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The purpose of this guide

A practical orientation for lllinois residential buyers considering more than one use or unit.

High Touch | High Class | Low Pressure
Useful orientation. Clear questions. Appropriate professional lanes.
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1 | Why 1-4 Units Are Often Discussed Together

Many mainstream residential mortgage programs and appraisal practices operate within a one- to four-unit framework.
That is why 2-, 3-, and 4-unit properties can still appear in residential mortgage practice even when some units may

produce rental income.

What happens at five units?

Five or more dwelling units commonly move outside the conventional 1-4 unit residential mortgage framework and into
multifamily/commercial-style financing and analysis. This is not a universal legal definition for every zoning, licensing, tax,
or regulatory purpose. Verify the specific classification with the lender and appropriate local authority.

Common terms
* Duplex / 2-flat: two dwelling units; local terminology and configuration can differ.
« 3-flat / three-unit: three dwelling units within the property.
e 4-flat / four-unit: four dwelling units within the property.

» Owner-occupied multi-unit: buyer intends to live in one unit while other unit(s) may be rented, subject to loan, lease,
zoning, and other requirements.

 Investment multi-unit: buyer does not intend to occupy the property as a primary residence; financing and
underwriting may differ.
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2 | Before You Count Rent, Verify the Property

* Is the current number of units a legal or legally nonconforming use under the municipality's rules?
Do public records, permits, zoning information, appraisal, and the physical layout tell a consistent story?

* Are there current tenants, leases, security deposits, rent concessions, notices, or other occupancy matters that need
attorney review?

* Are utilities separately metered or shared, and who currently pays each service?
* Are there municipal licensing, inspection, transfer, registration, or occupancy requirements?
» What condition issues affect each unit, common areas, roof, foundation, mechanical systems, parking, and exterior?

» What insurance coverage is appropriate for the actual occupancy and rental use?

Rental income is not simply 'free mortgage money.'

A lender may have specific rules for documenting and using rental income in qualification. Ask what income can be
considered, what documentation is required, and how vacancy, reserves, expenses, or current leases affect underwriting.
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3 | Owner-Occupancy Can Change the Conversation

A buyer who intends to occupy one unit may have financing options that differ from a non-owner-occupant investor.
Occupancy representations are important and should be accurate. Discuss your actual plan with your lender and
contracted real estate broker before selecting a financing strategy.

Questions to take to the lender
* Is this loan program available for the number of units | am considering?
* Must | occupy one of the units, and for how long under the applicable loan terms?
* Can qualifying rental income from the other unit(s) be considered?
* Are additional reserves, down payment, appraisal, landlord-experience, or property-condition requirements involved?
* How will current leases, projected rents, or vacant units be treated?
Questions to discuss with your attorney during attorney review

After a purchase contract has been fully executed by all parties, lllinois transactions commonly provide an attorney-review
period subject to the terms of the contract. For a 2-4 unit or mixed-use property, legal counsel may need to review matters
beyond those encountered in a typical owner-occupied single-family purchase.

» What existing leases, security deposits, notices, tenant obligations, or other occupancy matters transfer with the
property?

* Are there lease provisions, contract provisions, disclosures, addenda, or other documents requiring legal review?

« Are there municipal landlord licensing, registration, inspection, zoning, transfer, or other legal requirements affecting
the contemplated ownership or use?

* Are there existing tenant rights, possession issues, or seller obligations that should be addressed before proceeding?
Professional lanes matter.

Your real estate broker can help identify transaction issues, obtain available documents, communicate with the parties,
and coordinate the transaction, while your attorney provides legal interpretation and advice.
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4 | Mixed-Use: Residence Plus Business Use

A mixed-use property combines residential use with some business or commercial use - for example, living space with an
office, shop, salon, or other permitted business component. A mixed-use property is not automatically outside every
residential financing program, but the details matter.

Why this needs a closer look

For certain residential mortgage programs, the property may need to remain primarily residential, the business use may
need to be legal under local zoning, and the appraisal may need to address the mixed-use characteristics and
marketability. Other programs can have different rules.
Verify before relying on the space
* Is the business use legally permitted under current zoning and licensing rules?
* Does the buyer intend to operate the business, lease the commercial area, or use it another way?

* Will the intended use affect financing eligibility or appraisal treatment?

* Are utilities, entrances, parking, fire/life-safety features, signage, accessibility, or insurance different because of the
business component?

* Does the contract need special attention to equipment, fixtures, leases, licenses, or business-related items?
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5| Our Residential Lane

We can help a residential buyer identify, evaluate, negotiate, and navigate the purchase of a 2-4 unit or potentially eligible
mixed-use property when the transaction falls within the scope of licensed residential real estate practice. Our role
includes helping the buyer understand the real estate transaction, reviewing available property and market information,
coordinating property searches and showings, preparing and negotiating purchase offers at the buyer's direction,
communicating with transaction participants, and helping keep the transaction moving toward closing.

Some properties introduce questions that require expertise outside the real estate broker's professional role. Financing
eligibility belongs with the lender; legal interpretation and attorney review belong with legal counsel; permitted use and
zoning questions may require municipal or zoning authorities; valuation for lending purposes belongs with the appraiser;
tax consequences belong with qualified tax professionals; insurance questions belong with insurance professionals; and
specialized property-management or business-valuation matters may require other qualified professionals. When those
issues arise, our role is to recognize the boundary, help coordinate the process, and direct the Patron toward the
appropriate source rather than attempt to replace that professional.

The handoff matters

When a property raises specialized financing, zoning, legal, tenancy, municipal, appraisal, insurance, tax,
property-management, business-use, or valuation questions, we help identify the issue and coordinate the appropriate
handoff. Good representation does not require one professional to know everything. It requires knowing when
another qualified professional belongs in the conversation.

Companion guides

Use the Buyer's Guide for the broader purchase process, the Seller's Guide if you are selling a property, and the ADU,
Modular & Manufactured Homes Guide when an additional dwelling unit or factory-built housing is part of the property.
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A Simple Way to Use This Guide

Use this guide to recognize the property type, identify the questions that matter to you, and know what should be verified
before you rely on an assumption. A property can look familiar while its legal use, ownership structure, financing, zoning,
condition, or association obligations tell a more complicated story.

When you want to go deeper

Bring the property address and your questions to the appropriate professionals. Your contracted real estate broker can
help coordinate the real estate side of the transaction; lenders, attorneys, appraisers, inspectors, insurers, municipalities,
associations, and other qualified sources answer matters within their respective fields.

Ralph Waller
Illinois Licensed Real Estate Broker | License #475117226 | Kale Realty
(708) 308-9053

Realty

Equal Housing Opportunity

This guide is for general educational purposes and is not legal, tax, lending, appraisal, title, inspection, engineering, insurance, zoning,
architectural, construction, association, or municipal advice. Property classifications, requirements, financing, and transaction terms vary. Consult
the appropriate qualified professional or government authority for determinations within that professional's or authority's field.

Human x Al interdependent collaboration supports drafting and organization. Final professional judgment, licensed real estate services, and client
service remain human responsibilities.

2-4 Unit & Mixed-Use | Ralph Waller, Kale Realty Page 7



