The Basics of Analyzing Rental Income
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Disclaimer

The information presented in these training materials is for general information only and is based on
guidelines and practices generally accepted within the mortgage finance industry and is not intended
to be all-inclusive. Opinions and insights expressed herein do not necessarily represent the views of
the MPF® Program. The MPF Provider makes no representations or warranties of any kind with respect
to the accuracy, completeness, or suitability of the information contained in this training. In addition,
certain information included speaks only as of the date or dates included in this presentation. Please
refer to the most current applicable MPF Program Guides and Announcements as information in this
presentation may become out of date.

The MPF Provider expressly disclaims all warranties, express or implied, including without limitation
warranties of merchantability and fitness for a particular purpose regarding these materials and our
training program. In no event will the MPF Provider be liable for any direct, indirect, incidental,
punitive, or consequential damages of any kind with respect the training or materials provided.

All examples are hypothetical and are for illustrative purposes only. This training is not intended and
should not be interpreted or relied upon as legal advice. We encourage you to seek advice from a
gualified professional.

“MPF”, “MPF Xtra”, “eMPF”, and “eMAQCS” are registered trademarks of the Federal Home Loan Bank of Chicago and
the “MPF Mortgage Partnership Finance” logo is a trademark of the Federal Home Loan Bank of Chicago.




Determining income or losses from a rental

properties continues to be a challenge

Rental income from the
subject property

Rental income from
non-subject properties

Personally held non-owner-occupied * Owner-occupied 2—4-unit properties
investment properties
* Non-owner-occupied investment
* Non-owner-occupied investment properties (MPF Xtra® only)
properties held in partnerships or

S-corporations
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Rental Income Calculation Tools

There are many different options to

help you calculate rental income

Rental Income Worksheets

Fannie Mae Forms 1038 or 1038A
Freddie Mac Form 92 (Schedule E only)
MI Company worksheets

Your own worksheets

Fannie Mae’s Rental Income Calculator
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Net Rental Income Calculations - Schedule E

I Net Rental Income from Schedule E (1-unit Primary Residence with an ADU or
2-to 4-unit Primary Residence)
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SCHEDULEE Supplemental Income and Loss OMB No. 1545-0074
(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) G 25
Department of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041. A.V.;cr

Itemal Revenue Service Go to www.irs. for i and the latest information. Sequence No. 13
Name(3) shown on retun Your social security number

Rental income and Iosses IncquanossFron:lenHRoaIEsmloaanoyanhs

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

A Did you make any payments in 2025 that would require you to file Form(s) 1099? See instructions . . . . . Yes _|INo

from personal’y held B I “Yes,” did you or will you file required Form(s) 10997 . . ; : = . . . [ClYes [INo

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

° A
roperties are reported ¢
c
1b Typeof Property| 2 Foreach rental real estate property listed Fair Rental Personal Use Qv
° (from list below) above, report the number of fair rental and Days Days

on IRS 1040 usin : et [

B if you meet the requirements to file as a B

T qualified joint venture. See instructions. c

* Type of Property:
C e u e 1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental

2 Muiti-Family Residence 4 Commercial 6 Royalties 8 Other(describe) ___
Properties:
Income: A B Cc

3  Rents received .
4  Royalties received .

Properties owned by =

Advertising

Auto and travel (see lns:rucﬂons)

3

4

5 5

f H H : Cleaning and maintenance s e g

an individual i B
5 9

10|

1

9 Insurance .
10 Legal and other professional fees
11 Management fees S
12  Mortgage interest paid to bmks etc (see r\strucl-onsb 12

Personally owned o
with a spouse or e

h o d' 'd I 20 Total expenses. Add lines Sthrough 19 . . . . 20
Ot e r I n IVI u a S 21 Subtract line 20 from line 3 (rents) and/or 4 (royames) If

result is a (loss), see instructions to find out if you must

file Form 6198 r 5 21

Deductible rental real estate loss ahef limitation, if any,

on Form 8582 (see instructions) . . . 22 |

22
23a Total of all amounts reported on line 3 fof all rental properties
b
c
d
e

Total of all amounts reported on line 4 for all royalty properties
Total of all amounts reported on line 12 for all properties
Total of all amounts reported on line 18 for all properties
Total of all amounts reported on line 20 for all properties
24 Income. Add positive amounts shown on line 21. Do not include any \osses - _A
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total losses here | 25 )
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result

Single-member LLC

BIB[R[B[E

here. If Parts Il, Ill, and IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040), line 5. Otherwise, include this amount in the total on line 41 on page 2 26
For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11344L Schedule E (Form 1040) 2025 Croatec %625

Flnance .




