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Objectives

What we will cover:

— General guidelines for calculation of rental income for Fannie Mae and Freddie
Mac

— Recent changes relating to rental properties from Fannie Mae Announcements
and Freddie Mac Bulletins

— Overview of Freddie Mac Rental Form 92

— Overview of Fannie Mae Rental Forms 1037, 1038, 1039

— Calculation of rental income from the Schedule E

— Questions
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Training Tools and Information

Course Catalog T e iranng e al

Genworth offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line and ultimately best serve your borrowers.
With more than 90 courses in our catalog, our team s here to help you stay up-to-date on the mortgage industry and regulatary environment. Classes are all
offered al no cost Lo you

Browse by Topic

Madtgagy Infustey Pretessmnal
sadl Development Skils

Leam more about self-employed borrowers D
through our Self-Employed Borrower courses.
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Calculating Rental Income

ach calcuiation 3 are updatad periedically.
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Calculator and Quick Reference Guide:
Rental Income

Pleuemethelulbnmgcalml-uandquickmlemgudemmmnndmhonguﬁdm&mllstm lO‘OSchechh&

It provides suggested guid onbyu\ddoe:nnl-eplnemeaM-quedﬁeMx licak:k Thes
mﬁhod:houumlbemduhenf‘ k onab ‘s ptimary residence. Check-pplmlegnddnam
mmhmudedmmgywtoye.Huuchtchunhyowmhgddwmh pe of legal and o princip
applicable to your business
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*Only nclude ¢ usng the full

i e S
3 Depreciation (Lng 18 . ORI
= Amactization/Casuaity Losw/Nonrecurning Expenses (Line 19) - typically included with
5 Insurance {Line 9)* - ::dz;::n calculanng
6 Mortgage Interest {Line 12)* .
7 | Tasas (Lioe 161 . ;“_3'."‘::‘ ‘:::‘::g e
& | Othar . months
9 | Annual Rental Income/Loss - $0.00 50.00
10 | Numbaer of Months Comdered fLine 2°** | |
1N | Monthly incame/Loss - B :
12 | Monthiy Mongage Fayment (Verfied)
13 | Monthiy Net Rental incomarLass*™ - $000 $000
Property 2
tal Income Calculation
1 | Gross Rents (Line 3) Oy inclucde if usng the il
2 Experisas (Lime 20) :‘rl wmw\:l::
3 Deprociation (Line 1N .
B Amartization/Casuuity LoswN gl Line 1) Py Nt w;
S Insurance (Line 90* . n.'.Z.u..'. whan calculanng
6 | Morigage Intwres (Line 12)* . e debt atia
7 Tasas (Line 14)° . ***Check apphcable
? Othar N m:wo W oet using 12
9 | Annual Rental Income/Loss - $0.00 $0.00

10 | Number of Months Cansidered (Line 21°** / ]

1 | Monthly Income/lass . b b
12 | Monthiy Mongage Fayment (Verfed)
13 | Monthly Nut Remtal Income/Lass ™ - $0.00 $0.00

Thix caleulator can be found ot httos dosm migenmorth com/soll 4 barn cakulatnrs
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Rental Income

Basics about rental income requirements:

— Rental income must be supported by the borrower’s most recent personal tax
returns if used for qualification purposes*
* Follow the underwrite you are utilizing
— Desktop Underwriter® follow the DU findings report
— Loan Product Advisor® follow the Feedback certificate

— Manual underwrite, follow the appropriate seller guide for your investor as the documentation
rules vary

— Use of rental income (boarder income) from a single family property is typically
not allowed except for certain Affordable Lending Products

— Rental income from a second home is not allowed for qualifying purposes

— A Primary residence that applicant’s intend to “convert”, make sure occupancy
makes sense. Check for investor guidelines as Fannie has no policy and
Freddie does as of March 6, 2019.

— Gift funds are not allowed for investment property transactions

*Documentation will vary, See or

N1y,
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http://www.freddiemac.com/
http://www.efanniemae.com/

Freddie Mac Rental Income Guidelines
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Updates For Freddie Mac 2017-12

Effective for loans with settlement cf—*

Freddie Ma

dates on or after March 6, 2019; Final p—

Policy Updates include: oo
— Updates policy for rental properties NOT e

N P b 400 A L bates Seap Preieg v s

owned in the prior calendar year FreddieM B
— Reintroduces Guide Form 1000 and P
retires Operating Income Form 998 "““"”“ P
— Expanding requirements, additional ‘ i i

specificity and guidance for = e
- Accessory units Xy

« Leases

« Net rental income calculations e ORI AT
« Establishment of DTI ratios ot S

« Rental Income from form 8825 e e

i I ORIGINATION AND UNDERWRITING

— New Rental Form 92
— History of owning/managing properties

Ny,
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Freddie Mac Rental

e
FreddieMac
Form 92

Net Rental Income Calculations — Schedule E

Fotem 92 is to be wed 1o docusent the Seller's clcdation of set retital Income from Schedule £ This form b

Iaclmhinlhﬁsdlnuku-l!-ndr-ﬂdmmthmw*L(lnﬂh:“hﬂmﬂaum
the and guid for the & o of satle thily income ks Golde Chagtar S308, This form
does not coplace the requitements asd guidance for the ssalysis and trestment of rental incoene as described in
Chapter 5306,

I Net Rental Income from Schedule E (Subject 2- to 4-unit Primary Residence)

Income

Rental Income Matrix Frc'dd(e Mac

Farsly

Effective for morgoges with Frocdio Mac sottiamen dates an sed afer March & 2018

Rantal income Nv Lo usad In gualifyeng e burmvndx- providod the reguitements af Gulde Section 2308.1
and the in Guide Secti S102.3 and 5102 4 and Ohapuer 5302 ate mat
Use the fofowing chast as @ 100 10 hfd summarize these ental weome segusnmests,

Rental Income ks from. ..

Topic Subject Property. Sabject Property. S -
-t dunitPrimary | 1-fo4-unitinvestmeny | TECUment Property

Subject Property Addtess.
IRS 1040 Schedule £ - Supplemental ncome and Loss

Year Year:
Rests received ) ")
Less total expenses ) )
[y (+) (*)
Mortgage inferest pald 1o barks, etc® (+) =)
Tases (real estate coly]** (*} +)
Deprecistion and/cr depiution ) )
Homaownerns siscdetion (HOA) dues (F specifically rescrtied as an
epensef (+) 8]
O tirvee bodses (e, casualty los) If decumented (+) (*)
Substotais) s s
Result hat I feakeuiuted to o month) » S, i
U of maSOCIA ST by Farabar 1f pOBCTHS TV - Mot A3 o v i

Resid Owned by the
Propaty Botrower

Documentation, |  ve bormwer s monthly debt payment 10 mocene atio (as described in Section 5401.2)

history and inchades the full monthly payment smount for the subject Investment property and'or nan-

analyais - subject evvertrmant property. no furthor evatusmon is regured

Streamlined # rentad income from the sutysct nvestmant property andior non-subiect mmmm

and Standard porty s i be i qualdying the , tha apply:

Documantation

lovels *  The Seller must obitain the boerowe's Toders! incoend tas remums (eternsd Revesss

Service (RS Form 1040} including Schedule E for the most recent year. Excopt as set
form Below when use of & signed lease may he peemitied, If the subjoct proparty has
Bean ownod for at least oow yoat and locome from the subject property s repocted on
the barrower's federsl incorme tax rvtuma. the Seller must use the Schedule £ 10
deturerins the nat restsl income or loss
o M e auDfect propey Ras Deen awned for M1 leesl ano yoar and 15 reperied on Schedule
£ of ™ barrower's priar year Toder sl income tax setum, use the income or lows s
teponed.
* A signed sasn may be ussd
I iha Droporty wis oot of Servios for 2ew 1ime Penod in e BNOr yoar nd e
goge e » doo, M0t Buch B8 3 TENOVaion of evidence the
Praperty was purchased later in the calendar yoar
Scheduls E suppurts this by a reduced number of days = use and raflects repair
costs and,
Forms 72, Smai Nugitentss! Income Srpparty ADprsiss Regor, or 1000, Single
Eamity Comparatie oot Schaduls saport the income refiectnd on thae lese

Uniss the above requiremants ame met, & sgned isase may not be seed and the remsl
income or Jons from Schaduls E must e usert snd annuaiizad for gualifying purposes

Latar 0 Sacion 306 53 J) Sor 3 rertal Income cylndution reg@temenss

FTrik mcpenis, ¥ acded hack, rert be Inciaded I the mestily houting Mosae being cued 10 sexabinh the OT) elo

T The tams wdsad back matt rearetert 2ely real setats T rcuded I the mantty heuting s e

 Eetabbohing D) racks [Section SIOE. ) The manthly housing espents reert e addad 3t 2 Habliny; the nee testyl ncorse rewy be addad
12 the rtatie merttly iacere

