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Legal disclaimezr:

The materials included in this presentation are intended for general information only. This
presentation is not intended to be complete or all-inclusive regarding the matters discussed herein,
and nothing contained in this presentation is intended, or should be relied upon, as legal,
accounting, compliance or other professional advice.

Although MGIC believes the information set forth in this publication is generally accurate, the
information may be outdated due to the rapidly changing nature of the residential mortgage industry,
and MGIC does not warrant the accuracy, reliability or completeness of any information contained in
this publication.

The information in this publication is culled from a variety of business and mortgage industry
sources. Attribution is given where deemed necessary. Opinions and insights expressed herein do

not necessarily represent the views of MGIC.




Objectives

Eligibility and underwriting

Documenting rental income

Calculating rental income/loss

Multiple financed properties
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Are you using rental income to qualify? MGIC

Include Let’'s
PITIA in DTI continue

However, documentation O n
of gross rents
is still required.
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The fundamentals
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Source

* Subject 2- to 4-unit primary residence
— Purchase or refinance

e Subject 1- to 4-unit investment property
— Purchase or refinance

* Non-subject investment property
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History

How long has property been owned or in service?

Prior calendar year (and beyond)
Schedule E or combination of documentation

Current calendar year (no taxes)
Lease or Forms 1007 or 1025




Source, history &
documentation

|

If lease(s) being
transferred,
VERIFY
it does not contain
provision that
could impede
1st lien position.

Form
1025/72
required

Lease(s)

Schedule E
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Source, history &
documentation

y

If lease(s)
being
transferred...

l Jai1iCe }

Form
1007/1025
required

Lease(s)

Schedule E
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Source, history &
documentation

[ Schedule E ]

[ Lease(s) ]
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Form 1007

e 1-unit investment property
* Provided in addition to appraisal

items of significant difference between the comparables and the subject property.

SINGLE FAMILY COMPARABLE RENT SCHEDULE
This form is intended to provide the appraiser with a familiar format to estimate the market rent of the subject property. Adjustments should be made only for

ITEM

SUBJECT

COMPARABLE NO. 1

COMPARABLE NO. 2

COMPARABLE NO. 3

Address

Proximity to Subject

Date Lease Begins
Date Lease Expires

Monthly Rental

If Currently
Rented: $

$

$

3

P Y Y
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Fannie Mae Form 1025/
Freddie Mac Form 72

2- 1o 4-unit property

Small Residential Income Property Appraisal Report e+

The purpose of this summary appraisal report is to provide the lender/client with an accurate, and adequately supported, opinion of the market value of the subject property.
Property Address City State Zip Code
Borrower Owner of Public Record County

Legal Description

Assessor’s Parcel # Tax Year R.E. Taxes §

Neighborhood Name Map Reference Census Tract

Qccupant [] Owner []Tenant [] Vacant Special Assessments $ [JPUD HOAS$ [ peryear [] per month
Property Rights Appraised [] Fee Simple [] Leasehold [] Other (describe)

Assignment Type [ ] Purchase Transaction [_] Refinance Transaction [_] Other (describe)

Lender/Client Address

Is the subject property currently offered for sale or has it been offered for sale in the twelve months prior to the effective date of this appraisal? [] Yes [ No

Rggort data source(s) US?Q;EEE{EQQETL&E@, and date(s).

e R e S e B R e e e L s
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Leases

Agreement To Rent O 1
aSE

gree ment is mado and g
Owner” snd (names of al) Reaggep o C ¥ ¥oc
s adsse

Ag)

Aw___

“Sident 5 used horein shattindgtere | Residential Lease Agreement

T from-Owner, for Tesidend

ot This Resdential Lease Agreamant s made batween the Landiord
andthe Tenant an tis date

Owner and Resident
TTERM. The SBTCE a5 Tallows: The Landlord heraby agrees fo rent the Premises 1o the Tenant and Tenant hereby agrees to rent the

termof the rengy
of reat for one month and m’::,“my‘::::"’kbﬂ - Premises from the Landiord. The Pramises is described as follows:

Stee! Address:

4 "

-W Promises Description;
22 of this Agreement (

1. TERM:

The Lease term shal be as folows (choose ona):

[ ] Fixed tarm lease baginning on and ending an for a total pariod
ol manths.

[ | Manth 1o month lease baginningon ___
2.RENT:

The Tenant agrees to pay the Landlord an amount of § per marith as rant on or bafore
the ____ dayoleach month.

1A
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When can a lease be used? MGIC

Purchase transactions with existing, transferring leases
Refinance transactions with properties purchased in the last year

Refinance transactions for a property that experienced rental
interruptions (file contains verification of documented event)

Conversion of a principal residence to investment property




Lease agreement requirements

Fannie Mae and Freddie Mac - Old Guidelines

No evidence was required to ensure that lease was in effect.

Freddie Mac - Old Guidelines

Newly Executed Lease Agreements or No Rental History -

Lease must be for at least one year.

