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Legal disclaimer

The materials included in this presentation are intended for general information only. This
presentation is not intended to be complete or all-inclusive regarding the matters
discussed herein, and nothing contained in this presentation is intended, or should be
relied upon, as legal, accounting, compliance or other professional advice.

Although MGIC believes the information set forth in this publication is generally accurate,
the information may be outdated due to the rapidly changing nature of the residential
mortgage industry, and MGIC does not warrant the accuracy, reliability or completeness
of any information contained in this publication.

The information in this publication is culled from a variety of business and mortgage
industry sources. Attribution is given where deemed necessary. Opinions and insights
expressed herein do not necessarily represent the views of MGIC.
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What we’re covering today

The “why” behind the guidelines

The 5-step process to evaluating income
 Case study

* Your questions
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The more things change,
the more they stay the
same.

Jean-Baptiste Alphonse Karr

insurance corporation






Purpose of cash flow analysis MGIC

Verify qualifying income that is:
e Stable

* Likely to continue




Subjectivity or “gray areas” in lending

* Fuzzy

* Vague

* Ambiguous

* QOpportunity for error or ques ti .
 Difference of opin °r.

e Tire o l¢r\i'g \.casiertosay“no”
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Intent or spirit of guidelines

 Easiertoidentify questions and additional documentation
 Easierto explain to others

* Easierto present to next level with recommende®

* Grows base of understanding a ‘4 x W «r*nce

* Directs explanation ~*u 2 ‘'orn tur TUture review
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Were you with us during the pandemic?
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5-step process

1. 2. 3. 4. 9.

Assess Cash flow Cash flow Validate Determine
business taxes P&L P&L income
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Meet Jay, our loan officer



Loan

Application

1¢. IF APPLICABLE, Complete Information for Additional Employment/Self-Employment and Income || Does not apply

Employer or Business Name SPEEDY REPAIR SERVICES Phone ( 999 ) 999 - 9999
Street 123 Main Street Unit #

City Anytown State FL [x] ZIP 88388 Country

Position or Title O\WNER Check if this statement applies:

[]1am employed by a family member,

property seller, real estate agent, or other
How longin this line of work? 4 Years Months party to the transaction.

StartDate 1 [/ 15 / 2021 (mm/dd/yyyy)

] Check if you are the Business [ ) | have an ownership share of less than 25%. Monthly Income (or Loss)
Owner or Self-Employed (®) | have an ownership share of 25% or more. $ 20250

Gross Monthly Income

Base 5 /month
Overtime  $ /month
Bonus 5 /month
Commission % /month
Military

Entitlements 5 /month
Other 5 /month
TOTAL $ 0.00/month

mortgage guaranty
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MGIC

1. My borrower is telling me that another lender told him
only 1 year of personal and business tax returns were
needed because, although he bought the business 4
years ago, the business has been in existence for 10
years. He also has been self-employed in another
business for over 20 years. | wanted to confirm what
documentation is needed.

13
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MGIC

My borrower is telling me that another lender told him
only 1 year of personal and business tax returns were
needed because, although he bought the business 4
years ago, the business has been in existence for 10
years. He also has been self-employed in another
business for over 20 years. | wanted to confirm what
documentation is needed.

ﬂl’hanks for reaching out. The borrower must have an
ownership interest in that particular business for at
least 5 years to qualify for documentation relief.

\2 years of personal and business returns are needed.
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1.

Assess
business

Will the business
continue generating
and distributing
sufficient income to

enable the borrower
to make the payments
on the requested
mortgage?




What is the stability of the
borrower’s income thatis
derived from the business?

Is the impact of any
environmental or
economic event
negligible due to the
nature and location of the
business?

Is there a demand
for the business
product or
service?

mortgage guaranty
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Owpartwart of e T — temal Reverue Senvice
£1040 s individual income Tax Return |2@24lmmtmmul R ———

For the year Jan. 1-Dec. 31, 2024, or other tax year begirning . . See separate instructions.
Your first name and mecdie intal

M joant retum, spoOuse's st name and middle Nl

OMB No. 15450074

SCHEDULE 1
e - (Form 1040) Additional Income and Adjustments to Income m
Attach to Form 1040, 1040-SR, or 1040-NR. 0

Department of the Treasury
(sternal Rovence Service Go to www.irs.gov/Form 1040 for instructions and the latest information. s No01

Name(s) shown on Form 1040, 1040-SR, or 1040-NR Your social security number

For 2024, enlovmomnuaponodloywonFonn(s) 1099Ku\alwsndwodmmov'upasonal
items sold at a loss . g

Note: Thoremamngunounnvopoﬂedloyouon!’om\(snm Kshmldboropoﬂoddsmweonyaxmundopondngonm
nature of the transaction. See www.irs.gov/1099k.

onres XN Additional Income

On SChedUle 1 . 1 Taxable refunds, credits, or offsets of state and local income taxes . . . . . . . . . . . . | 1

g Date of original di or i (see instructions):
Busmessncomoov(loss)AnachScheduoc o s e e es e e e e s s LS
Other gains or (losses). Attach Form 4797 . . -
Rental real estate, roysbaspmnorsmpsScorpombonsmmotc Anx:hSehoduloE . 5
Fummcmo:oos)AnachSchedwFS
Other income:
Net operating loss .
Gambling . . .
Oancollabonoldem 55
Foreign eamed income exclusion fvomFocm2555
Income from Form 8853 . . i & o
Income from Form 8889 . .
AlaskzPormanomFunddw-donds
Jury duty pay
Prizes and awards . .
Acﬁvﬂynolmagednlovpcommm
Stock options .
Incomhuntfnrmtaldp«w\alpropmydyoumagodmmeronw'ot
profit but were not in the business of renting such property X
OtynptcandPaaymcnndalsandUSOCpnzomy(s«muuctms)
Section 951(a) inclusion (see instructions)
Section 951A(a) inclusion (see instructions) .
Section 461(]) excess business loss adjustment . . .
Taxable distributions from an ABLE account (soenstmcbons)
Sd\olarsmpandfelowsmpgrmtsnol reported on Form W-2 .
Nor ble amount of Medicaid waiver pay nncbdodonanlM hne
laorid A
Pemaono«annmytroma. plano'a
nongovernmental section 457 plan o W e % fe
Wages earned while incarcerated . .
Wﬂmrwmummn«vmmo Soe
instructions . .
Other income. Ltsltypeandamounl

2a
b
3
4
5
6
7
8
a
b
c
d
°
1
9
h
i
i
k
I

228 [ple=z@=lR

EPIvn ~>0 ~0aca0cd

@

a*nvo:g

2 |22 (2 |®

—oo.uﬂgg\‘

8z

Total other income. Add lines 8a through 8z . .

Combine lines 1 through 7 and 9. Thas-syour‘ddmo'ulnoom Enmwaandmi-‘onn 1040
Add lines 12 and 1040-SR, or 1040-NR, line 8
Subtract ine 14 frd For Paperwork Reduction Act Notice, mmmmmm Cat. No. 71479F
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Net operating losses ... Now what?



Net operating loss (NOL)

For income tax purposes, a net operating loss (NOL) is
the result when a company’s allowable deductions
exceed its taxable income within a tax period. The NOL
can generally be used to offset a company’s tax
payments in other tax periods through an IRS provision
called a loss carryforward.