Novembes 2019

Let’s Review The New Rental Income Matrix And Form 92

Calculating Rental Income
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Freddie Mac Rental Income

Use Rental Income Matrix Updated November 2019
— Documentation and History

Rental Income Matrix

— Lease requirements

Effective for morgoges with Froade Mac settiemen dates an aod afer March & 2018

—Pro pertie S p|aced Into service in et iscoma may 1 usat n qualiing B broveeris provided th requicamants o Gulde Secton 5308.1

and the docusmentation reguirements contamed in Guide Sections 5102.3 and 5102 4 and Ohapter 5302 ate mat
Use the fofowing chast as @ 100 15 hfd summarize these rental meome segusnmests

current calendar year T

2- % 4-unit Pramary 1~ 10 4-unit Investmeont oo ey

— Maximum eligible amount rent Residence propersy e

Documentation, # the borrower's monthly debt payment 410 mooerw Matio (as doscribed in Section 54012}
history and inchades the Tull monthly payment amount for the subiject investment property and'or nan.
analyuis - subject evvostrmant property, no furthor evatuson is regured

— Rental Income calculations Somined | 1rmvs e o e s ot sy e it e

proparty s (e be comiderad in gualdying the borrower, the TuBowing requitements apply:

lovels *  Tha Seller must obtain the boerowe's Toders! incoens tax remurms (eternsd Revesss
Service (RS} Form 1040) including Schedule E for the most recent year Excopt as set

H M form Delow when use of & sgned lease may he peemitied, If the subject proparny has
S a IS I n g e Bean ownoed for ot least oo yoar and locome from the subject property is repoctod on
the barrower's Teders! income tax rstuma. the Seller must use the Schedale £ 10

deturrrine the nat resvtsl income or loss

o M suDfect propey Ras Deen owned for M ees! Ono yoar and 15 repened on Schedule
£ of e barrower's priar year Tocker sl income TEx setum, use the income o lows s

— Appraisal Forms

¢ Aggned masn may be st

I e Propory wias out of servioe for 2nw 1iMme Penod in e RNos your and 1he
mortgage Yo contalng 8 dooumanted myent » % 3 TeNOVation or ewdence the

I nV tm nt P r rt M n m nt property was purchased later in the calendar v
esime operty ivianageme it o A S - A0 Bk i s At
costs and,
EX e rl e nce Forms 72, Semall Nmsidentis] Income Pranarty Aaorsisst Reood, or 1000. Single
Eamily Comparalie fon Schaduls suppot the income refiectnd oo the lesss
Uniwes the above requitermants ane met, & sugned isase may not be seed and the rermsd
income or Jons from Schwaduls E must e usedt snd annuaized for gualifying purposes.

—Form 8825

Novembes 2018 Ereddis Blac Loanung

— Max number of financed properties

v\‘.‘/'
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Freddie Mac Rental Income

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 5302 are met.
Use the following chart as a tool to help summarize these rental income requirements.

Rental Income is from...
Topic Subject Property: Subject Property: Non-subject
S 5 Investment Property
2- to 4-unit Primary 1- to 4-unit Investment Gronad by
Residence Property wned by the
Borrower
Documentation, | if the borrower's monthly debt payment-to-income ratio (as described in Section 5401.2)
history and includes the full monthly payment amount for the subject investment property and/or non-
analysis - subject investment property, no further evaluation is required.
Streamlined If rental income from the subject investment property and/or non-subject investment
and Standard property is to be considered in qualifying the borrower, the following requirements apply:
Documentation
levels = The Seller must obtain the borrower's federal income tax returns (Internal Revenue

Service (IRS) Form 1040) including Schedule E for the most recent year. 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 the Schedule E to
determine the net rental income or loss.

= |f 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.

= A signed lease may be used:

o If the 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 or evidence the
property was purchased later in the calendar year

o Schedule E supports this by a reduced number of days in use and reflects repair
costs and,

o Forms 72, Small Residential Income Property Appraisal Report, or 1000, Single-
Eamily Comparable Rent Schedule, support the income reflected on the lease.
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.

\0/
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Freddie Mac Rental Income

Rental Income is from...
Topic s ‘Jb- 2 . > Non‘s‘lbject
ject Property: Subject Property:
A 3 Investment Property
2~ to 4-unit Primary 1- to 4-unit Investment Owned by th
Residence Property e
Borrower
Documentation, |. subject property purchase transaction:
msm;zi:nd o Lease, if available, must be used to determine the net rental income or
purchased or o Forms72or1 900, as ap_pllcable, may be used to determine net rental income
i when a lease is not available
placed in
service foruse |" Subject property refinance transaction or non-subject investment property
as arental in o Lease must be used to determine the net rental income
the current o Purchase date or conversion date, as applicable, must be documented
calendar year
Lease Leases must be current and fully executed, with a minimum original term of one year. If the
Requirements lease is documented as assigned from the property seller to the borrower and is in the

automatically renewable month-to-month phase of an original one-year (or longer) term
lease, then a month-to-month term is acceptable.

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 5302 are met.
Use the following chart as a tool to help summarize these rental income requirements.

Ny,
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Freddie Mac Rental Income

Topic

Rental Income is from...
Subject Property: Subject Property: Inve’:;:m?
2- to 4-unit Primary 1- to 4-unit Investment Owned by thp eerty
i Fropesty Borrower

Maximum
eligible amount
of net rental
income

The borrower must currently own a primary residence to use rental income to qualify
when purchasing a new rental property in the current calendar year. In such instances,
rental income can only offset the principal, interest, taxes and insurance (PITl) and when
applicable, mortgage insurance premiums, leasehold payments, homeowner’s
association dues (excluding unity 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,
rental income can only offset the full monthly payment of that primary residence.

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

Net Rental
Income
Calculation
Requirements

Lease: 75% of the gross monthly rent or gross monthly market rent.
Form 72 or Form 1000: 75% of the gross monthly rent or gross monthly market rent

Schedule E: Calculate the net rental income from Schedule E using Form 92, Net Rental
Income Calculations — Schedule E, or a similar alternative form, as follows: Rents
received (-) less total expenses (+) plus insurance, mortgage interest paid to banks, real
estate taxes, depreciation and/or depletion, homeowners association dues (if specifically
reported as an expense), and one-time losses (e.g., casualty loss due to documented
catastrophic event). When calculating the net rental income for each individual property,
the following expenses reported on Schedule E (and noted above) can only be added
back if they are included in the payment amount being used to establish the debt
payment-to-income ratio for that property: insurance, mortgage interest paid to banks,
real estate taxes, homeowners association dues.

Calculating Rental Income

12 Genwort
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Freddie Mac

Calculating Rental Income

Rental Income

Rental Income is from...
; : Non-subject
Topic Subject Property: Subject Property: In P]r
P! 2- to 4-unit Pri . vestment Property
- to 4-unit Primary 1- to 4-unit Investment Owned by the
Residence Property LI
Establishing = The monthly housing Subtract the monthly payment | Subtract the monthly
the debt expense (as described in amoym (as described in paym‘em a'mount'(as
payment-to- Section 5401.1) must be Section 5401.2(a)(7) from the | described in Section
B me (DTI) added as a liability net rental income: 5401.2(a)(7) from the net
ratio s The net rental income = |f the result is positive, add rontakincome:
may be added to the it to the stable monthly = |f the result is positive,
stable monthly income income add it to the stable
= |f the result is negative, monthly incpme
add it to the monthly = |f the result is negative,
liabilities add it to the monthly
liabilities
For multiple non-subject
investment properties,
apply the calculation
above to each property,
and:
= |f the combined result
is positive, add it to the
stable monthly income
= |f the combined result
is negative, add it to
the monthly liabilities
Appraisal Form 72 Form 1000 or Form 72, as Not applicable — unless the
Forms 72 or applicable non-subject investment
1000 property was out of use for

a portion of the previous
year and the borrower is
using a lease instead of
the income or loss
reported on Schedule E in
the prior year 5306.1(c)(ii).

13
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Freddie Mac Rental Income

Rental Income is from...

; ; Non-subject
. Subject Pro : Subject Pro: :
Topic Jact Fropetty iant Epeny Investment Property
2- to 4-unit Primary 1- to 4-unit Investment Owned b th
Residence Property B
Borrower
Appraisal * Analyze the rental market viability and income producing potential for the subject
forms — property
Comparable = Determine whether the current market rents reasonably support the gross rents reported
rent data on Schedule E or the gross monthly lease income, if applicable
analysis

= |f the current market rents do not reasonably support the gross rents reported on
Schedule E or the gross monthly lease income, you must determine if additional
documentation is necessary to support income stability, and provide a written analysis
explaining the discrepancy and justifying the determination that the rental income used
to qualify the borrower is stable and reasonably expected to continue

Investment Not required. However, see requirement for counting net rental income in excess of PITI

Property referenced above in “maximum eligible amount of net rental income” when a minimum of

Managemem one-year investment-property-management experience is required.

