date of sale. You (the buyer) are treated
as paying the taxes beginning with the date of
sale. This applies regardless of the lien dates
under local law. Generally, this information is
included on the settlement statement you get at
closing.

You and the seller each are considered to
have paid your own share of the taxes, even if
one or the other paid the entire amount. You
each can deduct your own share, if you itemize
deductions, for the year the property is sold.

Example. You bought your home on Sep-
tember 1. The property tax year (the period to
which the tax relates) in your area is the calen-
dar year. The tax for the year was $730 and was
due and paid by the seller on August 15.

You owned your new home during the prop-
erty tax year for 122 days (September 1 to De-
cember 31, including your date of purchase).
You figure your deduction for real estate taxes
on your home as follows.

1. Enter the total real estate taxes for

the real property tax year . . .. ... $730
2. Enter the number of days in the

property tax year that you owned the

property . . ...... ... ... ... 122

. Divideline2by365 .......... 3342

4. Multiply line 1 by line 3. This is your

deduction. Enter it on Schedule A

(Form 1040), line6 . .. ........ $244

You can deduct $244 on your return for the
year if you itemize your deductions. You are
considered to have paid this amount and can
deduct it on your return even if, under the con-
tract, you did not have to reimburse the seller.

Delinquent taxes. Delinquent taxes are un-
paid taxes that were imposed on the seller for an
earlier tax year. If you agree to pay delinquent
taxes when you buy your home, you cannot
deduct them. You treat them as part of the cost
of your home. See Real estate taxes, later,
under Basis.

Escrow accounts. Many monthly house pay-
ments include an amount placed in escrow (put
in the care of a third party) for real estate taxes.
You may not be able to deduct the total you pay
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into the escrow account. You can deduct only
the real estate taxes that the lender actually paid
from escrow to the taxing authority. Your real
estate tax bill will show this amount.

Refund or rebate of real estate taxes. If you
receive a refund or rebate of real estate taxes
this year for amounts you paid this year, you
must reduce your real estate tax deduction by
the amount refunded to you. If the refund or
rebate was for real estate taxes paid for a prior
year, you may have to include some or all of the
refund in your income. For more information,
see Recoveries in Publication 525, Taxable and
Nontaxable Income.

Items You Cannot Deduct
as Real Estate Taxes

The following items are not deductible as real
estate taxes.

Charges for services. An itemized charge for
services to specific property or people is not a
tax, even if the charge is paid to the taxing
authority. You cannot deduct the charge as a
real estate tax if it is:

e A unit fee for the delivery of a service
(such as a $5 fee charged for every 1,000
gallons of water you use),

e A periodic charge for a residential service
(such as a $20 per month or $240 annual
fee charged for trash collection), or

e A flat fee charged for a single service pro-
vided by your local government (such as a
$30 charge for mowing your lawn because
it had grown higher than permitted under a

local ordinance).
bill to decide if any nondeductible item-
LD jzed charges, such as those listed
above, are included in the bill. If your taxing
authority (or lender) does not furnish you a copy
of your real estate tax bill, ask for it.

You must look at your real estate tax

Assessments for local benefits. You cannot
deduct amounts you pay for local benefits that
tend to increase the value of your property. Lo-
cal benefits include the construction of streets,
sidewalks, or water and sewer systems. You
must add these amounts to the basis of your
property.

You can, however, deduct assessments (or
taxes) for local benefits if they are for mainte-
nance, repair, or interest charges related to
those benefits. An example is a charge to repair
an existing sidewalk and any interest included in
that charge.

If only a part of the assessment is for mainte-
nance, repair, or interest charges, you must be
able to show the amount of that part to claim the
deduction. If you cannot show what part of the
assessment is for maintenance, repair, or inter-
est charges, you cannot deduct any of it.

An assessment for a local benefit may be
listed as an item in your real estate tax bill. If so,
use the rules in this section to find how much of
it, if any, you can deduct.

Transfer taxes (or stamp taxes). You cannot
deduct transfer taxes and similar taxes and
charges on the sale of a personal home. If you
are the buyer and you pay them, include them in
the cost basis of the property. If you are the
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seller and you pay them, they are expenses of
the sale and reduce the amount realized on the
sale.

Homeowners association assessments.
You cannot deduct these assessments because
the homeowners association, rather than a state
or local government, imposes them.

Special Rules for Cooperatives

If you own a cooperative apartment, some spe-
cial rules apply to you, though you generally
receive the same tax treatment as other home-
owners. As an owner of a cooperative apart-
ment, you own shares of stock in a corporation
that owns or leases housing facilities. You can
deduct your share of the corporation’s deducti-
ble real estate taxes if the cooperative housing
corporation meets the following conditions:

1. The corporation has only one class of
stock outstanding,

2. Each stockholder, solely because of own-
ership of the stock, can live in a house,
apartment, or house trailer owned or
leased by the corporation,

3. No stockholder can receive any distribution
out of capital, except on a partial or com-
plete liquidation of the corporation, and

4. At least one of the following:

a. At least 80% of the corporation’s gross
income for the tax year was paid by the
tenant-stockholders. For this purpose,
gross income means all income re-
ceived during the entire tax year, includ-
ing any received before the corporation
changed to cooperative ownership,

b. Atleast 80% of the total square footage
of the corporation’s property must be
available for use by the ten-
ant-stockholder during the entire tax
year, or

c. At least 90% of the expenditures paid or
incurred by the corporation were used
for the acquisition, construction, man-
agement, maintenance, or care of the
property for the benefit of the ten-
ant-shareholder during the entire tax
year.

Tenant-stockholders. A tenant-stockholder
can be any entity (such as a corporation, trust,
estate, partnership, or association) as well as an
individual. The tenant-stockholder does not
have to live in any of the cooperative’s dwelling
units. The units that the tenant-stockholder has
the right to occupy can be rented to others.

Deductible taxes. You figure your share of
real estate taxes in the following way.

1. Divide the number of your shares of stock
by the total number of shares outstanding,
including any shares held by the corpora-
tion.

2. Multiply the corporation’s deductible real
estate taxes by the number you figured in
(1). This is your share of the real estate
taxes.

Generally, the corporation will tell you your
share of its real estate tax. This is the amount

you can deduct if it reasonably reflects the cost
of real estate taxes for your dwelling unit.

Refund of real estate taxes. If the corpora-
tion receives a refund of real estate taxes it paid
in an earlier year, it must reduce the amount of
real estate taxes paid this year when it allocates
the tax expense to you. Your deduction for real
estate taxes the corporation paid this year is
reduced by your share of the refund the corpora-
tion received.

Sales Taxes

Generally, you can elect to deduct state and
local general sales taxes instead of state and
local income taxes as an itemized deduction on
Schedule A (Form 1040). Deductible sales taxes
may include sales taxes paid on your home
(including mobile and prefabricated), or home
building materials if the tax rate was the same as
the general sales tax rate. For information on
figuring your deduction, see the Instructions for

Schedule A (Form 1040).
paid on your home, or home building

materials, you cannot include them as

part of your cost basis in the home.

If you elect to deduct the sales taxes

Home Mortgage Interest

This section of the publication gives you basic
information about home mortgage interest, in-
cluding information on interest paid at settle-
ment, points, and Form 1098, Mortgage Interest
Statement.

Most home buyers take out a mortgage
(loan) to buy their home. They then make
monthly payments to either the mortgage holder
or someone collecting the payments for the
mortgage holder.

Usually, you can deduct the entire part of
your payment that is for mortgage interest, if you
itemize your deductions on Schedule A (Form
1040). However, your deduction may be limited
if:

e Your total mortgage balance is more than
$1 million ($500,000 if married filing sepa-
rately), or

® You took out a mortgage for reasons other
than to buy, build, or improve your home.

If either of these situations applies to you, you
will need to get Publication 936. You also may
need Publication 936 if you later refinance your
mortgage or buy a second home.

Refund of home mortgage interest. If you
receive a refund of home mortgage interest that
you deducted in an earlier year and that reduced
your tax, you generally must include the refund
in income in the year you receive it. For more
information, see Recoveries in Publication 525.
The amount of the refund will usually be shown
on the mortgage interest statement you receive
from your mortgage lender. See Mortgage Inter-
est Statement, later.

