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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information may be outdated due to the rapidly changing nature of the residential mortgage industry,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.

MGIC




Objectives

Eligibility and Underwriting
Documenting Rental Income
Calculating Rental Income/Loss

Multiple Financed Properties




Rental
Income
Fundamentals




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.




The Fundamentals MGIC




Source MGIC

e 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




History MGIC

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

|

| ]
g If lease(s) being
transferred,
VERIFY

it does not contain
provision that
could impede
1st lien position.

e

Form
1025/72
required

Lease(s)

Schedule E




Source, History &

Documentation
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[ Refinance If lease(s)
being
transferred...

Form
1007/1025
required

Lease(s)

Schedule E




Source, History &
Documentation

~ ™
[ Schedule E ]
- Y,
Lease(s)







Rental Income
Documentation




Form 1007 MGIC

* J-unit investment property
* Provided in addition to appraisal

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

SUBJECT COMPARABLE NO. 1 COMPARABLE NO. 2 COMPARABLE NO. 3

[ I I B R
oy wswies [YRY ]
Date Lease Begins
Date Lease Expires
Monthly Rental If Currently

Rented: $
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Fannie Mae Form 1025/
Freddie Mac Form 72

2-to 4-unit property

Small Residential Income Property Appraisal Report i+
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 RE. Taxes $
Neighborhood Name Map Reference Census Tract
Occupant [] Owner [] Tenant [] Vacant Special Assessments $ CJPUD HOAS [ per year [ 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
7Riej)port data source(s) l_Jse“d, oﬁellrlg pr‘ice,('s)ﬂ, and date(s).
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Leases

s, g
HI AgTroo s J d &od N between
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{Ape)}
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(Ag)
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conditions belrw e - 0rd Resident a5 ysed hes i i
el Ovner e R, and el 1005 G s Residential Lease Agreement
-~ m Ouner for 4

Resident
R )

inthe ity of This Residential Lease Agreamant is made between the Landiord
andthe Tenant . ___ontisdate

S — 70 Kesident m [ualh '
- IER ¢ Wiows: The Landlord hareby agrees io rent the Premises fo the Tenant and Tenant hereby agrees to rent the
Premezas from the Landiord. The Premises is described as folows:

he term g
Of rent for one mon , sl begin on
one mong, -dmeaemnly doposit: (cheek

=cXane)

Street Address:

00 Rorape

R peniod of mosghs snd a5
n Of the see — s thereafter expis

wal oz o Her expising o1 Pramisas Description:

dsll bemdes ars = -
described in P. 1,..,..220:171,«3:%

On 3 perindi-
A IV basis, terminable by i
et WA Perlodic Tenancy). 8ving of a wrigf

2. RENT. Resident s
v hall pay to Ow 1. TERM:
i O Momhy ors

The Lease term shall be as follows (choose ona):

| | Fixad tarm leasa baginning an and anding on for a ol pariod

ol months.
[ | Month 1o month lease baginningon ___

2. RENT:

The Tenant agrees fo pay the Landlord an amount of § per manth as rent on or bafore

the ___ dayoleach month,




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)

e Conversion of a principal residence to investment property




Lease Agreement Requirements

Fannie Mae and Freddie Mac - Old Guidelines Fannie Mae and Freddie Mac - New Guidelines

* 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
No evidence was required to ensure that lease was in effect. electronic transfers of rent payments OR
* Copy of security deposit and 15t month’s rent check with
proof of deposit

Freddie Mac - Old Guidelines Freddie Mac - New Guidelines

Newly Executed Lease Agreements or No Rental History - Newly Executed Lease Agreements or No Rental History -

Lease must be for at least one year. 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.




SCHEDULE E Supplemental Income and Loss OMB No. 1545-0074
s i estates, trusts, REMICs, etc.) |22

(Form 1040) (From rental real estate, roy pa

Department of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041. e

3 Attsctement
Internal Revenue Service Go to www.irs. E for i tions and the latest inf Sequence No. 13

Name(s) shown on return Your social security number
Schedule E N oo o e e e

Note: If you are in the business of renting personal property, use Schedule C. See instructions. If you are an individual, report farm
rental income or loss from Form 4835 on page 2, line 40.