Total Operating Expenses > Total Operating Income = Net Operating Loss
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MGIC SEB class notes

Whew can You add back in NOLs?
1 MwL’LlfeeLg to reoccuy

2. Associated with the business

3. Affects business cash flow

MGIC
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SCHEDULE C Profit or Lo Lnss From Business R bl 84O Echidub G farm 1040) 202 Page 2
{Farm 1040) 2@23 wudll] Cost of Goods Sold (see Instructions)
Bepariment of the Treasury Attach to Form 1040, 1040-3R, 1040-58, 1IJIID-NR. or 1041 pmmnlpamd.gam—l, file Form 1065, *;x =
Internal Fievenue Senvice: G 10 Wik irs. far ons and the latest Sequence Ma. 09 33 Method(s) used to
Mame of propristor ‘Social security number [S3N) value closing inventory: a || Cost b | Lower of cost or market e | Other jattach explanation)
34 Was there any change in delermining quantiies, costs, or valuations betwesn opening and closing iwentory? )
A Principal business or prolession, including product or sarvice fses insructions) B Enter pode from instrucsons I =Yes” aftach explanation . . o es | Ne
O I I SC I le d u le C ¢ Business riame. If no separate Dusiness name, leave blank. D Empioyer ID number (EIN] (o instr) 35 Inventory at beginning of year. Il different from las! year's closing irventory, attach explanation . . . | 35
E Business address (including sulle or reom no.) 36  Purchases less cost of iterns withdrawn forpersonaluse . . . . . . . . . . - 36
City, tow of post office, state and DIP cods
F Accounting method: (1) || Cash (@) [ Accrual (@) [ Other zpecity) Cost of labor. Do not include any amounts paid toyoursell . . . . . . . . . . . . . . |37
G Did you “materially participate” in the operation of this business during 20237 If “Na,” a6 MAtruclions for it o0 loases. Clves Mo
H If you stamed or acquired this business dufng 2023, check here . . . P .. ......0O 38  Materalsand supplies . . . . . L L L L L L L L L oL L L L oL L 38
1 Myoum;e.nnypqmenlsmEDz}.mmwouldrequureyuummeFanﬁlIEIQB‘?Seemm:ucums c oo .. s [ves [he
4 If “Yees,” dlid you or will you file required Formis) 10982 . . . . . . . . ..o oo ..o . . [ ]¥es [INe 39 Othereosts. . . . . . . . . . . . . . . . .. oo.oa.o.o.. ... |®W@) 00000000000
Income
1 Gr ipts or sales. See r i rorhme‘landcnec*mem;hmusmﬁnewmmpartedloyuuun 60.000 0  AgdinesdStwoughds . . . . ... L L L L e e e L 8D
Famw-zamme"smmmr.-employee ok of thal fonm was checked . . . . . O |
2  Fetumsand allewanees . . . . . . . . . . . . . . . . . . . . . .. _.|=2 41 Imventory atendofyear . . . - . . . . . . . . L L o L L . oo oo . .. . | #
3 SubbactEne2imlinél . . . . . . . . . . . ... .. ... .. . |3
4 Costolgeosssoldfromined®) . . . . . . . . . . . . . . . ... ... .| a8 42 Cost of goods sold. Subiract line 41 from line 40. Enter the result here and en ine d . 42
§ Gross profit. Subtract bne 4 from line3 . . . i Part IV Infomationun\'uur\l‘nhlcla.Complmethlspanonlyllyouamcla:mlngcamrtnx:kexpansasonllnaaand
8  Other incoms, |m|uﬂ|ngredmamg¢mgagu|nem1uﬁmcrgﬂna’rﬁu\aemngﬁum‘m§|_ i are not required to file Form 4562 for this business. See tha instructions for line 13 to find out if you must file
7 Gross income. Addlines 5 and 6 . . e A0 0NN Form 4562.
[T Expenses. Enter expenses for Business use of your home nnly on line 30. A bt
8 Advertisng . . . . . ] 18 Offce expense (see nstructions) . | 18 43 When did you place your vehicle in service for business purposes? (month/day/year)
9 Car and iruck expenses 18 Pension and profit-sharing plans | 18
(e8¢ ingtructions) . . . L] 20 Fent or lease [3ee nstructions): 44 Of the total number of miles you drove your vehicke during 2023, enter the number of miles you used your vehicle for:
10 Commissicns and fess 10 a  Wehicles, machinery, and equipment | 208
11 Contract lshor s instructions) | 11 b Othes business propedty . . . | 20b a Busness b Commuling seeinstructions)
12 Deplstion . . . 12 21 Fepairs and mai N FT
13 Depesciation and section 173 22 Supples ot ncluded in Pant 1 _ | 22 45 Was your vehicle available for personal uge during off-duty hows? . . . . . . . ] Ne
expense  deduction (ot "
i @ Pat iy 23 Tamesand licenses . . . . .
e [ —
neenens) . - .. |13 ] 14.000 26 Travel and meals: 1.000 46 Do you [or your spouse) have another vehicle avalable forpersonal use?. . . . _ . . . . . . . . .[Jves [INe
9
14 Employes benelit programs a Trawel. . . . . . . . . |24a _
{cther than on line 19) . 14 b Deduclible meals (see instructions) | 24b 4Ta  Doyou heve evidence to suppert your deduction? . - . . . . . . . . . . . . . oo . . . . ] Yes ] Ne
15 Insuranee [other than heath] | 15 25 Unities . . . 25
16 Interest {see nstructions): 26 wagesue«:semplwmenmemm 26 B I1*¥es” isthe evidence written? . . ] ves ] M
a  Maorigage (paid to banks, et | 16a 278 Other expenses (rom line 48 . . | 27a Other Expenses. Lmlbelowhuslnassaxpermesmlmcludedonlmsa-zs Ilnaz?h or Tine 30,
b Oher . . . . . . 16b b Enesgy aficient commercial bidgs
17 Legal and prolessional sendices | 17 deduction (#tach Form 7205 . . | 27h 257000 N tO t L 2020 -25 000
28 Tota expanses b expanin o b e b A B beougn s |8 et Operating Loss ( ) —
29 Tentative profit o floss). Subtract line 28 from line 7. . . . . .. | =8
30  Experses for business use of your home. Do not repor these espenses slsewhers, Attach Form E320
unless using the simplibed method, See nstructions.
Simplified method filers only: Enter the total square lootage of () your home: crmmmmmmmmm——————————————————mmwmmmmmmmmmmmmm—
and () the part of your hime used for : - Use the Simpiified
Method Waorksheel in the instructions 1o figure the amount 1o enteron line3d . . . . . . . . . |30
31 Net profit or (loss). Sublract Ene 30 e line 29.
# If & proft, enter on both Sehedule 1 (Form 1040), line 3, and on Schedule SE, line 2. (Il you 40 OOO
checked the box on ine 1, see instruetions ) Estates and tusts, ener on Form 1041, line 3. 31
« i nles, yoss muset o e 58 T —————————eeeeeseann | T—S———
32 INyou have a loss, check the box that describes your iwestient in this activity. See instructions.
* It you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule ) .
SE, line 2. {If you checked the bax of [ing 1, s8e 1he line 31 netuctions.) Estates and usts, enter on 32a [ Allinvestment is st risk,
Farm 1041, line 3. 32 [ Some investment is net
+ If you checked 32b, you must attach Form 6198, Your lnss may be limited. at risk.
For Paperwork Reduction Act Nolice, see the separale instructions. Cat. No. 11334P Schedule € (Form 1040) 2023 4B Tolal other sxpanses. Enter hereandon e 278 . . . . . . _ _ _ _ . _ | 48
Sohedube G (Form 1040) 2023
mortgage guaranty
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NOL

On Form 1120

mortgage guaranty
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-.1120 U.S. Corporation Income Tax Return OME No. 1545-0123