Fannie Mae and Freddie Mac - New Guidelines

e Form 1007/1000 or 1025/70 must support the income
reflected on the lease agreement OR
* Evidence the terms of lease have gone into effect
* 2 months’ bank statements, copies of cancelled checks, or
electronic transfers of rent payments OR
* Copy of security deposit and 1t month’s rent check with
proof of deposit

Freddie Mac - New Guidelines

Newly Executed Lease Agreements or No Rental History -

Lease must have the first payment due no later than the 15t payment
on the subject mortgage.

Transferring leases must be current and fully executed in the
property seller’'s name as the landlord.

3/27/2024
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SCHEDULE E Supplemental Income and Loss
(Form 1040) (From rental real estate. royaities, partnerships. S corporations. estates. trusts. REMICs. etc.)
Department of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041.

'

rremal Aeverus Ssrvce Go to # or and the latest
Schedule E —
3N income or Loss ﬁ’om R.nlal Real Euau and noyaluos
Not [

@Lrentng personal property. use Schedule C. Sew insinuctions. I you are an individusl, report farm

rontal informe o 1oss trom Form 4836 o page 5. lite 40
A Did you make any payments in 2023 thal would require you 1o 1#e Formi(s) 10097 See Instructions. T ¥Yes LiNo
B I “Yes." did you or will you file required Formi{s) 10997 [ Yes "] No

18 Physical acdress of each property (streat, city, state, ZIP code)
Al

8

1 Type of Proparty For each rental real estate property ksted

(from iist below) above, report the number of fair rental and
parsonal use days. Check the OUV bax only
if you meet the requirements to file as a
Quakfied joint venture. See

Type of Property:
1 Single Family Residence 3 Vacation/Short-Term Rental 7 Seif-Rental
2 Multi-Family Residence 4 Commercial 8 Other (describe)
Properties:
Income: B
3 Rents receved
4 Royamies received
ﬁlml.
Advertising .
Auto and travel (see -rls(ruc ons)
Cieaning and maintenance . . .
Commissions A
Insurance .
and other Dmfessar\al YBes
Management fees
Morigage interest paid to banks. etc. (see mstructions)
Other interest .

Depreciation expensa or depletion
Other st)

Total expenses. AGd lines 5 through 19

Bubleniot Boa 20 s firin S ks mncl e & frcssmbion). 1

rasult is & (108S), 568 INStrUCKIONS 1o find CUt If YOu MuSt

file Form 6108

Deductinle rantal real estate loss after limitation, if any,

on Form 8582 (sea instructions) . 22

Total of all amounts reported on line 3 for all rental properties %

Total of all amounts reported on ine 4 for all royalty properties . . .

Total of all amounts reported on line 12 for all properties

Total of all amounts reported on line 18 for all properties

Total of all amounts reported on line 20 for all properties

Income. Add positive amounts shown on line 21. Do not include any losses

Losses. Add royaity iosses from ne 21 and rental real estate losses from line 22. Enter total losses here

Total rental real estate and royalty income or (loss). Combine lines 24 and 25, Enter tha result

here. If Parts I, Ill, and IV, and fine 40 on page 2 do not apply to you, also enter this amount on

Schedue 1 (Form 1040). line 5. Otherwise. include this amount in the total on line 41 anpage 2.
For Paperwork Reduction Act Notice, see the separate instructions. Can peo Ti3eaL

10
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Current docs

* Mortgage statement

* Homeowner’s insurance declaration page
* Property tax bill

* HOA statement (if applicable)

20
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www.mgic.com/seb

Rental
°
INncCome
BORROWER AND/OR CO-BORROWER NAME:
wo rk s h e et Based on the usage of the property(ies), complete your rental analysis using Schedule E,

Lease Agreement (or alternate), or Form 8825, as required by your investor.
(For Schedule E — Traditional Method complete rows 15-18 & 22).

Rental Income Worksheet

|
L

In general, investors require analysis of the most recent tax year for net rental income (loss).
For your convenience, average monthly rental figures are provided.

oo v I

-
m Schedule E
m Lease Agreement (or alternate)

e
m Schedule E

@ Lease Agreement (or alternate)

—

m Form 8825

www.mgic.com/seb

m Lease Agreement (or alternate)

Comments / Notes (For a new line, hold Alt and press Enter)

22
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For Fannie Mae - If the borrower . ..
(Selling Guide B3-3.1-08)

Currently owns a principal residence (or has a current
housing expense), AND

at least a 1-year history of receiving rental income OR
at least 1 year of documented property management
experience

No current housing expense, AND
Has at least 1-year history of receiving rental income
from subject property

Currently owns primary residence

(or has current housing expense), AND

has < 1-year history of receiving rental income OR
documented property management experience

Does not own primary residence AND
does not have current housing expense

Rental income from. ..

Subject property
OR Non-subject property

Non-subject property in service
for at least 1 year

Subject property

Non-subject property (new or
newly in service)

Subject property
OR Non-subject property

3/27/2024

Then, for qualifying purposes . . .