A Did you make any payments in 2022 that would require you to file Form(s) 10997 See instructions . . . . JYes _INo
If “Yes," did you or will you file required Form(s) 10997 % 2R . _1Yes _|No

1a  Physical address of each property (street, city, state, ZIP code)

Type of Property For each rental real estate property listed
(from list below) above, report the number of fair rental and
personal use days. Check the QJV box only
if you meet the requirements to file as a
qualified joint venture. See instructions.

Type of Property:
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental
2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other (describe)

Properties:
Income: A B
3 Rents received
4 Royalties received .
Expenses:
Advertising
Auto and travel (see mslrucums)
Cleaning and maintenance .
Commissions
Insurance .
Legal and olnel pfoless«)nal lees
Management fees . . .
Mortgage interest paid 1o hanks etc lsee ms:rucl-ons}
Other interest
Repairs .
Supplies
Taxes .
Utilities 2
Depreciation anpense or deplehon .
Other (list)
Total expenses Add lines 5 Lhrcugh 19
Subtract line 20 from line 3 (rents) and/or 4 (rayalhes) If
result is a (loss), see instructions to find out if you must
file Form 6198
Deductible rental real estate loss aﬂer limitation, nf any,
on Form 8582 (see instructions) . . |22 |
Total of all amounts reported on line 3 lcr all rental propamss . . . . |23a
Total of all amounts reported on line 4 for all royalty properties . . . . . |23b
Total of all amounts reported on line 12 for all properties . . e e s o |23
Total of all amounts reported on line 18 forallproperties . . . . . . . |23d
Total of all amounts reported on line 20 for all properties . . . 23e
Income. Add paositive amounts shown on line 21. Do not include any Icsses
Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter |otal Eosses heva
Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts Il, lll, 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 totalon line 41 onpage2 . | 26
For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11344L Schedule E (Form 1040) 2022




Current Docs

* Mortgage statement

* Homeowner’s insurance declaration page
* Property tax bill

 HOA statement (if applicable)
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Rental
Income
Worksheet

www.mgic.com/seb

www.mgic.com/seb

Rental Income Worksheet MGIC

BORROWER AND/OR CO-BORROWER NAME:

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).

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.

m Schedule E
m Lease Agreement (or alternate)

—
m Form 8825
m Lease Agreement (or alternate)

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

22



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

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




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,

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

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.

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







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)

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




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, When, In such instances, net rental income can
only offset the principal, interest, taxes and
insurance (PITIl) 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 is purchasing a The borrower must currently own a
new rental property in the current J| primary residence to use rental
calendar year income to qualify

If, Then,

The borrower’s current primary Net rental income can only offset the full monthly payment of that primary
residence is being converted to a | residence
rental property

I, Then,
Net rental income exceeds the
full monthly payment of the new The excess rental income cannot be added to the borrower’s gross monthly

rental property or the converted income to qualify unless the file documentation demonstrates the borrower has a
primary residence, as applicable minimum of one-year investment property management experience.

Source: Freddie Mac Rental Income Matrix




Subject 2= to 4-unit
Primary Purchase

e Using the lower of the o]
— Enter Gross Monthly Rental amount
— 25% Vacancy Factor automatically deducted
— Adjusted Monthly Rent auto calculated

MGIC

from Form 1025b:

Primary Residence (2 - 4 unit}

Lease Agreement [or alternate)

Property: 1224 Duplex Drive Upper#2

Adjusted Monthly Rent

GIass M{}nthl\,f hent Add to qualifying income; include PITIA in DT

3 | Vacancy Factor (25%) @&

Adjusted Monthly Rent




Subject 2- to 4

Primary Residenc

Stable Monthly Income

Borrower 1
Borrower 2
Borrower 3
Borrower 4
Other Borrowers (5+)

Rental Income - subject property $900.00

Net Rental Income - other properties $
Total Borrower Income $
<l At least one borrower is self-employed