Experience

IRS Form 8825, | Refer to Chapter 5304 for treatment of all rental real estate income or loss reported on the

Rental Real IRS Form 8825, which reflects all income and expenses for the rental property and the IRS

Estate Income Schedule K-1, which reflects the borrower's proportionate share of the net rental income or

loss.

and Expenses

from a . . "

P ’ The requirements of Chapter 5304 are applicable regardless of the borrower’s percentage of
artnership or ownership interest in the partnership or S corporation and regardless of whether the

an$§ borrower is personally obligated on the Note.

Corporation

Ny,
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Freddie Mac Rental Income

Manually underwritten mortgages: Verified reserves must equal or exceed six months
reserves®, regardless of whether rental income is used in qualifying the borrower.

* Reserves are measured by the number of months of the monthly payment amount.

Investment property mortgages where the borrower** is obligated on:

* 1-6 financed properties including the subject property and the borrower’s primary
residence: Two months of reserves (as described in Section 5501.2(a)) for each

additional second home and/or 1- to 4-unit investment property that is financed and

on which the borrower is obligated, regardless of whether rental income is used in
qualifying the borrower for both Loan Product Advisor mortgages and manually
underwritten mortgages.

* 7-10financed properties including the subject property and the borrower’s primary

residence: Eight months reserves for each additional second home and/or 1- to 4-unit

investment property that is financed and on which the borrower is obligated,
regardless of whether rental income is used in qualifying the borrower for Loan
Product Advisor mortgages only. Manually underwritten mortgages not permitted.

** Each borrower individually and all borrowers collectively.

;. _ ] Additional Notes:

Rental Income is from... |
] ] Non-subject
Topic Subject Property: Subject Fropeity: Investment Plropenv
2- to 4-unit Primary 1- to 4-unit Investment Owned by the
Residence Property Borrower
Reserves — Loan Product Advisor” Mortgages: Verify all reserves required by Loan Product Advisor as
Guide Section | stated on the Feedback Certificate.
5601.2

1. Rental income generated from the borrower's second home may not be used as stable monthly income.

2. Rental income from the borrower’s 1-unit primary residence may not be used to qualify the borrower unless it
meets the requirements in Guide Section 5306.1 (b) or Guide Section 4501.9 for Home Possible Mortgages.

3. Rental Income from an accessory unit may be considered for a subject 1-unit investment property and non-
subject investment property. Refer to sections 5306.1(b) and 4501.9(a) for information on a 1-unit primary
residence with an accessory unit. Refer to Chapter 5601 for property eligibility and appraisal requirements.

4. When rental income from other investment properties owned by the borrower in the previous tax year is
reported on the borrower's individual federal tax returns, the Seller must use Schedule E of the borrower's tax
returns to determine the net rental income. Signed leases may be used to determine the net rental income for

an investment property not owned during the previous tax year.

Calculating Rental Income
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Freddie Mac Form 92

Fr?ddieMac . Net Rental Income from Schedule E (Subject Investment Property)

Form 92 '  SUBECT IVESTMENT FROFERTY
SCHEDULE

Net Rental Income Calculations — Schedule E

Fotem 92 is 10 be wed o docusent the Sefler’s calodation of set retital ncome from Schedule £ This form b«
el to hefp the Seller cakcuate the net restal income Trom Schedue £ the Seller’s calcudetions st be besed un
1he regud and guid for the d ination of slatle Iy incemme s Golide Chagtar S308, This form
does not copldace the requitements asd guidance for the ssalyais and treatment of tental incoeme a3 described in
Chapter 5306,
L. Net Rental Income from Schedule E (Subject 2- to 4-unit Primary Residence)

It ance’ (¢} (+)

Year: Year Mortgage Interest pald ty barks, elc* ) [+)
Rests recoived
) “ Tanes (#oal estatn only)*’ (+) [#)

Less total expenses ) )

Deptecistion snd/cr depetion (+) [+
Irvat anem® (+) +)
Mosrtgage inferest pald 1o barks, wic® (+) ) HOA duss [ specfically reported e s wpensel’ (s) ()
Tases (el astata coly}* (+} + Ove titme b (4., cusumlty o) If documanted (v) 1%
Deptecistion andice dejiut *) )

Sebtortalls) $ H
Hommorwners sacdetion [HOA) dues (IF specifically rescrted as an
et i ) Result. Net Rental locome |cabodated 19 @ momhly emount)* $T_-
O tirvee berksess (.., casualty bous) I docummentod (+) (*) [fuenof aboety i — Net Rwre ivcome  —
e k9 $ $ Seder £ Section S5O0 for ret rertsl Income seiculation requtenents
Reslt Set Renalln (ealeuluted 12 0 monhy » - ST (SRS Tris exparse, ¥ added back, munt be inchided In the monttly peymant amount being cied 5o setabileh the DT metlo
fuer of by sasnbar af monehd = Net s " Thw tane wdced Sach must represert ooy ree! attate tazes bcdiced In the ¥ ey ot
T b £ S0 S o it s 7 e ‘Lrtabiishing O retic (Section S300.1(8H Subtract the monthy peyment smount from the net fentel Income. If e reaut
FThie mpanis, ¥ adfed Nack, raet be inciaded I the mestily houeing mose being aued 12 seabinh the D] el fn powtive, R mary be adced 5 income; f S Tt (s negethe, add 1 30 the monthly Seteities

T e taums adsad back men reprwtant 20ly real seiate tss DCuded I the mantt iy houting o ens

Check Out Genworth Website for Calculator

A
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Freddie Mac Form 92

lil. Net Rental Income from Schedule E (Non-subject investment propertyis))
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Check Out Genworth Website for Calculator
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Genworth’s Freddie Mac Form 92 Calculator
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https://new-content.mortgageinsurance.genworth.com/documents/calculators/Freddie%20Mac%20Form%2092%2002.19.pdf
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Freddie Mac Seller/Servicer Guide

Chapter 5306: Rental Income

5306.1: Rental income (03/06/19)

This chapter contains requirements and guidance for the use of rental income:

General eligibility requirements (Refer to Section 5306.1(a))
Rental income from the Borrower’s 1-unit Primary Residence (Refer to Section 5306.1(b))

Rental income from the Borrower’s subject 2- to 4-unit Primary Residence, subject 1- to 4-
unit Investment Property and non-subject investment property (Refer to Section 5306.1(c))

Establishing the debt payment-to-income ratio (Refer to Section 5306.1(d))

IRS Form 8825, Rental Real Estate Income and Expenses of a Partnership oran S
Corporation (Refer to Section 5306.1(e))

Data delivery requirements for rental income (Refer to Section 5306.1(f))

Other Guide provisions related to rental income (Refer to Section 5306.1(g))

(a) General eligibility requirements

For Complete Rental Income Policy Refer To The Updated Chapter

5306.1 Of The Freddie Mac Seller/Servicer Guide

Calculating Rental Income
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Freddie Mac Form Updates

Guide Impacts:

— Guide Form 1000 Comparable Rent Schedule reintroduced
» Used for single family properties and completed by the appraiser
— Form 998, Operating Income Statement, retired
—Form 91, Income Calculations- Updated to remove the Schedule E rental income
calculation section
—Form 92, Net Rental Income Calculations — Schedule E-

* Introducing Form 92 to support calculation of net rental income when Schedule E is
being used.
— Three sections are provided for ease of use when determining the debt payment-to-income ratio
— Subject 2-4 unit Primary Residence
— Subject Investment property
— Non-Subject investment Property

Ny,
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Important Updates About Reserves

Effective For Loans Submitted and Resubmitted On Or After
November 12, 2017 —
— Loan Product Advisor will determine EroddieMac VoY
reserves for additional properties owned S ———
and obligated on when subject is a |

second home or investment property St g i i il

* Expanded requirements to make 5/5 ARMs eligible for additional Mortgage products

e Removal of the requirement that all income reported on the application must be verified for Freddie Mac

— Data accuracy is critical e o N

* Updated requirements for Texas Equity Section 50(a)(6) Morigages to allow ARMs

Loan Product Advisor®

* Enhancements to Loan Product Advisor® relating to reserves requirements — November 13, 2017

— Enter details for each additional 1-4 unit o S
residential property in which the borrower | oo s eesssminasasiians e

* Guide language prohibiting Sell

has ownership interest and is obligated

Additional Guide updates

on the flnanCIng LOAN PRODUCT ADVISOR — RESERVES

er/Servicers from engaging in discriminatory business activities

SUSCE SIS s B

Effective for all Mortgages submitted or resubmitted to Loan Product Advisor on and after
_ Spelelca”y Movember 12, 2017 with Settlement Dates on and after November 13, 2017

As announced in our November &, 2017, Single-Family News Center article, to help streamline the
B L. underwriting process Loan Product Advisor has been enhanced to calculate the additional required reserves
- Propel’ty dlSpOSlthﬂ when the subject property is a second home ar Investment Property. The Seller is no longer required to manually
calculate the additional required reserves as they will be included in the amount of reserves required to be vernfied
on the Feedback Certificate.