Schedue E (Form 1040) 2025 Attachment Sequence No. 13 Page2 8825 Rental Real Estate Income and Expenses of a
Name(a) shown o returm. Do not enter nama and social securty number # shown on othar 2de Your socal securty number P Partnership or an S Corporation OMB No. 15450123
Dupartmant of the Treasary Attach to Form 1006 or 1120-S.
Caution: The IRS compares amounts reported on your tax retum with amounts shown on Schedule(s) K-1. intermal Ruverna Servica Go to www.irs.gov/Form8825 for and the latest i
Name | Employer dentification number
Income or Loss From Partnerships and S Corporations
Note: If you report a loss, receive a distribution, dispose of stock, or receive a loan repayment from an S corporation, you must check
the box in column (e) on line 28 and attach the required basis computation. If you report a loss from an at-risk activity for which any 1 |Enter the address and type of each rental real estate property. For each rental real estate property listed, report the number of
amount is not at risk, you must check the box in column {f) on line 28 and attach Form 6198. See instructions. days rented at fair rental value and number of days of personal use. Attach page 2 to list additional properties. See instructions.
N o n - p e rs o n a y Ow n e 27 Are you reporting any loss not allowed in a prior year due to the at-risk or basis limitations, a prior year unallowed loss from a (a) (b) (c) (d) (e)
passive activity (if that loss was not reported on Form 8582), or unreimbursed partnership expenses? If you answered “Yes,” Physical address of each Type Type Fair rental days Personal-use days
o o see instructions before completing this section . . . e TR Al e sl 6 | Yes No property (street, city, state, (Enter code 1-8; see | (Enter code A-l; see
Enter P & Chock Check # [ t ZIP code) age 2 for list) e 2 for list.
roperties held in » e | o | B, [t e | et ) BAEERNG | (R
for S partnership |  'dentication number 13 requred not ot risk
A 1 A . +
[ B L] L T
partnerships or —< - °
C | |
4
D |
o Passive Income and Loss ssive Income and Loss ¢ | I
(9) Passive loss alowed (h) Pazsive ncome {0 Nonpassive loss allowed ) Section 179 expense ) Nonpassive ncome Tp—1 T T
-co rpo ra Ions use fattach Form 8582 # requrred) from Schedule K-1 (zee Schedule K-1) deduction from Form 4562 from Schedule K-1 )
A
B Properties
C Rental Real Estate Income A B | C D
O r m ) — 2a Gross rents . 2a !
29a Totals | o b Other income related to rental real estate acuv«y 2b
b Totsls [ i c Total rental real estate income for each property. ]
30 AddcoumnsM)and ) offine29a . . . . . . . . . . . B ) Biee o s 180 ACC Sms Sxmnc 20, 2¢
31 Addcolumns (g).@).andfofine29b . . . . . . . . . . . . . . .. . ... |[3 E Rental Real Estate Expenses |
2 i ] 3 Advertising . 3
‘e > vt p——t T
H [ Part 11l [ or Loss From Estates and Trusts 4 Auto and travel 4
e re n a I n co m e o r 33 N ®) Empioyer 5 Cleaning and maintenance . 5
) Mo Gartcaton number 6 Commissions 6
A 7 Insurance 7 |
losses from Form 8825 : ooy £ ~
Passive Income and Loss Nonpassive Income and Loss 9 Legal and other professional 'ees 9
) Passive deduction or 1035 allowed &) Passive income fe) Dedhuction or loss ) Other income from
(attach Form 8582 if required) trom Schedule K-1 from Schedute K-1 K1 10 Real estate taxes . 10
L 11 Repairs . 11
A
are carried over to 8] 12 Urites 2] .
34a Totals | 13 Wages and salaries 13 !
b Totals | 1 14 Depreciation (see nnstrucbons) 14
Schedule K-1 (Form R e it : '
36 Add columns (c) and (e) of line 34b ) 16 Reserved for future use . . 16 |
37  Total estate and trust income or (loss). Combine lines 35 and 36 . L 17 Other deductions (attach Schedule A (Form 3325” 17
Part IV n or Loss From Real Estate Mon_gage Condull I Holder 18 Total rental real estate expenses for each ]
an en to Par - e T popry.Add oo e 17— - _ - | 18
(a) Name oo raabiar mmnm"gbi:e_gc (net lozs) rrr:; ® Schedules Q. ine 3b 19 Income or (loss) from each rental real estate l
— property. Subtract line 18 fromline2c . . . . 19
I I of Sc h e d u I e E 39 Combine columns (d) and (e) only. Enter the result here and include in the total on line 41 below [ 39 20a Total rental real estate income. Add total rental real estate income from line 2c. See instructions . 20a 1
Summary b Total rental real estate expenses. Add total rental real estate expenses from line 18. See instructions 20b |
40  Net farm rental income or (loss) from Form 4835, Also, complete line 42 below 20 — 21 Net gain (loss) from Form 4797, Part II, line 17, from the disposition of property from rental real estate
i activities . . .
41 Total income or (loss). Combine lines 26, 32, 37, 39, and 40. Enter the result here and on Schedule ; 21
1(Form 1040), line 5 . . 41 22a Net income ('Ioss) from rental real estate activities from pmneasmps estates, and trusts in which this
< L i partnership or S corporation is a partner or beneficiary (from ScheduleK-1) . . . . . 22a
42 Reconciliation of farming and fishing income. E"'?’ your groes bidentify below the partnerships, estates, or trusts from which net income (loss) is shown on line 22a
farming and fishing income reported on Form 4835, line 7; Schedule K-1 Attach a statement if more space is needed.
(Form 1065), box 14, code B; Schedule K-1 (Form 1120-S), box 17, code
AN: and Schedule K-1 (Form 1041), box 14, code F. See instructions . | 42 (1) Name (2) Employer identification number
43 Reconcilistion for real estate professionals. f youwere arealestate | | | I T mnsemntse e
professional (see instructions), enter the net income or (loss) you | | | L e
reported anywhere on Form 1040, Form 1040-SR, or Form 1040-NR
fr;c’:ﬂall renlg\l real estate activities in which you materially participated 23 Net rental real estate income (loss). Combine lines 20a through 22a. Enter the result here and on
under the passive activitylossrules . . . . . . . . . . . . |43 Schedule K, line 2, of Form 1065 or 1120-S E S oo o e
Schedule E (Form 1040) 2028 For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 101362 -m8825 {Rev. 12-202%) Created 9325

Flnance .



Gathering Documentation

» If the property is currently being rented by the seller, obtain any Existing lease(s)
* 2-4-unit properties: Small Residential Income Property Appraisal Report (Form 1025/72)*

* 1-unit properties: Single Family Comparable Rent Schedule (Form 1007/1000)*

*Heads-up! These forms are in the process of being replaced with a new Uniform Residential
Appraisal Report. The new URAR becomes mandatory starting November 2, 2026.

Mortgages

m f Partrarehip
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Gathering Documentation

Refinance of a property that generates rental income
* Most recent federal personal tax returns and when applicable, business returns

» 2-4-unit properties: Small Residential Income Property Appraisal Report (Form 1025/72)*
* 1-unit properties: Single Family Comparable Rent Schedule (Form 1007/1000)*

* In some cases, leases are necessary for properties acquired or placed into service after the last tax filing
year, or when a property experienced a significant rental interruption (renovations, etc.)

*These forms are in the process of being replaced with a new Uniform Residential Appraisal Report.
The new URAR is mandatory starting November 2, 2026.