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

=Unit

Loan-to-Value Ratios

LTV %
CLTVITLTV %
HCLTVHTLTV %

%
%

Form Num

B e Y R e Y O T T AV TV W P PV el gt SV S S B L Y SF AP Sl ST ¥ e W & Y eV &

Lease Agreement (or alternate)

Proposed Monthly Payment for the Property

First Mortgage P&l

Subordinate Lien (s) P&l

Homeowner's Insurance

Supplemental Property Insurance

Property Taxes

Mortgage Insurance

Association/Project Dues (Condo, Co-Op, PUD)
Other

e = DTI Calculation MGIC

$
$
$
$
$
$
$
$

$1,5925.00

Property: 1224 Duplex Drive Upper#2

Rental Income [Loss) Calculation

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

14 | Adjusted Monthly Rent @




Meet John & Ginny
Borroweyr

Own their current home plus
three rental properties

They have made application to
refinance one of their rental
properties




SCHEDULEE
Form 1040) - Supplemental Income and Loss OMB No. 1545.0074
m rental real estate, royalties, partnerships, $ corporations, estates, trusts, REMICs, otc) | &)~ #y#y
ﬁ:.::n:«: of the Treasury i Attach to Form 1040 1040-SR, 1040-NR, or 1041. =] 22
2 levenue Service 0 10 Www.irs. IS¢ or W
and the lates! i Atachmant i . Fi i 5
g t Soncona o, 13 Sictlon 3: Financial Information — Real Estate. This section asks i
I Borrower Your social security numbar and what you owe on them. ) /do not own any real estate you'to list all properties you currently own
- m‘::?:ﬁ;:‘ﬂﬁ:e T&Tﬂ:e?tal Real Estate and Royalties “dm pe 5 ou Own If you are refinancing, list the property you are refinancing FIRST.
> I of DErsona " reet il
rental income of loss from Form dgghonﬁpaga Zr‘.dltf‘\:erz%my' use Schedule C. See instructions. If you are an individual, report farm City Ja::::ﬂw Shiannor Unit #
A 1 State TN ZIP 3830
8 ::I)?wa"make any payments in 2022 that would require you to file Formis) 10997 See instructions . Bves TN — e = jF 38305 Country USA
‘es,” did you or will you file required Form(s) 10997 . . . . . %o E Y:S & N° e o, | Investment Primary " | Association Duas ae. or 2-4 Unit Primary or Investment Property
I e R 4 5 v . B '] e sidence, S d i i
1a  Physical address of each property (street, city, state, ZIP code) o Property Value | orRetained | Home, Ome: = 5:«25-::;?55;:»?""'” ll:‘:::‘:y Rental :" ‘:ND“ o Ealcuintes
3 ; et Monthly Rental Inco
A P TR TETN $ 430,000 Retained [] | Primary Residence [=]| $ $ 5 ? R
B T 38301 Mortgage Loans on this Property [ Does not apply
c 1vd Memphis TN 38111
vd Memphis TN 38111 Moty
Type: FHA, VA,
1b 'J;YDE of Property | 2 For each rental real estate property listed Fair Rental Persona e Account Number :‘:;:::: Uspstd ialas o etre g Cz::enhnnai, Wepplcani
ce
(from list below) ghove, report the number of fair rental and Das: el = | Use Qv XYZ Morigage a2toed P or before closing | USDA-RD, Other | (if applicable)
A |1 personal use days. Check the QV box only [ & i Zroo® = Conventiond] | $
B |4 if you meet the requirements to file as a 0 ] $ 3 0
CO a r t R E i qualified joint venture, See instructions. B 0 O :
m e 0] ¢ 0
p O Type of Property: 0 O 3b. IF APPLICABLE, Complete Information for Ad\ it
T S e LG [ Does notapply
. gle Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental o A e e it
section of URLA 2 Mt Famy Rosarce 4 Conmrci o Roreties  © Oher s T T
scri Giksbiid e
s s s Status: Sold, 5 Monthly Taxes, | Fi
Income: Properties: Pending Sale, :;?;‘mem.spnmaw Necodrien b 2-4 Unit Primary or Investment Property
o " ropestyvalie: | of fstalned Hnm:!:](‘er.\ernmnd ;\l‘nmmduded inMonthly | Monthly Rental For LENDER to calculate:
3 Rents received g = o e 6,200 c $200000 Retained [=] fnveﬁlr;ler\l = s°"9“9”’ﬂrmmr e AT S b
4 Royalties received 2 4 —— - 4,000. Mortgage Loans on this Pi o e Sia00)
. oiiein .. s Property Does not g
Expenses: i
§  Advertising Monthly oy