No restrictions on the amount of rental
income that can be used

No restrictions on the amount of rental
income that can be used

Principal residence, income not exceeding PITIA of
the subject can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the subject

Principal residence, income not exceeding PITIA of
the property can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the related property

Rental income cannot be used

72



Freddie Mac - Use of rental income

Subject property purchase and refinance transactions and non-subject properties acquired or placed

in service in the current calendar year

2- to 4-unit primary residence, subject 1- to 4-unit investment property and non-subject investment property

Maximum Eligible Amount of Net Rental Income

If,

The borrower is purchasing a
new rental property in the current
calendar year

Then, In such instances, net rental income can
only offset the principal, interest, taxes and
insurance (PITI) and when applicable,
mortgage insurance premiums, leasehold
payments, homeowner’'s association dues
(excluding unit utility charges) and
payments on secondary financing (full
monthly payment) of the new rental

property.

The borrower must currently own a
primary residence to use rental
income to qualify

If,

The borrower's current primary
residence is being converted to a
rental property

Then,

Net rental income can only offset the full monthly payment of that primary
residence

if,

Net rental income exceeds the
full monthly payment of the new
rental property or the converted
primary residence, as applicable

Then,

The excess rental income cannot be added to the borrower's gross monthly
income to qualify unless the file documentation demonstrates the borrower has a
minimum of one-year investment property management experience.

Source: Freddie Mac Rental Income Matrix

3/27/2024
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For Fannie Mae - If the borrower . ..
(Selling Guide B3-3.1-08)

Currently owns a principal residence (or has a current
housing expense), AND

at least a 1-year history of receiving rental income OR
at least 1-year of documented property management
experience

No current housing expense, AND
Has at least 1-year history of receiving rental income
from subject property

Currently owns primary residence

(or has current housing expense), AND

has < 1-year history of Receiving rental income OR
documented property management experience

Rental income from. ..

Subject property
OR Non-subject property

Non-subject property in service
for at least 1=year

Subject property

Non-subject property (new or
newly in service)

3/27/2024

Then, for qualifying purposes . . .

No restrictions on the amount of rental
income that can be used

No restrictions on the amount of rental
income that can be used

Principal residence, income not exceeding PITIA of
the subject can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the subject

Principal residence, income not exceeding PITIA of
the property can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the related property

Does not own primary residence AND
does not have current housing expense

Subject property
OR Non-subject property

Rental income cannot be used

T"A



Freddie Mac - Use of rental income

Subject property purchase and refinance transactions and non-subject properties acquired or placed
in service in the current calendar year

2- to 4-unit primary residence, subject 1- to 4-unit investment property and non-subject investment property

Maximum Eligible Amount of Net Rental Income

If,

The borrower is purchasing a
new rental property in the current
calendar year

G’hen,

The borrower must currently own a

primary residence to use rental
income to qualify

i,

The borrower’s current primary
residence is being converted to a
rental property

Then,

In such instances, net rental income can
only offset the principal, interest, taxes and
insurance (PITI) and when applicable,
mortgage insurance premiums, leasehold
payments, homeowner's association dues
(excluding unit utility charges) and
payments on secondary financing (full
monthly payment) of the new rental

property. '

Net rental income can only offset the full monthly payment of that primary

residence

If,

Net rental income exceeds the
full monthly payment of the new
rental property or the converted
primary residence, as applicable

Then,

The excess rental income cannot be added to the borrower's gross monthly
income to qualify unless the file documentation demonstrates the borrower has a
minimum of one-year investment property management experience.

Source: Freddie Mac Rental Income Matrix

3/27/2024
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Subject 2- to 4-unit
Primary purchase MGIC
e Using the lower of the or from Form 1025:

— Enter Gross Monthly Rental amount

— 25% Vacancy Factor automatically deducted

— Adjusted Monthly Rent auto calculated

Primary Residence (2 - 4 unit)

Lease Agreement [or alternate)

Property: 1224 puplex Drive Upper#2

Rental Income (Loss) Calculation| Adjusted Monthly Rent

Gross Marntilly fert Add to qualifying income; include PITIA in DTI

Vacancy Factor (25%) @

Adjusted Monthly Rent

I1Q
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Subject 2- to 4-unit
Primary residence - DTI calculation MGIC

Stable Monthly Income Proposed Monthly Payment for the Property

Borrower 1 First Mortgage P&l

Borrower 2 Subordinate Lien (s) P&l

Borrower 3 Loan-to-Value Ratios Homeowner's Insurance

Borrower 4 LTv % Supplemental Property Insurance

Other Borrowers (5+) CLTVTLTY % Property Taxes

Rental Income - subject property $900.00 HCLTV/HTLTV % Mortgage Insurance

Net Rental Income - other properties $ Association/Project Dues (Condo, Co-Op, PUD)
Total Borrower Income $ Other

U At least one borrower is self-employed 1,525.00

Qualifying Ratios

Primary Housing Expense/Income
Total Obligations/Income(DTI)