Guide impact: Section 5501.2

— Subject property

- Current ReS|dent e 2.year ARMs to 3/3 ARMs '

* S-year ARMs 10 5/5 ARMs

— Liabilities associated with each property?

Ny
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Bulletin 2018-10 A
Selling Updates Freddie Mac ’?}?

TO: Freddie Mac Sellers June 27, 2018 | 2018-10

— Increased number of financed
properties to 10 when subject is a i

Property eligibility and appraisal requirements

second home or investment. When 7-10 T E————

* Updates to our comparable sales selection requirements
I t h . Condominium Projects
range Oan mus ave' * Revisions to our requirements for Detached Condominium Projects — June 28, 2018
* Updates to our requirements for Freddie Mac-owned “no cash-out” refinance Condominium Unit

» 720 credit score Norigages

* Updates to our requirements for New Condominium Projects

* 8 months reserves for each second home T <

Increase in the maximum number of financed properties that a Borrower may be obligated on when the

or investment property borrower is " it rcpeny 3 second e o Ivent Propey, e i A3410na requrEments e

met— August 20, 2018

Obllgated On fﬂ;?::::::mmerelxantﬁngdwrSewidng—releasedexewhms
. . . . ion of Freddie A d Servicing Transfer™ (FAST*") — October 1, 2018
« Accept/Eligible recommendation from Adiiona! Guids i andemindes = -
. *  Further updates and reminders as described in the Additional Guide Updates and Reminders section of
Loan Product Advisor this Buetn
EFFECTIVE DATE

PROPERTY ELIGIBILITY AND APPRAISAL REQUIREMENTS

Automated collateral evaluation
Effective for new issi andr issi to Loan Product Advisor® on and after July 16, 2018

Aspanofourcontnuedfowsonleveragngbvgdalaandadvanwdmarthtobmggreataefﬁuenmtome
loan origination process, we are expanding eligibility for (ACE) |l waivers
to include Mortgages secured by Condominium Units. As a result, Morigages secured by Condominium Units that
qualify for ACE may receive relief from representation and warranties related to the property’s value, condition
and marketability, providing Sellers with greater purchase certainty.

Additionally, we are updating the Guide to specifically state that to qualify for an ACE appraisal waiver, the
Mortgage must receive a Loan Product Advisor® Risk Classification of Accept.

See Freddie Mac Single-Family Seller/Servicer Guide For Complete Details
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Fannie Mae Rental Income Guidelines

A
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Selling Announcement SEL 2019-08

Selling Updates

— Effective for all new DU casefiles submitted on or Fannie Mae
after the weekend of December 7 and for T -
. . . . Selling Guide Announcement SEL-20109-08
manually underwritten loans with application October 2, 2019
Selling Guide Updates
dates on or after December 7, 2019.

The Sefing Guide has been updaiad %0 nclade changes % the following

» Regurements
To determine the amount of rental income from the subject property that can be used for qualifying purposes when the B
borrower is purchasing a two- to four-unit principal residence or one- to four-unit investment property, the lender must Activity
consider the following: Usxtatus
blow  The affected lopcs i sach polcy change arm swied on the Altachmant. The
e . of B pobcy changes The updaied topics are dated Oclober 2, 2019
If the borrower... Then for qualifying purposes... B B
L!m.'_.!l__.l‘_"l'_ M
* currently owns a principal residence (or has a there is no restriction on the amount of rental income that pram " e
current housing expensea), and can be used. are not e ; and
™ has at least a one-year hiStDr!f of r&l::ei'.ling rental bomowes Nole and Footnote (1) with respact to allowable LTV and CLTY ratio
income or documented property management
expernence Requirements
. . + fora principal residence, rental income in an heips bomowers gain essential lwmmuw
* currently owWns a principal residence (or has a amount not exceeding the PITIA of the subject are updating our oo Cumently, our policy roqures
current housing expense), and . property can be added to the borrower’s gross e retwng oy o e et 30y,
* has less than one-year history of receiving rental income, or b0 Uanmactons
:‘xm":iz:éem“”memf’d property management » for an investment property, rental income can ot Py
pe only be used to offset the PITIA of the subject o retyng solely on ey il crecat B uaby regriars of fe toan SUCE o
PFG‘DETTY wwx::mmnwme mr!'buy!r‘ regardiess of the
+ does not own a principal residence, and rental income from the subject property cannot be used. LTV, CLTV. or HELTV raios greater than S5% when o bormowsrs are frat Sme
+ does not have a current housing expense

homebuyer ecucation, degirwing Oclober 23, 2019, we Wil woeve T fee for the
(Framewors ™) course Tor lendern, semoving the cost burden for bormowers. Addtional

Mote: This policy does not apply to HomeReady loans with rental income from an accessory unit.

. 10 new oan casefies submimed 10 Deshiop Underwrter® (DUY) on or after the
Effective Date Fix maruaty undarwritien HoreReady koatm, the codales are reaured ke new loan
7.2019

The updated requirements will apply to all loan casefiles submitted to DU on or after the weekend of December 7, 2019,
and for manually underwritten loans with application dates on or after December 7, 2019.

\0/
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Selling Guide October

B3-3.1-08: Rental Income (10/02/2019)

The lender must establish a history of property management experience by obtaining one of the following:

¢ The borrower’s most recent signed federal income tax return, including Schedules 1 and E. Schedule E
should reflect rental income received for any property and Fair Rental Days of 365;

s |f the property has been owned for at least one year, but there are less than 365 Fair Rental Days on

Schedule E, a current signed lease agreement may be used to supplement the federal income tax
return; or

¢ A current signed lease may be used to supplement a federal income tax return if the property was out
of service for any time period in the prior year. Schedule E must support this by reflecting a reduced

number of days in use and related repair costs. Form 1007 or Form 1025 must support the income
reflected on the lease.

The lender must document the borrower has at least a one-year history of receiving rental income in
accordance with Documenting Rental Income From Property Other Than the Subject Property above.

Note: This policy does not apply to HomeReady loans with rental income from an accessory unit.

Y
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Fannie Mae Seller Guide

General Guidelines (Until December 7, 2019) and Rental Income Forms

— Borrowers that have a history of renting the subject or another property, typically
income is reported on IRS Form 1040 Schedule E

— Properties owned by businesses, such as an LLC or S Corp or Partnership,
rental income is found on IRS Form 8825 (attached to the business return)

— If borrower’s tax returns do not accurately reflect the ongoing income and
expenses of the property, lenders may be justified in using fully executed current
leases for:

* Purchases

 Refinance in which the borrower purchased the rental during or subsequent to the last
tax return filing and is properly documented

» Refinance of a property that experienced significant rental interruptions such as
renovation or a casualty loss that is properly documented

—When the subject property will generate rental income and is NOT on the tax
returns, one of the following Fannie Mae forms must be used to support the
income-earning potential

» One-unit properties: Single-Family Comparable Rent Schedule (Form 1007)
* For two-to-four unit properties: Small Residential Income Appraisal Report (Form 1025)

Ny,
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Fannie Mae Seller Guide Updates

2017-02 Updates Market Rent @) Fannie Mae

— Use 75% of the market rents (from
Selling Guide An SEL-2017-02
form 1007 or form 1025) or leases. ekl T

Selling Guide Updates

The Seling Guide has been updated to include ch to the ft

- IRS Form 4506-T for Loans with Validated Income
. Education and C a
. CalwlahonofRemaHneormWhenUsngMa'ke(Rem

The updates described below simpify and clarify several policies. The affected topics for each policy change are kisted
on the Attachment. Lenders should review each topic to gain a full understanding of the policy changes. The updated
topics are dated February 28, 2017.

Caleulation of Rental Income When Using Market Rent

We have clarified how to calculate monthly qualifying rental income (or loss) when using market rentz reported on Form
1007 or Form 1025. There is now consistency in the calculation, whether using lease agreements or market rents, by
using 75% of the monthly lease or market rent amount.

Homebuyer Education and Counseling

In resp biendef‘ dback, we have ,‘ 2d the Selling Guide to dlarify our requrements pertaining

h P and h g g. Clarifications ndudewdmddeﬁmonsmmmedeadydmnwtsh
h hip education from housi and more specific 1 about when

mustbeeompleted Wemmmammmmammamc«mmm
1017) to align with the changes in the Guide.

Effective Date
This clarfication is effective immedately.