Deductible Mortgage Interest

To be deductible, the interest you pay must be
on a loan secured by your main home or a
second home. The loan can be a first or second
mortgage, a home improvement loan, or a home
equity loan.
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Prepaid interest. If you pay interest in ad-
vance for a period that goes beyond the end of
the tax year, you must spread this interest over
the tax years to which it applies. Generally, you
can deduct in each year only the interest that
qualifies as home mortgage interest for that
year. An exception applies to points, which are
discussed later.

Late payment charge on mortgage payment.
You can deduct as home mortgage interest a
late payment charge if it was not for a specific
service in connection with your mortgage loan.

Mortgage prepayment penalty. If you pay off
your home mortgage early, you may have to pay
a penalty. You can deduct that penalty as home
mortgage interest provided the penalty is not for
a specific service performed or cost incurred in
connection with your mortgage loan.

Ground rent. In some states (such as Mary-
land), you may buy your home subject to a
ground rent. A ground rent is an obligation you
assume to pay a fixed amount per year on the
property. Under this arrangement, you are leas-
ing (rather than buying) the land on which your
home is located.

Redeemable ground rents. If you make
annual or periodic rental payments on a re-
deemable ground rent, you can deduct the pay-
ments as mortgage interest. The ground rentis a
redeemable ground rent only if all of the follow-
ing are true.

® Your lease, including renewal periods, is
for more than 15 years.

e You can freely assign the lease.

e You have a present or future right (under
state or local law) to end the lease and
buy the lessor’s entire interest in the land
by paying a specified amount.

e The lessor’s interest in the land is primarily
a security interest to protect the rental
payments to which he or she is entitled.

Payments made to end the lease and buy the
lessor’s entire interest in the land are not re-
deemable ground rents. You cannot deduct
them.

Nonredeemable ground rents. Payments
on a nonredeemable ground rent are not mort-
gage interest. You can deduct them as rent only
if they are a business expense or if they are for
rental property.

Cooperative apartment. You can usually
treat the interest on a loan you took out to buy
stock in a cooperative housing corporation as
home mortgage interest if you own a coopera-
tive apartment and the cooperative housing cor-
poration meets the conditions described earlier
under Special Rules for Cooperatives. In addi-
tion, you can treat as home mortgage interest
your share of the corporation’s deductible mort-
gage interest. Figure your share of mortgage
interest the same way that is shown for figuring
your share of real estate taxes in the Example
under Division of real estate taxes, earlier. For
more information on cooperatives, see Special
Rule for Tenant-Stockholders in Cooperative
Housing Corporations in Publication 936.

Refund of cooperative’s mortgage inter-
est. You must reduce your mortgage interest
deduction by your share of any cash portion of a
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patronage dividend that the cooperative re-
ceives. The patronage dividend is a partial re-
fund to the cooperative housing corporation of
mortgage interest it paid in a prior year.

If you receive a Form 1098 from the coopera-
tive housing corporation, the form should show
only the amount you can deduct.

Mortgage Interest Paid
at Settlement

One item that normally appears on a settlement
or closing statement is home mortgage interest.

You can deduct the interest that you pay at
settlement if you itemize your deductions on
Schedule A (Form 1040). This amount should
be included in the mortgage interest statement
provided by your lender. See the discussion
under Mortgage Interest Statement, later. Also,
if you pay interest in advance, see Prepaid inter-
est, earlier, and Points, next.

Points

The term “points” is used to describe certain
charges paid, or treated as paid, by a borrower
to obtain a home mortgage. Points also may be
called loan origination fees, maximum loan
charges, loan discount, or discount points.

A borrower is treated as paying any points
that a home seller pays for the borrower’s mort-
gage. See Points paid by the seller, later.

General rule. You cannot deduct the full
amount of points in the year paid. They are
prepaid interest, so you generally must deduct
them over the life (term) of the mortgage.

Exception. You can deduct the full amount
of points in the year paid if you meet all the
following tests.

1. Your loan is secured by your main home.
(Generally, your main home is the one you
live in most of the time.)

2. Paying points is an established business
practice in the area where the loan was
made.

3. The points paid were not more than the
points generally charged in that area.

4. You use the cash method of accounting.
This means you report income in the year
you receive it and deduct expenses in the
year you pay them. Most individuals use
this method.

5. The points were not paid in place of
amounts that ordinarily are stated sepa-
rately on the settlement statement, such as
appraisal fees, inspection fees, title fees,
attorney fees, and property taxes.

6. The funds you provided at or before clos-
ing, plus any points the seller paid, were at
least as much as the points charged. The
funds you provided do not have to have
been applied to the points. They can in-
clude a down payment, an escrow deposit,
earnest money, and other funds you paid
at or before closing for any purpose. You
cannot have borrowed these funds from
your lender or mortgage broker.

7. You use your loan to buy or build your
main home.

8. The points were computed as a percent-
age of the principal amount of the mort-
gage.

9. The amount is clearly shown on the settle-
ment statement (such as the Uniform Set-
tlement Statement, Form HUD-1) as points
charged for the mortgage. The points may
be shown as paid from either your funds or
the seller’s.

Note. If you meet all of the tests listed above
and you itemize your deductions in the year you
get the loan, you can either deduct the full
amount of points in the year paid or deduct them
over the life of the loan, beginning in the year
you get the loan. If you do not itemize your
deductions in the year you get the loan, you can
spread the points over the life of the loan and
deduct the appropriate amount in each future
year, if any, when you do itemize your deduc-
tions.

Home improvement loan. You can also
fully deduct in the year paid points paid on a loan
to improve your main home, if you meet the first
six tests listed earlier.

Refinanced loan. If you use part of the refi-
nanced mortgage proceeds to improve your
main home and you meet the first six tests listed
earlier, you can fully deduct the part of the points
related to the improvement in the year you paid
them with your own funds. You can deduct the
rest of the points over the life of the loan.

Points not fully deductible in year paid. If
you do not qualify under the exception to deduct
the full amount of points in the year paid (or
choose not to do so), see Points in Publication
936, Home Mortgage Interest Deduction, for the
rules on when and how much you can deduct.

Figure A. You can use Figure A as a quick
guide to see whether your points are fully de-
ductible in the year paid.

Amounts charged for services. Amounts
charged by the lender for specific services con-
nected to the loan are not interest. Examples of
these charges are:

e Appraisal fees,
e Notary fees, and

e Preparation costs for the mortgage note or
deed of trust.

You cannot deduct these amounts as points
either in the year paid or over the life of the
mortgage. For information about the tax treat-
ment of these amounts and other settlement
fees. and closing costs, see Basis, later.

Points paid by the seller. The term “points”
includes loan placement fees that the seller
pays to the lender to arrange financing for the
buyer.

Treatment by seller. The seller cannot de-
duct these fees as interest; but, they are a sell-
ing expense that reduces the seller's amount
realized. See Publication 523 for more informa-
tion.

Treatment by buyer. The buyer treats
seller-paid points as if he or she had paid them.
If all the tests listed earlier under Exception are
met, the buyer can deduct the points in the year
paid. If any of those tests are not met, the buyer
must deduct the points over the life of the loan.
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Figure A. Are My Points Fully Deductible This Year?

Start Here:

Is the loan secured by your main home?

¢ Yes

Is the payment of points an established business practice in

your area?
¢ Yes

Were the points paid more than the amount generally charged

in your area?
¢ No

Do you use the cash method of accounting?

¢ Yes

Were the points paid in place of amounts that ordinarily are
separately stated on the settlement sheet?

LNO

Were the funds you provided (other than those you borrowed
from your lender or mortgage broker), plus any points the
seller paid, at least as much as the points charged?*

¢ Yes

Yes

Did you take out the loan to improve your main home?

¢No

Did you take out the loan to buy or build your main home?

¢ Yes

Were the points computed as a percentage of the principal

amount of the mortgage?
¢ Yes

Is the amount paid clearly shown as points on the settlement

statement?
¢ Yes

>

You can fully deduct the points this year.

No

P
No

>
Yes

>
No

>
Yes

>
No

L
No

>
No

L
No

>
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You cannot fully deduct the points this
year. See the discussion on Points.

* The funds you provided do not have to have been applied to the points. They can include a down payment, an escrow deposit, earnest money, and other funds
you paid at or before closing for any purpose.
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The buyer must also reduce the basis of the
home by the amount of the seller-paid points.
For more information about the basis of your
home, see Basis, later.