B R R B O N o Y NN e
Lease Agreement (or alternate)

Property: 1224 Duplex Drive Upper#2

Rental Income (Loss) Calculation

12 | Gross Monthly Rent
13 | Vacancy Factor (25%) @

14 | Adjusted MonthlyRent @

70



James & Jessica
Johnson

Own 3 rental properties
(Schedule E, page 1)

mortgage guaranty
insurance corporation

3/27/2024
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SSO Please replace pics of borrowers - suggested photo on slide
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Section 3: Financial Information — Real Estate. thi section asks you to list all properties you currently own
nd what them. [
SCHEDULE E Supplemental Income and Loss OME No. 1545-0074 STRMRRIASRLIN SN, S —
(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) 23 b JET
Unite
Departmant of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041. Pl Ton TS S Tovrivy
Intemal Revenue Service Go 1o www.ir for and the latest Sequancs No. 13 = ror
Name(s) shown on return | security number ivvestment, Prima 3
A e TS o Bidance. ovomd | Moo it sty | Monthly Rental | For LENDER to calculate:
Ji s & Jessica Johnson 000-00-0000 Horme, Other Income Nt Monthly Rental income
X148 Income or Loss From Rental Real Estate and Royalties oy Rasserce  [=]] $ s | s
Note: If you are in the business of renting personal property, use Schedule C. See instructions. If you are an individual, report farm T
rental income o loss from Form 4835 on page 2, lins 40. = AT
A Did you make any payments in 2023 that would require you to file me(s) 10997 Sea instructions . B . KlYes [INo Mortgage 70 b prowt o 3t J::mw Credit Limit
B I “Yes," did you or will you file required Form(s) 10997 . . K] Yes []No Payment Unpaid Balance o before closing | USDA-RD, Other | 0f appixcoble)
12 Physr('al address of each pmpEﬂy (street, mly state, ZIP code) Al e 3 -4 k. - ] .
5 $ =) $
] Does not apply
1b  Typeof Property | 2 Foreach rental real estate property listed Fair Rental | Personal Use Qv State TH (=] P mu;.:l-: x
(from list below) above, report the number of fair rental and Days Days —
Compare to REO Y St s dors.Creck ho G by [ 3| 365 O P— - o
- if you meet the requirements ta file as a = - ng Rewdence. Second | if 'y
8_4 qualified joint venture. See instructions. B, 359 - = Proww e jof husted | g Cotes Mortgoge Payment Suctmn RSN R Cow
t' fURLA c |1 c 30 0 0 $350.00¢ Rotarea  [] |ineestmant =|s $1.20¢ | =
SeC |0n O Type of Property: Mortgage Loans on this Property | Does not apply
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental Monthly Type: FHA, VA,
To be paskd reotional
2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other (describe) P —— Ao e PRI comimgioel] byl prprmrrer
Properties: "ot S 3 o0 | $ 250, a $
Income: s $ : s
3 Rents received . E s . 3
4 Royalties received . 4 O Doss metapsly
Expenses: Unit #
5§ Advertising 5 100. State TH (=] 20 Country
6  Auto and travel (see ms!rucﬂous) 6  Taxes, | For y
7  Cleaning and maintenance 7 400. Pending Sale, | Residence, Second i ot inchaded in Monthly | Monthly Reatsl |--u-u- to calculate:
8 Commissions 8 Property Value or Retaned Home, Other Mortgoge Payment Income Maonthly Rental income
9 Insurance . . B I 2,300 £ Pt _ (5]t L $an | EXET
10 Legal and other pmizss\onal !ees 10 —_— ety T TTTeTY
11 Management fees . . . 11 m Yo boe prcsict ol o (rmlmz Crodit Limit
12 Morigage interest paid to ks, 916 (seemstrucmns) 12 4,400, Payment Unpaid Balance or before closing | USDA-RD, Other | if appécabie)
13 Other interest § B 8 N eBTE 5 ¥ 13 A MMERCIAL B 816540512 s 00 |$ o o =]
14 Repairs 3 5 & g s 14 s s o E
16 Supplies . . . . . ... B 15
" Ty R o 10 APPLICABLE, Complet | Does mot apply
17 Utilities . . F 17 | Sutas - - T
18  Depreciation expense o(depsewcn G e e 18 Ciy bk Mives State T [S] TP MA111_ Country
19 Other(isy _ Home Owner's Assoc. Fees 19 Monthly Insurance, Taxes, | For 2-4 Unit Primary or investment Property
20 Total expenses. Add lines Sthrough 18 . . . . 20 oo Doss doc y
21 Subtract line 20 from line 3 {rents) anc.for-:(roy:.nm) If Mortgoge Payment Income $et Monthdy Rested biome
result is a {loss), see instructions to find out if you must $2.0 54 =
file Form 6198 . e 21 C
22 Deductible rental real estate loss after limitation, if any, . Monthly - :"' ""‘:“:: .
on Form 8582 (see instructions) 22 | 2,350, 1 ) ) Creditor Name Account Numbes Payment Unpaid Balance or before closing | USOA-RD. Other | 4 applicobie)
23a Total of all amounts reported on line 3 for all rental proped\es 23a 27,700. s s [=] s
b Total of all amounts reported on line 4 for all royalty properties 23b s T =] 3
¢ Total of all amounts reported on line 12 for all properties 23¢
d  Total of all amounts reported on fine 18 for all properties 23d
e Total of ail amounts reported on line 20 for all properties . . 23e
24 Income. Add positive amounts shown on line 21. Do not mclude any Iosses .
25  Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total Fosses lle(a
26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25, Enter the result
here. If Parts II, lll, and IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040), line 5. Otherwise, include this amount in the total on line 41 on page2 . | 26