Calculation of Rental Income When Using Market Rent

Wehavedmfedhwbcalalatenmﬂhlymaﬁfymgrenﬂmm(uhss)mmu\gmarietrentsrepmadeonn
1007 or Form 1025. There is now " yin the vnether using lease agr or market rents, by
usmg75%ofthemonﬂiyleaseormarke(mamm
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Fannie Mae Rental Calculators

< e Accress of B
*  Scheduie £ (1RS Form 1040] OR For bl Lefore. Sata. Please mch
*  Lease Agreement or Fannie Mae Form 1023 |Erx=r e Ly | Rental income Worksheet
1 When uzing Schedule E, determine the number of months the property was in sanvice Dy divicing the Fa
o Fair nmmmm are Aot reported, the svoperly i conskirnd 10 be in service for 12 mentits unless there is eddence of o s 5%
L Resut The number of morths the waz in zerace: Rezult = ""“"‘"E""s:;'"sma*; — . Enae
Supzcumlr.zmemquuur,m rental income using Step 2A: Schedule £ OR Rep 28: Lease a i — - =
s, 5 2 Step 1. When using Schedule E, of months the property was in2ei  [ocmenration Required: Property Address
[ _ Fai Seotol Doys ore not she i3 comaidered 10 be in service for 12 monthy uiiess thy « 185 Form 3223 (fled with Sthar RS Farm 1053 or 14205) OR _—
AL | Enter total rents received {from the non-ownes-occupied units). Ener Step L Result: The number of months the pf Was in service: Resust . iemse shent
May enter rent from indhidusl sitfs) o combine. Schedule & Line 3 Step 2. Caiasiate monthly quaifying rental income {ioss] using Step 240 Schedule E OR Step Enter the e ond the [T — ‘Mor
3 £ tganen/ ¥ Mottyaygee/ ¥
AZ | Subtract total EXPENses. swauic &, Line 20 Sabtract 1007 or Form $023. "W_‘ nortgRge : ﬂl- - {
A3 | Agd beck inzurance experze. ihalel I e Fvr] Step 1. When usinz IRS Form £223, determine the rumder of months the property was in service by divicing the Feir Rentai Days by 30
a = . S “‘ 1f Four Remta! Duys are not reporied, Ihe voperty ks considernd 10 be in service for 12 months usless there (s eddence of o sharter term of seveice.
A4 | Agd back mortzage interest paid. Scheduie £, e 13 Add A2 | Enter total rents received. hnrm\' Line T Entes Tiep L Result. The numier of months the property waz in 2erace. o =] Resull T
AS | Add back tax expence. Schedule . [lar 16 Add A2 | subtract total expenses. Schauic it Live 3 Subtim T = T u'mi 1 ———
AS | Add back homeowners’ associstion cues. Chack Schetule £, Line 19 Add 23 | Adc osckinzurance expenze. soamtuic 1. Line 9 Add Shap 2 _Bropet -~ — — - s LeRat Ages
This expense must be specificall ientified on Schedule £ i order to add it back. e Tt e e AR M e )
A7 | Aad back cepreciaton expense or deplebion. Schanuie . Line 18 Aad s PR MRt 2 =N TV Erner
A3 | Add back any one-time extraordinery expense (e.z, cazuaity ioss). There ada A3 WLHNM Add e iR
must be evidence of the notre of the ane-Sine extrocrdisary expense, Rrv Lines 5-19 AE | Add Dack hameownars' aseociiinen duos  Schediie I, LI 15 ik rey )
Ecuals e rental income.TIFY 77 VA o cobial S 5 ent 8| Tl voomp— || o e must e ettty oot on st i watan 1M e e S T PR ~ad
A3 | Divice by the number of monthz the i 0 * Rezuit A7 | Add beck ceprediation expence or depletion. Schesule E Line in Add —
oy property was in service (Step ) | ovide 0.00 A3 | Aod Deck taxexpenze. Form 5. Add
——— I Line A9 (s 3070, "ermv wikl show. A2 [ Adc onck any one-tme extraordinary expense (a2, a;usnyh::} Theer — —
Step 24 Result: Mum!gmmxmw.m Result hate 06 eiidancs o the aahinds of e oo e Add A8 | Add oack homeowrers’ azzocistion cues. Review Feorm 8825, Line (5 Add
pro—— This experuw Se pecifcoty Soom W23 oy
'z-' " = o Equal: acjusted rental income. Toud AT Amm:;ed-ionmwupleﬁm :mz (A:: add
B [ et m-'-m-o;-m-»mm...m " {LeBEe® [ 45 | Divioe oy the number of moihs the property was in senice [Step £ Divide AZ | 233 500k By One-Gme STROrCingry eXpence (£, CRIUBRY 1052). her mart
& ’?::R'Im 'r’mj.(oz:lmr:‘l?zm;: i e Resut] Cikck fhe gray bution % caiculate e adivsted wonfaly rastal ncores. e evideren of afthe Reviesw Form 5825, Lines 3450
market from Form 1023} spoicable rental un = -
- 2 acjusted monthly rental income yp “error” wii T ]
=T = P v TR T T g T z Equals 2Cj ity = e A9ls error” wiil show otal sn_;u_asaqum rental income. _ _ Total $0.00 5000
m'hm'h'mhm““mmmw x. A0 Supqlaww;dm[@fmmp‘enn:r i Scberney AS | Divide by the number of months the property was in senvice (Step £ Result]. | Divide 0.00 0.00
exizting FITIA property) Ve axe: L > P i - 8 .
Equalz monthly rental income per uni Total $0.00 —— R:mkm”{“ certy) "I — “;‘.:: — — Equats ecjusted monthly rental MCOME- iy il smgamne 1640 -0 erroe b | TOW 9 7]
= < _ 2 _ | 8 2 T Moreh: rentalaicome = - ~ oy
3 | Comoine the monkhiy rental ncome of all non-owner-occupied rental uniz | A0S | Sicp =t Pk Monhy aeaityngrenalneomeloronl | Rt (A0 | Sustract aroposed PITLA [for usiect propeny] of axizting PTiA [far nr Sabtract
(upto % 2 " Step 2B. Lease Agreement OR Fannie Mae Form 1007 o subject property). veriyled, owure luses. (nssrance svd HOA dues are insadal
(o to o mavimum of 2 rental units since rental income is not eigible on the ™o o head = 5 e =
wnit occuied by the method whe m_ -mm , the prper rv-':-"“ﬂ- Step 2A. Recul: Monthly oroperty cazh flow: Result $0.00 $0.00
— cupied by the porrowty) fhe leasies has ustilotion b ssing o lesie ogreemel
Step 28. Rezult: Month rental income: Resutt - - Step 2B Lease Agreement
tep nthly queftying BL | Enter the zrozz monthiy rent from the lease szreement) or R s S s iAg sy d ks i kg
Step 3. ‘Step 28. mﬂrm(mpmanmacmxu.u) Enter the lesder hes jestficstion for e
ETY mmmmwmmmmsmmmgmm For il ank peapirtien, combinn giom rant Srice o raatel uks. EL | Enter the zros morthiy rent (from the leaze agreement) &
| B2 | Mulbiply grozz morthly rent or market rent oy 73% (73], M remaining |\ For mal-und properties, comibine the menthly guatifving income of of rastal uwnite | 5
38 | jcentify the fuil amount of the FITIA a2 the bomower's pmary housing expense 2% accounts for wicancy foss, malnterancs, oad maapenest expatses B2 | Mumiply grozz monthly rent or market rent oy 757 [ 75). The remoinig 25%
anc incluce it in the cebt-to-ncome ratio. ! Equals aciusted monthly rental income. Total Decouts flir Wasnty loss, maintaTasce, dd SDROPEEnt eXpenses Munich x.J5 35
| o] Sl friipasaat DATRA it S ot ouiparty; ity FYRA miad ot whu auljost piaguinty E3 | Suptract propozac PITIA [for subject property] or exsting P4 for S Equals acjusted monkhly rents. Toul $ 0.00) $000
ERETIES iy Monthly Income and Combined Housing Expenses Moctgage romsuject property). Ventad, tve. faxes, b and HOA 83 [ Subtract propased PMIA [for sudject propenty] or existing PITA [for nom-
Sunject Froperty Enter the smourt of the monthly qualifying income in nclude 2z the dorrowe Siep 28 Result Monthly GUakfying rental income (loss): Rezut | zusject property). Subirecs
“Subject Net Cash." expenze. Forrefinance Fseep3 Determine the qustitying impact asing the result of Step 24 o Step 28. Step 25, Resull. Morihly property cash iow: Result $0.00] $0.00
the mortgage 858 20 [t the comoined rezuit of Step 2A o 23 iz positive, 533 the POSIt Ve SmOUNt to the dorTower 3. Determine. o - =
= —r = o T the invetment FITIA
Nor-Subject Property | Enter the smount of the monttiy quakfying income in “Net. | inchude &z the Dorrowe! | manthly quaiifying income. Becuuse the MTIA exesie was inciuded in the cokalutions above, 400t | 1f the rezult of Step 24 or 28 iz wegative, indluce B 1023, nok o exceed the morkhly FITIA
opense. e 20 The dedt to-incexne (DT)) rativ: 122, in the cebt-to-income ratia s
3 : s = it 24 ansd o 200 e
¥ the comined recult of Step 24 or 23 iz negative, inciuce the smount of the lozzin the If the rezuit of Step 24 or 23 iz pasitive, the Al amount of the PITA expenze hes baen offset
Rafar to e Rental income topic in the Solling Guide for additional quidance DOMTWErs mo expenzes when caicuting the OT) ratio. Do not includs it in the dext-to-income ratio.
DU Data Entry Monthly Income and Combined Housing Expenses This worksheet srovides o meess of calcultion s offset o the meathly PTIA. To add ey net incsme 10 the berrowee's gsalifyirg income,
< Subject Enter the mzmmmwwm\: mm {pozitive resut] or artditinnal reguremeats spply (o). two-yesr history vi ose-year history). Sefer to the SelfEsioymet lncome topi b the Seling Guide.
Cateutanir provided courmay of Gonworth = mooth) 103 {nazative rezut) in “Subject Net Cash.” OU Data Entry Manthly Income and Mortgage Lisbiities Roal Extate Owned
Formor wes. - Non-Subject Enter the amount of the monthly quaifying income (pozitve resul] or Combined Howsing Expenses
Fantie Mae Form 3037 g\,ﬂ monthiy gy ‘"“E“’"iﬁﬂ"’*"'“ “Net Rental * Subject Progerty | Enter the smount of the segetive monthly For iefinence U ersactium, destily If RED Schedule i completod, confirm
groperty cash flow b “Subject Net Cash,* the morgute &5 & sbject property | that the *Net Rerntal ncotes” fisk
B T o e S mav! B ooy W the wominly espursy ch flow g, - | S ot ar
2 wnte S0.00. the ameutt ef the property cesh
feasaor prowssed cousasy of Ganworth < Wew-Subject Eniae the ameoit of the amgethe monthy WOl tow mortgaxs & 4 rental Sow if it s metative, of
Fanrie Mae Form 5038 Fov o bamation, wad (D S gegedairancs Sarwath o roperty property caah fow s “Net Rertal” sroperty len. * 5000 M te monthly property cash
e — SIS Y Sy CL. oo B o R g
Refer to Rental kncome topic in the Setling Guide for additional guidance.

