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P received conmmtnment fees for entering into prior
approval purchase contracts with nortgage originators.
The contracts obligated P to purchase nortgages from
originators during a specified period of tine pursuant
to a pricing formula but did not require the
originators to sell nortgages to P. The conm t nent
fees equaled 2.0 percent of the principal anount of the
nmortgages. The commitnent fees consisted of a O.5-
per cent nonrefundable portion and a 1.5-percent
refundabl e portion. |In the taxable years 1985 through
1990, P treated the 0.5-percent nonrefundabl e portion
of the commtnent fees as prem uns received for witing
put options. As a result, when an originator sold a
nortgage to P, P treated the 0.5-percent portion of the
fee as a reduction of its purchase price and reported
this anpunt as incone over the estimated |ife of the
nortgage. |If an originator failed to sell the nortgage
to P, Preported the 0.5 percent of the fee in the year
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in which the originator failed to exercise its right to
sell the nortgage. R determ ned that the nonrefundable
comm tment fees should have been reported in the
taxabl e year that P received the paynent.

Hel d: In substance and form P s prior approval
purchase contracts were put options, and P properly
reported the nonrefundabl e portion of the comm tnent
fees as option prem uns.

Robert A. Rudnick, James F. Warren, Alan J. Swi rski,

Richard J. Gagnon, Jr., and B. John Wllians, Jr., for

petitioner.

Gary D. Kallevang, for respondent.

OPI NI ON
RUVWE, Judge: Respondent determ ned deficiencies in

petitioner’s Federal incone taxes in docket No. 3941-99 as

foll ows:
Year Defi ci ency
1985 $36, 623, 695
1986 40, 111, 127

Petitioner clains overpaynments of $9, 604,085 for 1985 and
$12, 418, 469 for 1986.
Respondent determ ned deficiencies in petitioner’s Federal

i nconme taxes in docket No. 15626-99 as foll ows:

Year Defi ci ency

1987 $26, 200, 358
1988 13, 827, 654
1989 6, 225, 404

1990 23, 466, 338
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Petitioner clains overpaynments of $57,775,538 for 1987,
$28, 434,990 for 1988, $32,577,346 for 1989, and $19, 504, 333 for
1990.

In this Opinion, we decide whether certain nonrefundabl e
commtnent fees that nortgage originators paid to petitioner to
enter into Conventional Miultifamly Prior Approval Purchase
Contracts (prior approval purchase contracts) are to be
recogni zed when those fees are paid or should be treated as

prem um for “put” options, which would defer recognition until
after delivery or nondelivery of the underlying nortgages.® This
i ssue is one of several involved in these cases.?

Backgr ound

The parties submtted this issue fully stipul ated pursuant
to Rule 122.% The stipulations of fact and the attached exhibits
are incorporated herein by this reference. At the tine it filed

the petitions, petitioner maintained its principal office in

! The adjustnents proposed in the notices of deficiency for
1985 t hrough 1990 pertaining to the commtnent fee issue included
a small amount of commtnent fees related to single-famly
optional delivery mxed in with the prior approval program The
parti es have since resolved the commtnent fee issue as to the
single-famly program

2 See Fed. Hone Loan Mbrtgage Corp. v. Conmissioner, 121
T.C. 129; 121 T.C. 254; 121 T.C. 279 (2003); T.C Meno. 2003-298.

S AIl Rule references are to the Tax Court Rules of Practice
and Procedure, and all section references are to the | nternal
Revenue Code in effect for the taxable years in issue.
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McLean, Virginia. At all relevant tines, petitioner was a
corporation managed by a board of directors.

Petitioner was chartered by Congress on July 24, 1970, by
title I'll (Federal Hone Loan Mortgage Corporation Act) of the
Emer gency Hone Financing Act of 1970, Pub. L. 91-355, 84 Stat.
450. Petitioner was established to purchase residenti al
nort gages and to devel op and maintain a secondary market in
conventional nortgages. A “conventional nortgage” is a nortgage
that is not guaranteed or insured by a Federal agency. The
“primary nortgage market” is conposed of transactions between
nortgage originators (lenders, such as savings and | oan
organi zati ons) and honeowners or builders (borrowers). The
“secondary market” generally consists of sales of nortgages by
originators, and purchases and sal es of nortgages and nortgage-
rel ated securities by institutional dealers and investors. Since
its incorporation, petitioner has facilitated i nvestnent by the
capital markets in single-famly and nmultifamly residential
nortgages. |In the course of its business, petitioner acquires
residential nortgages fromloan originators. Petitioner’s
busi ness is a high-vol unme, narrow margi n busi ness.

A. Multifam |y Mortgage Program

A multifamly nortgage loan is a | oan secured on a property
consisting of an apartnent building with nore than four

residences. Petitioner offered originators two prograns for
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selling multifamly nortgages: (1) The inmedi ate delivery
purchase program and (2) the prior approval conventi onal
multifam |y nortgage purchase program (prior approval program

1. | mmedi ate Delivery Purchase Program

Petitioner designed the i medi ate delivery purchase program
to accommodate the purchase of nortgages already cl osed and on an
originator’s books at the tine an originator enters into a
purchase contract with petitioner. Although this programis
designed for portfolio nortgages, an originator may enter into an
i mredi ate delivery purchase contract with petitioner before
actually closing on the nortgage. However, if for some reason
t he nortgage cannot be delivered, petitioner can inpose sanctions
on an originator.

To participate in the i medi ate delivery purchase program
an originator tel ephones petitioner to make an offer for a
purchase contract. \When petitioner receives a tel ephone offer
froman originator, that offer is “an irrevocable offer that the
[originator] may not nodify.” Petitioner may accept an offer
within 2 business days of receiving the tel ephone offer. When
petitioner accepts an offer, it executes two copies of the
purchase contract and mails the contract to an originator.