5 Credi Mortgage T aididing
6 Auto and travel (see msuuctlDﬂsJ L porfimne Aerediit by Payment Unpaid Balance ?be/'p,mdoﬁ-uf Conventional, || Comdit tliit
6 o
before closing | USDA-RD, Other | (if appli
7  Cleaning and maintenance i 7 150 RIENN it s 1000 | $ 30000 m] v P
8 Commissions . . . . . . ... o s LAl 400. " - Conventiond=] | $
9 Insurance o 2 :
. ) T > 3
10  Legal and other proressmnal f — = :
s 10 [ 3= = appLICABLE, Complets nfommation for Aditonai Property |
£ Meamokioes « o ¢ o o = " APPLICABLE, Complete Information for Additional Property I LITR IR
12 Mortgage interest paid to banks elc (see s) | 12 T A00 - i EEI:EJ‘;,::QNE'" Street —
4,400, 5,300 s0n i
13 Otherinterest . . . . . . . . . . .. 13 . Tl State TN [¥] ZIP 38301 Country
14 R oo . Monthl,
= Sepa"s . . . i ) BT ls,:‘t;:g s;::; Investment, Primary l”oﬂ,_:in g “T:"!- For 2-4 Unit Primary or Investment Property
s . . . ) D Bropesyialoe: |iotsisbad” :ii:’:'gfﬁ Second ifnot included in Monthly | Monthly Rental For LENDER to calculate:
16 Taxes . . S w " . — 3 bolticid Mortgage Payment Income Net Monthly Rental Ince ¢
R T T 200 1,000,000 Retained [=] | Investment o
17 Utilities . . . . 7 — Mort: E s (] $2000 $2000 $1200
« s e e e & W age
18  Depreciation expense or deplel\on 18 CRTT pagsLoansun thls Property [} Ouesact apply
e e e 2,500.
19  Other (ist) __ Owner's Assoc. m L : ::“"‘f Type: FHA, VA,
20 Totalex - 500 Creditor Name Account N ortgage Tobe paidoffat | Conventional, it Limil
penses. Add lines 5 through 18 . . 20 3,550, 2,050 — by Payment Unpaid Balanice. orbefore closing | USDA-RD, Other s
21 Subtract line 20 from line 3 (rents) and/or 4 (foya!hes} i L2309 1,500. ABC Commersial Bk 1225 S 500 | $ 5000 o . ipplicable}
;;EUFH is a (loss), see instructions to find out if you must s 5 [&] oner &= 2009
ile Form 6198 . :
= A 21 -2,350. 3,450
22  Deductible rental real estate loss after limitation, if any —
on Form 8582 (see instructions) . . . . ailk g 3c. IF APPLICABLE, Complete Info: [ Does nat appl)
¢ 22V, Pply
23a Total of all amounts reported on line 3 for all rental properties 23a ! A zlm" 21 Pichey Oivd
T i w o Tty Momphis Unit#
: To:a: O: a;: amounts reported on line 4 for all royalty properties . . . . . [28b T T T Sheie TN IS < 26111 Sountry
otal of all amounts reported on line 12 for all pro Status: Sold, Decuinncy: | Monthly Taxes, | i
d Total of alt amounts reportad preperbes 23¢ P, fik,, | Metrsert Pk [ Auscietation Ouel, etc For 2-4 Unit Primary or Investment Property
aportad on line 18 for all properties A ProveityVakis | e Rty Residence, Second if not included in Monthly | Monthly Rental For LENDER to calculate:
e Total of all amounts reported on line 20 for all properties | Home, Other | Mortgage Payment Intome Nat e alculate:
24 I pr e . |23 $370000 | Retained  [Z]|invess 1 | Net Monthly Rental Income
Income. Add positive amounts shown on line 21. Do not in . jresmen =] $2000 $4000 25
% ia i ot include any Iosses 25 L. 5 950 Mortgage Loans on this Propert; 3200
= sses. Add royalty losses from line 21 and rental real estate losses from line 2. Enter total losses here | 25 | 7,350, ) T Bloomroterel
Total " . 2,350. - . _
e ‘I'Iegtar: real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result i :::‘My | Type: FHA, VA,
. If Parts Il I, IV, and line 40 on page 2 do not apply to you, al Sreineriaimt [ Account Number pert " Tobepaidofiat. | Commationsl,_| Cradis Lint
Schedule 1 (Form 1040), | ly to you, also enter this amount on | Payment Unpaid Balance or before closing | USDA-R i
), line 5. Otherwise, include this amount in the total on line 41 on page 2 2 | I's s 21 R0 Ot | Wappicatie)
For Paperwork Reduction Act Notice, see the separate instructions. - Sch i | 3 | a =
edule | I
jule E (Form 1040) 2022 | 18 a J s