Mertgage
m Partnership
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Gathering Documentation

The borrower owns a non-subject rental property or properties

* Most recent federal personal tax return and when applicable, business returns

* In some cases, leases are necessary for properties acquired or placed into service after the last tax filing

year, or when a property experienced a significant rental interruption (renovations, etc.)




How to Apply
Rental Income
or Losses

Mortgage
m Partnership
Financew



Owner-Occupied Properties with Rental Income

Purchase

Calculate 75% of the gross monthly
rental income (using leases or market
rent(s) from the appraisal)

Add the net rental income to the
borrower’s income (per guidelines)

Calculate the borrower’s DTI using the
proposed PITIA

Refinance

Analyze income and expenses using
Schedule E of the borrower’s federal
tax return

Positive monthly rental income is
added to the borrower’s income
(per guidelines)

Negative monthly rental income is
added as a monthly liability

Calculate the borrower’s DTI using
the full PITIA

mpf

Mertgage
Partnership
Flnance.




Non-Subject Rental Properties

Income and expenses from non- Analyze income and expenses for any non-subject
subject rental properties should be rental properties using the most recent tax returns (IRS
analyzed using borrower’s federal 1040 (and business returns when applicable)

tax returns

Positive monthly rental income is added to the

* Borrower’s most recent federal tax borrower’s income
return that includes Schedule 1 and
Schedule E Negative monthly rental income is added as a monthly

liability
* For properties held by a partnership

or S corporation, the most recent
business tax return

Do not include the PITIA for the property in the DTI
calculation




Investment Properties (MPF Xtra Product Only)

Purchase

Calculate 75% of the gross monthly rental
income (using leases or market rent from
the appraisal)

Subtract the proposed monthly PITIA for the
property from the net monthly rent

If the result is a positive amount , add the
income (per guidelines) to the borrower’s
monthly qualifying income

If the result is a negative amount, include
the amount in the borrower’s liabilities

Do not include the proposed PITIA for the
property in the DTI calculation

Refinance

Analyze income and expenses for the
property using the most recent tax returns
(IRS 1040 or business returns when
applicable)

Positive monthly rental income is added to
the borrower’s income

Negative monthly rental income is added as a
monthly liability

Do not include the proposed PITIA for the
property in the DTI calculation

mpf

Mertgage
Partnership
Flnance .



Property Type

Current

Primary

Housing
Payment?

Using Positive Rental Income from a Subject Property

Property
Management
Experience?

How much positive rental income
can | use to qualify?

No restrictions

Yes
2-4 Unit Primary No No more than the total PITIA for the property
No N/A None
Yes Limited to 30% of the total qualifying income
1-Unit Primary with Yes No Limited to 30% of the total qualifying income which cannot
an ADU exceed the total PITIA for the property
No N/A None
Yes No restrictions
. Yes
Al L e No No more than the total PITIA for the property
Property (MPF Xtra)
No N/A None

mpf:




Property Type

Using Positive Rental Income from a Non-Subject Property

Current

Primary

Housing
Payment?

Property
Management
Experience?

How much positive rental income

can | use to qualify?

No restrictions

2-4 Unit Primary Yes

No No more than the total PITIA for the property
1-Unit Investment Yes No restrictions
Property (new or Yes
newly placed in No No more than the total PITIA for the property
service including a

) No N/A None

departure residence)
1-4 Unit Investment
Property (existing Yes y
rental with 1+ year of e No restrictions
receiving rental
. No
income)

mpf:




Analyzing
Rental Income
Partial Histories
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Properties in Service for Less than One Year

SCHEDULEE Supplemental Income and Loss OMB No. 1545-0074
(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) G 25
Department of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041. n\‘t;c‘rﬁc"l

Fiemal Reverue Service Go to www.irs. for i jons and the latest information. Sequence No. 13
Names) shown on retun [ Your social security number

Income or Loss From Rental Real Estate and Royalties

B e R Sally gutted and replaced the kitchen her rental

A Did you make any payments in 2025 that would require you to file Form(s) 10997 See instructions i Yes (<] No
B If “Yes,"” did you or will you file required Form(s) 1099? . . . . 2 M) BreE B & B &he Yes [-] No -4 o . . .
1a Physical address of each property (street, city, state, ZIP code) pro perty resu Itl ng ln It belng out Of se rVIce for
A |222 Dudley Lane, Unit 503, Sillytown, MA 1
2 6 months
1b TypeofProperty| 2 For each rental real estate property listed Fair Rental Personal Use Qv
(from list below) above, report the number of fair rental and Days Days
A | 1 personal use days. Check the QJV box only A 1 4
B if you meet the requirements to file as a B
c qualified joint venture. See instructions. T . A1 .
e Schedule E reflects significant costs for repairs
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental
2 Muiti-Family Residence 4 Commercial 6 Royalties 8 Other (describe) ____ .
ki and supplies

Income: A B [
3  Rents received L
4 Royalties received .

Expenses:
5 Advertising
6 Auto and travel (see mslmcnons;
7 Cleaning and maintenance .

it B Can you assume all repair and supply costs are
AR SRR « x = . nonrecurring?

10 Legal and other pvo(essmnal fees

11 Management fees .

12  Mortgage interest paid to banks etc. fsee -ns(mcbonsy
13  Other interest

14 Repairs . . & 5.5 o) s % 14 I \ 1240

DR s . e : No. More documentation is needed to confirm

. ;;%ﬁ:::°"ﬁfi’:i°”’:‘:‘°“h‘9' L f | if the claimed expenses were all related to the

21 Sublvact line 20 from line 3 (rents) and/or 4 lro,altxes; If

e . o), s rchons o d o Y0 s renovation and truly nonrecurring

file Form 6198 : 21
22 Deductible rental real estate loss after limitation, if any,

on Form 8582 (see instructions) . 22 |
23a Total of all amounts reported on line 3 1cw all vental properties
b
c
d
e

Total of all amounts reported on line 4 for all royalty properties

Total of all amounts reported on line 12 for all properties

Total of all amounts reported on line 18 for all properties

Total of all amounts reported on line 20 for all properties . 282
24 Income. Add positive amounts shown on line 21. Do not nr\cluce any tosses ot s 24
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total losses here ?T 1621 ;
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, lll, and IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040), line 5. Otherwise, include this amount in the total on line 41 on page 2 26

For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11344L Schedule E (Form 1040) 2025 Croated &/6/25 r“ or I.r =
Wi

§§mpwﬂ




Reconciling Partial or No Rental History on Schedule E

The property was out of
service for an extended
period (repairs or
renovations, etc.)