Wthin 24 hours of receiving the purchase contract, an originator
nmust execute the contract and mail one copy along with a $1, 500

nonr ef undabl e application/review fee or 0.1 percent of the
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purchase contract, whichever is greater, to petitioner’s
applicable regional office. |If an originator failed to
acknowl edge and submt a copy of a purchase contract, petitioner
may di squalify or suspend an originator as an eligible seller to
petitioner. After conpleting a docunentation review,
underwiting, and property inspections, if any, petitioner’s
applicable regional office will contact an originator. The
nort gages acceptable to petitioner will be identified and
pur chased.
An originator nust deliver the nortgages to petitioner
wi thin the 30-cal endar-day commtnent period. |n nost cases, the
penalty for nondelivery is disqualification or suspension of an
originator fromeligibility to sell nortgages to petitioner.*
Under the inmedi ate delivery purchase program petitioner

established its required net yield when originators offered the

“ Petitioner’s Sellers’ & Servicers’ Quide, which is part of
the contract, states that petitioner “may disqualify or suspend a
* * * Tan originator] for * * * [an originator’s] failure to
deliver any docunents under a * * * mandatory delivery purchase
program as required by section 0601”. Sec. 0601 of the Sellers’
and Servicers’ Quide states that “Delivery under the * * *
i mredi ate delivery purchase prograns is mandatory. * * *
Delivery is not mandatory under the home nortgage opti onal
delivery purchase prograns.” The guide al so provides that
petitioner may disqualify or suspend an originator for “failure
to observe or conply with any term or provision of the purchase
docunent”. In addition to disqualification and suspension,
petitioner “reserves the right to take whatever other action it
deens appropriate to protect its interests and enforce its
rights”.
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contracts. The required net yield is the interest rate that
petitioner will receive fromthe nortgage it purchases from an
originator. Petitioner did not charge an upfront conmtnent fee
inits imredi ate delivery purchase program

2. Pri or Approval Program

Al ternatively, originators may sell nmultifamly nortgages to
petitioner under the prior approval program which began in 1976.
Under this program petitioner entered into contracts with
originators to purchase a nmultifamly nortgage before the closing
date of the nortgage. |In general, each executed prior approval
purchase contract pertained to a single nortgage, as opposed to a
pool of nortgages. Petitioner’s pronotional panphlets state that
this programoffered originators the “peace of m nd” of know ng
that petitioner would purchase the |loan once it closed. The
panphl ets al so explain that once an originator entered into a
prior approval purchase contract with petitioner, “delivery of
the loan is still optional, so [the originators] don’t have to
worry if the deal hits a snag or falls through conpletely.”

Under the prior approval program originators were not
obligated to deliver the nultifamly nortgage to petitioner.
Petitioner’'s Sellers’ & Servicers’ Quide is part of the contract
between an originator and petitioner. Petitioner’s Sellers’ &
Servicers’ Quide states: “Delivery under this programis

optional. However, unless the optional delivery contract is
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converted to a mandatory delivery contract within the 60-day
optional delivery period, the nortgage may not be delivered and
[petitioner] will retain the entire 2-percent commtnment fee
requi red pursuant to section 3004.” The Sellers’ & Servicers’
Gui de al so provides:

The optional delivery date stated in the purchase
contract will be within 60 days fromthe date
[ petitioner] issues the purchase contract plus the 10-
busi ness-day period in which the [originator] may
accept the purchase contract. During the 60-day
period, if the [originator] intends to deliver the
nmortgage(s) to [petitioner], the [originator] nust
convert the optional delivery purchase contract to a
30-day mandatory delivery purchase contract. * * *

To receive a prior approval purchase contract from
petitioner, an originator nmust submt a request for prior
approval of a specific nultifamly project. Along with the
request, an originator paid a nonrefundable | oan application fee
of the greater of $1,500 or 0.10 percent of the original
princi pal anobunt of the nortgage (but not in excess of $2,500).
After conpletion of processing, including underwiting and
property inspections, petitioner would determ ne whet her the
nort gage was acceptable. 1d. |[If acceptable, petitioner would
execute a prior approval purchase contract (also called Form®6),
which it mailed to an originator. An originator wishing to
participate in the prior approval programwould execute the Form
6, and mail or deliver it to petitioner no later than 10 business

days fromthe
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date of petitioner’'s offer. Form6 would set forth details of
the specific nortgage that an originator could deliver.

Bet ween 1985 and 1991, petitioner required an originator to
submt a 2-percent commtnent fee with the executed prior
approval purchase contract. During the years at issue, the 2-
percent commtnent fee consisted of a 0.5-percent nonrefundable
portion and a 1.5-percent portion that was refundable if an
originator delivered the nortgage under the prior approva
purchase contract.® Petitioner was entitled to keep the
nonr ef undabl e portion when it entered into the agreenent. The
0. 5-percent portion of the commtnment fee received by petitioner
was not held in trust or escrow and was subject to unfettered
control by petitioner.

If an originator did not deliver the specific nortgage to
petitioner, it forfeited the 1.5-percent refundable portion of
the coomtnent fee. Forfeiture of the refundable portion of the

fee in the event of nondelivery functioned as a delivery

> |n 1982, petitioner charged a comitnent fee equal to 2
percent of the comm tnent anount (the principal anmount of the
nortgage to be delivered), which was fully refunded to a nortgage

originator if the nortgage was delivered. In Septenber 1983, the
comm tnment fee was changed so that the amount charged to a
nortgage originator was still 2 percent, with 1 percent being

nonr ef undabl e and 1 percent refundabl e when the nortgage | oan was
delivered. The commtnent fee structure was changed again for
the years in issue.
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i ncentive consistent with petitioner’s business preference to buy
nortgages in the secondary market.?®

Under the prior approval program an originator had the
right, but not the contractual obligation, to elect at any tine
during the ensuing 60 days (or in sonme cases 15 days) to enter
into a mandatory commtnent to deliver a conform ng nortgage to
petitioner. Under this program petitioner commtted to
purchasi ng a nortgage when an originator delivered it to
petitioner within the delivery period.”’

Petitioner required originators to service the nortgages
they sold to petitioner. Oiginators received conpensation for
performng this service (the conpensation is known as the m ni num
servicing spread). For the years at issue, the m nimum servicing
fee (the originator’s retained spread over the life of the
nort gage) was 25 basis points (bps)® on nortgages |ess than $1
mllion, 12.5 bps on nortgages between $1 and $10 million, and

was negotiabl e on nortgages nore than $10 mllion.

6 For Federal inconme tax purposes, the 1.5-percent
refundabl e portion of the commtnent fee was treated by
petitioner as a payable upon its receipt and was taken into
income only if the underlying nortgages were not delivered to
petitioner. Petitioner’s tax accounting for the 1.5-percent
refundabl e portion of the fee is not at issue.

" The Sellers’ & Servicers’ Quide does not use the term “put
options” or “put option” to describe these comm tnent
arrangenent s.