Fanrie Mas Form 339 Crlculator provided scursey of Gennworth

https://new.mi.genworth.com/self-employed-borrower-calculators = -

09.30.2014
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Borrowers with Multiple Financed Properties

DU uses the number of financed properties to apply the following
eligibility guidelines:
— A minimum credit score of 720 is required for borrowers with 7-10 financed
properties
— Borrowers are limited to a maximum of 10 financed properties

Applies When The Subject Transaction Is A Second Home Or Investment

Property AND The Borrower is Personal Obligated On The Financing

Ny,

Calculating Rental Income 29 GenWOFth EANSE



Multiple Financed Properties Fannie Mae

B2-2-03: Multiple Financed Properties for the Same Borrower (10/31/2017)

Limits on the Number of Financed Properties

If the mortgage loan being delivered to Fannie Mae is secured by the borrower’s principal residence, there
are no limitations on the number of other properties that the borrower will have financed. If the mortgage is
secured by a second home or an investment property, the multiple financed properties policy applies. The
maximum number of financed properties that are permitted is based on the underwriting method, as
described later in this topic.

The financed property limit

applies to the number of one- to four-unit residential properties where the borrower is personally
obligated on the mortgageis), even if the monthly housing expense is excluded from the borrower's
DTl in accordance with B3-6-05, Monthly Debt Obligations;

applies to the total number of properties financed, not to the number of mortgages on the property or
the number of mortgages sold to Fannie Mae;

includes the borrower’s principal residence if it is financed; and

is cumulative for all borrowers (though jointly financed properties are only counted once).

The following property types are not subject to these limitations, even if the borrower is personally
obligated on a mortgage on the property:

commercial real estate,

multifamily property consisting of more than four units,
ownership in a timeshare,

ownership of a vacant lot (residential or commercial), or

ownership of a8 manufactured home on & leasehold estate not titied as real property (chattel lien on the
home).

Applies When The Subject Transaction Is A Second Home Or Investment

Property AND The Borrower is Personal Obligated On The Financing

Calculating Rental Income
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Reserves- Fannie Mae Multiple Financed
Properties DU Versions 10.0 And Higher

B3-4.1-01: Minimum Reserve Requirements (04/03/2018) |

Calculation of Reserves for Multiple Financed Properties

If the borrower owns other financed properties (determined in accordance with B2-2-03, Multiple Financed
Properties for the Same Borrower), additional reserves must be calculated and documented for financed
properties other than the subject property and the borrower’s principal residence. The other financed
properties reserves amount must be determined by applying a specific percentage to the aggregate of the
outstanding unpaid principal balance (UPB) for mortgages and HELOCs on these other financed properties.
The percentages are based on the number of financed properties:

* 2% of the aggregate UPB if the borrower has one to four financed properties,
* 4% of the aggregate UPB if the borrower has five to six financed properties, or

* 6% of the aggregate UPB if the borrower has seven to ten financed properties (DU only).

The aggregate UPB calculation does not include the mortgages and HELOCs that are on

the subject property,

the borrower’s principal residence,

properties that are sold or pending sale, and

* accounts that will be paid by closing (or omitted in DU on the online loan application).

Applies When The Subject Transaction Is A Second Home Or Investment

Property AND The Borrower is Personally Obligated On The Financing

Ny,
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Reserves- Fannie Mae Multiple Financed
Property Examples

Examples of Reserves Calculations

The following tables contain examples of reserves calculations for borrowers with multiple financed properties.

Example 1: Three Financed Properties

Occupancy Outstanding UPE Monthly PITIA Reserves Calculations
Subject: Second Home | §78,750 §7Ta 2 Months PITIA = §1,552
Principal 50 5179 MIA 50
Investar 67, 950 $787T
$230,050 x 2% = 34 601
Investor $142 200 3905
$230,050 Total = §6,153

Applies When The Subject Transaction Is A Second Home Or Investment

Property AND The Borrower is Personally Obligated On The Financing

A
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Rental Income-Fannie Mae

Fannie Mae Requirements 2-4 Unit Primary Residence
— Purchase: Gross income is calculated from Form 1025 (small residential
properties).
— Net rental income is determined by taking the lesser of 75% of the gross rent

from form 1025 or 75% of the existing leases. Note: Do NOT subtract to
mortgage payment as this is the primary housing payment.

— Refinance: Document the rental cash flow by obtaining copies of the borrower’s
most recent one years signed federal tax returns.

Fannie Mae Requirements 1-4 Unit Investment

— Purchase: Gross income is calculated from Form 1025 (2-4 unit properties) or
Single Family Rent Schedule Form 1007 for a single family property.

— Net rental income is determined by taking the lesser of 75% of the gross rent
(from Form 1025 or Form 1007) minus the full mortgage payment for the
property or 75% of the existing leases.

— Refinance: Document the rental cash flow by obtaining copies of the borrower’s
most recent one years signed federal tax returns.

N1y,
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ou Need....

— 2018 Schedule “E” handout N I, L e

Namofz) shown o ratum waoi-lm-m -
John & Maty Homeowner

SCHEDULEE Supplemental Income and Loss OME No, 1545-0074
(Form 1040) (From rentai real estate, roy par estates, trusts, REMICs, etc.) | 2"}18
©

H & or Loss anta and Royal .nyouwemmmsmsovrwmgpemwopmy.m
— Rental Income Calculation Form et e e
ADldyoumd(eﬂnypﬁytwﬁsmmlﬂmmdvmlayouloﬁeForm(sHOBQ"(seensmmxms) . - . . [OYes KINo
. B If *Yes." did you or will you file required Forms 10997 . . . . . . . [OYes ONo
o I p d d / - p d d 12| Physical address of each property fetreet, city. stats, ZIP code)
m Oun e non Im oun e are A [234C Condo Court Dallas TX 75432
B
Iculated th :
Ca Cu a e e Same 1b | TypeofProperty | 2 For each rental real estate propsrty fisted Fair Rental | Personal Use Qv
= " {from fist below) above, m&%m'“n?‘éﬁ"?&“ Days Days
* Training today assume a escrowed or e e e — o s
. [ c O
ded | - —
Impoun e oan 1 Single Family Resi 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental
2 Muiti-Family Residence 4 Commexcial 8 Royalties 8 Other {(descril be)
Tncome: [ Properties: A C
3 Rentsmeceived . . . . . . . . . L . . 3 32,600.
4 Royaltiesrecsived . . . . . . . . . . . . 4
Expenses:
&  Advertising R E 5
6 Aulosndtnavel(aeemstructm) & - [
7 Cieaningand maimtenance . . . . . . . . . ¥ 2,500.
8 Commissions. sre = 8
9 Insurance . . e 9 1,933,
10 Legal and other pn)fees:ond feee 5 ¥k 2UE 10
11  Management fees . . . 11 850.
12 Mortgage »nterestpaudto hanks etc (sae nszrucmns) 12 8,001.
13  Otherinterest. . . 13
4 Hepmw o SU\0 oo 2% T oo Lan ek 14 4,322,
15 Supples: - . s ss o= 2 s 2w 3 15 1,002.
€ Taxes . . . . . . . . . . .. .. .. 16 9,211.
27 ANEBes. - i LUL G o S LUk 2R 17 1,866.
18 Dep ‘ P or d o 18 7,127.
19  Other (ist) » Asscociation Dues 10 3,170.
20 Total expenses. Add lines S5 through 19 . . . . 20 39,982.