Funds provided are less than points. If you
meet all the tests listed earlier under Exception
except that the funds you provided were less
than the points charged to you (test 6), you can
deduct the points in the year paid up to the
amount of funds you provided. In addition, you
can deduct any points paid by the seller.

Example 1. When you took out a $100,000
mortgage loan to buy your home in December,
you were charged one point ($1,000). You meet
all the tests for deducting points in the year paid
(see Exception, earlier), except the only funds
you provided were a $750 down payment. Of the
$1,000 you were charged for points, you can
deduct $750 in the year paid. You spread the
remaining $250 over the life of the mortgage.

Example 2. The facts are the same as in
Example 1, except that the person who sold you
your home also paid one point ($1,000) to help
you get your mortgage. In the year paid, you can
deduct $1,750 ($750 of the amount you were
charged plus the $1,000 paid by the seller). You
spread the remaining $250 over the life of the
mortgage. You must reduce the basis of your
home by the $1,000 paid by the seller.

Excess points. If you meet all the tests under
Exception except that the points paid were more
than are generally charged in your area (test 3),
you can deduct in the year paid only the points
that are generally charged. You must spread
any additional points over the life of the mort-
gage.

Mortgage ending early. If you spread your
deduction for points over the life of the mort-
gage, you can deduct any remaining balance in
the year the mortgage ends. A mortgage may
end early due to a prepayment, refinancing,
foreclosure, or similar event.

Example. Dan paid $3,000 in points in 2000
that he had to spread out over the 15-year life of
the mortgage. He had deducted $1,400 of these
points through 2006.

Dan prepaid his mortgage in full in 2007. He
can deduct the remaining $1,600 of points in
2007.

Exception. If you refinance the mortgage
with the same lender, you cannot deduct any
remaining points for the year. Instead, deduct
them over the term of the new loan.

Form 1098. The mortgage interest statement
you receive should show not only the total inter-
est paid during the year, but also your deductible
points paid during the year. See Mortgage Inter-
est Statement, later.

Where To Deduct
Home Mortgage Interest

Enter on Schedule A (Form 1040), line 10, the
home mortgage interest and points reported to
you on Form 1098 (discussed next). If you did
not receive a Form 1098, enter your deductible
interest on line 11, and any deductible points on
line 12. See Table 1 for a summary of where to
deduct home mortgage interest and real estate
taxes.
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If you paid home mortgage interest to the
person from whom you bought your home, show
that person’s name, address, and social security
number (SSN) or employer identification num-
ber (EIN) on the dotted lines next to line 11. The
seller must give you this number and you must
give the seller your SSN. Form W-9, Request for
Taxpayer Identification Number and Certifica-
tion, can be used for this purpose. Failure to
meet either of these requirements may result in
a $50 penalty for each failure.

Mortgage Interest Statement

If you paid $600 or more of mortgage interest
(including certain points and mortgage insur-
ance premiums) during the year on any one
mortgage to a mortgage holder in the course of
that holder’s trade or business, you should re-
ceive a Form 1098 or similar statement from the
mortgage holder. The statement will show the
total interest paid on your mortgage during the
year. If you bought a main home during the year,
it also will show the deductible points you paid
and any points you can deduct that were paid by
the person who sold you your home. See Points,
earlier.

The interest you paid at settlement should be
included on the statement. If it is not, add the
interest from the settlement sheet that qualifies
as home mortgage interest to the total shown on
Form 1098 or similar statement. Put the total on
Schedule A (Form 1040), line 10, and attach a
statement to your return explaining the differ-
ence. Write “See attached” to the right of line 10.

A mortgage holder can be a financial institu-
tion, a governmental unit, or a cooperative hous-
ing corporation. If a statement comes from a
cooperative housing corporation, it generally will
show your share of interest.

Your mortgage interest statement for 2007
should be provided or sent to you by January 31,
2008. If it is mailed, you should allow adequate
time to receive it before contacting the mortgage
holder. A copy of this form will be sent to the IRS
also.

Example. You bought a new home on May
3. You paid no points on the purchase. During
the year, you made mortgage payments which
included $4,480 deductible interest on your new
home. The settlement sheet for the purchase of
the home included interest of $620 for 29 days in
May. The mortgage statement you receive from
the lender includes total interest of $5,100
($4,480 + $620). You can deduct the $5,100 if
you itemize your deductions.

Refund of overpaid interest. If you receive a
refund of mortgage interest you overpaid in a
prior year, you generally will receive a Form
1098 showing the refund in box 3. Generally,
you must include the refund in income in the
year you receive it. See Refund of home mort-
gage interest, earlier, under Home Mortgage
Interest.

More than one borrower. If you and at least
one other person (other than your spouse if you
file a joint return) were liable for and paid interest
on a mortgage that was for your home, and the
other person received a Form 1098 showing the
interest that was paid during the year, attach a
statement to your return explaining this. Show
how much of the interest each of you paid, and
give the name and address of the person who
received the form. Deduct your share of the

interest on Schedule A (Form 1040), line 11, and
write “See attached” to the right of that line.

Mortgage Insurance
Premiums

You can take an itemized deduction on line 13,
Schedule A (Form 1040), for premiums you pay
or accrue during 2007 for qualified mortgage
insurance in connection with home acquisition
debt on your qualified home.

Mortgage insurance premiums you paid or
accrued on any mortgage insurance contract
issued before January 1, 2007, are not deducti-
ble as an itemized deduction. Mortgage insur-
ance premiums you paid or accrued after
December 31, 2007, or that are properly alloca-
ble to any period after December 31, 2007, are
not deductible as an itemized deduction.

Qualified Mortgage Insurance

Qualified mortgage insurance is mortgage insur-
ance provided by the Veterans Administration,
the Federal Housing Administration, or the Rural
Housing Administration, and private mortgage
insurance (as defined in section 2 of the Home-
owners Protection Act of 1998 as in effect on
December 20, 2006).

Special rules for prepaid mortgage insur-
ance. If you paid premiums for qualified mort-
gage insurance that are properly allocable to
periods after the close of the taxable year, such
premiums are treated as paid in the period to
which they are allocated. No deduction is al-
lowed for the unamortized balance if the mort-
gage is satisfied before its term. The two
preceding sentences do not apply to qualified
mortgage insurance provided by the Depart-
ment of Veterans Affairs or Rural Housing Serv-
ice.

Home Acquisition Debt

Home acquisition debt is a mortgage you took
out after October 13, 1987, to buy, build, or
substantially improve a qualified home. It also
must be secured by that home.

If the amount of your mortgage is more than
the cost of the home plus the cost of any sub-
stantial improvements, only the debt that is not
more than the cost of the home plus improve-
ments qualifies as home acquisition debt.

Home acquisition debt limit. The total
amount you can treat as home acquisition debt
at any time on your home cannot be more than
$1 million ($500,000 if married filing separately).

Qualified Home

This means your main home or your second
home. A home includes a house, condominium,
cooperative, mobile home, house trailer, boat, or
similar property that has sleeping, cooking, and
toilet facilities.

Main home. You can have only one main
home at any one time. This is the home where
you ordinarily live most of the time.

Second home and other special situations.
If you have a second home, use part of your
home for other than residential living (such as a
home office), rent out part of your home, or are
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having your home constructed, see Qualified
Home in Publication 936.

Limit on Deduction

If your adjusted gross income (AGI) on Form
1040, line 38, is more than $100,000 ($50,000 if
your filing status is married filing separately), the
amount of your mortgage insurance premiums
that are deductible is reduced and may be elimi-
nated. See Line 13 in the instructions for Sched-
ule A&B (Form 1040) and complete the
Mortgage Insurance Premiums Deduction
Worksheet to figure the amount you can deduct.
If your AGI is more than $109,000 ($54,500 if
married filing separately), you cannot deduct
your mortgage insurance premiums.

Form 1098. The amount of mortgage insur-
ance premiums you paid during 2007, should be
reported in box 4; see Form 1098, Mortgage
Interest Statement in Publication 936.

Mortgage Interest
Credit

The mortgage interest credit is intended to help
lower-income individuals afford home owner-
ship. If you qualify, you can claim the credit each
year for part of the home mortgage interest you
pay.