8 A basis point (bp) is 1/100th of a percent.
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To exercise its delivery right under a prior approva

purchase contract, an originator was required to give notice of
conversion to petitioner and enter into a 30-day “mandatory
delivery contract” on Form 64A, Conventional Miltifamly
| medi ate Delivery Purchase Contract and Prior Approva
Conversion Arendnent. An originator could elect to deliver the
multifam |y nortgage at petitioner’s maxi numrequired net yield
or at an alternate required net yield.® Petitioner’s required
net yield was the rate at which originators could contract to
deliver a nortgage under the imredi ate delivery purchase program
The maxi mum required net yield was the fixed rate, or |ocked-in
interest rate, that petitioner and an origi nator had previously
agreed upon in Form6.1 The alternate required net yield was
the rate at which an originator could contract to deliver a
nortgage to petitioner under the imredi ate delivery purchase

program as quoted by petitioner on any day during the 60-day (or

 Effective July 1986, upon electing to effectuate delivery
with a mandatory delivery contract with an alternative required
net yield, an originator could request an increase in the nmaxi mm
anount of the nortgage to be delivered. The anount of any
increase was at the sole discretion of petitioner. Upon the
request for an increase, an originator was required to remt
$1, 000 plus 2 percent of the increased nortgage anmount within 24
hours. O this 2 percent, 0.5 percent was nonrefundable and, if
approved, petitioner was entitled to retain the fee. Upon
purchase of the nortgage, petitioner refunded 1.5 percent of the
total nortgage anmount as increased.

10 The maxi mumrequired net yield is the maxi mumi nterest
rate that petitioner may receive fromthe nortgage delivered by
an originator.
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15-day) optional delivery period; if the required net yield noved
downward, an originator could select the |ower required net
yield. The purchase price and net yield to petitioner becane
fixed upon an originator’s selection of either the maximm
required net yield, or the alternate required net yield on any
day during the 60-day (or 15-day) period that an originator
elected an alternate required net yield. The purchase price
either would reflect a discount frompar (100 percent of unpaid
princi pal balance (UPB)) or would be at par, depending on the
relationship of the rate on the nortgages (coupon rate) actually
tendered by an originator to the “m nimum gross yield”, which was
the sumof the required net yield selected and the m ni mum
servicing spread. !

For exanpl e, suppose an originator and petitioner entered
into a prior approval purchase contract with respect to a
nortgage in the maxi mum anount of $6 million. The originator
paid the 2-percent conmitnent fee in the anount of $120,000. The
nort gage was subject to a maxi mum nortgage interest rate of
12.595 percent, and the nmaxi mumrequired net yield to petitioner
was 12.470 percent. The difference, 0.125 percent or 12.5 bps,

represents the mninumspread to be retained by an originator for

11 When an originator serviced a nortgage for petitioner, it
recei ved the amount of interest on the nortgage in excess of the
required net yield. The m ninum servicing spread is the
di fference between the maxi num nortgage interest rate and the
maxi mum requi red net vyield.
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servicing the nortgage, or $7,500/year. |If an originator
contenpl ated selling the subject nortgage to another buyer in
lieu of petitioner, it would have to consider the effect of
forfeiting the otherw se refundable portion of the comm tnent
fee, or $90,000, in conparison to the spread it could obtain with
anot her purchaser.

In the event that petitioner’s required net yield on any day
during the 60-day (or 15-day) period exceeded the “maxi num
required net yield”, petitioner could be required on that day to
contract to purchase conform ng nortgages at the maxi mum required
net yield stated on the Form6, instead of at its current day
required net yield. This arrangenent effectively ensured that an
originator could nmake a nortgage loan to a borrower at a
particular rate, and would be protected against having to sell it
to petitioner at a discount frompar, or at an additional
di scount as a result of an increase in petitioner’s required net
yield during the 60-day (or 15-day) period. Because it could
select the maximumrequired net yield if market rates increased,
an originator was assured of dealing at a rate that was no higher
than was specified in the prior approval purchase contract.

Thus, an upward novenent in interest rates normally would not
prevent an originator fromdelivering a nortgage under the prior
approval program Alternatively, if interest rates went down, an

originator would have the benefit (whether in the formof a
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greater spread or less of a discount from UPB) of selecting an
alternate required net yield in lieu of the higher maxi mnum
required net yield as stated in the prior approval purchase
contract. 2

If an originator selected an alternate required net yield,
it was required to give notice of this selection no later than
the date of conversion to mandatory delivery. |f an originator
failed to give notice of conversion to a mandatory conmi t nent
within 5 business days of selecting an alternate required net
yield, the prior approval purchase contract would be term nated,
and petitioner would retain the entire 2-percent commtnent fee.

Nondel i very generally occurred when the borrower repudi ated
or defaulted on its arrangenent with the originator so that the
originator did not have the nortgage to deliver.®® Unlike
originators who entered into an i medi ate delivery purchase
program when an originator participating in the prior approval
programfailed to deliver a nortgage, it was not disqualified or

suspended as an eligible seller of nortgages to petitioner.

2 1f petitioner’s required net yield on the day of delivery
el ection was | ower than the maxi numrequired net yield, an
originator holding a higher than current market-rate nortgage
woul d normal Iy obtain a spread greater than the m ni num servicing
spread specified in sec. 2603 of petitioner’s Sellers’ and
Servicers’ Quide.

13 An originator finding a nore attractive opportunity for
di sposing of a nortgage had to consider the forfeiture of the
1. 5-percent refundable portion of the commtnent fee.
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In conputing its taxable inconme for the years 1985 through
1991, petitioner treated the 0.5-percent nonrefundabl e portion of
the commtnent fees as premumreceived for witing put options
in favor of the various nortgage originators. Petitioner
generally did not include in taxable income anounts received for
the 0. 5-percent nonrefundable portion of the conmmtnent fee in
the year of receipt. Petitioner deducted such nonrefundabl e
anounts fromthe cost basis of nortgages purchased when
originators delivered nortgages to petitioner. Petitioner
anortized these anounts into inconme over nultiyear periods of 7
or 8 years (i.e., the estimated life of the nortgages in
petitioner’s hands).! |If an originator failed to el ect
mandatory delivery of the specified nortgages within the
prescri bed period, petitioner recognized the nonrefundabl e
portion of the commtnent fee in the current year if the |ast day
of the 60-day (or 15-day) period was within the current year.