For calendar year 2024 or tax year beginning . 2024, ending 20
Depar i of the Tt amrmram s m— PIT T TIETETT TS, ] ]
iterrel Renveriss Semste o to wwwsirs. goviForm1 120 for instructions and the latest information, 2024
A Checkif: Marme B Employer identification number
1a Consalidated retum
wttachFom 851 [ pwpg
b Life'nonlife consoli- Mumbeér, streetl, and naom or suite no. ITa P.O. box, S&é inslruchons. C Date moorparated
dated retum . . OR
2 Personal holding co. PRINT
{attach Sch. PH} - I:l City or town, S1ale of provinge, courilry, and ZIP or foréign postal code D Total assats (Sed insbructions)
3 Personal sanvice comp.
ison instnuctions) - [ — 2
4 schodule-3attached ||| B Check#: 1) [] mitial retum 20 | Final retun i3 [ ] Narne ehange 1#) || Aderess ehange
1a Grossreceiptsorsales . . . . . . . . . . . . . . o . .. 1a
b Retums and allowances . . . 2 & = & 5 s = 3 s £ 3 s 3 = 1b
¢ Balance. Subtract line 1b fromflineta. . . . . . . . . . . . . . . . - ic
2  Cost of goods sold (attach Form 1125-4y . . . . . . . . . . . . . . . - 2
3  Gross profit. Subtract line 2 from lineic . - . . . . . . . . . . . . . - 3
® | 4 Dividends and inclusions (Schedule C, line 23y . . . . . . . . . . . . . - 4
ESInuerest 5
E| 8 Grossrents . . . . . . L L Lo ]
T  Grossroyalties . . - Ce e e e e - T
B  Capital gain net incoms (Ertach Schadule D {ch'n 1120]} Ce e e e e - 8
8  Met gain or (loss) from Form 4787, Part Il, line 17 (attach Form 4797 . . . . . . - a
10 Other income (see instructions—attach statementy . . . . . . . . . . . . - 10
11 Total income. Add lines 3 through 10. . _ . s 3 : 3 2 & = a 11
12  Compensation of officers (ses instructions —attach Form 1125- E) Ce e e e - 12
13  Saslaries and wages (less employment credits) . . . . . . . . . . . . . F 13
14 Repairs and maintenance . . . . . . . . . . . . o o . . ... C e e 14

18 Baddebts . . . . . . . . . . o . o L . o L . o L.
16 Rents . . . . . . . o . L o L L Lo L Lo Lo
17  Taxesandlicenses . . . . . . . . . . . . . . o . . . . . .
18  Interestisesinstructions) . . . . . - . . . . . . o o . . . . .
18  Charitable contributions. .

Depletion . . . . . . . . . . o L L ... e
Advertising . . e e e e e e e e
Pension, profit- shalng =1 pls.ns e e e e e e e e
Employes bensfit programs . . - Ce e e
Energy efficient commercial buildings dEducllcln [aﬂ.a::h Furm ?205] Ce e e
Other deductions {attach statementy . . . . . . . . . o o . o . . .
Total deductions. Add lines 12 theowgh 26 . . . . -

Depreciation from Form 4562 not clalmed an Fcu'm 1125 A ar als.eumu'a on retum [attal::h Form 4562) .

Taxable income bafore net operating loss deduction and Elp-al::lElI :Ial:lul::tlms Suhlract line 2? from |II'IE 11

wln[n e [nls|xsfs[z]z]s]s

Deductions (See instructions for limitations on deductions.)

gaespes| pevupeunes

Met operating loss deduction isee instructions) . . . . . . . . . . . | 28a _7R ﬂﬂﬂ
Special deductions (Schedule C, line 24} . - . . . . . . . . . . . |2e8 ’
Add lines 29sand20b . . . . - L. . - 29¢
o Taxable income. Subiract line 28¢c from line 28. See instructions P N 30
5 Total tax (Schedule J, line 12} . . . . . . . . . . . . . . . L . . - a
E Reserved for futurewsa . . . - Coe e oo - a2
H Total payments and credits [Sd'ladule .J Ilna 23] P Coe e C e e 33
QE Estimated tax penalty. See instructions. Check if Form 2220 is attached . e o - I T
i Amount owed. If line 33 is smaller than the total of lines 31 and 34, enter amount owed . - a5
q Owverpayment. If line 33 is larger than the total of lines 31 and 34, enter amount overpaid Ce e 36
" | a7 Enter amount from line 36 you want: Credited to 2025 estimated tax Refunded | 37
Under penaities of perjury, | declars that | have examined this retum, including accompanying schedules and siadements, and o the best of my knowledge and belief, i s e, corect, and
si complete. Declaration of prapaner jothar tham taxparen S based on all information of which preparer has any k.l'lﬂi‘\ﬁﬂﬁ
gn May the IRS discuss this retum
with the preparer shown belaw?
Here | See instructions. [ [ Yes | |No
Sigrature af offiser Date Title — =

[ PrinlType preparer's name I Preparer's sigraire Date

p— PTIN
Check if

22



NOL

On Schedule 1
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1040

For®

£

=
E!

i3 3 8 i

:

Hyou

w2, 9

Ovpurtrwt of P Traasury - itumal Reverss Servcs

U.S. Individual Income Tax Return

SCHEDULE 1
(Form 1040)

Attach to Form 1040, 1040-SR, or 1040-NR.

Additional Income and Adjustments to Income

)]
(
%\‘JJ24 OMB No. 1545-0074 | 1S Use Oriy— Do ot weite or stuste i this

OMB No. 1545-D074

Department of the Treasury N N N N Al i
Wternal R e Service Go to www.irs.gov/Form 1040 for instructions and the latest information. SMW"W. o1
Mame(s) shown on Form 1040, 1040-SR, or 1040-NR Your social security number

2024

For 2024, enter the amount reported to you on Formts} 1099-K that was included in error or for personal
iterns sold at a loss .

MNote: The remaining amounts reported to you on Fonﬂs} 1099-K should be reported elsewhere on your retum depending on the

nature of the transaction. See www.irs.gov/1099k.

I Additional Income

-*""zn"nnﬂunuqnm““uﬁ’

®~"0v o033

Taxable refunds, credits, or offsets of state and local income taxes .
Alimony received

1
2a

Date of original divorce or separatton agreemnt {see inst ruct-ons}
Business income or (loss). Attach Schedule C . .
Other gains or (losses). Attach Form 4797 .

Rental real estate, royalties, partnerships, S co-rporahon& lrusls atc mt:l.ch Schedule

Farm income or (loss). Attach Schedule F
Unemployment compensation .

Other income:

Net operating loss .

Gambling . . .

Cancellation of debt

Foreign eamed income exclusuon I'mm Forrn 2555
Income from Form 8853 .

Incoma from Form 8889 . .
Alaska Permanent Fund dmdends
Jury duty pay

Prizes and awards . .
Activity not engaged in for pfoflt income

Stock options

Income from the rental oi persona: property ﬂ you engaged in tne ranial ror
profit but were not in the business of renting such property :

Otympic and Paralympic medals and USOC prize money (see mstmcuons]
Section 951(a) inclusion (see instructions) . L

Section 951A(a) inclusion (see instructions) .

Section 461(]) excess business loss adjustment
Taxable distributions from an ABLE account (see ms1mt-ons]

Scholarship and fellowship grants not reported on Form W-2 |

Nontaxable amount of Medicaid waiver payments included on Form 1040 ||na
laorid :

Pension or annuity lrnm a nmquah'!ed aalnrmd compensaunn pl:m or a
nongovernmental section 457 plan

Wages earned while incarcerated .

Digital assets received as ordinary income not repona-d alsewhare See
instructions . . . . R

Other income, List type and amount:

g |2 [elz |2 a'z'|as'g'sz 2ozl (=[z]N

Total other income. Add lines 8a through 8z

Combine lines 1 through 7 and 9. This is ycur adem.l«mal Inmmo Enter ham and on Form 1040

1040-SR, or 1040-NR, line 8

10

For Paperwork Reduction Act Notice, see your tax return instructions.

Cat. No. T147T8F

Schedule 1 (Form 1040) 2024

It is not associated
with the business.

It does not affect
cash flow.
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What is our primary concern with NOLs?
Will it happen again?

Prior business

* Not as concerning * When?
e Still need LOE

* Why?

* How much?

mortgage guaranty
insurance cor poration
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5-step process

1. 3. 4. 9.