21



Subject 1- to 4-unit
Investment refinance

MNumber of Months: Maximum 12

Rents Received: Schedule E Line 3

Total Expenses: Schedule E Line 20
Depreciation: Scheduls E Line 18

Taxes: Schedule E Line 16

Mongage Interest: Schedule E Lines 12 & 13
Insurance: Schedule E Line 39

Other: Amortization!Casualty LossiHOA Dues, if
ATar applicable: Schedule E Line 13
Annual Gross Rental Income (Loss)

Monthly Gross Rental Income [Loss)

Monthly PITIA
NET Menthly Rental Income {Loss) 0

MET Monthly Rental Income (Loss)

= When positive, add to qualifying income. (Do not include PITIA in DTI;
it's been subtracted from the property’s gross rental income.)

= When negative, include loss in DTl [Do not also include PITIA in DTI;
it's been subtracted from the property’s gross rental income.)

3/27/2024
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For Fannie Mae - If the borrower . ..
(Selling Guide B3-3.1-08)

Rental income from. ..

3/27/2024

Then, for qualifying purposes . . .

Currently owns a principal residence (or has a current
housing expense), AND

at least a 1-year history of receiving rental income OR
at least 1-year of documented property management
experience

Subject property
OR Non-subject property

No restrictions on the amount of rental
income that can be used

No current housing expense, AND
Has at least 1-year history of receiving rental income
from subject property

Currently owns primary residence

(or has current housing expense), AND

has < 1-year history of Receiving rental income OR
documented property management experience

Does not own primary residence AND
does not have current housing expense

Non-subject property in service
for at least 1=year

Subject property

Non-subject property (new or
newly in service)

Subject property
OR Non-subject property

No restrictions on the amount of rental
income that can be used

Principal residence, income not exceeding PITIA of
the subject can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the subject

Principal residence, income not exceeding PITIA of
the property can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the related property

Rental income cannot be used

22



Verify mortgage payment: credit report, monthly or
year-end statement. Verify with statements: HOA
dues, flood insurance, etc.

Number of Months: Maximum 12

Rents Received: Schedule E Line 3

Total Expenses: Schedule E Line 20

Insurance: Schedule E Line 8

Mortgage Interest: Schedule E Lines 12 &

Taxes: Schedule E Lines 16

Depreciation/Depletion: Schedul

Add Back HOA Dues: Must bepecifically identified on Schedule

One-Time Extraordinary Exflenses (Casualty Loss): Provide evidence of the
nature of the one-time gtraordinary expense

$ 6,050.00

| $6,050/12 months = $504/month | ¢

ental Income (Loss) 504.17

1,00000 )

NET Monthly Rental Income (Loss) (495.83)

SCHEDULE E

Dopantmant of the Traasury

Supplemental Income and Loss

(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.)
Attach to Form 10‘0 10.0-57' 1040-NR, or 1041,

internai Revenue Service and the latest

3/27/2024

Attachment
Sequence No. 13

Names) shown on retum
Jess

Your social security number
0o

Income or Loss From Rental Real Estate and Royalties

Note: If you are in the business of renting personal property, use Schedule C. See instructions. If you are an individual, report farm

rental incoma or oss from Form 4835 on page 2. line 40

A Did you make any payments in 2023 that would require you to file Formis) 10997 See instructions .

B If “Yes.” did you or will you file required Form(s) 10997

&l Yes [1No
&l Yes [1No

1a thsrcal address of each prupEﬂy (street, city, state, ZIPEDdEJ

A
B |-
=

1b  Type of Property
(from list below)

For each rental real estate property listed
above, report the number of fair rental and
personal use days. Check the OV

if you meet the requirements to

qualified joint venture. See instruct

Fair Rental Personal Use
Days

90

I
Type of Property:
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land
2 Multi-Family Residence 4 Commercial 6 Royalties

7 Self-Rental
8 Other(describe)

Incomu.

yames recewcd

Expan“s
Advertising

Auto and travel (see mslruct:ms:

Cleaning and maintenance

Commissions

Legal and other professional fees

Management fees. .

Other interest

Repairs .

Supplies

Utilities

Eopracion Sapsrias Or Heplotio

Other (ist),

Subtract line 20 from line 3 (rents) and/or 4 (royalties) !
result is a (loss), see instructions to find out if you myJ
file Form 6198 . .