During the years 1985 through 1991, petitioner received the
0. 5-percent nonrefundabl e portion of the conm tnent fees pursuant
to the prior approval programin anounts totaling $9, 506, 398,
$16, 489, 524, $9, 408, 907, $4, 525, 606, $4, 892, 445, $2, 805, 392, and

$41, 257, respectively. On its corporate returns for the years

14 When a nortgage was delivered in the same year that
petitioner received the commtnent fee, petitioner recognized the
nonr ef undabl e portion of the comnmtnent fee in the year of
receipt, to the extent of anortization for that year.
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1985 through 1993, petitioner included taxable incone of
$5, 636, 762, $16, 627,101, $2, 035, 928, $2, 601, 628, $3, 213, 184,
$3, 563, 858, $3, 569, 015, $3,569, 015, and $3, 569, 015, respectively.
The adjustnents in dispute in the 1985-90 taxable years are the
net differences between the anmounts of nonrefundabl e comm t nent

fees received and reported for tax purposes, as foll ows:

Nonr ef undabl e Ampunt in
Commi t nent  Fees Recei ved Report ed D spute 1985-90
1985 $9, 506, 398 $5, 636, 762 $3, 869, 636
1986 16, 489, 524 16, 627, 101 (137, 577)
1987 9, 408, 907 2, 035, 928 7,372,979
1988 4,525, 606 2,601, 628 1, 923, 978
1989 4,892, 445 3,213, 184 1,679, 261
1990 2, 805, 392 3, 563, 858 (758, 466)

In conputing its taxable incone for the year 1985,
petitioner overstated its inconme attributable to such receipts
under its method of accounting in the anmount of $883,638 as a
result of a conputational error.

During the years 1985 through 1988, and 1990, originators
failed to deliver at |east 67 nortgages specified in prior
approval purchase contracts to petitioner.!® See appendix, which
lists these 67 contracts. As a result, the 1.5-percent
refundabl e portion of the 2-percent conmtnent fee was forfeited

to petitioner. During the relevant period, these 67 contracts

15 Petitioner was unable to |ocate records of the prior
approval purchase contracts executed in 1989 that would identify
the nortgages fromthat year, if any, where the specified
nort gages were undel i vered.
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represent approximtely 1 percent (by val ue and nunber) of al
the contracts that petitioner entered into in the prior approval
program Petitioner was not necessarily infornmed of the precise
reason for the nondelivery; petitioner believes that the typical
reason for nondelivery was failure of the underlying nortgage to
have been consummat ed.

Di scussi on

Petitioner argues that the 0.5-percent nonrefundable
portions of the commtnent fees that originators paid to enter
into prior approval purchase contracts constitute “put” option?®
prem uns, the tax treatnent of which could not be determ ned
until originators either exercised the options or allowed themto
| apse. Respondent disagrees, arguing that the 0.5-percent
nonr ef undabl e portions of the commtnent fees are not option
prem um because the prior approval purchase contracts are not
option contracts. Respondent argues that petitioner had a fixed
right to the nonrefundable portion of the conm tnment fees when
the prior approval purchase contracts were executed and t hat
section 451 requires petitioner, as an accrual basis taxpayer, to
recogni ze the nonrefundable commtnent fees in the year of
recei pt because its right to retain the commtnent fees was fixed

and det er m ned.

18 A “put” option gives the option holder the right, but not
the obligation, to sell sonething at an agreed upon price or
pricing formula for a limted period of tine.
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Section 451(a) generally provides that “The anmount of any
item of gross incone shall be included in the gross incone for
the taxable year in which received by the taxpayer, unless, under
the method of accounting used in conputing taxable inconme, such
anount is to be properly accounted for as of a different period.”
Accrual method taxpayers normally recogni ze i ncone when “all the
events have occurred which fix the right to receive” incone and
t he amount of inconme “can be determ ned wth reasonable
accuracy.” Sec. 1.451-1(a), Incone Tax Regs. However, as nore
fully explained, infra, paynments of option prem uns are not
recogni zed when received, even when the recipient has a fixed
right to retain the paynents, because the character of those
paynments is uncertain until the option has been exercised or has

| apsed. E.g., Od Harbor Native Corp. v. Conm ssioner, 104 T.C.

191, 200 (1995). Because of the unique facts in this case, we
must exam ne the rules governing the tax treatnment of option
prem uns and the policy underlying those rules to deci de whet her
a prior approval purchase contract constitutes an option for
Federal incone tax purposes.

“An option has historically required the follow ng two
elenments: (1) A continuing offer to do an act, or to forbear
from doi ng an act, which does not ripen into a contract until
accepted; and (2) an agreenent to | eave the offer open for a

specified or reasonable period of tine.” 1d. at 201 (citing
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Saviano v. Conmi ssioner, 80 T.C. 955, 970 (1983), affd. 765 F. 2d

643 (7th Cr. 1985)). “The primary legal effect of an option is
that it limts the promsor’s power to revoke his or her offer.
An option creates an unconditional power of acceptance in the
offeree.” 1d. (citing 1 Restatenent, Contracts 2d, sec. 25(d)
(1981)). An option normally provides a person a right to sell or
to purchase “*at a fixed price wwthin a limted period of tine
but inposes no obligation on the person to do so’”. See Elrod v.

Comm ssi oner, 87 T.C. 1046, 1067 (1986) (quoting Koch v.

Comm ssioner, 67 T.C. 71, 82 (1976)). An agreenent that purports

to be an “option”, but is contingent or otherw se conditional on

sone act of the offering party, is not an option. Saviano V.

Conmi ssi oner, supra at 970.

An option contract grants the optionee the right to accept
or reject an offer according to its terms within the tinme and

manner specified in the option. Estate of Franklin v.

Commi ssioner, 64 T.C 752, 762 (1975), affd. on other grounds 544

F.2d 1045 (9th Cr. 1976); 1 WIliston on Contracts, sec. 5:16
(4th ed. 2004). Options have been characterized as unil ateral
contracts because one party to the contract is obligated to
perform while the other party may deci de whether or not to

exercise his rights under the contract. U.S. Freight Co. V.

United States, 190 &. d. 725, 422 F.2d 887, 894 (1970). Courts

have found that the holder of an option nust have a “truly
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alternative choice” to exercise the option or to allowit to

| apse. 1d. at 895; see also Halle v. Conm ssioner, 83 F.3d 649,

654 (4th Cir. 1996), revg. and remandi ng Kingstowne L.P. v.

Conmi ssioner, T.C. Menp. 1994-630; Koch v. Commi ssioner, supra at

82. Thus,

the clear distinction between an option and a contract
of sale is that an option gives a person a right to
purchase [or sell] at a fixed price within alimted
period of tinme but inposes no obligation on the person
to do so, whereas a contract of sale contains nutua
and reciprocal obligations, the seller being obligated
to sell and the purchaser being obligated to buy.

[ Koch v. Conm ssioner, supra at 82.]

Option paynents are not includable in income to the optionor
until the option either has | apsed or has been exerci sed.

Kitchin v. Conm ssioner, 353 F.2d 13, 15 (4th Cr. 1965), revg.

T.C. Meno. 1963-332; Va. lron Coal & Coke Co. v. Conmm ssioner, 99

F.2d 919 (4th Gr. 1938), affg. 37 B.T. A 195 (1938); Elrod v.