Assess Cash flow Validate Determine
business P&L P&L income

mortgage guaranty
insurance corporation




All-in-one
self-employed
income
calculator

Excel XLSM - macro-enabled
Excel XLSX - macro-free

Excel XLSX - macro-free short

mortgage guaranty
insurance corporation

SAM Worksheet - Help Document

The Sche
. .
«ash flod Profit and Loss Statement Analysis
This help rg
method. User Tips:
* Add b - -
When you s} il . .
sansena] Y Comparative Income Analysis Worksheet
Cost of Goods Sold (CGS) $ - $
Sched
Empld Sole Pr. iquidi ksh
i Liquidity Worksheet
Note: The b Use of this iff
v Determine business liquidity using tax return or interim balance sheet and entering the applicable line if
Line 1: LisH SOLE PRQ
Interest Ind soLeprd| (CGS+Totdl In general:
* Use the Cun|
Identify ints SOLE PR( .
aeniiy g «uetequd Cash Flow Analysis Summary
Effect on SingIE*q Gross Profi] Typically, a resy » To modify the Tatal Noof Manthe celact the 2pplicable number fro
+ Ad Investor guidel * To exclude N
P SAM Cash Flow Analysis Worksheet
R T (Gross Rec —
Line 5: Li NOTE: If there User Tips:
Dividend i « Add borrower information n biue-shated fields
» Select the tax year(s) being reviewed
Identify divi Part » Click the "0" button to expand income saurce section
1orfForm 10§ FAMNEr: * Use Summary section to analyze income trends
Taxable Inqt Schedule L - « For negative enirics, lease ype ™" priorto umber
Effect on Use of this PERSONAL CASH * For line instructions, hover over red triangles
. 1 | cash: Lind = For guidance, see He'p Docunent o
PARTNER = Select the Reset Workbook button on top to clar all information
el 2 | Trade not Schedule B . tabs into one PDF, hold down Control ey and click on the tabs that should be included, then print the document
Sche PARTNER BORROWER NAME: DATE:
A scle prop PARTNE R Schedule ¢ Input the Year(s): &
from a solt) = 4 | Other: cchedule Before you can use the worksheet, vou must make it 3 Trusted Document. Click here for instructions
i — [OI SCHEDULE B - INTEREST AND DIVIDENDS FROM SELE-EMPLOYMENT
Line 31: N Total Cur Schedule C
)} X ] screute c- sote proprieroRstie
S Corpo hedule L - Schedule C
— Name: v oo
Schedule D
Accounts 4 NetProfit Loss): LINE 31
. . - Al
Mortgags Schedule E 5 Deduct nonrecurring income/add nonrecurring loss or expense: LINE 6
& Depletion: I 12
Other cur Schedule F 7 Depreciation: LIE 15
. . . A .
PARTNERSHIP g | ¢ Mor-Detucible Meolsand Entertainment Exclasion: 1 240 ( ( )
Total Curgis 3 Business Use of Homes LIVE 30
Schedule K-18 [ 10 Business Miles: Page 2, Part IV, LINE 44a O Relsted 4562, Line 30 T “Miles *Miles|
11a Depreciation Rat 8, 2
Current Rati wawages 1 o Wileage Depreciation
Total Cur Form 1065 12 Amortization/Casualty Loss (only if nated): page 2, part V
- [ | - SUBTOTAL $ $
Total Curi

Schedule K-1} [OI SCHEDULE C - SINGLE-MEMBER LLC

W-2 Wages [OI SCHEDULE D - CAPITAL GAINS AND LOSSES

SaM [0 T scrcouse e - suepiemenTaL cowe anLoss e =)

[0 T scrieoust ¢ - rarw mcome

Partnership Cash Flow

Evaluzte business income =5 required by yourinvestor.

[0 T raruenste Nan
SAM | Lliquidty | Comparative | P&L | HelpDoc | Microsoft Instructions
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Noncash expenses

e Depreciation
Depletion
Amortization
Business use of home

Limited IRS deductions
e Meals
 Travel & entertainment

Nonrecurring
* Otherincome
* One-time expenses

mortgage guaranty
insurance corporation

SAM Cash Flow Analysis Worksheet

S Corporation Cash Flow

Evaluate business income as required by your investor.

5 CORPORATION Name:

-

SCHEDULEK-1

7  Ordinary Income (Loss): LINE 1 If = Distributions see additional requirements.

§ NetRental Income (Loss): LINES 2 & 3 If > Distributions see additional requirements.

SUBTOTAL §

FORM W-2

9 Wages: W-2, Box 5 (in general)

FORM 11205

0 Deduct nonrecurring income/add nonrecurring loss: LINES 4 & 5

1 Depreciation: LINE 14

2 Depreciation (FORM 8825): LINE 14

3 Depletion: LINE 15

F Amortizatiq,-'(:asualty Loss (auly if noted): LINE 21 from attached statement
Al

5 Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 17, Column d (
Al
5  Non-Deductible Travel and Entertainment Exclusion: Schedule -1, LINE 3b (
SUBTOTAL §

7 Multiplied by Ownership Percentage

Shareholder's Total Share of Income (Loss) $
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Final K-

Schedule K-1 S
{Form 1120-S) 2024
D lreasury

Serdos For calendar year 2024, or tax year

E7LL24

OMB Na. 1548-0123

Ordirary business incomae (loss)

132.500

begreing wang 1]
Shareholder's Share of Income, Deductions,
Credits, etc. See separate instructicns.

Het rental real estate income {loss)

Crther net rental income (oss)

X1l Information About the Corporation

Interest incoms

A Comoration’s empilayer identification number Sa | Crdinary divickends
12-3456789
B Comoration's name, address, cify, siate, and 73 code 5 | Cuakfied disidends 14 | Schedule K-2 is attached if
SPEEDY AUTO REPAIR shecked . . . . . [
& | Aoyalties 16 | Alermairve minemus @ M T) s
T Het shori-tern capital gaini joss)
€ BRE Center when corporabion filsd retum 8a | Net lang-term: capital gain (ioss)
D Comporation’s total number of shares &b | Colloctibles (28%) gain (loss)
Baginning of tax year
End of tax year Bo | Unrecapiuned section 1250 gain

Information About the Shareholder

Mt zsction 1231 gain (loss}

E “harchoider's idenbiying numbser

mortgage guaranty
insurance corporation

F1  Sharehoider's name, address, city, state, and AP code

REFERRAL BORROWER:

F2  |f the shareholder is a disregarded entity, a trust, an estate, or a nominee o
similar person, enter the indwidual or entity responsible for reporting:

TIN Hamne
F3  'What type of entity is this shareholder?

Oher income (loss)

ttemes affecting sharsholder basis

Section 179 deduction

G Current year alccation percentage . . . 50 %

H  Eharshoider’s number of shares
Baginning of tax e
End of tax year

) Loans from shareholder

Ceher deductions

1w

Crher indormation
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Schedule K-
(Form 1120-S)

mortgage guaranty
insurance corporation

Schedule K-1 LT
(Form 1120-5) 2024
Department of the Treasury

Imernal Revenue Sernce For calendar year 2024, §

] Final K1 L] Amended k-1 OB Na. 1548-0123

L7124

share of Current Year Income,
ltemis

Crdinary business incomae (lass)
132.500

bogreing 77 2024 ]  encing__7__

Shareholder's Share of Income, Deductions,
Credits, ete. Soe separate instructions.

HNet rental real estate income (loss)

Caher net rental income Joss)

I} Information About the Corporation

Interest income

A Comporation’s employer identification number Sa | Orcinary dividends
12-3456789
B Comporation’s name, address, city, state, and 23 code 5 | Dualfied dividends 14 | Schedule K-3 is attached if
SPEEDY AUTO REPAIR checked . . . . - []
& | Aoyaities 15 | Atermatve minemum x (AT items
T | Met shari-termn capéital gain joss)
€ RS Center whene corparation fiksd retum Ba | Met long-term capital gain (loss)
O Comporation's total numier of shares & | Collectibles {26%) gain {kes}
Baginning of tax year
End of tax year Bao | Urrecapiunsd section 1250 gain
L] Het section 1231 gain {loss} 16 lterms aflecting shareholder basis

Information About the Shareholder

E  Sharehoider's identifiring numbser

F1  Sharchoider's name, address, city, state, and 2P code

REFERRAL BORROWER

F2  If the sharoholder is & disregarded antity, a trust, an estate, of 3 nominee or
similar person, enter the indwidual or entity responsible for reporiing:

TIM Hame

Caher incoma: (loss)

17 | Oher indormation

F3 'What type of entity s this sharsholder?