Acquired or placed into
service during the most
recent tax filing year

Acquired or placed into
service in the current year

e Confirm the purchase date
using a settlement statement
or similar

* Confirm the purchase date
using a settlement statement
or other documentation

* Repair expenses on Schedule
E must be consistent with
the project scope

* Schedule E or the most
recently filed federal tax
return must confirm no rental
income or expenses for the
property

* Fair Rental Days on Schedule
E must confirm the partial
year of rental income

* Fair Rental Days Schedule E
must state the number of
days the property was in
service

Mertgage
m Partnership
Flnance.



Fair Rental Days

Fannie Mae’s Form 1038 states the
following about Fair Rental Days:

Determine the number of months
the property was in service by
dividing the Fair Rental Days by 30

If Fair Rental Days are not reported,
the property is considered to have
been in service for 12 months unless
there is evidence to prove otherwise

Rental Income Worksheet

Individual Rental Income from Investment Property(s): Monthly Qualifying Rental Income (or Loss)

Documentation Required: Investment Investment Investment Investment

» Schedule E (IRS Form 1040) OR Property Address | Property Address | Property Address | Property Address

* Lease Agreement or Fannie Mae Form 1007 or Form 1025 Enter

Step 1. When using Schedule E, determine the number of months the property was in service by dividing the Fair Rental Days by 30.

If Fair Rental Days are not reported, the property is considered to be in service for 12 months unless there is evidence of a shorter term of service.

|| Step 1. Result: Enter the number of months the property was in service: Result
2 For each rental real estate property listed Fair Rental Personal Use
above, report the number of fair rental and Days Days
personal use days. Check the QJV box only A 245 0
if you meet the requirements to file as a B
qualified joint venture. See instructions. o

245 / 30 = 8.16 months

FYI, Fannie Mae’s Form 1038 will automatically
round the number of months up or down

Reminder: rental income from properties
disclosed as a second home cannot be used
for qualifying

mpf:



Using Rental Income from a Departure Residence

Which of the following items could be used
along with a lease to confirm rental income

for a departure residence

a. Appraisal with comparable market rental analysis /

b. Documentation verifying receipt and deposit of two \'.;’
months rental payments A o

-

c. Homeowners insurance policy for the property with ¢ o ___

renters' loss of use coverage -~/ . (/;3
S

d. Documentation verifying receipt and deposit of the Q@

security deposit and the first month’s rental payment §J
\,.

a., b.,and d.




Rental Income
Calculation
Example

* Purchase
* Owner-Occupied
e Documentation: Lease

mpf

Mortgage
Partnership
Financew



Owner-Occupied Purchase Using a Lease

Bob and Teri are selling their condo
and purchasing a duplex. They plan
to live in one unit and rent out the ; ; A
other P

The rental unit is currently occupied
by a long-term tenant who pays
$2,100 per month (which is
supported by a lease and the rental
market data on the appraisal)

The proposed monthly PITIA for the
duplex is $2,675

Flnance .



Lease Analysis: Owner-Occupied Purchase

Enter the gross monthly rental

N CO m e Step 2B. Lease Agreement OR Fannie Mae Form 1025  For each property complete ONLY 2A or 2B
This method is used when the transaction is a purchase, the property was acquired subsequent to the most recent tax filing.
. Enter the gross monthly rent (from the lease agreement) or market rent (from Form 1025)
C Ent
MUItIply by '75 (the WorkSheet " for the applicable rental unit e
Ca IC u Iates t h IS fo r yo u ) B2 Multiply gross monthly rent or market rent by 75% (.75). The remaining 25% accounts for Multil
vacancy loss, maintenance, and management expenses. e
Equals monthly rental income per unit Total
H H Combine the monthly rental income of all non-owner-occupied rental units (up to a
° f y P P
The m O nth |y quall ylng re nta I B3 |maximum of 3 rental units since rental income is not eligible on the unit occupied by the Add
1 1 b 1
income is added to the orrower)
) . Step 2B. Result: Monthly qualifying rental income: Result
borrower’s total income
Step 3. Determine the qualifying impact using the combined result of Step 2A or Step 2B.
3A  |Add the monthly qualifying rental income to the borrower’s monthly qualifying income.
 Hold the full PITIA against them
3B Identify the full amount of the PITIA as the borrower’s primary housing expense
and include it in the debt-to-income ratio.
Use proposed PITIA when the subject property; existing PITIA when not the subject property.
What qualifying rental income was No, Teri and Bob do not have property management
o ? -
higher than the PITIA? Could you experience, so only an amount equal to or less than

add the full amount to their the PITIA can be added to their income
income?

mpf:



Rental Income
Calculation
Example

* Refinance
* Non-subject property
* Documentation: Schedule E

mpf

Mortgage
Partnership
Financew



Schedule E Overview

* Property Address

* Type of Property

* Fair Rental Days

2 al

)

v

SCHEDULEE Supplemental Income and Loss OME No. 1545-0074
(Form 1040) {From rental real estate, royalties, partnerships, 5 corporations, estates, trusts, REMICs, stc.)

oot ol e Thoemms Attach to Form 1040, 1040-SH, 1040-NR, or 1041. ot

Imtemal Rewvenue Senace G 1o wwwirs. o/ SchedweFE for instructions and the latest informaltion. :_-;;:qu.-_-r\.:.-_n s 1

Hamsis) shown on rebum

Taylor C Homaowrer

¥our so-oial security rembser

Income or Loss From Rental Real Estate and Royalties
Mote: If you ana in the businass of renting personal property, use Schedube C. Ses instructions. I you ane an individual, report tarm

renlal incorme of kas Inom Form 4835 on page 2, line 40.