Conmi ssi oner, supra at 1066-1067; Koch v. Conm ssioner, supra at

89. In Rev. Rul. 58-234, 1958-1 C. B. 279, 283-284, the
Comm ssi oner has reiterated these sane principles:

An optionor, by the nere granting of an option to
sell (“put”), or buy (“call”), certain property, may
not have parted with any physical or tangi ble assets;
but, just as the optionee thereby acquires a right to
sell, or buy, certain property at a fixed price during
a specified future period or on or before a specified
future date, so does the optionor becone obligated to
accept, or deliver, such property at that price, if the
option is exercised. Since the optionor assunes such
obligation, which may be burdensone and is conti nuing
until the option is term nated, w thout exercise, or
otherwi se, there is no closed transaction nor
ascertainabl e income or gain realized by an optionor
upon nere receipt of a premumfor granting such an
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option. The open, rather than closed, status of an
unexerci sed and otherw se unterm nated option to buy
(in effect a “call”) was recogni zed, for Federal incone
tax purposes, in A E. Hollingsworth v. Conm Ssioner,
27 B.T.A 621, * * * (1933). It is manifest, fromthe
nature and consequences of “put” or “call” option

prem uns and obligations, that there is no Federal

i ncone tax incidence on account of either the receipt
or the paynent of such option premuns, i.e., fromthe
standpoi nt of either the optionor or the optionee,

unl ess and until the options have been term nated, by
failure to exercise, or otherwse, wth resultant gain
or loss. The optionor, seeking to mnimze or concl ude
the eventual burden of his option obligation, m ght pay
t he optionee, as consideration for cancellation of the
option, an anount equal to or greater than the prem um
Hence, no incone, gain, profits, or earnings are
derived fromthe receipt of either a “put” or “call”
option prem um unless and until the option expires

W t hout being exercised, or is term nated upon paynent
by the optionor of an anount |ess than the prem um
Therefore, it is considered that the principle of the
decision in North Anerican O Consolidated v. Burnet,
286 U. S. 417 * * * (1932), which involved the receipt
of “earnings,” is not applicable to receipts of

prem uns on outstandi ng options.

Rev. Rul. 58-234, 1958-1 C.B. at 284, 285, summarizes the tax
treatnment of put option premuns as foll ows:

[ T] he amount (prem un) received by the witer (issuer
or optionor) of a “put” or “call” option which is not
exerci sed constitutes ordinary incone, for Federal

i ncome tax purposes, under section 61 of the Internal
Revenue Code of 1954, to be included in his gross
income only for the taxable year in which the failure
to exercise the option becones final

* * * * * * *

[Where a “put” option is exercised, the anpunt
(premun) received by the witer (issuer or optionor)
for granting it constitutes an offset against the
option price, which he paid upon its exercise, in
determning his (net) cost basis of the securities that
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he purchased pursuant thereto, for subsequent gain or
| oss purposes. * * *

See also Rev. Rul. 78-182, 1978-1 C B. 265.

A contract is an option contract when it provides (A) the
option to buy or sell, (B) certain property, (C at a stipul ated
price, (D) on or before a specific future date or wthin a

specified tinme period, (E) for consideration. W Union Tel. Co.

v. Brown, 253 U. S. 101, 110 (1920); Halle v. Conm ssioner, supra

at 654; A d Harbor Native Corp. v. Conmm ssioner, 104 T.C. at 201;

Estate of Franklin v. Conm ssioner, supra at 762-763; Rev. Rul.

58-234, supra. To determ ne whether a contract constitutes an
option, courts |ook at the contractual |anguage and the econom c

substance of the agreenent. Halle v. Conm ssioner, supra.

Petitioner’s prior approval purchase contracts exhibit the
followi ng characteristics of an option for tax purposes: (1) The
prior approval purchase contracts satisfy the formal requirenents
of option contracts; (2) the econom c substance of the prior
approval purchase contracts indicates that the contracts are an
option; and (3) the rationale for granting open transaction
treatment to option premumapplies to petitioner’s transactions.

1. Fornmal Requirenents of the Option

Petitioner’s prior approval purchase contracts provide for
the optional delivery of nortgages by an originator. The
Sellers’ and Servicers’ Cuide states: “Delivery under this

programis optional. However, unless the optional delivery
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contract is converted to a mandatory delivery contract wthin the

60-day optional delivery period, the nortgage may not be

delivered”. (Enphasis added.) The contractual terns
specifically provide that an originator has the right, but not an
obligation, to sell the nortgage to petitioner. The prior
approval purchase contract specified the nortgage that petitioner
was obligated to purchase if an originator exercised its option.
To participate in the prior approval program an originator would
execute and deliver to petitioner a Form 6, which set forth the
details of a specific nortgage to be delivered.

Despite the | anguage of the prior approval purchase
contracts, respondent argues that the formof the contracts does
not create an option. In support of his argunent, respondent
quotes the Sellers’ & Servicers’ @uide, which states: “*Under
this program [petitioner] will contract with the [originator]

before the closing date of the nortgage to purchase a nmultifamly

nortgage on a specific existing project.’” Respondent argues
that the ternms contain an explicit offer to purchase by
petitioner and an explicit acceptance by an origi nator.

We agree that petitioner has nmade an explicit offer to
purchase an originator’s nortgage; this is consistent with an
option contract. |In fact, an essential characteristic of an
option contract is that one party is obligated to perform while
the other party may deci de whether or not to exercise his rights

under the contract. U S. Freight Co. v. United States, 190 Ct




- 24 -
. 725, 422 F.2d 887 (1970). Respondent’s position ignores both
the reality and the |anguage in the Sellers’ & Servicers’ Qi de
that delivery of the nortgage by an originator is “optional”
Respondent argues that the prior approval purchase contracts
are not options because these contracts lack a fixed purchase
price that petitioner will pay in the event an originator
delivered a nortgage. Respondent contends that the price was not
fi xed because an originator could deliver a nortgage at either
the maximumrequired net yield or the alternate required net
yield, which was not fixed until an originator converted a prior
approval purchase contract into a nmandatory delivery contract.
The prior approval purchase contracts establish a fornula to
determ ne the price, which petitioner and an originator agreed to
use. Form6 identified the anount of the nortgage that
petitioner was obligated to purchase. The maxi num required net
yield provides the mninmum price that petitioner would pay to an
originator to purchase the nortgage. Wile the alternate
required net yield allowed an originator to potentially receive a
nore favorabl e purchase price, we do not think that this feature
of the contract changes the fact that the parties to the prior

approval purchase contracts agreed to a formula that determ ned
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the stipulated price. See Estate of Franklin v. Conm ssioner, 64

T.C. at 763-764.
In an option contract, the seller agrees to hold an offer

open for a specified period of tine. (Qd Harbor Native Corp. v.