BAA REVOU2823 TTW




Subject 1- to 4-unit
Investment Refinance

Rental Income (Loss) Calculation

15

18

17

Number of Months: Maximum 12

Rents Received: Schedule E Line 3

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

Taxes: Schedule E Line 16

Mortgage Interest: Schedule E Lines 12 & 13
Insurance: Schedule E Line 9

Other Amortization!Casualty LossMHOA Dues, if
pher applicable: Schedule E Line 13
Annual Gross Rental Income [Loss)

Monthly Gross Rental Income [Loss)

Monthly PITIA
MET Maonthly Rental Income (Loss) °

MET Menthly 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 DTI. {Do not also include PITIA in DTI;
it's been subtracted from the property’s gross rental income.)

Lease Agreement [or alternate)




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

Rental income from. ..

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




SCHEDULEE Supplemental Income and Loss OMB No. 1545-0074
(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) 2 2

Department of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041. At

(3 (3 h
Subject 1= to 4-unit e | SotommigrEcmtie b s et ot | S 1
] Names) shown on returm Your social security number

John &

L Income or Loss From Rental Real Estate and Royalties
nve s m e n e ln an c e 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 loss from Form 4835 on page 2, line 40.

ny Borrower 000-00-0000

A Did you make any payments in 2022 that would require you to file Form(s) 10992 See instructions . . . . . KlYes [JNo
B If “Yes,” did you or will you file required Form(s) 10987 . . . . . . . . Lo Yes [ ] No
Ve r-f ne mort a e a ment -nCI d-n a” assoc-ated 1a  Physical address of each property (street, city, state, ZIP code)
ITy new gage pay Incluaing ' AT
. B :
fees such as HOA dues, flood insurance, etc. .. G [521 Ridley 8ivd Wemphis TN 36Ti%
1ib Typeof Property | 2 For each rental real estate property listed T Fair Rental ] Personal Use [ Qv
al || (from list below) above, report the number of fair rental and Days Days
A | personal use days. Check the QJV box onl A
B — if you meet the requirements to file as a B
i - - qualified joint venture. See instructions. —: = —
Number of Months: Maximum 12 i c | 50| o 1 O
Type of Property:
T hedul " 1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental
Rents Received: Schedule E Line 3 fgts 2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other (describe)
- |
Total Expenses: Schedule E Line 20 ,550. fro. I A T
3 Rents ed 3 | ,200. |
Depreciation: Schedule E Line 18 ,500. 4 Roystiesvecehed. . . o .0 ivs0 v 4
Expenses:
kg 5  Advertising ¥ R 5 100
Taxes: Schedule E Line 16 d i 6  Auto and travel (see wnslmchons) Lo 6
7 Cleaning and maintenance 7 150. 750. 400.
Mortgage Interest: Schedule E Lines 12 & 8 Commissions . . . . . .. .. 8
9 Insurance . . - . 9 300. 2,300. 50.
& 10  Legal and other prcless:onal Iees S8 & 8 10
Insurance: Schedule E Line 9 : 31 Manacamentinea. - - 1
iz Morlgage interest paid to banks, etc. (see instructions) 12 4,400.
Amortization/Casugfy Loss/HOA Dues, if applicable: Schedule 13  Otherinterest . . . . . . . . . . . . .. 13
Other: E Line 19 24 Reptliac i i i 5 5% ke ¥ e % b b 14
o LT AR e | I
16 Taxes . e [N 1,200. 0 350
1 s . . . . .. . ocoacaisae e 17
Annual Gross Rental Inco 6,050.00 6" Banreciation I 18 l
Depreciation y | 1 <
