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Services

Update

The IRS released additional information to help homebuyers
understand the ways they can file to receive the homebuyer credit. It is
important for taxpayers to know that they must complete the purchase
and close or take up residence in the case of new construction in order
to be eligible to file for the credit. Here are the four main options listed
by the IRS:

1) File an extension. Taxpayers who haven't yet filed their 2008 returns
but are buying a home soon can request a six-month extension to
October 15. This step would be faster than waiting until next year to
claim it on the 2009 tax return. Even with an extension, taxpayers could
still file electronically, receiving their refund in as few as 10 days with
direct deposit.

2) File now, amend later. Taxpayers due a sizable refund for their 2008
tax return but who also are considering buying a house in the next few
months can file their return now and claim the credit later. Taxpayers
would file their 2008 tax forms as usual, and then follow up with an
amended return later this year to claim the homebuyer credit.

3) Amend the 2008 tax return. Taxpayers buying a home in the near
future who have already filed their 2008 tax return can consider filing
an amended tax return. The amended tax return will allow them to
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claim the homebuyer credit on the 2008 return without waiting until next year to claim it on the 2009 return.

4) Claim the credit in 2009 rather than 2008. For some taxpayers, it may make more financial sense to wait and claim the
homebuyer credit next year when they file the 2009 tax return rather than claiming it now on the 2008 tax return. This
could benefit taxpayers who might qualify for a higher credit on the 2009 tax return. This could include people who have
less income in 2009 than 2008 because of factors such as a job loss or drop in investment income.

There are a number of entities working on ways to advance money to be used for downpayment in anticipation of receiving
the credit. NAR is working to provide guidance on these options and how they might work. However, there is no legal way
to receive the credit itself from the IRS prior to closing since closing on the purchase is a prerequisite to eligibility for the
credit. For information on state programs to provide the credit money at the closing table, visit the National Council of

State Housing Finance Agencies.

On April 2, 2009, J. Lennox Scott, a member of NAR's Real Estate Advisory Board, testified before the Senate Appropriations
Subcommittee on Transportation and Housing and Urban Development on the importance of the FHA mortgage insurance
program. In his testimony Mr. Scott urged Congress to provide additional resources for FHA to increase its staffing and its
investment in technology. He also urged FHA to allow the $8,000 tax credit to be provided as an advance loan to be used
for downpayment. The testimony also requested that the FHA loan limits be made permanent and that FHA implement the
condominium changes that will ease purchasing a condominium with FHA insurance.
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The proposal in the Administration's FY 2010 budget to limit itemized deductions, including the mortgage interest
deduction, for upper income taxpayers has found no champions in either the House or the Senate. The House and Senate
Budget Committees have met to formulate a Budget Resolution to provide a guide for revenues and spending. NAR had
been concerned that the Budget Resolution might include references to the Administration's proposal to use a portion of
the mortgage interest deduction as a means of setting aside funds to "pay for" revisions to the health insurance and health
care systems. In the end, neither the House nor the Senate included any reference to the proposal. The proposed Budget
Resolutions did direct the tax-writing committees to set aside reserves for funding health care reform, but left the challenge
of identifying the payment mechanism to the tax writers.

On April 8, 2009, NAR President Charles McMillan submitted a comment letter on the definition of "required use" in HUD's
regulations implementing the Real Estate Settlement Procedures Act (RESPA). "Required use," as defined before HUD's
2008 rulemaking, prohibited any "person" from tying an incentive or discount to the use of a settlement service unless it
fell under the affiliated business arrangement (AfBA) exclusion. HUD's final rule, published November 17, 2008 again made
clear that the type of incentives typically offered to consumers by real estate brokers and agents (gift cards, free home
inspection) remain legal as long as they do not require the use of a particular settlement service. The new "required use"
definition also substituted the term "settlement service provider" for "person" which means that now, only "settlement
services providers" e.g. real estate brokers/agents, mortgage lenders, title companies (but not homebuilders) may lawfully
offer such incentives and tie them to a package of settlement services under the AfBA exclusion.

In light of concerns expressed by some over the impact of these changes, HUD has now requested further public comment
on whether the "required use" definition should be withdrawn and additional rulemaking pursued. NAR's comment letter
reiterates to HUD the importance of preserving the traditional practice of providing consumers with incentives and
discounts that are not tied to the use of a particular settlement service but takes no position on withdrawal of the entire
definition.