24  Subtract line 20 from line 3 (rents) and/or 4 (mye!ues) if
result is a floss), see instructions to find out if you must

file Form6198 . . . al -7,382.
22 Deductible rental real estate loss aﬁw fimitation, rﬁany
on Form 8582 (ses instructions} . . 22| 0. )|t )) )
23a Tota!ofaﬂamwntsreponedonhasforaﬂmalpropemes s shnarid 23a 32,600. |
b Total of all amounts reported on line 4 for all royalty properties . . 5 23b
¢ Total of all amounts reported on fine 12 for all properties . . . . . . 23c 8,001.
d Total of all amounts reported on fine 18 for all proparties . . . . : 23d 7,127.
e Total of alf amounts reported on fine 20 for all properties . . 238 39,982.
24 Income. Add positive amounts shown on line 21. Donotmcludeanybssee S = 24
25 Losses. Add roysity losses from ine 21 and rental real estste losses from fine 22 Enzertatalbsssshe(e 125 | 0.)
26 Total rental real estate and royalty income or {loss). Combine lines 24 and 25. Enter the result
here. If Parts Il, lll, IV, and lin2 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 {Form 1040), fine 17, or Form 1040NR, line 18. Otherwise, include this amount in the
fotslonfinedionpage2. . . 26 0.
For Paperwork Reduction Act Notice, see the ceparm nm.cnom BAA  REV 120278 TTW Schedule E Form 1040} 2048

\0/
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Schedule E Handout

SCHEDULEE Supplemental Income and Loss OMB No. 1545-0074

(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) 2 @ 1 8
» Attach to Form 1040, 1040NR, or Form 1041.

Department of the Treasury Attachment

Internal Revenue Service (99) » Go to www.irs.gov/ScheduleE for instructions and the latest information. Sequence No. 13

Name(s) shown on return Your social security —

John & Mary Homeowner XXX -XX-XXXX

Income or Loss From Rental Real Estate and Royalties Note: If you are in the business of renting personal property, use
Schedule C or C-EZ (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 2018 that would require you to file Form(s) 10997 (see instructions) . . . . . [] Yes No
B If “Yes,” did you or will you file required Forms 1099? . . . . . . . . . . . . . . . . . . . [Yes [ONo

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

A |234C Condo Court Dallas TX 75432

B

Cc

ib Type of Property 2  For each rental real estate pro listed Fair Rental Personal Use

(from list below) above, report the number o‘?' fa‘i)re rrtta)rlnal and Days Days Qv
personal use days. Check the QJV box

A |1 only if you meet the requirements to fileas | A 365 0 Ll

B a qualitied joint venture. See instructions. B O

C c Ll

2
Genworth 3, Z.
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Mortgage Statement/Payment Coupon

Always ask for one
—If loan is impounded or escrowed

— What property the mortgage payment is associated with
— If non impounded, obtain current tax and insurance information
— If condo, PUD or Coop, most investors want verification of current HOA dues

YOUR MORTGAGE [y
e COMPANY Any Towvr, USA 12348-0000

"I"llll"lI""|l"|l|ll"|ll"ll"|l|llll"lll""II"IIIII"I'I"II'
012345687 1 AT 1123 cazstmomon! 3 913 0f ABCTENE 013
JOE HOMEOWNER

12534 MAIN STREET

EMALLTOWN USA 00000-1234

{11 PP L1 e O R R e A

Summary

Quarterly Mortgage Statement

Statement Date LRl ]
Payrment Dus Dete o4 100
Loan Nurmbser 012345078390

Customer Service
Onvline
¥ ORI GO Dy SO

Telephane
(00} 012

12. 0480
Fax
ane)
Payrmenis Comespondence
PO flax 01234 PO Box TS
By Cry, USADIZ3S Ay Town, LISA SarTas

Payment (Principed v S CTTW $1002

Optionas SProadoc $0 00

Curram Monihly Faymueni 3$1.033.%0 ¢ 02

[ R — 0 2~ oo )

reas s Gl 2 i i
Monthly Mortgage Payment (Verified) -

a0 PRYMENT $1.030 20 8203 .18 420 O3 311 20

MMids 0 MMMV 2

Calculating Rental Income
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Mortgage Statement/Payment Coupon

3b. IF APPLICABLE, Complete Information for Additional Property [ Does not apply

Address
Street 234 Condo Court Unit# C City Dallas State T_=| zIP

Monthly Insurance, Taxes, For Investment Property Only

Association Dues, etc.

Status: Sold, Pen ifnot included in Monthly Monthly Rental For LENDER to calculate:
Property Value Sale, or Retained Mortgage Payment Income Net Monthly Rental Income
$ 300,000 Retained = 300 $0 $

Mortgage Loans on this Property [ Does not apply

Monthly Type: FHA, VA,

Mortgage To be paid offat or| Conventional, | Credit Limit
Creditor Name Account Number W’lem Unpaid Balance  beforeclosing | USDA-RD, Other | (if applicable)
Mortgage on Rental 123456 S 1,850 | S 100000 [ Conventiona )

) S O ~|$

Total monthly payment is $2150 PITIA

Payment Above Came From Mortgage Statement And HOA
Coupon/Statement From Borrower And Is Impounded; For Non-impounded

Loans Obtain Tax And Insurance Information

Ny,
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Calculating Rental Income

ach calcuiation 3 are updatad periedically.

— ] Genworth = I),( :

Lomn Mumaer

Calculator and Quick Reference Guide:
Rental Income

Pleuemethelulbnmgcalml-uandquickmlemgudemmmnndmhonguﬁdm&mllstm lO‘OSchechh&

It provides suggested guid onbyu\ddoe:nnl-eplnemeaM-quedﬁeMx licak:k Thes
mﬁhod:houumlbemduhenf‘ k onab ‘s ptimary residence. Check-pplmlegnddnam
mmhmudedmmgywtoye.Huuchtchunhyowmhgddwmh pe of legal and o princip
applicable to your business

mmm-mnhmnmmuwrm

*Only nclude ¢ usng the full

i e S
3 Depreciation (Lng 18 . ORI
= Amactization/Casuaity Losw/Nonrecurning Expenses (Line 19) - typically included with
5 Insurance {Line 9)* - ::dz;::n calculanng
6 Mortgage Interest {Line 12)* .
7 | Tasas (Lioe 161 . ;“_3'."‘::‘ ‘:::‘::g e
& | Othar . months
9 | Annual Rental Income/Loss - $0.00 50.00
10 | Numbaer of Months Comdered fLine 2°** | |
1N | Monthly incame/Loss - B :
12 | Monthiy Mongage Fayment (Verfied)
13 | Monthiy Net Rental incomarLass*™ - $000 $000
Property 2
tal Income Calculation
1 | Gross Rents (Line 3) Oy inclucde if usng the il
2 Experisas (Lime 20) :‘rl wmw\:l::
3 Deprociation (Line 1N .
B Amartization/Casuuity LoswN gl Line 1) Py Nt w;
S Insurance (Line 90* . n.'.Z.u..'. whan calculanng
6 | Morigage Intwres (Line 12)* . e debt atia
7 Tasas (Line 14)° . ***Check apphcable
? Othar N m:wo W oet using 12
9 | Annual Rental Income/Loss - $0.00 $0.00

10 | Number of Months Cansidered (Line 21°** / ]

1 | Monthly Income/lass . b b
12 | Monthiy Mongage Fayment (Verfed)
13 | Monthly Nut Remtal Income/Lass ™ - $0.00 $0.00

Thix caleulator can be found ot httos dosm migenmorth com/soll 4 barn cakulatnrs

38
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2018 Schedule E Rental Income

Rental Income Calculation

Calculator Usage Note: Click Grey Buttons to Divide for Monthly Totals

Gross Rents (Line 3)