A Did you make any paymenis in 2025 that would require you to file Formis) 10997 See instructions . . . . . Yeas Mo
B | "Yes,” did you or will you file required Formis) 10857 Yes No
1a Physical address of sach property [strest, city, state, ZIF code)
123 Poppy Lane, Anyville, KS D00DD
B N 7
C \/
ib  Type of Property | 2 [Foreach rental real estate property listed Fair Rental Personal Use
{From list bedow) asbowe, report the number of fair rental and Days Days
A 1 personal use days. Check the OJV box only A 365 0
B if you mest the reguirements to file as a B
C quelified joint venture. See instructions. c
Type of Property:
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land ¥ Self-Rental
2 Muiti-Family Residence 4 Commercial & Royalties 8 Oiher (describa)

mpf:




[ ]
PTOPETUCS:
cneduie verview o : :
3 Rents received .L 6,40C
4  Royalties received . 4
Expenses:
§ Advertising 5
6 Auto and travel (see instructions) 6
7 Cleaning and maintenance 7
8 Commissions 8
[ ] G R t 9 Insurance . 9
ro s S e n S 10 Legal and other pro(essxonal 1ees 10
1" Management fees . 1
12  Mortgage interest paid to banks etc. lsee instructions) 12
 H I
omeowners Insurance % Gt s
irs . "
15 Supplies 15
° M t I t t 16 Taxes 16 ]
ortgage interes 17 Unites . 17
18 Depreciation expense or deplehon 18 449
H Q 19 Other (iist) 19 Income:
. Repa"'s Supp ies 20 Tota experes A s § Hough 79 x 3 sceived . . 3
21 Subtract line 20 from line 3 (rents) and/or 4 (royalties). If 4 Royames recet\ed . 4
result is a (loss), see instructions to find out if you must Ex w———
° R I E t t T file Form 6198 S o |1 penses:
ea S a e axes B - S Advertising . 5
on Form 8582 (see instructions) 22 | I 6 Auto and travel (see mstrucnons) 6
[ () 23a Total of all amounts reported on line 3 lcw all vemal properties 23a 284 7 Cleani and maintenance 7
L] D e p re c I at I o n b Total of all amounts reported on line 4 for all royalty properties 23b g ’ Pt
¢ Total of all amounts reported on line 12 for all properties 23¢c 13.4) 8 Commissions .L‘
d Total of all amounts reported on line 18 for all properties 23d 24| 9 nsSurance 9
e Total of all amounts reported on line 20 for all properties « 23e 258 10 Legal and other professional fees 10
24 Income. Add positive amounts shown on line 21. Do not include any Losses 1 M nt § 1
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total rosses heﬂa N .anageme . < B
N t ~ . I . t t . 26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result 12 rigage interest paid 1o bank [ﬁ
‘ ’ here. If Parts I, Ill, and IV, and line 40 on page 2 do not apply to you, also enter this amount on 13 Other interest 13
o e' I a IS e prop er y IS a Schedule 1 (Form 1040), line 5. Otherwise, include this amount in the total on line 41 on page 2 14 14
. For Paperwork Reduction Act Notice, see the separate instructions. Schedule E 15 - 15
S Ipplie S
condo/PUD and the HOA fee is e —
17 Utilities . 17
r t 2 r deplet 18

missing, it must still be B

20 Total expenses. Add lines 5 through 19

accountedfor in the het renta/ 21 Subtract line 20 from line 3 (rents) and/or 4 (royalties). I

Other (ast)

file Form 6198

8le

result is a (loss), see instructions to find out if you must
calculation



Refinance with a Non-Subject Rental Property

Taylor is refinancing his primary residence

* He has been renting out his prior residence (detached
SFR) for the past 3 years

* The monthly PITIA on the rental home is $1,845

Let’s analyze his Schedule E using Fannie Mae’s worksheet

Income:
3 Rentsreceived . . . . . . . . . . . . ..
4 Royaltiesreceived . . . . . . . . . . . . .
Expenses:
5 Averlilg : . - s s e85 os e s e s w
6 Autoandtravel (seeinstructions) . . . . . . .

7

8

9
10
1
12
13
14
15
16
17
18
19
20
21

Cleaningandmaintenance . . . . . . . . . .
GO o & = ' el @ e e W el b @ e &
MEEINON < & oo 5 2 o0 G & @ @ B R & s A
Legal and other professionalfees . . . . . . .
Managemert 108 = : - - < s s o5 os s @
Mortgage interest paid to banks, etc. (see instructions)
Otherinterest . . . . . . . . . . . . . .

Depreciation expense ordepletion . . . . . . .
Other (Bst) .ot eeeeennanene
Total expenses. Add lines Sthrough19 . . . . .
Subtract line 20 from line 3 (rents) and/or 4 (royalties). If
result is a (loss), see instructions to find out if you must
fleForm6198 . . . . . . . . . . . . . .




= FannieMae

Using Fannie Mae Form 1038 —_—

Rental Income Worksheet
Individual Rental Income from Investment Property(s): Monthly Qualifying Rental Income (or Loss)
Documentation Required: Investment nvestment Property
* Schedule E (IRS Form 1040) OR Enter Proper ress Address
*  Lease Agreement or Fannie Mae Form 1007 or Form 1025 1 DY
Step 1. When using Schedule E, determine the number of months the property was in service by dividin) air Rental Days by 30.

1. Enter the n u m ber of months the property was in se rvice If Foir Rental Days are not reported, the property is considered to be in service for 12 months unless there is evidence of o shorter rlerm of service.