Section 179 deduction

G Curent year aliocation percentage . . . ( B0

H  Sharhoider's number of shanes
Beginning of fax year
End of tax year

I Loans from shareholder

Beginning oftakyear . . . . . §
Endoftaxyear . . . . . . . &

Fer IRS Use Orly

Crther deductions

1®8

1% j More than one acthaty for passive acthaty purposes®

] Mare than one activity far at-risk purposes”

* See gttached statement for additional information
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MGIC SEB class notes MGIC

whew can K-1 tncome be used?

1. The borrower has accessed the
tncome (OR)

2. The business has adequate
L‘Lquidi’cg to support the withdrawal
of earnings

30



Schedule K-

(Form 1120-S)

mortgage guaranty
insurance corporation

Schedule K-1 SR
{(Form 1120-5) 2024
Department of the Treasury

Internal Revenue Senios For calendar year 2024, or tax year

] Finat k-1

|| smended K-1

E7LL24

OB Mo 1545-0123

Shareholder's Share of Current Year Income,
Deductions, Credits, and Other tems

Orydirary business income [loss}

132 500

—— g [T
Shareholder’'s Share of Income, Deductions,
Credits, etc.

So¢ Separate iInstructons.

Het rental real estate income {loss)

Crher net remtal incomes Joss)

Il nformation About the Corporation

Inberest income

A Comporation’s emplayer identification number
12-3456789

Orcinary divickends

Credits

B Comporation’s name, addness, oity, stabe, and J8F oooe

SPEEDY AUTO REPAIR

Dualfied drsidends

14

Schodule K-2 is attached if
checked . . . . . []

Aoyalties

Hiet shari-tern capital gaen joss)

c RS Conter whone corporation fiksd retum

Het lang-berm capital gain (loss)

D Comporation’s botal numiber of shares:
Baginning of tax year

Collectibles (289:) gain (ioss)

End of tax year

Unrpcapiured section 1250 gain

Allerrative minmus G U T) iems

I information About the Shareholder

Het section 1231 gain {loss}

E Shorshoicer's. identifying numbser

F1  Sharshoider's name, address, city, state, and 2P code

REFERRAL BORROWER

F2 i the sharehoider is a disregarded antity, 3 trust, an estate, oF & ROMINSs of
smmilar person, enter the indvidual or enbity responsible for repocing:

Tird Hame
F3 What type of entity is this sharcholder?

Crher imoome (loss)

Herres: aflecting shareholder basis

Section 173 deduction

G Current year alocation percentage . . 50w

H  Shareholder's number of shares
Beginnimg of tax o
End of tax year

I Loans from shareholder

Baginning of tax year -
End of tam year . . . . .. %

Far IRS Use Only

Caher deductions

v

Orher indonmation

1

] mrare than one actity for an-risk purposes”
™ j Kore than one acthaty for passive activity purposes®

* See atteched statement for additional information,

31



Lender must provide support
that the business has
sufficient liquidity and is
financially capable of
producing monthly income
for the borrower.
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Freddie Mac -
Guidance

Selling Guide -
Published 03/05/2025

5304.1(d): Stable monthly
income and documentation
requirements for self-
employed Borrowers —
Business and income
analysis (11/08/2024)

mortgage guaranty
insurance corporation

F@idie Mac Guide Home Seller/Servicer Relationship Selling Servicing
Single-Family

THE SINGLE-FAMILY SELLER/SERVICER GUIDE

Search the Guide

What can we help you find? n

(d) Business review and analysis

The following table contains requirements and guidance pertaining to review and analysis of the business that
produces the stable monthly income for the Borrower.

Business review and analysis
Topic Requirements and guidance

Business  The Seller's analysis of the business must support that the business has sufficient liquidity and
reviewand is financially capable of producing stable monthly income for the Borrower.

analysis _ _ _ ‘
» The analysis must include a review of the business tax returns

o The Seller's review must include, at a minimum, an analysis of gross receipts or sales,
cost of goods sold and gross profits. All should be typical for the type of business and
reflect consistent year over year trends. In addition, the business expenses should be

raacnnahle far tha tune nf hiicineee artivitv and laval nf hiicineee iInfnme Riicinece

The Seller may determine that review and analysis of the business financial
statements, business asset statements, and in the case of Partnerships and S
corporations, an analysis of the historical cash distributions, is necessary to
establish the financial and liquidity standing of the business. In addition, the
Seller may calculate and consider the liguidity ratios of the business using
generally accepted accounting practices when analyzing the liquidity of the
business.

g¢



Schedule L
Liquidity test

Liquidity Worksheet

Schedule L - Assets

Input the Year(s): 5

Cash: Line 1, Column d

Inventories: Line 3, Column d

Other:

o el e -]

Total Current Assets:

Trade notes and accounts receivable, less bad debt: Line 2b, Column d

Schedule L - Liabilities

9 | Total Current Liabilities:

Accounts Payable: Form 11205 Line 16/Form 1065 Line 15, Column d

&
7 | Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17 /Form 1065 Line 16, Column
8 | Other current liabilities: Form 11205 Line 18/Form 1065 Line 17, Column d

mortgage guaranty
insurance corporation

Form 1120-5 2034}

I-’a-gu-ﬂ-

Shareholders' Pro Rata Share lems (continuea)

Total amount

17a Investment income .
Investment expenses

a6 5

Dividend distributions paid from accumulated eamings and prc:lrts
Orther [tems and amounis (attach statement)

17a

17

1Te

Racon-

19
20
el
a2
23
24
25
26
a7

Othar
ciliation |Information

18 Income (loss) reconcillation. Combine the total amounts on lines 1 theough 10, From the result,

Balance Sheets per Books

through 12e and 164

18

Beginning of tax yeor

Assels
Cash
Trade notes and accounts recefvabls
Leas allowance for bad debts .
Inventornies R .
U.S. governmeant ::-tullgallnns .
Tex-exempt securities (ses |nstmcuum;|

fa)

(B

i)

[dp

10,000 ___

Loans to shareholders .

Mortgage and real estate loans

Other investmeants (attach statement)
Euildings and other depreciable assets .
Less accumulated depreciation
Deplstable assets .

Less accumulated deplstion

Land (net of any amortization] . R
Intangible assets (amortizable onby) .
Less accumulated amortization

Other sasets (attach statement) .
Total assats

Accounts payable .
Mortgages, notes, bonds nayable in Ieaa thm 1 'g.lea:

| - —

Loans fn:m sharsholders B
Mortgeges, notes, bonds payable in 1 year or more
Other liabilities (attach statement)

Capital stock .

Additional pald-in caprt.nl

Retained samings .

Adpustmeants o shareholders' equtg,- |;a'rta.|:h ﬂsnmr'tl
Less cost of treasuny stock R

Total liabiities and shareholders' equrt:.r

i 1

Form 11 20-8 2024
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mortgage guaranty
insurance corporation

MGIC

3. When | am completing a liquidity test, can | add in other
assets, as shown on Line 6 of Schedule L?
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mortgage guaranty
insurance corporation

MGIC

When | am completing a liquidity test, can | add in other
assets, as shown on Line 6 of Schedule L?

p

Hi Jay. | would check for a schedule to see if the other
assets are identified. At that point, you can assess if
they fit the criteria of assets that can easily be
\liquidated.
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MGIC
Liquidity
Worksheet

mortgage guaranty
insurance corporation

Liquidity Worksheet

NOTE: If there are no business liabilities, results will reflect N/A, indicating adequate liquidity.

m 1 & J Property Solutions Completed by: B0 3

Schedule L - Assets Input the Year(s): =) 2024
1 | Cash: Line 1, Columnd S 12,100.00
2 | Trade notes and accounts receivable, less bad debt: Line 2b, Column d S 28,820.00
3 | Inventories: Line 3, Column d S 12,000.00
4 | Other:
5 | Total Current Assets: S 52,920.00
Schedule L - Liabilities 2024
6 | Accounts Payable: Form 1120S Line 16/Form 1065 Line 15, Column d S 25,200.00
7 | Mortgages, notes, bonds payable < 1 year: Form 1120S Line 17/Form 1065 Line 16, Columnd  § 20,400.00
8 | Other current liabilities: Form 1120S Line 18/Form 1065 Line 17, Column d S 3,000.00
9 | Total Current Liabilities: S 48,600.00
Current Ratio 2024
Total Current Assets: Row 5 - Assets above S 52,920.00
Total Current Liabilities: Row 9 - Liabilities above S 48,600.00
Current Ratio: in general, a ratio 2 1 demonstrates adequate liquidity < 1.09 >
~——
Quick Ratio 2024
Cash, notes, accounts receivable (less bad debt) & other: Rows 1, 2 & 4 - Assets above S 40,920.00
Total Current Liabilities: Row 9 - Liabilities above S 48,600.00

QUICk Ratio: in general, a ratio 2 1 demonstrates adequate liquidity

Cose D
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Current ratio or quick ratio?