Who qualifies. You may be eligible for the
credit if you were issued a mortgage credit certif-
icate (MCC) from your state or local govern-
ment. Generally, an MCC is issued only in
connection with a new mortgage for the
purchase of your main home.

The MCC will show the certificate credit rate
you will use to figure your credit. It also will show
the certified indebtedness amount. Only the in-
terest on that amount qualifies for the credit. See

Figuring the Credit, later.
ernment agency about getting an MCC

before you get a mortgage and buy
your home. Contact your state or local housing
finance agency for information about the availa-
bility of MCCs in your area.

You must contact the appropriate gov-

How to claim the credit. To claim the credit,
complete Form 8396 and attach it to your Form

Table 2. Effect of Refinancing on Your Credit

IF you get a new (reissued) MCC and the
amount of your new mortgage is ...

THEN the interest you claim on Form 8396,
linel,is* ...

smaller than or equal to the certified
indebtedness amount on the new MCC

all the interest paid during the year on your new
mortgage.

larger than the certified indebtedness
amount on the new MCC

interest paid during the year on your new
mortgage multiplied by the following fraction.

certified indebtedness
amount on your new MCC

original amount of your
mortgage

*The credit using the new MCC cannot be more than the credit using the old MCC.

See New MCC cannot increase your credit.

1040. Include the credit in your total for Form
1040, line 54; be sure to check box a on that line.

Reducing your home mortgage interest de-
duction. If you itemize your deductions on
Schedule A (Form 1040), you must reduce your
home mortgage interest deduction by the
amount of the mortgage interest credit shown on
Form 8396, line 3. You must do this even if part
of that amount is to be carried forward to 2008.

Selling your home. If you purchase a home
after 1990 using an MCC, and you sell that
home within 9 years, you may have to recapture
(repay) all or part of the benefit you received
from the MCC program. For additional informa-
tion, see Recapturing (Paying Back) a Federal
Mortgage Subsidy, in Publication 523.

Figuring the Credit

Figure your credit on Form 8396.

Mortgage not more than certified indebted-
ness. If your mortgage loan amount is equal to
(or smaller than) the certified indebtedness
amount shown on your MCC, enter on Form
8396, line 1, all the interest you paid on your
mortgage during the year.

Mortgage more than certified indebtedness.
If your mortgage loan amount is larger than the
certified indebtedness amount shown on your
MCC, you can figure the credit on only part of
the interest you paid. To find the amount to enter
on line 1, multiply the total interest you paid
during the year on your mortgage by the follow-
ing fraction.

Table 1. Where To Deduct Interest and Taxes Paid on Your Home

See the text for information on what expenses are eligible.

IF you are eligible to deduct . . .

THEN report the amount
on Schedule A (Form 1040) . . .

real estate taxes line 6.
home mortgage interest and points reported line 10.
on Form 1098

home mortgage interest not reported on Form line 11.
1098

points not reported on line 12.
Form 1098

qualified mortgage insurance premiums line 13.
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Certified indebtedness
amount on your MCC

Original amount of your
mortgage

The fraction will not change as long as you
are entitled to take the mortgage interest credit.

Example. Emily bought a home this year.
Her mortgage loan is $125,000. The certified
indebtedness amount on her MCC is $100,000.
She paid $7,500 interest this year. Emily figures
the interest to enter on Form 8396, line 1, as
follows:

$100,000 _
$125.000 - 80% (:80)
$7,500 x .80 = $6,000

Emily enters $6,000 on Form 8396, line 1. In
each later year, she will figure her credit using
only 80% of the interest she pays for that year.

Limits
Two limits may apply to your credit.
e A limit based on the credit rate, and

e A limit based on your tax.

Limit based on credit rate. If the certificate
credit rate is higher than 20%, the credit you are
allowed cannot be more than $2,000.

Limit based on tax. Your credit (after apply-
ing the limit based on the credit rate) generally
cannot be more than your regular tax liability on
Form 1040, line 44, plus any alternative mini-
mum tax on Form 1040, line 45, minus certain
other credits. Use Form 8396 to figure this limit.

Dividing the Credit

If two or more persons (other than a married
couple filing a joint return) hold an interest in the
home to which the MCC relates, the credit must
be divided based on the interest held by each
person.

Example. John and his brother, George,
were issued an MCC. They used it to get a
mortgage on their main home. John has a 60%
ownership interest in the home, and George has
a 40% ownership interest in the home. John paid
$5,400 mortgage interest this year and George
paid $3,600.
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Table 3. Adjusted Basis

This table lists examples of some items that generally will increase or decrease
your basis in your home. It is not intended to be all-inclusive.

Increases to Basis

Decreases to Basis

Improvements:

Putting an addition on your home
® Replacing an entire roof

e Paving your driveway

e |nstalling central air conditioning
® Rewiring your home

Assessments for local improvements
(see Assessments for local benefits, under
What You Can and Cannot Deduct)

Amounts spent to restore damaged property

® |nsurance or other reimbursement for
casualty losses

e Deductible casualty loss not covered
by insurance

e Payments received for easement or
right-of-way granted

e Depreciation allowed or allowable if
home is used for business or rental
purposes

e Value of subsidy for energy
conservation measure excluded from
income

The MCC shows a credit rate of 25% and a
certified indebtedness amount of $130,000. The
loan amount (mortgage) on their home is
$120,000. The credit is limited to $2,000 be-
cause the credit rate is more than 20%.

John figures the credit by multiplying the
mortgage interest he paid this year ($5,400) by
the certificate credit rate (25%) for a total of
$1,350. His credit is limited to $1,200 ($2,000 x
609%).

George figures the credit by multiplying the
mortgage interest he paid this year ($3,600) by
the certificate credit rate (25%) for a total of
$900. His credit is limited to $800 ($2,000 x
40%).

Carryforward

If your allowable credit is reduced because of
the limit based on your tax, you can carry for-
ward the unused portion of the credit to the next
3 years or until used, whichever comes first.

Example. You receive a mortgage credit
certificate from State X. This year, your regular
tax liability is $1,100, you owe no alternative
minimum tax, and your mortgage interest credit
is $1,700. You claim no other credits. Your un-
used mortgage interest credit for this year is
$600 ($1,700 — $1,100). You can carry forward
this amount to the next 3 years or until used,
whichever comes first.

Credit rate more than 20%. If you are subject
to the $2,000 limit because your certificate credit
rate is more than 20%, you cannot carry forward
any amount more than $2,000 (or your share of
the $2,000 if you must divide the credit).

Example. In the earlier example under Di-
viding the Credit, John and George used the
entire $2,000 credit. The excess $150 for John
($1,350 — $1,200) and $100 for George ($900 —
$800) cannot be carried forward to future years,
despite the respective tax liabilities for John and
George.

Refinancing

If you refinance your original mortgage loan on
which you had been given an MCC, you must
get a new MCC to be able to claim the credit on
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the new loan. The amount of credit you can
claim on the new loan may change. Table 2
summarizes how to figure your credit if you refi-
nance your original mortgage loan.

An issuer may reissue an MCC after you
refinance your mortgage. If you did not get a
new MCC, you may want to contact the state or
local housing finance agency that issued your
original MCC for information about whether you
can get a reissued MCC.

Year of refinancing. In the year of refinanc-
ing, add the applicable amount of interest paid
on the old mortgage and the applicable amount
of interest paid on the new mortgage, and enter
the total on Form 8396, line 1.

If your new MCC has a credit rate different
from the rate on the old MCC, you must attach a
statement to Form 8396. The statement must
show the calculation for lines 1, 2, and 3 for the
part of the year when the old MCC was in effect.
It must show a separate calculation for the part
of the year when the new MCC was in effect.
Combine the amounts from both calculations for
line 3, enter the total on line 3 of the form, and
write “See attached” on the dotted line.

New MCC cannot increase your credit. The
credit that you claim with your new MCC cannot
be more than the credit that you could have
claimed with your old MCC.

In most cases, the agency that issues your
new MCC will make sure that it does not in-
crease your credit. However, if either your old
loan or your new loan has a variable (adjustable)
interest rate, you will need to check this yourself.
In that case, you will need to know the amount of
the credit you could have claimed using the old
MCC.