Conm ssi oner, supra at 201. It is clear that the prior approval

purchase contracts establish a specific time for an originator to
exercise its right to sell the nortgage to petitioner.

Petitioner granted an option for consideration. The
Sellers’ and Servicers’ Cuide states:

A commtnment fee of 2 percent of the anmount of the

pur chase contract nust be submtted by the

[originator] with the executed purchase contract.

Three-fourths of the conmtnment fee is refundable on

the Freddi e Mac fundi ng date, when the nortgage,

meeting all of the terns of the purchase contract and

section 3803, is delivered to the applicable Freddie

Mac regional office on or before the delivery date

stated in the purchase contract.
When petitioner and an originator entered into a prior approval
purchase contract, petitioner was entitled to retain the 0. 5-
percent nonrefundable portion of the commtnent fee. This
nonr ef undabl e portion of the commtnent fee constitutes
consideration to petitioner for granting an option.

2. Econom ¢ Subst ance of the Option

An essential part of any option is that its potential value
to the optionee and its potential future detrinment to the
opti onor depends on the uncertainty of future events. An
optionee is wlling to pay for potential future value, and the

optionor is willing to accept a potential future detrinent for a
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price. For exanple, in a typical put option, the optionee is
willing to pay a premumto the optionor for the right to sell a
security to the optionor at an agreed price sonetine in the
future. |If the market value of the security falls bel ow the
exercise price, the optionee can sell the security to the
optionor at a price greater than its value on the exercise date.
That potential opportunity is what the optionee paid for.
Li kewi se, the prem umreceived by the optionor is conpensation
for accepting the potential risk of having to purchase at an
unfavorable price. |If the market value of the security rises
above the exercise price, the option will not be exercised, and
t he optionor keeps the option prem um for having accepted the
ri sk associated with uncertainty.

The prior approval programinvolves an option to sel
exerci sable by an originator. An originator (optionee) can
choose to enforce its rights to sell a nortgage to petitioner
(optionor) at an agreed pricing formula but is under no | egal
obligation to do so. During the period when it can exercise its
option to sell, the originator can choose between the agreed
maxi mum yield for petitioner or, if interest rates fall, a |esser

yield for petitioner. |If interest rates rise above the agreed
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maxi mum yi el d, petitioner is required to purchase the nortgage on
ternms | ess favorable than they woul d have been at current rates.

The option of whether to sell the nortgage al so protects an
originator fromthe risk it mght not close the subject nortgage,
maki ng the sale to petitioner inpossible. Wthout the option,
the originator’s failure to deliver could result in serious
sanctions including the originator’s disqualification from
further dealings with petitioner. An originator could avoid the
commtnent fee altogether by entering into an i nmedi ate delivery
purchase contract; however, a failure to deliver the nortgage to
petitioner under an i medi ate delivery purchase contract can
result in sanctions including disqualification of an originator
fromfuture nortgage sales to petitioner. |In nost cases, the
penalty for nondelivery is disqualification of an originator from
eligibility to sell nortgages to petitioner. Gven petitioner’s
prom nent position in the secondary nortgage narket,
disqualification of an originator would seemto be of great
i nportance to an originator and woul d explain why an origi nator
iswlling to pay the nonrefundable commtnent fee in return for
retaining the option to deliver the nortgage. The uncertainty of
an originator’s ability to deliver a nortgage that has not cl osed
and the potential detrinent to be suffered in that event,
constitutes a future contingency that the optionee is wlling to
pay to protect itself against. This contingency, while

apparently unlikely to occur, is obviously of sufficient concern
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to originators to justify selection of the prior approval
purchase contract and paynent of the nonrefundabl e portion of the
commtnent fee, rather than entering into an i medi ate delivery
purchase contract and risk default and the rel ated sancti ons.
Petitioner, on the other hand, is wlling to nmake delivery
optional, and thereby give up the rights and renedies it would
have had under an i medi ate delivery contract, in return for the
nonr ef undabl e portion of the commtnent fee.

Respondent argues that the possible forfeiture of the 1.5-
percent refundable portion of the commtnent fee nakes it
virtually certain that the nortgage sale will be consummat ed,
negating any real option for an originator. Petitioner
acknow edges that potential |oss of the refundable portion of the
commtnent fee was intended to encourage an originator to sel
the nortgage if there was a nortgage to sell. |Indeed, an
originator’s agreenent to forfeit the nonrefundable portion
indicates its intent to follow through wwth the sale if possible.
But the possible inability to deliver and rel ated sanctions were
apparently of sufficient concern to originators to justify
paynment of the 0.5-percent nonrefundable portion in order to nake
delivery optional. |[If such risk were not significant,
originators could sinply have entered into mandatory delivery

contracts and avoi ded t he nonrefundabl e fee.

Respondent cites Halle v. Conm ssioner, 83 F.3d 649 (4th

Cr. 1996), as authority for his argunment that there was no
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option. In Halle, a corporation owned |and, which the taxpayer

wanted to purchase. The taxpayer fornmed a limted partnership to
purchase all the stock of the corporation. The limted
partnership and the corporation entered into a stock purchase
agreenent, which stated that “*Seller hereby agrees to sell to
Buyer, and Buyer agrees to purchase from Seller’” the stock of
the corporation for $29 mllion. The agreenent required the
l[imted partnership to pay a $3 m |l lion deposit and the bal ance
at settlement. The agreenent permtted the limted partnership
to defer the settlenent date by paying nonthly installnments of
$225,000. If the limted partnership defaulted, the contract
provided that it would forfeit the downpaynent and nonthly
installnents already paid. The limted partnership paid the
sell er $900,000 to defer settlenment and deducted those paynents
as settlement interest on its incone tax returns. The
Comm ssi oner di sallowed the clainmed interest deduction, arguing
that the agreement was an option.

The Court of Appeals for the Fourth Grcuit exam ned the
| anguage of the stock purchase agreenent and the econonic
substance of the transaction to determ ne whether the contract
was an option. The Court found that under the terns of the
agreenent, the seller had an unconditional obligation to sell the
stock, the limted partnership had an unconditional obligation to
purchase the stock, and the agreenment did not expressly provide

the limted partnership with the option to withdraw fromthe
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transaction. The court also found that the econom c substance of
t he stock purchase agreenent created i ndebtedness. To find that
the contract created indebtedness, the court relied on “(1) the
anmount of the contractually specified |Iiquidated damages, (2) the
extent to which [the limted partnership] assuned real econom c
burdens of ownership before settlenent, (3) [the limted
partnership’ s] peripheral activities before settlenment, and (4)

t he absence of apparent notives for creating an option contract.”
Id. at 655.