On March 30, 2009, Fannie Mae issued Announcement 09-08, implementing the 2009 conforming loan limits for high cost
areas ("high-balance" loans above $417,000). The American Recovery and Reinvestment Act (ARRA) raised loan limits for
high cost areas for 2009 to the higher of the permanent limits in effect for 2009 or the temporary limits in effect for 2008.
In most cases the 2008 limits are higher. The guidelines apply to loans delivered to Fannie Mae starting May 1, 2009.

The Fannie Mae announcement specifies eligibility requirements for high-balance loans, including:

e Loan must be conventional, first-lien mortgages only.

e One to four unit properties are eligible.

e Loans must be fixed-rate or adjustable rate loans (no balloons).

e Loans must meet loan-to-value (LTV) and minimum credit score requirements. For one unit properties with a fixed
rate mortgage, the maximum LTV is 90% and the minimum credit score is 700 for LTVs above 75% and 660 for LTVs
at or below 75%. For one unit properties with an adjustable rate mortgage, the maximum LTV is 75% and the
minimum credit score is 680. For second homes and investment properties, the maximum LTV is 65% and the
minimum credit score is 740. Other rules apply to other categories.

On March 18, 2009, the Federal Reserve Board announced it would purchase up to an additional $750 billion of mortgage
backed securities guaranteed by Fannie Mae or Freddie Mac. This new commitment is in addition to the existing $500
billion program, raising the initiative to $1.25 trillion. The Fed also announced it would increase its purchase of Fannie and
Freddie debt from $100 billion to $200 billion. This very significant additional commitment to support Fannie and Freddie
will translate into lower mortgage interest rates and will keep rates low. NAR has urged the Fed and Treasury Secretary
Geithner to take action to reduce rates and to continue their mortgage backed securities purchase programs.
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On March 23, 2009 NAR President Charles McMillan issued the following statement:

“NAR is pleased that David Stevens, an experienced, successful real estate and mortgage professional and president
and chief operating officer of Long & Foster Cos., has been nominated by President Obama to lead the Federal
Housing Administration.

“Dave’s background in single-family home mortgages makes him uniquely qualified to fill this important position
especially during this very trying time. He brings a broad understanding of the importance of housing to the overall
economy and the importance of the role FHA plays in bringing stability and growth to the housing market.

“We as REALTORS® are very proud, and we look forward to working with Dave and his team at FHA to support and
sustain the American dream of homeownership.”

On March 18, 2009, NAR President Charles McMillan met first with John Koskinen, the interim CEO of Freddie Mac, and
later in the day with Herb Allison, the CEO of Fannie Mae.

President McMillian thanked Fannie for raising the investor limit from 4 to 10 units and instructing its servicers not to
negotiate commissions on short sales below the amount negotiated by the listing agent (unless the commission exceeds 6
percent). Freddie agreed to reinforce its similar policy on short sales commissions. McMillian also welcomed the GSE
decision to make second home and investor loans eligible for the new Home Affordable Refinance Program.

With respect to short sales, the GSEs recognize that there are problems with the process and are committed to making
improvements. Both are considering using uniform forms, based on those developed by the California Association of
REALTORS®, to help promote uniformity and efficiency.

McMiillian conveyed the concerns of many REALTORS® who are concerned that, in some circumstances, the GSEs are not
using local brokers and agents to help sell their real estate owned (REQ) inventories, and both of the GSEs agreed to review
the issue.

Finally, Fannie and Freddie noted they would be issuing guidance within a few weeks that will implement the higher 2009
conforming loan limits. (Please see Section VI for more details.)

On March 30, 2009, NAR President Charles McMillan wrote to Treasury Secretary Geithner, Federal Reserve Board
Chairman Bernanke, Federal Housing Finance Agency Director Lockhart, and Federal Deposit Insurance Corporation
Chairman Bair raising concerns that their actions to reduce interest rates and increase mortgage liquidity are not fully
reaching the retail level. Rates are still too high. There are even reports of large financial institutions using leverage to gain
market share, at the expense of borrowers and small and midsized competitors, and failing to add or support additional
lending capacity. Warehouse lending is becoming difficult for smaller lenders to fund, which is reducing the availability of
affordable financing and competition. The letter asks that the addressees consider ways to improve the availability of
affordable credit at the retail level.