There are two methods for figuring the credit
you could have claimed. Under one method, you
figure the actual credit that would have been
allowed. This means you use the credit rate on
the old MCC and the interest you would have
paid on the old loan.

If your old loan was a variable rate mortgage,
you can use another method to determine the
credit that you could have claimed. Under this
method, you figure the credit using a payment
schedule of a hypothetical self-amortizing mort-
gage with level payments projected to the final
maturity date of the old mortgage. The interest
rate of the hypothetical mortgage is the annual
percentage rate (APR) of the new mortgage for

purposes of the Federal Truth in Lending Act.
The principal of the hypothetical mortgage is the
remaining outstanding balance of the certified
mortgage indebtedness shown on the old MCC.
it consistently beginning with the first
LD tax year for which you claim the credit

based on the new MCC.

District of Columbia
First-Time Homebuyer
Credit

You may be able to claim a one-time tax credit of
up to $5,000 ($2,500 if married filing separately)
if you buy a main home in the District of Colum-
bia. You must reduce the basis of your home by
the amount of the tentative credit.

The credit is not allowed if you acquired your
home from certain related persons or by gift or
inheritance.

You qualify for the credit if you (and your
spouse if you are married) did not have an own-
ership interest in a main home in the District of
Columbia for at least 1 year before buying the
new home. Individuals with modified adjusted
gross income of $90,000 or more ($130,000 or
more in the case of a joint return) cannot claim
the credit. Individuals with modified adjusted
gross income between $70,000 and $90,000
(between $110,000 and $130,000 in the case of
a joint return) can claim only a reduced credit.

Use Form 8859, District of Columbia
First-Time Homebuyer Credit, to figure your
credit. See the form and its instructions for more
information.

You must choose one method and use

As part of your tax records, you should
keep your old MCC and the schedule
of payments for your old mortgage.

Basis

Basis is your starting point for figuring a gain or
loss if you later sell your home, or for figuring
depreciation if you later use part of your home
for business purposes or for rent.

While you own your home, you may add
certain items to your basis. You may subtract
certain other items from your basis. These items
are called adjustments to basis and are ex-
plained later under Adjusted Basis.

It is important that you understand these
terms when you first acquire your home be-
cause you must keep track of your basis and
adjusted basis during the period you own your
home. You also must keep records of the events
that affect basis or adjusted basis. See Keeping
Records, later.

Figuring Your Basis

How you figure your basis depends on how you
acquire your home. If you buy or build your
home, your cost is your basis. If you receive your
home as a gift, your basis is usually the same as
the adjusted basis of the person who gave you
the property. If you inherit your home from a
decedent, the fair market value at the date of the
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decedent’s death is generally your basis. Each
of these topics is discussed later.

Fair market value. This is the price at which
property would change hands between a willing
buyer and a willing seller, neither being under
any compulsion to buy or sell and who both have
a reasonable knowledge of all the necessary
facts.

Property transferred from a spouse. If your
home is transferred to you from your spouse, or
from your former spouse as a result of a divorce,
your basis is the same as your spouse’s (or
former spouse’s) adjusted basis just before the
transfer. Publication 504, Divorced or Separated
Individuals, fully discusses transfers between
spouses.

Cost as Basis

The cost of your home, whether you purchased
it or constructed it, is the amount you paid for it,
including any debt you assumed.

The cost of your home includes most settle-
ment or closing costs you paid when you bought
the home. If you built your home, your cost
includes most closing costs paid when you
bought the land or settled on your mortgage.
the purchase or construction of your
QWO home as an itemized deduction on
Schedule A (Form 1040), you cannot include the

sales taxes as part of your cost basis in the
home.

If you elect to deduct the sales taxes on

Purchase. The basis of a home you bought is
the amount you paid for it. This usually includes
your down payment and any debt you assumed.
The basis of a cooperative apartment is the
amount you paid for your shares in the corpora-
tion that owns or controls the property. This
amount includes any purchase commissions or
other costs of acquiring the shares.

Construction. If you contracted to have your
home built on land that you own, your basis in
the home is your basis in the land plus the
amount you paid to have the home built. This
includes the cost of labor and materials, the
amount you paid the contractor, any architect’s
fees, building permit charges, utility meter and
connection charges, and legal fees that are di-
rectly connected with building your home. If you
built all or part of your home yourself, your basis
is the total amount it cost you to build it. You
cannot include the value of your own labor or
any other labor for which you did not pay.

Real estate taxes. Real estate taxes are usu-
ally divided so that you and the seller each pay
taxes for the part of the property tax year that
each owned the home. See the earlier discus-
sion of Real estate taxes paid at settlement or
closing, under Real Estate Taxes, to figure the
real estate taxes you paid or are considered to
have paid.

If you pay any part of the seller’s share of the
real estate taxes (the taxes up to the date of
sale), and the seller did not reimburse you, add
those taxes to your basis in the home. You
cannot deduct them as taxes paid.

If the seller paid any of your share of the real
estate taxes (the taxes beginning with the date
of sale), you can still deduct those taxes. Do not
include those taxes in your basis. If you did not

Publication 530 (2007)

reimburse the seller, you must reduce your ba-
sis by the amount of those taxes.

Example 1. You bought your home on Sep-
tember 1. The property tax year in your area is
the calendar year, and the tax is due on August
15. The real estate taxes on the home you
bought were $1,275 for the year and had been
paid by the seller on August 15. You did not
reimburse the seller for your share of the real
estate taxes from September 1 through Decem-
ber 31. You must reduce the basis of your home
by the $426 [(122 + 365) x $1,275] the seller
paid for you. You can deduct your $426 share of
real estate taxes on your return for the year you
purchased your home.

Example 2. You bought your home on May
3, 2007. The property tax year in your area is the
calendar year. The taxes for the previous year
are assessed on January 2 and are due on May
31 and November 30. Under state law, the taxes
become a lien on May 31. You agreed to pay all
taxes due after the date of sale. The taxes due in
2007 for 2006 were $1,375. The taxes due in
2008 for 2007 will be $1,425.

You cannot deduct any of the taxes paid in
2007 because they relate to the 2006 property
tax year and you did not own the home until
2007. Instead, you add the $1,375 to the cost
(basis) of your home.

You owned the home in 2007 for 243 days
(May 3 to December 31), so you can take a tax
deduction on your 2008 return of $949 [(243 +
365) x $1,425] paid in 2008 for 2007. You add
the remaining $476 ($1,425 — $949) of taxes
paid in 2008 to the cost (basis) of your home.

Settlement or closing costs. If you bought
your home, you probably paid settlement or
closing costs in addition to the contract price.
These costs are divided between you and the
seller according to the sales contract, local cus-
tom, or understanding of the parties. If you built
your home, you probably paid these costs when
you bought the land or settled on your mortgage.

The only settlement or closing costs you can
deduct are home mortgage interest and certain
real estate taxes. You deduct them in the year
you buy your home if you itemize your deduc-
tions. You can add certain other settlement or
closing costs to the basis of your home.

Items added to basis. You can include in
your basis the settlement fees and closing costs
you paid for buying your home. A fee is for
buying the home if you would have had to pay it
even if you paid cash for the home.

The following are some of the settlement
fees and closing costs that you can include in
the original basis of your home.

e Abstract fees (abstract of title fees).
e Charges for installing utility services.

e | egal fees (including fees for the title
search and preparation of the sales con-
tract and deed).

e Recording fees.

® Surveys.

e Transfer taxes.

e Owner’s title insurance.

e Any amount the seller owes that you
agree to pay, such as back taxes or inter-
est, recording or mortgage fees, cost for

improvements or repairs, and sales com-
missions.

If the seller actually paid for any item for which
you are liable and for which you can take a
deduction (such as your share of the real estate
taxes for the year of sale), you must reduce your
basis by that amount unless you are charged for
it in the settlement.

Iltems not added to basis and not deducti-
ble. Here are some settlement and closing
costs that you cannot deduct or add to your
basis.

1. Fire insurance premiums.

2. Charges for using utilities or other services
related to occupancy of the home before
closing.

3. Rent for occupying the home before clos-
ing.

4. Charges connected with getting or refi-
nancing a mortgage loan, such as:

a. Loan assumption fees,
b. Cost of a credit report, and

c. Fee for an appraisal required by a
lender.