Deductible rental real estate loss after limitation, if arlf,
on Form 8582 (see instructions) .

Total of all amounts reported on line 3 for all rental prdberties
Total of all amounts reported on line 4 for all royalty pjpperties
Total of all amounts reported on line 12 for all propertls

Total of all amounts reported on line 18 for all propertlps

4,

Total of all amounts reported on line 20 for all propes
Income. Add positive amounts shown on line 21. Do not include any losses

Losses. Add royalty losses from line 21 and rental real estate losses from fine 2. Enter lotal losses here
Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts Il, Ill, and IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040}, line 5. Otherwise, include this amount in the total on line 41 on page 2

24,

For Paperwork Reduction Act Notice, see the separate instructions.

Schedule E (Form 1040) 2023

221
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Subject 1- to 4-unit investment
Refinance - DTI calculation MGIC

Stable Monthly Income Proposed Monthly Payment for the Property

First Mortgage P&l
Borrower 2 Subordinate Lien (s) P&l
Borrower 3 Loan-to-Value Ratios Homeowner's Insurance

Borrower 1 $
§
S
Borrower 4 S LTV % Supplemental Property Insurance
S
§
3

Other Borrowers (5+) CLTVITLTV Property Taxes
Rental Income - subject property HCLTVIHTLTV. Mortgage Insurance
Net Rental Income - other properties Association/Project Duss (Condo, Co-Op, PUD)
Total Borrower Income S Other
2 At least one borrower is self-employed Total

Level of Property Review $ 4 9 5 83
Qualifying Ratios U Exterior/Interior - "

Primary Housing Expense/lncome Il Other Monthly Payments Used in Qualifying
Total Obligations/Income(DTI)

B T I Ly A N P AP F TPy By PO N B e S il P P ERp W S S P PN e ST S e o P PP W ey

D O O O O A O

i
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Non=subject investment

MNumber of Months: Maximum 12

Rents Received: Schedule E Line 3

Total Expenses: Schedule E Line 20
Depreciation: Scheduls E Line 18

Taxes: Schedule E Line 16

Mongage Interest: Schedule E Lines 12 & 13
Insurance: Schedule E Line 39

Other: Amortization!Casualty LossiHOA Dues, if
ATar applicable: Schedule E Line 13
Annual Gross Rental Income (Loss)

Monthly Gross Rental Income [Loss)

Monthly PITIA
NET Menthly Rental Income {Loss) 0

MET Monthly Rental Income (Loss)

= When positive, add to qualifying income. (Do not include PITIA in DTI;
it's been subtracted from the property’s gross rental income.)

= When negative, include loss in DTl [Do not also include PITIA in DTI;
it's been subtracted from the property’s gross rental income.)

3/27/2024
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Non-subject
investment

SCHEDULE E
(Form 1040)

Department of the Treasury
internal Revenus Service

Supplemental Income and Loss
(From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.)
Attach to Form 1040, 1040-SR, 1040-NR, or 1041.
Go to www.irs. goviScheduleE for instructions and the latest information.

Name(s) shown on n

& Jessica

3 A
Income or Loss From Rental Real Estate and Royalties

Note: If you are in the business of renting personal property, use Schedule C. See instructions. If you are an individual, report farm

A Did you make any payments in 2023 that would require you to file Form(s) 10997 See instructions

rental income or loss from Form 4835 on page 2, line 40.
. BlYes [JNo

If “Yes," did you or will you file required Formis) 10897 . K Yes [INo

Physical address of each property (street, city, state, ZIP code)

Fair Rental
Days

Verify mortgage payment:
credit report, monthly or

Self-Rental
8 Other (describe)

year-end statement. Verify
with statements: HOA dues,
flood insurance, etc....

Number of Months: Maximum 12
Rents Received: Schedule E Line 3
Total Expenses: Schedule E Line 20
¢ Schedule E Line 8
Mortgage Intered Schedule E Lines 12 & 13
Taxes: Schedule E Lines 1

Depreciation/Depletion: Schedule

Add Back HOA Dues: Must be specifically iden®igd on Schedule E

One-Time Extraordinary Expenses (Casualty Loss): Provi

nature of the one-time extraordinary expense
Annual Gross Rental Income (Loss)

Monthly Gross Rental Income (Loss)

Monthly PITIA

NET Monthly Rental Income (Loss)

12

17,500.00

14,050.00

2,300.00

5,300.00

1,200.00

2,000.00

vidence of the

14,250.00

1,187.50

875.00

al losses here
ter the result

312.50 mount on

\1onpage 2 - B

For Paperwork Reduction Act Notice, see the separate instructions.