Step 1. Result: The number of months the property was in service l Result l 12

Step 2. Caiculate monthly qualifying rental income (loss) using Step 2A: Schedule E OR Step 2B: Lease Agreement or Fannie Mae Form

(this is important) 1007 o Form 2025

Step 2 A. Schedule E-Part | For each — — Sy 2A OF 28
Al Enter total rents received. Schedule E, Line 3 Enter 00
A2 Subtract total expenses. Schedule E, Line 20 Subtract -
2. Enter the total rents received and total expenses A | Akt i i b e Sk, hed o
Ad Add back mortgage interest paid. Schedule E, Line 12 Add + 1 v
(the form will subtract the expenses from the rents) SR L A R I NI —
A6 Add back homeowners’ association dues. Schedule E, Line 19
This expense must be specifically identified on Schedule E in order to add it AGO + +
A7 Add back depreciation expense or depletion. Schedule E, Line 18 Add + 2.44900|1r
o o A8 Add back any one-t;me exxrao‘rc:mary expense (e 5 , casualty loss). There Add 3
must be evidence of the nature of the one-time extraordinary expense.
3. Once entered, the following will be added back —_— — - —
A9 Divide by the number of months the property was in service (Step 1
- I nsu ra nce Result) ‘( lick the gray button to calc ul«Sc lf:).- uj/u»lnl monthly n'(n.'ul‘jm ome. ey ! 12 ! o
Equals adjusted monthly rental inCcOme 5 1 ine A9 is zero, "error” will show Tota =0 $194167|= O
u M Ortgage Inte rest A10 | Subtract proposed PITIA (for subject prop’?rty) or
existing PITIA (for non-subject property).Verified, inc. taxes, ins. and HOA Subtract = .
- Real EState Taxes Step 2A. Result: Monthly qualifying rental income (or loss): Result - $ 1,941.67 F $ 0.00

. . Step 2 B. Lease Agreement OR Fannie Mae Form 1007 or Form 1025 For each property complete ONLY 2A or 2B
L De p reclatlo n This method is used when the tronsoction is 0 purchase, the property was acquired subsequent to the most recent tox filing, or
the lender has justificotion for using a lease agreement.

[ ] Any One-time expense B1 Enter the gross monthly rent (from the lease agreement) or

market rent (reported on Form 1007 or Form 1025) Enter
For multi-unit properties, combine gross rent from oll rentol units
B2 Multiply gross monthly rent or market rent by 75% (.75). The remaining

Multiply x.75 x.75

25% occounts for vacancy loss, maintenance, and monogement expenses.

. e o . 0
4. The result is divided by the number of months in service Equals adjusted monthly rental income - $0.00 |- $0.00
. . . . B3 Subtract proposed PITIA (for subject property) or existing PITIA (for Sibbrad ' f
(12) to give you the monthly qualifying income/loss e e e
Step 2B. Result: Monthly qualifying rental income (loss) Result = ($ 1,845.00) |= $ 0.00
Step 3. Determine the qualifying impact using the result of Step 2A or Step 2B.
If the combined result of Step 2A or 28 is positive, add the positive amount to the borrower’s
’ . . . monthly qualifying income. Because the PITIA expense was included in the cakulations above, do not
odd it to the debt-to-income (DTI) rotio.
5' Enter the property s PITIA to determlne the quallfylng If the combined result of Step 2A or 2B is negative, include the amount of the loss in the s 96.67
. borrower’s monthly expenses when calculating the DTI ratio.
I m pa Ct DU Data Entry Monthly Income and Combined Housing Expenses Mortgage Liabilities
Subject Enter the amount of the monthly qualifying income (positive result) or For refinance transactions, identify the
Property monthly qualifying loss (negative result) in “Subject Net Cash.” mortgage as a subject property lien
Non-Subject Enter the amount of the monthly qualifying income (positive result) or Identify the mortgage as a rental
Property monthly qualifying loss (negative result) in “Net Rental.” property lien

Refer tothe B L tonic in the Selling Guide for additi L ic,

This version of the worksheet is courtesy of Enact MI/Fannie Mae

Finance



How would you treat the $96.67 shown on
Taylor’s rental property analysis?

d.

Add $96.67 to his monthly qualifying income and include
the PITIA for the property in the DTI calculation

Add $96.67 to his monthly qualifying income and do not
include the PITIA for the property in the DTI calculation

Subtract $96.67 from the property’s PITIA

Add $96.67 to his monthly liabilities

The answer is b.

mpf

b
Par )
Flnance .
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Fannie Mae’s Rental Income Calculator

Many of the initial fields you encounter are optional

* After accepting the privacy policy, select Income Type from the menu
* Select Rental and the Schedule E analysis option

| Income Calculator

Income Type

7) Start
® @ income Type Self-Employed or Business Owner
7) Reference Name l > & Rental
7) Length of Emplovment
Z) 0 erwrite
g & rociure | >

Thinking about the rental income you want Income Calculator to evaluate, describe the method used by the borrower to report this rental income to the IRS:

. Rental income is reported to the IRS using Form 1040, Schedule E,Part 1 ©

Rental income is reported to the IRS using business tax returns (Form 1065 or Form 11205) ©

’ -:__

&) SelectTa ns

B8 Input Tax Data - Continue
Z) Find Report




As you click through
each question, the
associated line from
Schedule E will
highlight

If a line on Schedule E
is blank, be sure to
select “There is no
value on this line”

| Income Calculator

Input Data: Rental Income Form 1040 - Sch E (2025)

For the property you want Income Calculator to evaluate, find Part | of Schedule €

A separate Income Calculator evaluation is required for each income-producing property used for loan qualification. Provide all requested data exactly as SCHEDULE E Supplemental Income and Loss
7 (Form 1040) (From rental real estate, roysites, partnarshios, S corporations, estates, irusts, REMICS, tc)
t appears on the tax returns. Do not create an Income Calculator evaluation for a property the borrower will not own at the time of loan closing. T Attach to Form 1040, 1040-8R, 1040-NR, or 1041,
e Rnun Sar Go to www:
7 Vo vocis vacury e
Line 1a (optional) @
£ Physical address of property tiona. If you are an Indhidual, repor tarm
e 4
7 | x o y0U 10 e Formis) 10907 5a0 Ineructions TTves [To
8 10092 O Yes [INo
1a Physical address of each property (strest, city, state, 21P code
A
2025 Forms Borrower’s principal residence (Occupancy) @ B
c