Points paid by seller. If you bought your
home after April 3, 1994, you must reduce your
basis by any points paid for your mortgage by
the person who sold you your home.

If you bought your home after 1990 but
before April 4, 1994, you must reduce your basis
by seller-paid points only if you deducted them.
See Points, earlier, for the rules on deducting
points.

Gift

To figure the basis of property you receive as a
gift, you must know its adjusted basis (defined
later) to the donor just before it was given to you,
its FMV at the time it was given to you, and any
gift tax paid on it.

Donor’s adjusted basis is more than FMV. If
someone gave you your home and the donor’s
adjusted basis, when it was given to you, was
more than the fair market value, your basis at
the time of receipt is the same as the donor’s
adjusted basis.

Disposition basis. If the donor's adjusted
basis at the time of the gift is more than the FMV,
your basis when you dispose of the property will
depend on whether you have a gain or a loss.

e |f using the donor’s adjusted basis results
in a loss when you sell the home, you
must use the fair market value of the
home at the time of the gift as your basis.

e |f using the fair market value results in a
gain, you have neither a gain nor a loss.

Donor’s adjusted basis equal to or less than
the FMV. If someone gave you your home
after 1976 and the donor’s adjusted basis, when
it was given to you, was equal to or less than the
fair market value, your basis at the time of re-
ceipt is the same as the donor’s adjusted basis,
plus the part of any federal gift tax paid that is
due to the net increase in value of the home.
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Part of federal gift tax due to net increase
in value. Figure the part of the federal gift tax
paid that is due to the net increase in value of the
home by multiplying the total federal gift tax paid
by a fraction. The numerator (top part) of the
fraction is the net increase in the value of the
home, and the denominator (bottom part) is the
value of the home for gift tax purposes after
reduction for any annual exclusion and marital
or charitable deduction that applies to the gift.
The net increase in the value of the home is its
fair market value minus the adjusted basis of the
donor.

Publication 551 gives more information, in-
cluding examples, on figuring your basis when
you receive property as a gift.

Inheritance

Your basis in a home you inherited is generally
the fair market value of the home on the date of
the decedent’s death or on the alternate valua-
tion date if the personal representative for the
estate chooses to use alternative valuation.

If an estate tax return was filed, your basis is
generally the value of the home listed on the
estate tax return.

If an estate tax return was not filed, your
basis is the appraised value of the home at the
decedent’s date of death for state inheritance or
transmission taxes. Publication 551 and Publi-
cation 559, Survivors, Executors, and Adminis-
trators, have more information on the basis of
inherited property.

Adjusted Basis

While you own your home, various events may
take place that can change the original basis of
your home. These events can increase or de-
crease your original basis. The result is called
adjusted basis. See Table 3, earlier, for a list of
some of the items that can adjust your basis.

Improvements. An improvement materially
adds to the value of your home, considerably
prolongs its useful life, or adapts it to new uses.
You must add the cost of any improvements to
the basis of your home. You cannot deduct
these costs.

Page 10

Improvements include putting a recreation
room in your unfinished basement, adding an-
other bathroom or bedroom, putting up a fence,
putting in new plumbing or wiring, installing a
new roof, and paving your driveway.

Amount added to basis. The amount you
add to your basis for improvements is your ac-
tual cost. This includes all costs for material and
labor, except your own labor, and all expenses
related to the improvement. For example, if you
had your lot surveyed to put up a fence, the cost
of the survey is a part of the cost of the fence.

You also must add to your basis state and
local assessments for improvements such as
streets and sidewalks if they increase the value
of the property. These assessments are dis-
cussed earlier under Real Estate Taxes.

Repairs versus improvements. A repair
keeps your home in an ordinary, efficient operat-
ing condition. It does not add to the value of your
home or prolong its life. Repairs include repaint-
ing your home inside or outside, fixing your gut-
ters or floors, fixing leaks or plastering, and
replacing broken window panes. You cannot
deduct repair costs and generally cannot add
them to the basis of your home.

However, repairs that are done as part of an
extensive remodeling or restoration of your
home are considered improvements. You add
them to the basis of your home.

Records to keep. You can use Table 4 (at
the end of the publication) as a guide to help you
keep track of improvements to your home. Also
see Keeping Records, later.

Energy conservation subsidy. If a public
utility gives you (directly or indirectly) a subsidy
for the purchase or installation of an energy
conservation measure for your home, do not
include the value of that subsidy in your income.
You must reduce the basis of your home by that
value.

An energy conservation measure is an in-
stallation or modification primarily designed to
reduce consumption of electricity or natural gas
or to improve the management of energy de-
mand.

Keeping Records

RECORDS

Keeping full and accurate records is
vital to properly report your income and
expenses, to support your deductions
and credits, and to know the basis or adjusted
basis of your home. These records include your
purchase contract and settlement papers if you
bought the property, or other objective evidence
if you acquired it by gift, inheritance, or similar
means. You should keep any receipts, canceled
checks, and similar evidence for improvements
or other additions to the basis. In addition, you
should keep track of any decreases to the basis
such as those listed in Table 3.

How to keep records. How you keep records
is up to you, but they must be clear and accurate
and must be available to the IRS.

How long to keep records. You must keep
your records for as long as they are important for
meeting any provision of the federal tax law.

Keep records that support an item of income,
a deduction, or a credit appearing on a return
until the period of limitations for the return runs
out. (A period of limitations is the period of time
after which no legal action can be brought.) For
assessment of tax you owe, this is generally 3
years from the date you filed the return. For filing
a claim for credit or refund, this is generally 3
years from the date you filed the original return,
or 2 years from the date you paid the tax, which-
ever is later. Returns filed before the due date
are treated as filed on the due date.

You may need to keep records relating to the
basis of property (discussed earlier) longer than
for the period of limitations. Keep those records
as long as they are important in figuring the
basis of the original or replacement property.
Generally, this means for as long as you own the
property and, after you dispose of it, for the
period of limitations that applies to you.
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Table 4. Record of Home Improvements
Keep this for your records. Also, keep receipts or other proof of improvements.

Keep for Your Records y

CAUTION

Remove from this record any improvements that are no longer part of your main home. For example, if you put wall-to-wall carpeting in
your home and later replace it with new wall-to-wall carpeting, remove the cost of the first carpeting.

(@ (b) (c) (@ (b) (c)
Type of Improvement Date Amount Type of Improvement Date Amount
Heating & Air
Additions: Conditioning:
Bedroom Heating system
Bathroom Central air conditioning
Deck Furnace
Garage Duct work
Porch Central humidifier
Patio Filtration system
Storage shed Other
Fireplace
Other Electrical:
Lighting fixtures
Lawn & Grounds: Wiring upgrades
Landscaping Other
Driveway
Walkway Plumbing:
Fences Water heater
Retaining wall Soft water system
Sprinkler system Filtration system
Swimming pool Other
Exterior lighting
Other Insulation:
Attic
Communications: Walls
Satellite dish Floors
Intercom Pipes and duct work
Security system Other
Other
Interior
Miscellaneous: Improvements:
Storm windows and doors Built-in appliances
Roof Kitchen modernization
Central vacuum Bathroom modernization
Other Flooring
Wall-to-wall carpeting
Other
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How To Get Tax Help

You can get help with unresolved tax issues,
order free publications and forms, ask tax ques-
tions, and get information from the IRS in sev-
eral ways. By selecting the method that is best
for you, you will have quick and easy access to
tax help.

Contacting your Taxpayer Advocate. The
Taxpayer Advocate Service (TAS) is an inde-
pendent organization within the IRS whose em-
ployees assist taxpayers who are experiencing
economic harm, who are seeking help in resolv-
ing tax problems that have not been resolved
through normal channels, or who believe that an
IRS system or procedure is not working as it
should.

You can contact the TAS by calling the TAS
toll-free case intake line at 1-877-777-4778 or
TTY/TDD 1-800-829-4059 to see if you are eligi-
ble for assistance. You can also call or write to
your local taxpayer advocate, whose phone
number and address are listed in your local
telephone directory and in Publication 1546,
Taxpayer Advocate Service - Your Voice at the
IRS. You can file Form 911, Request for Tax-
payer Advocate Service Assistance (And Appli-
cation for Taxpayer Assistance Order), or ask an
IRS employee to complete it on your behalf. For
more information, go to www.irs.gov/advocate.