Schedule E (Form 1040) 2023

3/27/2024
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Non-subject investment -
DTI calculation

Stable Monthly Income Proposed Monthly Payment for the Property

First Mortgage P&l
Borrower 2 Subordinate Lien (s) P&l
Borrower 3 Loan-to-Value Ratios Homeowner's Insurance

Borrower 1 $
8
$
Borrower 4 ) LTV % Supplemental Property Insurance
$
$
$

Other Borrowers (5+) CLTVTLTV % Property Taxes
Rental Income - subject property HCLTV/HTLTV Mortgage Insurance
Net Rental Income - other properties 312.50 Association/Project Dues (Condo, Co-Op, PUD)
Total Borrower Income $ Other
U At least one borrower is self-employed Total

€ €9 ) D O €N O & &

Level of Property Review
Qualifying Ratios U Exterior/Interior

Primary Housing Expense/lncome U Exterior Only All Other Monthly Payments Used in Qualifying
Total Obligations/Income(DTI) - U No Appraisal

2Q
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SCHEDULE E Supplemental Income and Loss
(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.)

[ J
o n [ ] s u e c Depariment of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041. bt
Internal Revenue Service Go to www.irs. for and the latest i oc

Sequence No. 13
ial sec

J J a_Johnso! (
@ Income or Loss From Rental Real Estate and Royalties
l n m n Note: I you are n the business of enting personal proparty, use Scheduls C. Soee instuctions. f you are an Individua, eport farm
rental income or loss from Form 4835 on page 2, line 40
A Did you make any payments in 2023 that would require you to file Form(s) 1099? See instructions . . Xl ves [INo

B _If “Yes," did you or will you file required Form(s) 10997 Kl Yes [1No

Physical address of each property (street, city, state, ZIP code)

al Use [ quy

Rental Income Worksheet ' bvs

G ‘ m
Residential Lease Agr eyl

Rental Income (Loss) Calculation

This Residamial Leasa Agreamant s made batwesn the Landio
and the Tenant __ ___on this dg

16 | Number of Months: Maximum 12

The Landlord hereby agrees 1o rent the Premises 1o the Tenam

Rents Received: Schedule E Line 3
Pramses from the Landiord. The Pramises i dascribed as follo) || !

Total Expenses: Schedule E Line 20

Street Address:
Insurance: Schedule ELine 9 v 0.
Pramises Description: :un " e o No mortgage
ortgage Interest: Schedule E Lines 12 & 13 .
" interest noted

Taxes: Schedule E Lines 16

1. TERM: Depreciation/Depletion: Schedule  Line 18

Add Back HOA Dues: Must be specifically identified on Schedule E
The Lease term shall be as follows (choose ona):
One-Time Extraordinary Expenses (Casualty Loss): Provide evidence of the
| | Fixed farm laase baginning on and ending nature of the one-time extraordinary expense

of months.

Annual Gross Rental Income (Loss)
[ | Month 1o manth lease beginning on

2 RENT: Monthly Gross Rental Income (Loss)

The Tanant agrees to pay the Landlord an amourt of § Moikbly Prk

tha _____ dayoleach month,

NET Monthly Rental Income (Loss)

rorraper RCT VOTTe, SeT e SepaTaTY edule E (Form 1040) 2023

NN
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For Fannie Mae - If the borrower . ..
(Selling Guide B3-3.1-08)

Rental income from. ..

3/27/2024

Then, for qualifying purposes . . .

Currently owns a principal residence (or has a current
housing expense), AND

at least a 1-year history of receiving rental income OR
at least 1-year of documented property management
experience

Subject property
OR Non-subject property

No restrictions on the amount of rental
income that can be used

No current housing expense, AND
Has at least 1-year history of receiving rental income
from subject property

Currently owns primary residence

(or has current housing expense), AND

has < 1-year history of Receiving rental income OR
documented property management experience

Does not own primary residence AND
does not have current housing expense

Non-subject property in service
for at least 1=year

Subject property

Non-subject property (new or
newly in service)

Subject property
OR Non-subject property

No restrictions on the amount of rental
income that can be used

Principal residence, income not exceeding PITIA of
the subject can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the subject

Principal residence, income not exceeding PITIA of
the property can be added to the gross income
Investment property, income can only be used to
offset the PITIA of the related property

Rental income cannot be used

N



Freddie Mac - Use of rental income

Subject property purchase and refinance transactions and non-subject properties acquired or placed

in service in the current calendar year

2- to 4-unit primary residence, subject 1- to 4-unit investment property and non-subject investment property

Maximum Eligible Amount of Net Rental Income

If,

The borrower is purchasing a
new rental property in the current
calendar year

Then, In such instances, net rental income can
only offset the principal, interest, taxes and
insurance (PITI) and when applicable,
mortgage insurance premiums, leasehold
payments, homeowner’'s association dues
(excluding unit utility charges) and
payments on secondary financing (full
monthly payment) of the new rental

property.

The borrower must currently own a
primary residence to use rental
income to qualify

If,

The borrower's current primary
residence is being converted to a
rental property

if,

Net rental income exceeds the
full monthly payment of the new
rental property or the converted
primary residence, as applicable

Then,

Net rental income can only offset the full monthly payment of that primary
residence

Then,

The excess rental income cannot be added to the borrower's gross monthly
income to qualify unless the file documentation demonstrates the borrower has a
minimum of one-year investment property management experience.