*Only include if using the full

PITI payment on Line 12 of this

2 Expenses (Line 20) calculator or qualifying ratios.
3 Depreciation (Line 18)

**Net rental losses are
4 Amortization/Casualty Loss/Nonrecurring Expenses (Line 19) typically included with
5 Insurance (Line 9)* liabilities when calculating

the debt ratio.
6 Mortgage Interest (Line 12)*
7 Taxes (Line 16)* '"-Che_ck applicab!e

guidelines if not using 12
8 Other: months.
9 | Annual Rental Income/Loss $0.00 $0.00
10 | Number of Months Considered (Line 2)***
11 | Monthly Income/Loss @)
12 | Monthly Mortgage Payment (Verified)
13 | Monthly Net Rental Income/Loss** $0.00 $0.00

A
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Income: _ Properties: A
— 3 Rents received 3 32,600.
4  Royalties received . &
Expenses:
5 Advertising o 5
6 Auto and travel (see |nstruct|ons) 6
7  Cleaning and maintenance 7 2,500.
8 Commissions. 8
9 Insurance . . 9 1,933.
10 Legal and other professmnal fees . 10
11 Management fees . 11 850.
12  Mortgage interest paid to banks etc (see lnstructlons) 12 8,001.
13  Other interest. 13
14 Repairs. 14 4,322.
15  Supplies 15 1,002
16 Taxes . 16 9,231.
17  Utilities. g [ ¢ 1,866.
18 Depreciation expense or depletlon 18 S L
19  Other (list) » Association Dues 19 3.:,1786.
20 Total expenses. Add lines 5 through 19 . 20 39,982.
21  Subtract line 20 from line 3 (rents) and/or 4 (royalties). If
result is a (loss), see instructions to find out if you must
file Form 6198 G B ¥ W M 3w ¥ @ I 21 -7,382.
22 Deductible rental real estate loss after limitation, if any,

Calculating Rental Income

on Form 8582 (see instructions)

40
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Genworth Rate Express®

Genworth 3 z. (G Q)

N2 ¢, 800444.5664 | = | O LOG IN TO:

MI & RATES UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING | OUR BLOG

) Rate Express TIONS THAT MATTER Genworth Mortgage Insurance
Rate Cards
GenRATE \ ‘ /
MI Products ‘
About MI \ /

Master Policy

Resources

Ml vs. FHA
Comparison

HARP Info / \
==

\\|/

LEARN MORE

/\\

27| Underwriting Rate Express™ LOS
—=| Innovate Underwriting Find Rates Quick Streamline Your Systems
— KNOW MORE GET A QUOTE NOW LET'S GO

\ |/

mi.genworth.com

v\"‘/v
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Genworth Underwriting Guidelines

Genworth 3 % il i
FAN -
r.\ (;T: Q) : “:' #

MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING | OUR BLOG

YOU-CENT underwriting Guides & credit J§ER Genworth Mortgage Insurance

\\/

Policy Updates

Regulatory Resources

Contract Services
Underwriting

\\|/

LEARN MORE

/\\

Underwriting Tips

/| \

Underwriting o/ | Rate Express™ LOS
Innovate Underwriting _°_ Find Rates Quick Streamline Your Systems
KNOW MORE — GET A QUOTE NOW LET'S GO

\ |/

mi.genworth.com

v\"‘/v
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LOS Connections

AN (f-ﬁ Q) )

\.4 - 2 .
Genworth 2 ¢, 800444.5664 | =5 |

MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING | OUR BLOG

YOU-CENTRIC SOLUTIONS M1 App Submissions

Online

Genworth Mortgage Insurance

\\/

LOS Connections

PPE Quotes & Doc
Delivery

\\|/

LEARN MORE

/\\

Application Forms

/| \

27| Underwriting o/ | Rate Express™ LOS
—=| Innovate Underwriting _°_ Find Rates Quick Streamline Your Systems
— KNOW MORE — GET A QUOTE NOW LET'S GO

\ |/

mi.genworth.com

v\"‘/v
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Training Tools and Information

\.4 - 2 .
Genworth 3, = s

T/'.‘\Tu (-‘ ch Q)

| UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING

MI & RATES

YOU-CENTRIC SOLUTIONS THAT MATTER

Genworth Mortgage Insurance

\\/

Course Catalog

Live Webinar
Calendar

Self-Employed
Borrower
Calculators
Our Trainers

That MI Guy
Training FAQs

\\|/

LEARN MORE

/\\

/| \

27| Underwriting o/ | Rate Express™ LOS
—=| Innovate Underwriting _°_ Find Rates Quick Streamline Your Systems
— KNOW MORE — GET A QUOTE NOW LET'S GO

\ |/

mi.genworth.com

v\"‘/v
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Training Tools and Information
J

Course Catalog v [swrea . a
comprehensive suite of training opportunit 1ow, benefit your b ine and Wity
n our catalog. our team 8 here to hel OouU Stay up-to the mortgage industry and regulatory env
our catalog, eam is he 1elp you J € P Syasuy SRS TERrevory income Calculation Tools
u. Check out our new Featured Series below! and Reference Guides

growse by Noe
Recorded
binars
lw Prufeyumnal Laam Other \ E Laan Procensar Underwriter
E{ IS Inferm Y ns please downlood and save POF before entering , Please note. colcwdarors are iodicolly
: - Due fo vanious infernet browser versions please downlood and save POF before entering dato, Please note. colcwarors are updated periodicolly Explore and watch
Browse by Topic on your time!
ESEIOS FOR(5 2R3 S v i set. oxT: Freddhe Mac Form 31 Cakculator (2017-3978) Freddia Mec Forsy 53 Cakuthl
‘o Py N SBATED
! DOWNLOAD
Sehedute Anadysls Method (SAM) Calcutatar Rental Income Calculator (2917-2018) Current Ratio - Liguidity Cale
[2017-2018) s o b A e W S04 20 COURSE
B I el USDATED L ..n:xm: RN VTN T e
Quick Ratio - Liguidity Calculator (2097« Fannie Mae Rental Guide (Calculator 1037) Fannle Mae Rental Guide (Cal
2018) 9 U0 SUVIAODA SONITY St o v 7 O T es ol
Eanii 5o ompaEDt (odoN TasEb oot srtvt besi 0in. 3 to b :.1. s .A.l.-..', .
USGATED ~ ATNY
- Fannle Mae Comparative Ay
Fannie Mae Rental Guide (Calculator 103%) 08B (2017-3010) LIVE WEBINAR
Pad o, R s o Eomut summniatmacnts & oo ald CALENDAR

Income Calculation Worksheot
o T Se e T WPDATID

\ |/

mi.genworth.com

\/
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Additional Ml Site Information

[Vidéo] Underwriting & Technology Vatuable tncome caicul socly and reference guides for caculsong sei-emplayed Sorrmaer Homebuyer
eo] Undernwe ' 9 echnalog roome -
S Lets quote rates  "roducng Education
itk I ~ ;

@ Rate Express: Reimagined qu]dly W‘th :‘j-;;,:.—. t?;:wp first-time ;

YOU-CENTRICITY .——XpreSS i s s 540 Corne i o 083 ot G35 Fress W oem H a3 s sbuye:sprepare A

R LJ Your na-fee
GET A QUOTE! msw
L L e L e e
TSI

Genworth Mi Community o | Find My Saies Representative

STAY CONNECTID

\ |/

mi.genworth.com
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Your Genworth Resources

> ActionCenter®: 800 444.5664

» Your Local Genworth
Regional Underwriter

» Your Genworth Sales
Representative

Calculating Rental Income 47
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Legal Disclaimer

Genworth Mortgage Insurance is happy to provide you with these training materials. While we strive for
accuracy, we also know that any discussion of laws and their application to particular facts is subject to
individual interpretation, change, and other uncertainties. Our training is not intended as legal advice, and is
not a substitute for advice of counsel. You should always check with your own legal advisors for
interpretations of legal and compliance principles applicable to your business.

GENWORTH EXPRESSLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS OR IMPLIED,
INCLUDING WITHOUT LIMITATION WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, WITH RESPECT TO THESE MATERIALS AND THE RELATED TRAINING. IN
NO EVENT SHALL GENWORTH BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE, OR
CONSEQUENTIAL DAMAGES OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND
THE MATERIALS.

Collateral Underwriter®, Home Ready® and Desktop Underwriter® or DU® are registered trademarks of Fannie Mae
Loan Product Advisor®, Home Possible®, Loan Collateral Advisor® and Home Value Explorer® (HVE®) are registered trademarks of Freddie Mac
ActionCenter®, Homebuyer Privileges® and Rate Express® are registered trademarks of Genworth Mortgage Insurance

Genworth Mortgage Insurance Offers A Comprehensive Suite Of Training

Opportunities To Boost Your Know-How, Benefit Your Bottom Line, And Serve Your
Borrowers Better. Visit mi.genworth.com To Learn More.

v\‘ . ‘/r
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