Taxpayer Advocacy Panel (TAP). The
TAP listens to taxpayers, identifies taxpayer is-
sues, and makes suggestions for improving IRS
services and customer satisfaction. If you have
suggestions for improvements, contact the TAP,
toll free at 1-888-912-1227 or go to
WWW.improveirs.org.

Low Income Taxpayer Clinics (LITCs).
LITCs are independent organizations that pro-
vide low income taxpayers with representation
in federal tax controversies with the IRS for free
or for a nominal charge. The clinics also provide
tax education and outreach for taxpayers with
limited English proficiency or who speak English
as a second language. Publication 4134, Low
Income Taxpayer Clinic List, provides informa-
tion on clinics in your area. Itis available at www.
irs.gov or at your local IRS office.

Free tax services. To find out what services
are available, get Publication 910, IRS Guide to
Free Tax Services. It contains a list of free tax
publications and describes other free tax infor-
mation services, including tax education and
assistance programs and a list of TeleTax top-
ics.

Accessible versions of IRS published prod-
ucts are available on request in a variety of
alternative formats for people with disabilities.

[=]

e E-file your return. Find out about commer-
cial tax preparation and e-file services
available free to eligible taxpayers.

Internet. You can access the IRS web-
site at www.irs.gov 24 hours a day, 7
days a week to:

e Check the status of your 2007 refund.
Click on Where’s My Refund. Wait at least
6 weeks from the date you filed your re-
turn (3 weeks if you filed electronically).
Have your 2007 tax return available be-
cause you will need to know your social
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security number, your filing status, and the
exact whole dollar amount of your refund.

Download forms, instructions, and publica-
tions.

e Order IRS products online.

e Research your tax questions online.

Search publications online by topic or
keyword.

e View Internal Revenue Bulletins (IRBs)
published in the last few years.

e Figure your withholding allowances using
the withholding calculator online at
www.irs.gov/individuals.

e Determine if Form 6251 must be filed us-
ing our Alternative Minimum Tax (AMT)
Assistant.

® Sign up to receive local and national tax
news by email.

e Get information on starting and operating
a small business.

O

e Ordering forms, instructions, and publica-
tions. Call 1-800-829-3676 to order cur-
rent-year forms, instructions, and
publications, and prior-year forms and in-
structions. You should receive your order
within 10 days.

Phone. Many services are available by
phone.

e Asking tax questions. Call the IRS with
your tax questions at 1-800-829-1040.

e Solving problems. You can get
face-to-face help solving tax problems
every business day in IRS Taxpayer As-
sistance Centers. An employee can ex-
plain IRS letters, request adjustments to
your account, or help you set up a pay-
ment plan. Call your local Taxpayer Assis-
tance Center for an appointment. To find
the number, go to www.irs.gov/localcon-
tacts or look in the phone book under
United States Government, Internal Reve-
nue Service.

TTY/TDD equipment. If you have access
to TTY/TDD equipment, call
1-800-829-4059 to ask tax questions or to
order forms and publications.

e TeleTax topics. Call 1-800-829-4477 to lis-
ten to pre-recorded messages covering
various tax topics.

e Refund information. To check the status of
your 2007 refund, call 1-800-829-4477
and press 1 for automated refund informa-
tion or call 1-800-829-1954. Be sure to
wait at least 6 weeks from the date you
filed your return (3 weeks if you filed elec-
tronically). Have your 2007 tax return
available because you will need to know
your social security number, your filing
status, and the exact whole dollar amount
of your refund.

Evaluating the quality of our telephone
services. To ensure IRS representatives give
accurate, courteous, and professional answers,

we use several methods to evaluate the quality
of our telephone services. One method is for a
second IRS representative to listen in on or
record random telephone calls. Another is to ask
some callers to complete a short survey at the
end of the call.

e Products. You can walk in to many post
offices, libraries, and IRS offices to pick up
certain forms, instructions, and publica-
tions. Some IRS offices, libraries, grocery
stores, copy centers, city and county gov-
ernment offices, credit unions, and office
supply stores have a collection of products
available to print from a CD or photocopy
from reproducible proofs. Also, some IRS
offices and libraries have the Internal Rev-
enue Code, regulations, Internal Revenue
Bulletins, and Cumulative Bulletins avail-
able for research purposes.

Walk-in. Many products and services
are available on a walk-in basis.

® Services. You can walk in to your local
Taxpayer Assistance Center every busi-
ness day for personal, face-to-face tax
help. An employee can explain IRS letters,
request adjustments to your tax account,
or help you set up a payment plan. If you
need to resolve a tax problem, have ques-
tions about how the tax law applies to your
individual tax return, or you’re more com-
fortable talking with someone in person,
visit your local Taxpayer Assistance
Center where you can spread out your
records and talk with an IRS representa-
tive face-to-face. No appointment is nec-
essary, but if you prefer, you can call your
local Center and leave a message re-
guesting an appointment to resolve a tax
account issue. A representative will call
you back within 2 business days to sched-
ule an in-person appointment at your con-
venience. To find the number, go to www.
irs.gov/localcontacts or look in the phone
book under United States Government, In-

ternal Revenue Service.
@ forms, instructions, and publications to

the address below. You should receive
a response within 10 days after your request is
received.

Mail. You can send your order for

National Distribution Center
P.O. Box 8903
Bloomington, IL 61702-8903

e Current-year forms, instructions, and pub-
lications.

CD/DVD for tax products. You can
order Publication 1796, IRS Tax Prod-
ucts CD/DVD, and obtain:

e Prior-year forms, instructions, and publica-
tions.

e Bonus: Historical Tax Products DVD -
Ships with the final release.

e Tax Map: an electronic research tool and
finding aid.

e Tax law frequently asked questions.
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e Tax Topics from the IRS telephone re- buy the CD/DVD for $35 (plus a $5 handling

sponse system.

e Fill-in, print, and save features for most tax

forms.

e [nternal Revenue Bulletins.

e Toll-free and email technical support.

® The CD which is released twice during the °

fee). Price is subject to change.

CD for small businesses. Publication
3207, The Small Business Resource
Guide CD for 2007, is a must for every
small business owner or any taxpayer about to
start a business. This year’s CD includes:

Helpful information, such as how to pre-

year. ; N :
) ) ) - pare a business plan, find financing for

— The first release will ship the beginning your business, and much more.

of January 2008.

— The final release will ship the beginning e All the business tax forms, instructions,

of March 2008.

Purchase the CD/DVD from National Techni-
cal Information Service (NTIS) at www.irs.gov/

and publications needed to successfully
manage a business.

e Tax law changes for 2007.

cdorders for $35 (no handling fee) or call e Tax Map: an electronic research tool and
1-877-CDFORMS (1-877-233-6767) toll free to finding aid.

Web links to various government agen-
cies, business associations, and IRS orga-
nizations.

“Rate the Product” survey—your opportu-
nity to suggest changes for future editions.

A site map of the CD to help you navigate
the pages of the CD with ease.

An interactive “Teens in Biz” module that
gives practical tips for teens about starting
their own business, creating a business
plan, and filing taxes.

An updated version of this CD is available
each year in early April. You can get a free copy
by calling 1-800-829-3676 or by visiting www.irs.
gov/smallbiz.

“¢~- To help us develop a more useful index, please let us know if you have ideas for index entries.

Index i See “Comments and Suggestions” in the “Introduction” for the ways you can reach us.