@ Form 1040 Yes, the property is the borrower’s principal resi

1® Fair Rental Personal Use aw
" he b R Days Days
17 No, the property is not the borrower’s principal residence g
@ et iR No, the property i the borrowe incipal residenc: D [ )
L] ed jont venty [= o
c e 8]
Loan will refinance this property @ Type of Property:
1 Single Family Residence 5 Land 7 Sett-Renta
Yes, the loan will refinance this property 2 Mut-Famiy Residence & Commercial 6 Royalties 8 Other (describe) _
- . e loan will not refinance this property ' ~ frogene =
3 Rents re 3
4__Royaities recaived )
Rental Property Housing Expense (PITIA) @ Expenses:
Adverting
Provide the current monthly housing expense (principal, interest, taxes, insurances, and homeowner’s association dues) for the rental property : pistaiors
7
8
°
10 10
A Must equal $1 " e X
12 erest paid 1o banks, etc. (see instructions) | 12
13 ot 13
Line1b© b+
. r Type of Property 10
”
18 on expense or depletion
19 v
20 es § theough 19 2
is no value of this line - ) ;dﬁ'*";- es, ':
2
2%
b Total of a amount
© Total of at amount
d Totalof st an
.
24 Income. Add pos 2
ne 25 Losses. Add roy 25
26 Total rental real estate and royalty income or (loss). Combine lnes.
here. If Parts 11, I, and IV, and ne 40 on page 2 do not 10 you. & It
Line3® Schedue 1 (Form 1040), Ine 5. Otherwiss, inchude this amount i the total on Ine 41 0 p

For Paperwork Reduction Act Notics, 560 the separate instructions. Gt o, 11344
L ter Re

There is no amoul

n this line

Finance



SCHEDULEE
(Form 1040)

Department of the Treasury
Frtomal Revenue Service

Supplemental Income and Loss

Attach to Form 1040, 1040-SR, 1040-NR, or 1041.
Go to www.irs.gov/ScheduleE for instructions and the latest information.

(From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) G 2 5

Attachment
Sequence No. 13

OMB No. 1545-0074

Namefs) shown on return
3 Third Street, Unit 6 Bird

\ .
and, Wisconsin

Your sockal security number

Income or Loss From Rental Real Estate and Royalties

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

A Did you make any payments in 2025 that would require you to file Form(s) 10997 See instructions .
B If “Yes,” did you or will you file required Form(s) 10997 P

Yes []No
Yes | |No

Findings Report

Income Calculator ID

Qualifying Rental Income

Qualifying Rental Loss (add to DTI)

Rental Property Occupancy

Add Rental Property PITIA to DTI

Add Primary Housing Expense/Rent to DTI
Subject Property

IRS Property Type

D285CJK @
$0.00 @
$140.00 ©
Investment @
No ©

Yes ©

Yes ©@

1 Single Family Residence @

1a Physical address of each property (street, city, state, ZIP code)
A
B
[
1b Typeof Property | 2 For each rental real estate property listed Fair Rental Personal Use Qw
(from list below) above, report the number of fair rental and Days Days
A 1 personal use days. Check the QJV box only A 365
B if you meet the requirements to file as a B
c qualified joint venture. See instructions. c
Type of Property:
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Seif-Rental
2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other(describe)
Properties:
Income: A B c
3  Rents received S 3 2853
4 Royalties received . 4 =
Expenses:
§  Advertising 5
6 Auto and travel (see mstvuctnons) 6
7 Cleaning and maintenance . . o o (A s m Ed
8 Commissions | 8 |
9 Insurance . 9 600
10 Legal and other pro!essAonaI (ees 10
11 Managementfees . . . . 11
12 Mortgage interest paid to banks etc. (see mstmcbons) __1_2_‘ 19670
13  Other interest 13
14  Repairs . T 750
15  Supplies 15
16 Taxes 16 4688
17 Utilities . o e __1L
18 Depreciation expense or deplebon e e e l
19  Other (list) HOA Fe 19
20 Total expenses. Add lines Sthrough 19 . . . . 20
21 Subtract line 20 from line 3 (rents) and/or 4 (royames) If
result is a (loss), see instructions to find out if you must
file Form 6198 21 95
22 Deductible rental real estate loss after limitation, if any,
on Form 8582 (see instructions) . . 22 | )| ) )
23a Total of all amounts reported on line 3 10! aJI rental plopemes & 2853
b Total of all amounts reported on line 4 for all royalty properties &
¢ Total of all amounts reported on line 12 for all properties 23c 96
d Total of all amounts reported on line 18 for all properties 23d 192
e Total of all amounts reported on line 20 for all properties . . 23e 31480
24 Income. Add positive amounts shown on line 21. Do not mc)uoe any losses 24
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total losses here ?f 29"
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts Il lll, and IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040), line 5. Otherwise, include this amount in the total on line 41 on page 2 26 2950

e 6

Homeowners A s @
Depreciation/Depletion @
C theft loss @
dinary one-time ex

Adjusted Rental Income @

For Paperwork Reduction Act Notice, see the separate instructions.

Cat. No. 11344L

Schedule E (Form 1040) 2025 Created /6/25

Months In Service (Fair Rental Days / 30)
Monthly Rental Income
Qualifying Rental Amount

|
I
|

365/30=12
$27,780.00 / 12 months = $2,315.00 - $2,455.00 = -$140.00
-$140.00

Tax Returns

2025

$0.00 /'

Income Calculator

2025

365

$28,530.00

$0.00

$31,480.00

$600.00

$19,670.00

$0.00

$4,688.00

$3,852.00

$1,920.00

$0.00

$0.00

$27,780.00




Fannie Mae’s
Calculator vs.
Form 1038

Findings Report

Income Calculator ID

Qualifying Rental Income

Qualifying Rental Loss (add to DTI)

Rental Property Occupancy

Add Rental Property PITIA to DTI
Add Primary Housing Expense/Rent to DTI

Subject Property
IRS Property Type

aordinary o

Adjusted Rental Income @

D285CIK @

$0.000

$140.00 @

Investment @

No ©

Yes @

Yes ©@

1 Single Family Residence @

Months In service l!m Rental ans ’ 55’ ) /30%12

Monthly Rental Income
Qualifying Rental Amount

$27,780.00 / 12 months = $2,315.00 - $2,455.00 = -$140.00

-$140.00

Tax Returns

2025

Income Calculator

2025

365

$28,530.00

$0.00

$31,480.00

$600.00

$19,670.00

$0.00

$4,688.00

$3,852.00

$1,920.00

$0.00

$0.00

$27,780.00

PR FannieMae

For full functionality, download PDF first before entering data. Please download before each

as are updated

Rental Income Worksheet

Individual Rental Income from Investment Property(s): Monthly Qualifyin,

g Rental Income (or Loss)