Unlike Halle v. Conmni ssioner, supra, we find that the terns

and the economc realities of the prior approval purchase
contracts indicate that these contracts were options. The
Sellers’ & Servicers’ Quide indicates that the prior approval
purchase contract offers an alternative to the imedi ate delivery
pur chase program when an originator and the borrower have not
closed on a nortgage. By entering into an immedi ate delivery
purchase contract, an originator could receive a commtnent from
petitioner wthout paying the 0.5-percent nonrefundable fee.
However, originators who participated in the prior approval
program chose to pay the conmtnent fee to protect thenselves
fromfluctuations in interest rates during the period when the
opti on was open and the uncertainty associated with the
possibility that the nortgages m ght not close within the
delivery period. Had originators been absolutely certain that

they coul d deliver the nortgages, they could have entered into an
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i mredi ate delivery purchase contract and avoi ded any conm t ment
fee. The prior approval purchase contracts provided an
originator wwth protection in the event it could not deliver a
nortgage to petitioner. Thus, despite the fact that originators
delivered nortgages to petitioner in approximtely 99 percent of
the prior approval purchase contracts, originators were
apparently willing to pay a premumfor the option because they
were uncertain about when or whether they would in fact have a
nortgage to sell to petitioner.

3. Rati onale for Option Treat ment

The policy rationale for the tax treatnment of an option as
an open transaction is that the outcone of the transaction is
uncertain at the tinme the paynents are nmade. That uncertainty
prevents the proper characterization of the premumat the tine

it is paid. See DIl Co. v. Comm ssioner, 33 T.C. 196, 200

(1959), affd. 294 F.2d 291 (3d Cir. 1961). “Since the optionor
assunes such obligation, which nay be burdensone and is
continuing until the option is term nated, w thout exercise, or
otherwi se, there is no closed transaction nor ascertai nable
i ncone or gain realized by an optionor upon nere receipt of a
prem um for granting such an option.” Rev. Rul. 58-234, 1958-1
C.B. at 283.

Respondent argues that open transaction treatnent is
i nappropriate because petitioner had a fixed right to the

nonr ef undabl e portion of the conmtnent fee at the tine the prior
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approval purchase contracts were executed. However, the fixed
right to a paynent does not determne the tax treatnent of an

option premum In Va. lron Coal & Coke Co. v. Conm ssioner, 37

B.T.A 195 (1938), affd. 99 F.2d 919 (4th Gr. 1938), the
t axpayer received paynents for an option and had a fixed right to
retain them The Court explained that these paynents were
entitled to open transaction treatnent, despite the taxpayer’s
right to retain the paynents, because the taxpayer did not know
whet her the funds would represent inconme or a return of capital
when they were received.

The uncertainty associated with the 0.5-percent
nonr ef undabl e portion of the conmtnent fee is simlar to the
uncertainty described by the Board of Tax Appeals in Va. lron

Coal & Coke Co. v. Conmm ssioner, supra. In that case (involving

a call option), the Court stated:

Had the option been exercised, they [the prem unm would
have represented a return of capital, that is, a
recovery of a part of the basis for gain or |oss which
the property had in the hands of the seller. In that
event they would not have been incone and their return
as inconme when received woul d have been i nproper.

* * * But in case of termnation of the option and
abandonnment by the Texas Co. of its right to have the
paynents applied as a part of the purchase price, it
woul d be apparent for the first tinme that the paynents
represented clear gain to the petitioner. In that
case, since no property would be sold, there would be
no reason to reduce the basis of that retained.

ld. at 198. 1In the instant case, when an originator delivered a
nortgage, petitioner properly treated the nonrefundabl e portion

of the commtnment fee as a reduction in the consideration that it
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paid for the nortgage. See Rev. Rul. 78-182, 1978-1 C. B. 265,
266; Rev. Rul. 58-234, 1958-1 C.B. at 285 (“[Where a ‘put’
option is exercised, the anount (premum received by the witer
(i ssuer or optionor) for granting it constitutes an offset
agai nst the option price, which he paid upon its exercise, in
determining his (net) cost basis of the securities that he
pur chased pursuant thereto, for subsequent gain or |oss
purposes.”). In those instances when an originator failed to
deliver a nultifamly nortgage to petitioner within the delivery
period, petitioner realized incone in the year that an originator
allowed the option to | apse. See Rev. Rul. 58-234, supra.

Finally, respondent relies on Chesapeake Fin. Corp. v.

Comm ssioner, 78 T.C. 869 (1982), to support his argunent agai nst

treating the nonrefundable portion of the commtnent fee as

option premum |In Chesapeake Fin. Corp., the taxpayer nmade

construction and permanent | oans avail able to devel opers and
received commtnent fees. Typically, a borrower would apply for
a loan for a proposed project, and the taxpayer woul d determ ne
whet her the project was economcally feasible. |If the taxpayer
deci ded the project was feasible, it would obtain the borrower’s
aut hori zation to place a loan wth an institutional investor. If
the institutional investor approved the loan, it issued a

comm tnent to the taxpayer; upon acceptance, the comm t nent
constituted a contract between the institutional investor and the

t axpayer. The comm tnent specified the terns of the proposed
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| oan and generally required the taxpayer to pay a nonrefundabl e
commtnment fee. Mst commtnents also required the taxpayer to
pay an additional “deposit fee” in the event the |loan failed to
close. The “deposit fee” usually equaled 1 percent of the
proposed | oan. Wen the taxpayer received the commtnment from
the institutional investor, the taxpayer issued its own
comm tnment to the borrower, which incorporated the terns and
conditions of the institutional investor’'s conmtnent. The
borrower was required to pay a commtnent fee and an additi onal
fee equal to the nonrefundable fee that the taxpayer paid to the
institutional investor. The taxpayer had a fixed right to the
comm tment fee when the borrower accepted its comm tnent;
however, the taxpayer reported the fees in inconme when the | oans
were permanently funded. The taxpayer argued that under the “al
events” test, it had not earned the fees until the | oans were
actual |y funded.