A G M Recordkeeping .............. 10
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Assessments: Groundrent .................. 4 certificate) ................. 7 Mortgage interest ......... 3,6
For local benefits ............ 3 Minister’s or military housing Real estate taxes............ 3
Homeowners association .... 3 H allowance .................. 2 Repairs ...l 10

Assistance (See Tax help) Help (See Tax help) More informatipn (S_eg Tax help)

Home: Mortgage credit certificate S
B Acquisition debt ............. 6 (MCC) .o 7 Salestaxes................... 3
BaSiS .....oeiiiinn 8 Inherited ................... 10 Mortgage insurance Settlement or closing costs:
Mortgage interest ........... 3 Premiums ..o 6 Basisofhome............... 9

C Purchase of ................. 9 Mortgage interest: Mortgage interest ........... 4

Certificat . Received as gift ............. 9 Credit ... 7 Real estate taxes. ......... 2,9
ecrrle('ﬁta emor gage .......... , Homeowners association Eaetiucgorr;éh.t.él.w.a.r“e --------- i Stamp taxes .................. 3

Comments on publication 2 ASSESSMENLS ............... 3 Paid Eu Zettlement o 4 Statement, mortgage

. T House payment .............. 2 O ORI e interest ... 6

ConstrucFlon """"""""" 9 Housing allowance, minister or Refund ... 3.6 Suggestions for

Cooperat.lves """""""" 3.4 military ... 2 Statement ... 6 publication ................. 2

Costbasis.................... 9 Mortgage prepayment

Credit: penalty .................. 4
Mortgage interest ........... 7 I T

Improvements ............... 10 N Taxhelp................. 12
Inheritance .................. 10 : Taxes:

D _ Insurance 5o Nondeductible payments ..... 2, Real estate 2.3

Deduction: _ Interest: ’ 9 SaleS . ....oii 3
Real ctate tates - ... 2 Homemorigage ... 3 5 Taxpayer Advocate ......... 12

Prepaid ..................... 4 ) Transfertaxes ................ 3
Points ... 4 TTY/TDD information ........ 12
E K Prepaid interest .............. 4
Escrow accounts ............. 2 Keeping records ............ 10 Publications (See Tax help) W
What you can and cannot

F L R deduct ................L 2

Fire insurance premiums .. ... 9 Late payment charge 4 Real estate taxes ............. 2 m

Form: T e Deductible .................. 2
1098 ..o 6 Local benefits, assessments Paid at settlement or
8396 .\ 7 for ClOSING + . vveeeenn 2,9

Free tax services ............ 12 Refund orrebate ............ 3
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Tax Publications for Individual Taxpayers

See How To Get Tax Help for a variety of ways to get publications, including
by computer, phone, and mail.

General Guides 531 Reporting Tip Income 908 Bankruptcy Tax Guide
1 Your Rights as a Taxpayer 536 Net Operating Losses (NOLs) for 915 Social Security and Equivalent
17 Your Federal Income Tax (For Individuals, Estates, and Trusts Railroad Retirement Benefits
Individuals) 537 Installment Sales 919 How Do | Adjust My Tax Withholding?
334 Tax Guide for Small Business (For 541 Partnerships 925 Passive Activity and At-Risk Rules
Individuals Who Use Schedule C or 544 Sales and Other Dispositions of Assets 926 Household Employer’s Tax Guide For
C-EZ) 547 Casualties, Disasters, and Thefts Wages Paid in 2008
509 Tax Calendars for 2008 550 Investment Income and Expenses 929 Tax Rules for Children and
553 Highlights of 2007 Tax Changes (Including Capital Gains and Losses) Dependents
910 IRS Guide to Free Tax Services 551 Basis of Assets 936 Home Mortgage Interest Deduction
- L 552 Recordkeeping for Individuals 946 How To Depreciate Property
Specialized Publications 554 Tax Guide for Seniors 947 Practice Before the IRS and
3 Armed Forces’ Tax Guide 555 Community Property Power of Attorney
54 Tax Guide for U.S. Citizens and 556 Examination of Returns, Appeal Rights, 950 Introduction to Estate and Gift Taxes
Resident Aliens Abroad and Claims for Refund 967 The IRS Will Figure Your Tax
225 Farmer’s Tax Guide 559 Survivors, Executors, and 969 Health Savings Accounts and Other
463 Travel, Entertainment, Gift, and Car Administrators Tax-Favored Health Plans
Expenses 561 Determining the Value of Donated 970 Tax Benefits for Education
501 Exemptions, Standard Deduction, and Property 971 Innocent Spouse Relief
Filing Information 564 Mutual Fund Distributions 972 Child Tax Credit
502 Medical and Dental Expenses (Including 570 Tax Guide for Individuals With Income 1542 Per Diem Rates (For Travel Within the
the Health Coverage Tax Credit) From U.S. Possessions Continental United States)
503 Child and Dependent Care Expenses 571 Tax-Sheltered Annuity Plans (403(b) 1544 Reporting Cash Payments of Over
504 Divorced or Separated Individuals Plans) For Employees of Public $10,000 (Received in a Trade or
505 Tax Withholding and Estimated Tax Schools and Certain Tax-Exempt Business)
514 Foreign Tax Credit for Individuals Organizations 1546 Taxpayer Advocate Service — Your
516 U.S. Government Civilian Employees 575 Pension and Annuity Income Voice at the IRS
Stationed Abroad 584 Casualty, Disaster, and Theft Loss
517 Social Security and Other Information 587 Buzvir1c:|s(sb%oske(Efe:(soci?rall:ig;eelz(]?cﬁjgyr?g Spanish Language Publications
?éliggwg\elsiti;ﬁge Clergy and Use by Daycare Providers) 1SP D(?rechos del Contrlbuyentc—_z’
519 U.S. Tax Guide for Aliens 590 Individual Retirement Arrangements 579SP Co?no E;itp:rgéézrgfdaramon de
521 Moving Expenses (IRAs) » 4SP P | Deb Sab b
: 593 Tax Highlights for U.S. Citizens and 59 Que es lo que Debemos Saber sobre
523 Selling Your Home > . el Proceso de Cobro del IRS
524 Credit for the Elderly or the Disabled Residents Going Abroad e -
594 The IRS Collection Process 596SP Crédito por Ingreso del Trabajo
525 Taxable and Nontaxable Income . 850 English-Spanish Glossary of Words
526 Charitable Contributions 596 Earned Income Credit (EIC) and Phrases Used in Publications
527 Residential Rental Property (Including 721 Tax Guide to U.S. Civil Service Issued by the Internal Revenue
Rental of Vacation Homes) Retirement Benefits Service
529 Miscellaneous Deductions 901 U.S. Tax Treaties _ 1544SP Informe de Pagos en Efectivo en
530 Tax Information for First-Time 907 Tax Highlights for Persons with Exceso de $10,000 (Recibidos en
Homeowners Disabilities una Ocupacion o Negocio)

Commonly Used Tax Forms

See How To Get Tax Help for a variety of ways to get forms, including by computer, phone, and mail.

Form Number and Title

Underpayment of Estimated Tax by
Individuals, Estates, and Trusts
Child and Dependent Care Expenses
Power of Attorney and Declaration of

Application for Automatic Extension of Time
To File U.S. Individual Income Tax Return
Investment Interest Expense Deduction
Additional Taxes on Qualified Plans (Including
IRAs) and Other Tax-Favored Accounts
Alternative Minimum Tax—Individuals
Noncash Charitable Contributions

Expenses for Business Use of Your Home
Education Credits (Hope and Lifetime Learning

Form Number and Title
1040 U.S. Individual Income Tax Return 2106 Employee Business Expenses
Sch A&B Itemized Deductions & Interest and 2106-EZ  Unreimbursed Employee Business
Ordinary Dividends Expenses
Sch C Profit or Loss From Business 2210
Sch C-EZ Net Profit From Business
Sch D Capital Gains and Losses 2441
Sch D-1  Continuation Sheet for Schedule D 2848 ]
Sch E Supplemental Income and Loss Representative
Sch EIC  Earned Income Credit 3903  Moving Expenses o
Sch F Profit or Loss From Farming 4562 Depreciation and Amortization
Sch H Household Employment Taxes 4868
Sch J Income Averaging for Farmers and Fishermen
SchR  Credit for the Elderly or the Disabled 4952
Sch SE Self-Employment Tax 5329
1040A U.S. Individual Income Tax Return
Sch 1 Interest and Ordinary Dividends for 6251
Form 1040A Filers 8283 , a ntribu
Sch2  Child and Dependent Care 8582 Passive Activity Loss Limitations
Expenses for Form 1040A Filers 8606 Nondeductible IRAs
Sch 3  Credit for the Elderly or the 8812 Additional Child Tax Credit
Disabled for Form 1040A Filers 8822 Change of Address
1040EZ Income Tax Return for Single and 8829
Joint Filers With No Dependents 8863
1040-ES Estimated Tax for Individuals Credits)
1040X Amended U.S. Individual Income Tax Return 9465 Installment Agreement Request
Page 14
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