Liquidity Worksheet MGIC

Determine business liquidity using tax return or interim balance sheet and entering the applicable line items below.

In general:

* Use the Current Rotio for a business that doesn't rely on inventory to generate its income (i.e., pest control company)
# Use the Quick Rotio for a business that relies heavily on inventory to generate its income (i.e., hardware store)

Typically, a result of 1.00 or greater for either ratio demonstrates adeguate liquidity. However, it's important to use the most appropriate ratio, based on how the business operates.
Investor puidelines may vary and other liquidity methods may apply. FOLLOW INVESTOR GUIDELINES.

NOTE: If there are no business liabilities, results will reflect N/A, indicating adequate liquidity.

1 & ) Property Solutions

mortgage guaranty
insurance corporation




Form 1120-S

Otherincome on Line 5

mortgage guaranty
insurance corporation

. 1120-S U.S. Income Tax Return for an S Corporation

Do nol file this form unless the corporation has filed or

OME Mo, 1545-0123

2024

Department of the Treasury is attaching Form 2553 lo elect 1o be an S corporation.
imemal Aevenue Senvice Go to www.irs.gov/Form 11205 for instructions and the latest information.
For calendar year 2024 or tax year beginning , 2024, ending , 20
A 5 glection efiective date Name D Empdoyer identification num ber
TYPE
B Business activity code Humber, sireet, and neom or suile no. Ha P.O. box, see instructions. E Date incorporabed
rumber [see st tions) oR
PRINT
City or town, siale or province, coumry, and Z8° or foreign postal code F Total assets (see instructions)
€ Check ¥ Sch. M3 attached ] £

G Isthe corporation electing to be an S corporation beginning with this tax year? See instructions. || Yes | | No
H Checkif: (1) []Finalretum  (2) [ ] Mame change  (3) [ ] Address changs  (4) [ ] Amended return (5) [ ]S slection termination
| Enter the number of sharehalders who wene shareholders during any part of the tax year
Jd  Check If corporation: (1) [] Aggregated activities for saction 465 at-risk purposes  (2) [ Grouped acmmesm'aectlm -155 passive activity purposes

Caution: Include only rade or business incorne and expenses on lines 1a through 22. See the instructions for more information.

1a Grossrecelptscrsales|  blessretwmsandalowsnces [ cBalance 1e
o | 2 Costofgoods soldattach Form 1925-4) . . . . . . . . . . . . . . . L. L 2
E| 3 (Grossprofit. Subtract line 2 from line 1c . . L e o e ... 3
E 4 MNetgain I,'Iogs}flom Form 4797, Part Ilna17[altmh chr -!?"Q?} e &4 2,.\ T EVaY
6  Total hcm {lnse]. .A.dd Ilnas 3 'Ihmugh 5 S P [:]
T Compensation of officers {see instructions — attach an'l 112;5—E:| e e .. T
'E' &  Salaries and wages (less employment credits)  © . . . . _ . . L L ]
€| ® Repaisandmaimtenance . . . . . . . . . L L L L L L L Lo ]
E|10 Baddebts . . . . . _ _ . . . . . . . . . L . ... 10
;IIHents 11
@ | 12 Tawesanclloensars. Lo 12
§_ 13  Interest (zee instructions) . . . - - 13
AR Depreciation from Form 4562 not claimed on Fcu'm 1 125—#\. or etsewhere on rebum gaﬂacn Forrn -ﬂE&E; 14
E 15  Deplstion (do not deduct ol and gas depletion) . . . . . . . . _ . 15
B |16 Adwertising . . R .. e e e e e 16
2
- 17 Pension, prnln:—shumg atc pl.ans e e e e e 17
5 18 Employes benefit programs ~ _ . L. 18
B | 19  Energy efficlent commercial bulldings deduction [allac:h Forrn ?EDE; oo 18
g 20  Other deductions (attech statement) . e e e e e 20
21 Total deductions. Add lines T through 20- - . 21
22  Ordinary business income (loss). Subtract line 21 fmm e 6 Ce 22
#3a Excess net passive income or LIFO recapture tax (see ingtructions) . . . | #3a |
b Taxfrom Schedule D (Form 1120-8) . . . ) I F=
& Add lines 23a and 23b (see instructions for additional mmsj . - 23
% 24a Cumrent year's estimated tax pa:.rments and pmaedlng \,-ear‘ﬁ m-arpa:,menl
E credited to the cuwent year . . - 24a
b Tax deposited with Form 7004 . . L. 24b
g & Credit for faderal tax paid on fuals r,.n.tlax:n Fr_-rm mas) - 24e
E d Elective payment election amount from Form 3800 . . . . . . . . 24d
F z Add lines 24a throwgh 24d . . e . 24z
= | 25 Estimated tax penally (see |n31n.||::t|ms;p Chech: |I Forrn 2220 Iz Ettac:hed .- - [m} 25
26  Amount owed. If line 24z (s smaller than the total of lines 23c and 25, enter amount owed 26
27  Owerpayment. If line 24z iz larger than the total of lines 23c and 25, enter amount overpadid . . . a7
28 Enter amount from line 27 Credited to 2025 asti d tax Refundad . 2B
Under penaliies of perjury, | declare thai | have examined this retum, including @ccompamying schedules and statements, and to the best of my knowledge and
badied, it is tnus, corect, and complote. laraticn af preparer (Jther than taxpayer) IS tased an all infanmatian of wiech preganer has any knowiedge.
Sign Dz
My the RS ciscuss this retum
Here I with the preparer shown below?
Signature of afficer Date Titie Sea instructions. [ | Yes [ |No|
Paid PrintType preparer's name Preparer's signatune Date Eheck ':l i | P
soth-employed
u f omr Firm's name Firm's EIN
0 ﬂ"_'.' Fimmi's address Phane no.
For Paperwork Reduction Act Nolice, See separate instruclions. Cat. Mo 118104 Farm 1120-5 zo24
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MGIC SEB class notes MGIC

what s needed to retain other tncome?
1. Other lncome must be Lolentified

2. Need to understand how Lt Ls
related to the business

2. Need to have an expectation of
continuance or a history



Form 1120-S

Otherincome on Line 5

mortgage guaranty
insurance corporation

M Mo, 1545-0123
1120-S U.S. Income Tax Return for an S Corporation
Do not file this form unlegs the corporation has filed or (A

Deparment of the Treasury is attaching Form 2553 to elect lo be an S corporation, £‘U;24
Imemal Revenue Service Go b wewweirs. gowvFormn 1 1205 for instructions and the latest information.
For calendar year 2024 or tax year beginning , 2024, ending , 20
A S elsction efisctive date: Name D Employer identification num ber

TYPE
B Business activity cods Humber, strest, and roam or sufte no. f a P.O. bo, see instructions. [E Date incorporabed

number [see Nstnuctions) oR
PRINT
City or town, S1ale of province, Coumry, and J8F or fareign postal code F Total assats (se@ instructions)

€ Checic ¥ Soh. b-3 atached [ §

G Isthe corporation electing to be an S corporation beginning with this tax year? See Instructions. |_| Yes _| No

H Checkif: (1) [JFinal retum (2) ] Mame change (3) [ Acdress change  (4) ] Amended return  (5) [ 5 election termination

| Enter the number of shareholders who wese shareholders during any part of the tas year . . . . . . . .

