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“The 4506T is a
form that gives
the owner of the
loan permission
to REQUEST
THE BOR-
ROWER'S TAX
DOCUMENTS
DIRECTLY

FROM THE IRS.”
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| want to make everyone aware of a very
important issue that all real estate profes-
sionals need to be aware of.

Due to the recent developments in the
mortgage industry, most, if not all loan
packages are requiring that the borrowers
sign a form called the 4506T. This in-
cludes full documentation loans. (please
contact me if you would like to see a sam-
ple of the form)

The 4506T is a form that gives the owner
of the loan permission to REQUEST THE
BORROWER’S TAX DOCUMENTS DI-
RECTLY FROM THE IRS.

This is a method for the lender to confirm
that the income figures that the borrower
claims on the loan application are actually
true. Read that as, this is insurance
against borrower fraud.

If there is a material discrepancy with the
income figures, there are two things that
can happen and neither one is good. One
is, the lender will most likely move to
prosecute the borrower for fraud. Two is,
if the borrower somehow tries to show
that they are actually making more money
than they claimed on their tax re-

turn. Then they have some explaining to
do to with the IRS.

This is the equivalent of being stranded
on a boat with a pride of hungry lions that
are licking their chops to have the bor-
rower for dinner. The only way to get
away from the lions would be for the bor-
rower to jump into the ocean into the mid-
dle of a feeding frenzy of hammerhead
sharks. Either way, the borrower is
“toast”.

This is not a new form, but in the past, it
was used mostly when there was a de-
fault on the loan. This was rare in the last
few years because people would simply
sell their house and make a profit if they
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started to have problems paying their
loans. As we know, this market condition
is now pretty much a thing of the past. In
other words, when home prices were on
the rise, any mistakes that were made on
loans pretty much were resolved on their
own.

Because regulators and top mortgage
company executives are under the micro-
scope to ensure that mortgage loans are
underwritten properly, there are more ran-
dom audits and in some cases, the loan
cannot obtain final approval unless the
actual tax returns are obtained. This
makes sense because those highly paid
CEO'’s and regulators do not want to lose
their jobs and reputations by allowing loan
fraud to continue.

Please be aware that once that form is
signed and in the file, there is a chance
that the tax records can be obtained from
the IRS at any time and let your clients
know that the days of “stating any income
you want” if you have a good credit score
are over.

Remember, if there is any trouble, the
person who is in trouble will normally try
to take everyone down with them. That
includes the Loan Officer AND the REAL-
TOR whether you have knowledge about
it or not. This means that we all need to
do our best to know our clients better.

My job is to perform due diligence to pro-
tect the lender, the client, myself, and the
REALTOR. (not necessarily in that or-
der...ha-ha) Since | don’t want to have a
room mate in an 8’ X 10’ room with a view
of a lot of metal bars, | promise to do a
GREAT job of analyzing these deals!

Please feel free to contact me with ques-
tions on this topic.
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MORRISON

Certified member of the California Real Estate Insp

ection Association (CREIA).
Chapter Vice President/President Elect for the San

Gabriel Valley (CREIA) Chapter
Approved Compliance Verification Inspector for the City of San Marino.

Sample reports are always available for review on o ur website.
Member of the Arcadia Association of Realtors.
Member of the Citrus Valley Association of Realtors
Member of the Pasadena Association of Realtors.

Call Today to Schedule an Inspection!
626-831-8862
duane@morrisoninspects.com

WwWw.morrisoninspects.com
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