19 Other (list) ! . Fees [19] :
20 Total expenses. Add lines 5 through 19 . . |20 8,550.
504.17 21 Subtract line 20 from line 3 (rents) and/or 4 (royaltnes}
$6,050/12 mos. = $504 mo. result is a (loss), see instructions to find out if you mus
file Form 6198 - 21 -2, 3,450 2,500
Monthly PITIA 1,000.00 ' 22 Deductible rental real estate loss after limitation, if any
on Form B582 (see instructions) . . . . . . 22 |( 2,350. W )
23a Total of all amounts reported on line 3 for all rental prop/ ’
NET Monthlv Rental ||'|C0me (LOSS) o (495'33} b Total of all amounts reported on line 4 for all royalty properties . . . . . |23b
c Total of all amounts reported on line 12 forall properties . . . . . . . |23¢c 9
d Total of all amounts reported on line 18 for all properties . . . . . . . |23d 4,5
e Total of all amounts reported on line 20 for all properties . . . . . |23e 24
24 Income. Add positive amounts shown on line 21. Do not include any Iosses % & 5,950.
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter lolal Iosses hefe 25 | 2,350. )
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts |l, lll, 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

For Paperwork Reduction Act Notice, see the separate instructions.
BAA REVOLZ823TTW




Subject 1= to 4-Unit Investment
Refinance - DTI calculation MGIC

Stable Monthly Income Proposed Monthly Payment for the Property

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

Borrower 1 $
$
$
Borrower 4 $ LTV Supplemental Property Insurance
$
$
$

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

Level of Property Review $ 49 5 83
Qualifying Ratios 1 Exterior/Interior - "

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

B e P N I I b mie R e VT L T Y P TV C W S S W P S SRRy B SR s P S SO S WP

®




Non=-Subject Investment

Rental Income (Loss) Calculation

5 | Number of Months: Maximum 12

1% | Rents Received: Scheduls E Line 3

17 | Total Expenses: Schedule E Line 20
B Depreciation: Schedule E Line 18
Taxes: Schedule E Line 16
Mortgage Interest: Schedule E Lines 12 & 13

Insurance: Schedule E Line 9

Other Amortization!Casualty LossMHOA Dues, if
pher applicable: Schedule E Line 13
Annual Gross Rental Income [Loss)

Monthly Gross Rental Income [Loss)

Monthly PITIA
MET Maonthly Rental Income (Loss) °

MET Menthly 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 DTI. {Do not also include PITIA in DTI;
it's been subtracted from the property’s gross rental income.)

m Lease Agreement [or alternate)




N o n . S“b' e ct Physical address of each property (street, city, state, ZIP coda)

111 State Street Jackson TN 38301

229 N 9th 8t Jackson TN 38301

Investment 321 Ridley Blvd Memphis TN 38111

Type of Property 2 Fgf each reﬂr‘i[at% real gs%a[e FFPPEHY %rsltedd FairD Rental PersDonal Use
above, report the number of fair reéntal an ays ays
gt e below) persona?gse days. Check the QJV box y y
only if %ou meet the reguirements to file as 365
a qualified joint venture. See instructions. 365

90

T 229 N 9th Street

tental
al Income (Loss) Calculation {describe)

Verify mortgage payment: B

. Number of Months: Maximum 12 17,500.
credit report, monthly or
year-end statement. Verify

Rents Received: Schedule E Line 3

Total Expenses: Schedule E Line 20

with statements: HOA dues,
flood insurance, etc....