On April 9, 2009, NAR President Charles McMillan wrote to Treasury Secretary Geithner, Federal Reserve Board
Chairman Bernanke, and FDIC Chairman Bair asking that they require participants in the Public-Private Investment
Program (PPIP) to take advantage of the extensive experience of local commercial and residential real estate
professionals in the management and disposition of real property acquired as an inevitable consequence of
participating in the program. The PPIP provides for investors to purchase troubled loans and securities from financial
institutions to improve their balance sheets. These investors will, over time, acquire title for some of the real property
secured by mortgage loans or included in securities purchased under the program. The letter urges the use of
residential and commercial REALTORS® in implementing the PPIP.
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When: Thursday, May 14 —9:30am to 11:30am

Where: Marriott Wardman Park Hotel, Ballroom Salon 3, Lobby level.

What: Leaders from NAR and the mortgage lending field will explore how the investment market for jumbo loans
can be revitalized. The panel will examine the current problems in the jumbo mortgage market, discuss short
run options to finance jumbo mortgages and propose long term solutions to restore reasonable financing for

jumbo loans.
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When: Tuesday, May 12 — 8:00am to Noon; 2:00pm to 3:45pm * Sheila Bair FDIC Chairman

o Robert Reich
Former Secretary of Labor
o Dr. Martin Feldstein
Prof. of Economics, Harvard University
o Alan Greenspan
Former Chairman, Federal Reserve Board

Where: Marriott Wardman Park Hotel, Marriott Ballroom.

What: Featuring first-rate keynote speakers and two dynamic panels of
experts, the aim of the Summit is twofold: to alleviate the fears,
troubles and reluctance of thousands of American home owners
and buyers about entering the real estate markets, thus sparking

the national economy; and second, to show the nation that NAR e Martin Wolf
cares about the plight of housing in America and is actively doing Chief Economics Commentator, Financial Times
many things to address this. e Jane Bryant Quinn

Contributing Editor, Newsweek
Financial Journalist, The Washington Post
REAL ESTATE SUMMIT INVITED SPEAKERS
o Tim Geithner, Secretary of the Treasury
e Shaun Donovan, Secretary of HUD
e Lawrence Summers, Director, National
Economic Council

The Summit opens with the Legislative & Political Forum where
conservative commentator Pat Buchanan and former U.S. Rep.
Harold Ford (D-TN) will address the causes of the present crisis
and offer opinions on how to move forward. Following the
Forum, all-star experts from academia, economics, the real
estate industry, and government, will address challenges and
solutions to the crisis in two panel sessions. Ron Insana, senior

analyst for CNBC and financial industry expert, will moderate the panel. The Summit will conclude with FDIC
Chairman Sheila Bair addressing REALTORS® at 59 % Minutes: A Member & Director Update.

59 % Minutes: A Member & Director Update

When: Tuesday, May 12 —4:00pm to 4:59pm

Where: Marriott Wardman Park Hotel, Marriott Ballroom

What: Providing the capstone for NAR's Real Estate Summit, special guest, FDIC Chairman Shelia Bair, will discuss the
Obama Administration's latest efforts to open the credit markets.

Your Expanded Roles and Risks in Today's Evolving Market: Risk Management and License Law Forum

When: Wednesday, May 13 — 8:00am to 10:00am

Where: Omni Shoreham Hotel, Regency Ballroom

What: Two state association/hotline attorneys (Chuck Kasky, MD and Michelle Lind, AZ) will talk about loan
modification companies, lender responsiveness, mid-transaction changes, settlement table surprises,
vacant/foreclosed property conditions and much, much more.

Help Consumers and Make More Money through Short Sales: Housing Opportunity Forum

When: Thursday, May 14 — 2:00pm to 3:30pm

Where: Marriott Wardman Park Hotel, Thurgood Marshall Ballroom South

What: The panel of industry experts will share best practices to help you better navigate short sales transactions.

Real Estate Services Staff

Ken Trepeta — Director, ktrepeta@realtors.org

Kara Beigay — Communications Manager, kbeigay@realtors.org (Media contact)
Patricia Tarhon — Project Coordinator, ptarhon@realtors.org
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