Documentation Required:
*  Schedule E (IRS Form 1040) OR Enter
* Lease Agreement or Fannie Mae Form 1007 or Form 1025

Investment
Property Address

Investment Property
Address

Step 1. When using Schedule E, determine the number of months the property was in service by dividing the Fair Rental Days by 30.
If Fair Rental Days are not reported, the property is considered to be in service for 12 months unless there is evidence o

Step 1. Result: The number of months the property was in service | Result

f 0 shorter term of service.

1007 or Form 1025.

Step 2. Calculate monthly qualifying rental income (loss) using Step 2A: Schedule E OR Step 2B: Lease Agreement or Fannie Mae Form

Step 2 A. Schedule E-Partl  For each

property complete ONLY 2A or 28

Al | Enter total rents received. Schedule E, Line 3 Enter $ 28,530.00
A2 Subtract total expenses. Schedule E, Line 20 Subtract
A3 | Add back insurance expense. Schedule E, Line 9 Add +
A4 | Add back mortgage interest paid. Schedule E, Line 12 Add +
AS | Add back tax expense. Schedule E, Line 16 Add +
A6 | Add back homeowners association dues. Schedule E, Line 19 e
This expense must be specifically identified on Schedule E in order to add it o .
A7 | Add back depreciation expense or depletion. Schedule E, Line 18 Add +
A8 | Add back any one-time extraordinary expense (e.g., casualty loss). There Add
must be evidence of the nature of the one-time extraordinary expense. *: hd
Equals adjusted rental income. Total = $27,780.00| = $ 0.00
A9 | Divide by the number of months the property was in service (Step 1 DM 12 0
ivide
Result). Click the gray button to calculate the adjusted monthly rental income ! !
Equals adjusted monthly rental income s Line A9 is zero, "error” will show. | Total =0 $2315.00|=
A10 | Subtract proposed PITIA (for subject property) or Subtri
existing PITIA (for non-subject property). Verified, inc. taxes, ins. and HOA naec
Step 2A. Result: Monthly qualifying rental income (or loss) Result = ($ 140.00)|= $0.00
Step 2B. Lease Agreement OR Fannie Mae Form 1007 or Form 1025 For each property complete ONLY 2A or 28
This method is used when the tronsaction is o purchase, the property was acquired subsequent to the most recent tox filing, or
the lender has justification for using o leose ogreement.
B1 Enter the gross monthly rent (from the lease agreement) or
market rent (reported on Form 1007 or Form 1025) Enter
For multi-unit properties, combine gross rent from oll rental units:
B2 | Muiltiply gross monthly rent or market rent by 75% (.75). The remaining Multiply 75 x75
25% occounts for vocancy loss, maintenance, and manogement expenses.
Equals adjusted monthly rental income Total = $0.00 |= $0.00
B3 Subtract proposed PITIA (for subject property) or existing PITIA (for Subtract
ubLrac -
non-subject property). Verified, inc. taxes, ins. and HOA
Step 2B. Result: Monthly qualifying rental income (loss): Result = $0.00 |= $ 0.00

Step 3. Determine the qualifying impact using the result of Step 2A or Step 2B.

If the combined result of Step 2A or 28 is positive, add the positive amount to the borrower’s
monthly qualifying income. Because the PITIA expense was included in the cakulations above, do not
0dd it to the debt-to-income (DT) rotio.

If the combined result of Step 2A or 28 is negative, indude the amount of the loss in the
borrower’s monthly expenses when calculating the DTI ratio.

($ 140.00)

DU Data Entry hly Income and Combined g Mortgage Liabilities

Subject Enter the amount of the monthly qualifying income (positive result) or For refinance transactions, identify the
Property monthly qualifying loss (negative result) in “Subject Net Cash.” mortgage as a subject property lien
Non-Subject Enter the amount of the monthly qualifying income (positive result) or Identify the mortgage as a rental
Property monthly qualifying loss (negative result) in “Net Rental.” property lien.

Partn

ll:;i 8]

Flnance .




Top Rental Income Issues

Including rental income for borrowers who do not have

a current housing expense or the evidence of a housing :
expense is not supported/documented Where to Find More

Information

Using positive net rental income when only an amount
to offset the PITIA is permitted

Fannie Mae Selling Guide: B3-3.1-08
Using a lease instead of a tax return to calculate rental
income when the property was owned by the borrower Freddie Mac Selling Guide: 5306.1
in the previous tax year (for no apparent reason)

MPF Traditional Selling Guide: 5.3.8
Using rental income for a departure residence without
the required documentation or using documentation
with inconsistencies (lease not matching rent payments
or security deposit, etc.)

Mortgages

m f Partnership
Finance .




MPF Quality Control Reminders
Not necessarily related to rental income

Total DTI Ratio:
 Make sure ratios are consistent throughout your file documentation

(AUS findings, 1008, and loan presentment data)

PITIA:
 If a home is new construction, make sure the real estate taxes are
based on the improved property value
* Insurance premiums: Use 1/12 of the annual insurance premium
 HOA dues are not always correct on the appraisal, verify with the
HOA/management company if the amounts are not consistent

Total Other Debt:
* Always verify that any omitted liability is documented according to
the guidelines

Mortgages

m f Partnership
Flnance .




MPF Program Contacts and Resources

. Keep up with MPF product guideline updates by
MPF Service Center subscribing to
Email - MPF-Help@FHLBC.com MPF Announcements:
Hours - 8:30 am to 4:30 PM CT
Phone: (877) 345-2673

www.fhlbmpf.com

MPF National Education
mpftraining@fhlbc.com

Mortgages

m f Partnership
Flnance .
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