Depreciation: Schedule E Line 18

Insurance: Schedule E Line 9

Amortization/Casualty Loss/HOMNygs, if applicable: Schedule
ELline19

Other:

Annual Gross Rental Income (Loss)

Monthly Gross Rental Income (Loss) i 1,500.

Monthly PITIA

2,500.
NET Monthly Rental Income (Loss) @ e s )




Non-Subject Investment -
DTI Calculation

Stable Monthly Income Proposed Monthly Payment for the Property

First Mortgage P&l
Subordinate Lien (s) P&l
Loan-to-Value Ratios Homeowner's Insurance
LTV % Supplemental Property Insurance
CLTVITLTV Property Taxes
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

Borrower 1

Borrower 2

Borrower 3

Borrower 4

Other Borrowers (5+)

Rental Income - subject property

€ €D O G €D P O P

L 4R 9 h A 7 o o 9

Level of Property Review
Qualifying Ratios U Exterior/Interior

Primary Housing Expense/lncome O Exterior Only All Other Monthly Payments Used in Qualifying
Total Obligations/Income(DTI) % U NoAppraisal







Non-Subject

Investment

SCHEDULE E
(Form 1040)

OMB No. 1545-0074

22

achment

Sannca o 13
Your social security number

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

Department of the Treasury
Internal Revenue Service

Names) shown on retum

1y Borrower 000-00-0000
ome 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 income or loss from Form 4835 on page 2, line 40.

A Did you make any payments in 2022 that would require you to file Form(s) 1099? See instructions . . . XlYes [INo
B If “Yes,” did you or will you file required Form(s) 10997 i @ K Yes [ ] No

1a Physical address of each property (street, city, state, ZIP code)

e 2 T 32Ridiey Bvd.
Resldentlali.easeﬁg !

A [111 State Street Jackson TN 38301
—B
_C
estate property listed Fair Rental Personal Use Quv
Iumber of fair rental and Days Days
Chack tha O UL b, . i .1 t O

Rental Income (Loss) Calculation 2022
This Residartial Lease Agreamant is mads batween the Landle |
and the Tenant an this di Number of Months: Maximum 12 3 c
The Landlord heraby agrees 1o rent the Premis es 1o tha Tananl 16 Rents Received: Schedule £ Line 3 § 4,000.00
Premisas from the Landiord. The Pramises is described as foll— 100
17 | Total Expenses: Schedule E Line 20 | B 250000 )
Steet Address: — 400
18 | Depreciation: Schedule  Line 18 ==
Premsaes Dascriplion: — ==
19 | Taxes: Schedule E Line 16 $ 350.00
20 | Mortgage Interest: Schedule E Lines 12 & 13
1. TERM: 21 | Insurance: Schedule E Line 8 S 50.00 350,
The Leasa term shall be as fallows (choose ona); B o Amortization/Casualty Loss/HOA Dues, if applicable: Schedule
er:
[ | Fixed tarm leasa baginning on and endin__| E Line 19
of months.
23 | Annual Gross Rental Income (Loss) 5 1,900.00 | 2.500.
[ |Month to month lease beginningon — :
2.RENT: 2 | Monthly Gross Rental Income (Loss) S 63333
The Tenart agrees to pay the Landiord an amount of § 25 | Monthly PITIA [ $ 180 )
tha ___ dayoleach month. —
NET Monthly Rental Income (Loss) § 533
IR, 11 LS 1, W, 1V, W IS U O POgY £ UU 0L SpPPYY U YUU, B0 SIS U EIIGUING O
Schedule 1 (Form 1040), line 5. Otherwise, include this amount in the total on line 41 on page 2 ‘ 26 3,600.

For Paperwork Reduction Act Notice, see the separate instructions. Schedule E (Form 1040) 2022

No mortgage
interest noted







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

Rental income from. ..