Source: Freddie Mac Rental Income Matrix

3/27/2024
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Multiple

property
ownership

‘VN"‘ MG£§
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Multiple property ownership MGIC

How many FINANCED properties can a borrower own?

e |f DU submission
—Upto 10

e |If Loan Product Advisor submission
—Upto 10
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MGIC

Q: What's a “financed” property?

A: Any 1-to 4-unit property, including
the subject property, for which the
borrower is personally obligated.




3/27/2024
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Multiple property reserves
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Fannie reserves == % UPB

# of financed properties % of aggregate unpaid principal balance (UPB)*

1to 4 2%
5t0 6 4%

7 to 10 (DU only) 6%

Source: Fannie Selling Guide B3-4.1-01

NQ
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Freddie reserves == PITIA

# of financed properties # of months of PITIA

1to 6 2 months for each additional property

7 to 10 8 months for each additional property

Source: Freddie Selling Guide 5501.2 eff 5/1/21

cN
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What questions do you
have for me?

RN
SNSRI
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[V ¢ ol —

Self-employed borrower and income analysis

calculators
Editable and auto-calculating worksheets fitted specifically for loan officers and morigage pros.

mgic.com/seb

Gain instant access to MGIC's
enhanced self-employed borrower
and income analysis calculators

52
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RFreddie Mac
Rental Income Matrix Teacning

Rental income may be used in qualifying the borrower(s) provided the requirements of Guide Section
5306.1 and the documentation requirements contained in Guide Sections 5102.3 and 5102.4 and Chapter
§302 are met. If rental income is not used to qualify the borrower, the requirements of Chapter 5306.1 do
not apply.

Notes: A vertical revision bar* | * is used in the margin of this quick reference to highlight new
requirements and significant changes.

Rental Income is from...

Subject Property: Subject Property: Non-subject Investment
2-t0 4-unit Primary 1- 10 4-unit Investment Property Owned by the
Residence Property Borrawe,

Documentation,

Hfthe borrowsr's monthly debt payment-o-income raic (as described n Section §401.2) inciudes
history and

the full monthly payment amount for the subject property andfor
analysis - property, no further evaluation is required.
property owned : - _ ;
in the prior If rental income from the subject investment property and/or non-subject investment property is to
calendar year | be considered in qualiying the borrower, the following requirements apply:

. = The Seller must obtain the borrower's complete federal income tax returns (Intenal
Streamlined Revenue Service (IRS) Form 1040} including Schedule E for the most recent year.
and Standard Except as set forth below when use of a signed lease may be permitted, if the subject
property has been owned for at least one year and income from the subject property is
reported on the borrower's federal income tax returns, the Seller must use Schedule £
to determine the net rental income or 0ss.

Documentation
levels

If the subject property has been owned for at least one year and is reported on
Schedule E of the borrower's prior year federal income tax return, use the income or
loss as reported

= Asigned lease may be used

o Ifthe property was out of service for any time period in the prior year and the
morigage file contains a documented event such as a renovation and Schedule
E supports this by a reduced number of days in use and reflects repair costs; or
The property was purchased later in the calendar year and Schedule E supports
this by a reduced number of days in use; and

Additional documentation provided, as follows:
Forms 72, Small idential Income Property Appraisal Report, or 1000,

Single-Family Comparable Rent Schedule, supporting the income reflected on
the lease; or

(e.g., bank ing deposit or electronic transfer
af ranial paymentsoomopied ronf checksm support two menths of receipt of
rental income. Note: A Form 72 or 1000 is always required for the subject
property as described in Guide Section 5306. 1(c)(i).

Urless the above requirements are met, a signed lease may not be used and the rental income or
loss from Schedule E must be used and annualized for qualifying purposes.

Course coming soon

[nge
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Special Event 30 minutes

*Can I Use Rental Income
From a Business-Owned
Property?*

Recorded Session
Available any time.

Watch now

View training details »

< MGIC &

54
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mgic.com/MiQ

mgic.com/training

mgic.com/contact
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Thank you!

RN
SNSRI
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Accessory

dwelling units
(ADUs)

Freddie Mac

Single-Family

' m Accessory Dwelling Units: Avoiding Common Mistakes and Understanding the ADU

(ID: 0000024613)

Course description :
The prevalence of ADUs is growing dramatically across the US. You won't want to miss out on how ADUs can help build your borrower base. Find
out what an ADU is, the benefits of an ADU and our underwriting requirements.

Suggested classes for you

l_j‘: Class |D - 0000028874 Free
Webinar ENROLL
27-JuL-2022

Virtual Class Location (Eastern Time)

Language : English Available seats : 449

=4 Instructor: A
e Duration : 01:00

Carrie Cooper
View detail  Attachments » Session Details ; 27-JUL-2022 (2200 PM-3:00 PM ) »

RN IR N B N D I A
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