J  Check if comporation: (1) [] Aggregated activities for section 465 at-risk purpases  {2) [ Grouped activities for section 468 passive actiity purposes.
Caution: Include anly trade or business incorme and expenses on lines 1a through 22. See the instrustions for mare information.

1a (Gross recsipts crs,aleg[ b Leas retume and sllowances l _ & Balance 16
. 2 Cost of goods sold (attach Form 1925-8) . . . . . . . . . . . . . 2
E 3  (Gross profit. Subtract line 2 from linelc. . . . . . . o . . . L . o . 3
] 4 Met gain flosa) from Fosm 4797, Part I, line 17 (attach Foem 4787 . _ . . . . 4
= | & Other income (loss) (see instructions—attach statement) . . . . . . . . . s | 20,000
6 Total income (Joss). Add lines 3throwgh s . . . . . - . . [
Form 11205, Page 1 Detail
Line 5 - Other Income
Ordinary income from partnership - Premier Auto Detailing 20,000

Total 20,000

. PrintsT prepEner s Fame Preparer's i Lne Dt . [
Paid bl gra Check [ if
sef-empicyed
Preparer - -
u Oﬂl‘j' Firm's name Firm's EIN
fa Firm's address Fhane no.
For Paperwork Reduction Act Nolice, see separate instructions. Cat. Na. 118104 Farm 1120-5 po2gy
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MGIC

4. | have passthrough income on a 1120-S from another
company showing on Line 5. | am trying to retain this

income. What documentation is needed, and what should
| look for?

mortgage guaranty
insurance corporation



mortgage guaranty
insurance corporation

MGIC

| have passthrough income on a 1120-S from another
company showing on Line 5. | am trying to retain this
income. What documentation is needed, and what should
| look for?

/Look for the Schedule K-1s for company B and verify
that the ordinary income is supported by the
distributions. If the percentage of ownership interest is
greater than 25%, then, depending on the investor, you

\might need business returns for company B.
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Schedule K-1 for company B

mortgage guaranty
insurance corporation

Schedule K-1 SR
)]
(Form 1065) é \.J24
mt of the Treasury

Internal Revenue Servics For calendar year 2024, or tax year

Final K-1 || amended K-1

BE5LL23

ORIB Nao. 1548-0123

rtner's Share of Gurrent Year incoma,
and Other ltems

Ordinary business incoma (joss)

20,000

besgirning ¥ ! 2024 encling J / L |

et rental Feal estate income (ioss)

Partner's Share of Income, Deductions,

14

Sel-employment samings Joss)

3 |Other net rental incoms (loss) 16 | Credits
Credits, etc. See separate instructions.
[N Information About the Partnership 43 | Guamntesd payments for serdces
A Parinership's employer idenbficabon number
4b | Guaranieed payments for capital 16 | Schedule K- s attached
: - pprmimim, ardl 2P code kel . - - - - W
PREMIER AUTO DETAILING 42 | Tetal guaranized payments 17 | Alternatve mirmum x [AMT) itoms
B | interest income
GBS center where partnership filed reburn:
D j Check i this is & publicly traged partnership (FTF) Ga | Ordinary dividends
Ul Information About the Partner
E  Pariner's 54 or TIN (Do notuse TIN of a disregarded emity. See instructions) | Bt | Cualfied drigends 18 | Tax-mwempd incoms and
nondeductible mpenses
F Bame address, city, stafe, and 21P codeYpr parines entered in B See rstnuctiors. | B2 | Unadend equralents
SPEEDY REPAIR SERVICES
7 | Acyalties
6 [ ] tSeneral parneror LG [[] umfed pariner ar other LLE: B | Met sharl-term capital gain (oss]
mesmber-manager merminer 18 | Distnbutians
H1 ] Domestic partreer O Foreign partner Ba | Met lang-term caphial gan (css) A 20,000
Hz j If the partrer is a disregarded entity (DE], enter the pariner's:
TN — 8b | Codlectibles (28%) gain [iess)
11 What type of entity is this partner? 20 |Crher indormation
B2 If this pariner is a retireent plan (IAASES Keoghieto ), check hene ] | = | Unrecaptured section 1250 gain
J  Partner’s share of profit, loss, and capital (see instnactions):
f_m Eodoo 10 | Met section 12317 gain {loss)
Prodt 25 % 2h %
Loss 25 % 75 % 11 | Other incoma (loss)
Captal 20 %
Chesci if decrease |s due ba:
:I Sake or :‘ Exchange of parinersiip interest. See instructions.
K1 Partrer's share of lizbiites: 12 | Section 173 deduction 21 | Foreign bames paid or sooned

Beginning Ereding
Morvecourse . . & |$

B T [T T Ty —— |

12

Crher deductions
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Schedule L

Mortgages due in less
than 1 year

mortgage guaranty
insurance corporation

Form 1120-S 20249)

£

qu‘

Total amount

Shareholders' Pro Rata Share Items (continued)

17a Investment income .
Investment expenses

aov

Dividend distributions paid from aocunulated eamngsand proﬂts
Other items and amounts (attach statement)

17a

17b

17¢c

cillation |Information

Recon-

§oouaubacga

-
-
-2

an_pe
cbf o

NRRRBRNRBEEIS

18 In (loss) r ciliation. Combine the total amounts on lines 1 through 10. From the result,
subtract the sum of the amounts on lines 11 through 12e and 16¢ S

18

Balance Sheets per Books

Beginning of tax year

End of tax year

Assets

Trade notes and accounts receivable
Less allowance for bad debts .
Inventores .
us. govemmemobhganons. &t %
Tax-exempt securities (see lrmmcbona)
Other current assets (attach statement) .
Loans to shareholders .
Mongageandrealestateloans -
Other investments (attach statement)
Builldings and other depreciable assets .
Less accumulated depreciation
Depletable assets 5 a
Less accumulated depletion .
Land (net of any amortization) .
Intangible assets (amortizable only) .
Less accumulated amortization
Other assets (attach statement)
Total assets - .

u.bm.nd&\nrohddon Em
Accounts payable . .
Mongagesnotesboodspayablemle&mmlyw
Other current liabilities (attach statement) .
Loans from sharehoiders . .
Mmgages.notes.bondspayaueniyearorme
Other liabllities (attach statement)
Capital stock . e & e
Additional paid-in capital
Retainedeamings . . . . . . . . .
Adustments 1o shareholders’ equity (attach statement)
Less cost of treasury stock . e
Total labilties and shareholders' equny

)

®)

()

09,4UU

)

Form 1120-S 2024




MGIC SEB class notes MGIC

what are the benefits of determining
business ligquidity?

1. Supports the use of ordinary tncome from
Schedule K-1

2. Owmits mortgages/wotes/bonds due tn
less thawn 1.2 mownths

3. Alleviates concerns of use of business tncome from
cash flowing

mortgage guaranty
insurance cor poration

46



MGIC
Liquidity
Worksheet

mortgage guaranty
insurance corporation

Liquidity Worksheet
NOTE: If there are no business liabilities, results will reflect N/A, indicating adequate liquidity.
m J & Property Solutions Completed by: W -
Schedule L - Assets Input the Year(s): 2024
1 | Cash: Line 1, Columnd S 12,100.00
T Trade notes and accounts receivable, less bad debt: Line 2b, Column d S 28,820.00
3 | Inventories: Line 3, Column d S 12,000.00
4 | Other:
5 | Total Current Assets: S 52,920.00
Schedule L - Liabilities 2024
6 | Accounts Payable: Form 1120S Line 16/Form 1065 Line 15, Column d S 25,200.00
T Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17/Form 1065 Line 16, Columnd  § 20,400.00
T Other current liabilities: Form 1120S Line 18/Form 1065 Line 17, Column d S 3,000.00
9 | Total Current Liabilities: S 48,600.00
Current Ratio 2024
Total Current Assets: Row 5 - Assets above S 52,920.00
Total Current Liabilities: Row 9 - Liabilities above ) 48,600.00
[ Current Ratio: in general, a ratio 2 1 demonstrates adequate liquidity .09
~———__—
Quick Ratio 2024
Cash, notes, accounts receivable (less bad debt) & other: Rows 1, 2 & 4 - Assets above S 40,920.00
Total Current Liabilities: Row 9 - Liabilities above ) 48,600.00
[ QUiCk Ratio: in general, a ratio 2 1 demonstrates adequate liquidity
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MGIC

5. | have another question on this loan. | am trying to use
my calculated liquidity test to not have to deduct
mortgages due in less than 1 year. The current ratio is >1
and my quick ratio is <1. Should inventory be included in
this assessment?

mortgage guaranty

insurance corporation 48



MGIC

| have another question on this loan. | am trying to use my
calculated liquidity test to not have to deduct mortgages
due in less than 1 year. The current ratio is >1 and my
quick ratio is <1. Should inventory be included in this
assessment?