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




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

If,

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

Then,

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

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
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Multiple Properxty Ownership MGIC

How many FINANCED properties can a borrower own?

e |If DU submission
— Up to 10

* |If Loan Product Advisor submission
— Up to 10




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.






Multiple Properxty Reserves MGIC




Fannie Reserves == % UPB MGIC

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

1to4

5t06

7 to 10 (DU only)

* UPB for mortgages and HELOCs

Source: Fannie Selling Guide B3-4.1-01




Freddie Reserves == PITIA MGIC

# of financed properties # of months of PITIA

2 months for each additional property

8 months for each additional property

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




CrecitUnions ~ Get Started withMGIC ~ MiBasics  Coeers  Contact  lnvestors 1

MGIC Rates  Underwriting  Ordering/Servicing  Training Tools Blog  About MGIC Get a quick quote

Self-employed borrower and income
analysis worksheets

Editable, auto-calculating cash flow analysis worksheets for the 2022 tax year. "; )

MGIC > underwriting

Gain instant access to MGIC's newly
enhanced self-employed horrower
and income analysis worksheets

Jutfitted for speed and accuracy, our editable and auto-
ksheets are updated and fitted specifically for loan officers and
mMorgage pros

« Allin-one self-employed income calculator

+ Employment and other income analysis calculator

+ Rental income analysis calculator

Get the worksheets »




CrecitUnions ~ GetSrtedwitMGIC  MiBasics  Cereers  Contact  Investora

MGIC Rates  Underwriting  Ordering/Servicing Training Tools Blog  AboutMGIC (Get a quick quote

Newly enhanced SEB and income analysis
calculators and resources @

Explore and download MGIC's editable, auto-calculating worksheets and resources.

Macro-free, ready to download and use

All-in-one self-employed Employment & other
income calculator income calculator

Rental income analysis
calculator

Cash flow income from a principal
residence (2-4 Unit), investment
property or business rental by review of
tax retumns or leases. (August 2023)

Incorporates 4 worksheets, including Designed to calculate salaried

SAM cash flow analysis, liquidity, borrowers’ monthly qualifying income
comparative income analysis and P&L and gross-up non-taxable income.
analysis. (September 2023) (September 2023)

Additional resources

Infographic: 5 SEB Self-employed borrower
business structures webinars

Get the business structures basics to SEB training webinars guide you
help you calculate self-employed through steps to evaluate and analyze

borrower income income of a corporation, partnership, S
corporation and more.

Session details »




B Freddie Mac
Rental Income Matrix p——

Rental income may be used in ifying the provided the requi of Guide Section
5306.1 and the documentation requirements contained in Guide Sections 5102.3 and 5102.4 and Chapter
5302 are met. If rental income is not used to qualify the borrower, the requirements of Chapter 5306.1 do
not apply.

Evaluating Rental Income

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- to 4-unit Primary 1- to 4-unit Investment Property Owned by the
Residence Property Borrower

DPGU""E"'EHC‘"- If the borrower’s monthly debt pay it-to-income ratio (as il in Section 5401.2) includes
history and the full monthly payment amount for the subject investment property and/or non-subject investment
analysis — property, no further evaluation is required.

property owned
in the prior
calendar year

If rental income from the subject investment property and/or non-subject investment property is to
be considered in qualifying the borrower, the following requirements apply:

i = The Seller must obtain the borrower's complete federal income tax returns (Internal
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 permitied, if the subject
Documentation property has been owned for at least one year and income from the subject property is
levels reported on the borrower's federal income tax returns, the Seller must use Schedule E
to determine the net rental income or loss.

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
mortgage 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 Residential Income Property Appraisal Report, or 1000,
Single-Family Comparable Rent Schedule, supporting the income reflected on
the lease; or

Documentation (e.g., bank statements evidencing deposit or electronic transfer
of rental payments, canceled rent checks) to support two months 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)(ii).
Unless 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.

ourse coming soon




Special Event 30 minutes

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

Recorded Session
Available any time.

Watch now

View training details »
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MGIC

mgic.com/MiQ

mgic.com/training

mgic.com/contact



Thank you!