The Court found that the taxpayer’s “commtnent fees were
received as a paynent for specific services rendered to the
borrower in arranging for a favorabl e | oan package for the
borrower with an institutional investor.” 1d. at 878. The Court
expl ained that the comm tnent fees conpensated the taxpayer for
“eval uating the econom c potential of the proposed project,
finding a willing investor to provide financing and then
negotiating two separate commtnents, one fromthe institutional

i nvestor and one that it issues to the borrower.” 1d. The Court
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held that the commtnent fees were taxable in the year of
recei pt. v

The comm tnent fees in Chesapeake Fin. Corp. are

di stingui shabl e fromthe nonrefundabl e portion of the conmm tnent
fees received by petitioner for granting options. Wereas the

t axpayer in Chesapeake Fin. Corp. acted as a |loan originator for

the borrower, petitioner agrees to purchase a nortgage from an

originator.!® Chesapeake Fin. Corp. involved a factually

different type of transaction, and does not govern the tax

treatment of petitioner’s commtnent fees. |ndeed, in Chesapeake
Fin. Corp., there was apparently no argunent and certainly no

consideration or discussion by the Court about whether the fees
m ght constitute option premuns. |Instead, the taxpayer in

Chesapeake Fin. Corp. argued that the “all events” test was

satisfied when the | oans were actually funded, not when it

recei ved the fees.

7 1n addition to the fees in issue, petitioner also
recei ved a nonrefundabl e application/review fee of the greater of
$1,500 or 0.10 percent of the original principal anount of the
nortgage (but not in excess of $2,500). This fee, which is not
at issue, appears to conpensate petitioner for the type of
services for which the taxpayer received commtnent fees in
Chesapeake Fin. Corp. v. Conmm ssioner, 78 T.C. 869 (1982).

8 L oans are not sales transactions. “Wen a taxpayer
receives a loan, he incurs an obligation to repay that | oan at
sone future date. Because of this obligation, the | oan proceeds
do not qualify as inconme to the taxpayer.” Conm Ssioner V.
Tufts, 461 U. S. 300, 307 (1983). Petitioner did not nake | oans
to the originators; instead, petitioner agreed to purchase a
nortgage fromthe originators.




Concl usi on

Because the terns and the econom c substance of the prior
approval purchase contracts indicate that petitioner and
originators entered into option contracts, we hold that
petitioner properly treated the 0.5-percent nonrefundable portion
of the commtnent fees as option prem uns.

To reflect the foregoing,

An appropriate order wll

be i ssued.
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APPENDI X

Mort gages Not Delivered to Petitioner Under the Prior Approval
Pr ogram

During the taxable years 1985 through 1988, and 1990, the 67

nort gages, which the originators failed to deliver to petitioner,

are as foll ows:

Expi ration of 0.5 Percent
Contr act 60-day (or 15-day) Nonr ef undabl e

Contract No. Anount Peri od Fee
1 8504030076 $1, 000, 000 5/ 17/ 85 $5, 000
2 8501170017 153, 000 6/ 7/ 85 765
3 8510110117 430, 000 [1/10/85 2,150
4 8505100095 100, 000 11/ 15/ 85 500
5 8511050016 560, 000 12/ 5/ 85 2,800
6 8511210097 4, 200, 000 12/ 21/ 85 21, 000
7 8605200051 2,939, 000 6/ 2/ 86 14, 695
8 8602070074 269, 000 8/ 11/ 86 1, 345
9 8607310296 1, 365, 000 8/ 30/ 86 6, 825
10 8512120155 600, 000 9/ 9/ 86 3, 000
11 8606130126 539, 000 9/ 10/ 86 2,695
12 8607170569 1, 145, 000 9/ 10/ 86 5,725
13 8602260159 100, 000 9/ 17/ 86 500
14 8609220258 2, 450, 000 9/ 30/ 86 12, 250
15 8609090420 194, 000 10/ 9/ 86 970
16 8609100388 2, 365, 000 10/ 10/ 86 11, 825
17 8609150342 4, 020, 000 10/ 15/ 86 20, 100
18 8607110490 1, 145, 000 10/ 23/ 86 5,725
19 8609290083 504, 000 10/ 29/ 86 2,520
20 8608060428 1,312, 000 11/ 3/ 86 6, 560
21 8610270173 396, 000 11/ 4/ 86 1,980
22 8610300720 297, 000 11/7/ 86 1,485
23 8610300728 250, 000 11/7/ 86 1, 250
24 8603260291 1, 635, 000 11/ 12/ 86 8,175
25 8610140245 750, 000 11/ 13/ 86 3, 750
26 8605160050 250, 000 11/ 14/ 86 1, 250
27 8607140072 379, 000 11/17/ 86 1,895
28 8610210279 738, 000 11/ 20/ 86 3, 690
29 8611200558 350, 000 11/ 24/ 86 1, 750
30 8610200110 410, 000 11/ 25/ 86 2,050
31 8610310637 354, 000 11/ 30/ 86 1,770
32 8611040013 605, 000 12/ 4/ 86 3,025
33 8612150095 268, 000 12/ 17/ 86 1, 340
34 8611210206 300, 000 12/ 21/ 86 1, 500
35 8612240362 1, 565, 000 2/ 4/ 87 7,825
36 8704300034 537, 000 7/ 14/ 87 2,685
37 8708100024 355, 000 10/ 9/ 87 1,775
38 8708120349 1, 600, 000 10/ 11/ 87 8, 000
39 8708120350 850, 000 10/ 11/ 87 4,250
40 8708120351 255, 000 10/ 11/ 87 1,275

41 8708200206 1, 400, 000 10/ 19/ 87 7,000



8708200328
8709255114
8712075071
8801225093
8802085188
8803245036
8805105385
8808055045
8808265106
8809305154
8810045195
8810175155
8811215091
8811085234
8811095145
8912125085
8912115094
9001105083
9001255072
9002055068
9001195042
9002205045
9001175071
9007115075
9002215058
9008135001

Tot al

515, 000
1, 080, 000
525, 000
2,602, 000
700, 000
450, 000
1,712,000
2,900, 000
2, 000, 000
3, 400, 000
800, 000
585, 000
700, 000
3, 600, 000
750, 000
4,240, 000
985, 000
970, 000
835, 000
2, 335, 000
700, 000
130, 000
5, 490, 000
100, 000
256, 000
667, 700

$77, 961, 700

38 -

10/ 19/ 87
10/ 25/ 87
1/ 6/ 88
2/ 21/ 88
3/9/ 88
4/ 23/ 88
6/ 9/ 88
9/ 4/ 88
9/ 25/ 88
10/ 30/ 88
11/ 3/ 88
11/ 16/ 88
11/ 28/ 88
12/ 8/ 88
12/ 9/ 88
/11790
1/ 26/ 90
2/ 9/ 90
2/ 24/ 90
3/7/90
4/ 10/ 90
5/ 22/ 90
6/ 29/ 90
8/ 10/ 90
10/ 1/ 90
12/ 31/ 90

2,575
5, 400
2,625
13, 010
3, 500
2,250
8, 560
14, 500
10, 000
17,000
4,000
2,925
3, 500
18, 000
3,750
21, 200
4,925
4,850
4,175
11,775
3, 500
650
27,450
500

1, 280
3,335

$389, 905