/Wow, that loan is really giving you a run for your money
. .. Inventory should not be included when looking at
assets to support not subtracting a mortgage due in
less than a year. Can you ask for more information

\regarding the note? Perhaps it rolls over each year?

mortgage guaranty
insurance corporation 49



SAM Cash Flow Analysis Worksheet

X | SCORPORATION Name: SPEEDY REPAIR SERVICES 2024 2023
SCHEDULE K-1

37  Ordinary Income (Loss): LINE 1 If = Distributions see additional requirements. A S 132,550.00 5 142,000.00

33 NetRental Income (Loss): LINES 2 & 3 If = Distributions see additional requirements. A
SUBTOTAL LS apss000 L w0 |
FORM W-2

39 Wages: W-2, Box 5 (in general) I S 85,750.00 I I 5 105,000.00 I
FORM 11205

10 Deduct nenrecurring income/add nonrecurring loss: LINES 4 & 5 !

41  Depreciation: LINE 14 5 25,750.00 5 17,500.00

42  Depreciation (FORM 8825): LINE 14

43 Depletion: LINE 15

na  Amortization/Casualty Loss (only if noted): from attached statement

45  Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 17, Column d X { ) ( )

M6 Non-Deductible Travel and Entertainment Exclusion: Schedule -1, LINE 3b ! (s 2,500.00 ) (s 2,200.00 )

SUBTOTAL § 23,250.00 5 15,300.00

47  Multiplied by Ownership Percentage 50.00% 50.00%

Shareholder's Total Share of Income (Loss) I 5 11,625.00 I l § TIGSO.OO I

$229,925

/12 =$19,160

$254,650
| n2=$21,221

DECLINING INCOME

50



Declining income ... Now what?



If the trend is declining, the
income may not be stable.
You must conduct
additional analysis to
determine if any income
should be used, butin no
instance may it be averaged
over the period when the
decline occurred.
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Declining income -
What should you
request?

. YTD P&L

. Balance sheet

. Letter of explanation
. Additional tax returns

. 3-6 months of bank

statements

. Additional supporting
documentation




Yikes! The ratios do not meet the guidelines.

lil. Underwriting Information

Lirderariters Marme Apyrara’'s Mo ioanes 4 Apprarsal Comgany hame

Stable Morthly Income Fresent Housing Payment: g

Bormwer CoBomower Tokal Froposed Monthly Paymernts

Bere Incore % 19,160.00 % & 19,160.00 Borrowvr's Frirrary Resdence

Cther Incore 5 5 5 0.00 Firsl Mbrigeoe P&l § 6.621.00

Posithee Cash Fow 5 5 $ 0.00 Secord Morlgage P8I §

{sLject property) Hezard Ireuranoe % 437.00

Toi Incores g 19,160.00 § 0.00 $ 19.160.00 Tewss $ 593.00
Morigege Insranos

Cuslifying Ratics LoantoValue Ratios HOAFees 3

Prirrary Howsing Expersaincoms 3183 % LTV &0 % LesseSiound Rent g

Tkl Obligalions.incoonme B{ 02 (o CLTWTLTV 80 % Ot ]

Dett-be-Housing Geap i [Freckle) T HOLTWHILTY - & Tetal Firery Housing Experss §7E51.00
Oher Obbegaions

Cuialifying Rate Levwel of Property Review Megelive Carsh Flow $

[ Mobe R % [ Esesorinero (subject roperty)

o %% Bbowve MNote R T[] Extedor Crily Al Cthwer Monlily Payrrents § 2.125.00

(&) % Brslow Nole Rl % [ Appraisal Total Al Merthiy Payments § 9.776.00

(] Bougi Donn Fale T Form Mrbes

O Cther % Baorrower Funds to Closs
b werard [

mortgage guaranty
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MGIC

6. I’'m so sorry to bother you, but I’m struggling with a high
debt-to-income ratio on this loan. If | obtain a YTD P&L
provided by the CPA firm on their letterhead, can | use the
P&L income in my income calculation?
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MGIC

I’m so sorry to bother you, but I’m struggling with a high
debt-to-income ratio on this loan. If | obtain a YTD P&L
provided by the CPA firm on their letterhead, can | use the
P&L income in my income calculation?

/
Hi again, Jay. Just because the YTD P&L is on the CPA

letterhead, it does not make it audited. Those are
extremely rare and, therefore, you should not include
the YTD figures in your income calculation.

N
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5.4

Phone call to borrower



List of items requested from borrower:

. Explanation of NOL

. Copy of note (mortgages due < 1 year)

. Explanation for declining income

. YTD P&L statement
. 3 months of business bank statements

. 12 months of cancelled checks — business pays auto leases

. 2 months of bank statements verifying an additional $30K




Email from borrower

mortgage guaranty
insurance corporation

o™

File Message Insert Draw Options Format Text  Review Help

B I UZ-+A-v-w I+ >+ F @ M-

EEI v |.Aptos(Bod},r) v. |.H V.

E- | To | lay.LoanOfficer@anybank.com:
G
Send —
Subject Answers to your questions @ No Label ~

Good afterncon, Jay,

| have just uploaded the documentation that you requested during our phone call and your subsequent email. The only missing item is the
bank statements for the additional $30K needed for closing. This is still pending.

You will note from the letter of explanation, that the business purchased additional auto parts in preparation for a new service contract that
we obtained in the last quarter of 2024. Although it may appear that the profits went down, this was due to the cost of goods allocated in
2024, This was in preparation for an expansion and expected higher profits for 2025.

Thank you

Referral Borrower
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5-step process

1. 2. 4. S.

Assess Cash flow Validate Determine
business taxes P&L income

mortgage guaranty
insurance corporation
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MGIC’s P&L Statement

Analysis

Profit and Loss Statement Analysis

MGIC

S Corporation Cash Flow

Use of this information is discretionary. FOLLOW INVESTOR GUIDELINES.

X ] S CORPORATION

Speedy

Time Frame (i.e., YTD, quarterly):

Date From:

Date Paid Through:

MNet Income:

Deduct nonrecurring income:
Add nonrecurring loss:
Depreciation:

Depletion:
Amortization/Casualty Loss:

Other:

SUBTOTAL
Multiplied by Ownership Percentage:

Shareholder's Share of Income (Loss):

Wages:

Total Income:

Meonthly Income:

O ] S CORPORATION

| SAM | Liquidity | Comparative

P&L Help Doc Microsoft Instructions




Cash flow
YTD P&L

mortgage guaranty
insurance corporation

Profit and Loss Statement Analysis

X | SCORPORATION

SPEEDY REPAIR SERVICES

Time Frame (i.e., YTD, quarterly):

Date From:

Date Paid Through:

Met Income:

Deduct nonrecurring income:
Add nonrecurring loss:
Depreciation:

Depletion:
Amortization/Casualty Loss:

Other: Meals

SUBTOTAL
Multiplied by Ownership Percentage:

Shareholder's Share of Income (Loss):

Wages:

Total Income:

Monthly Income:

YTD
1/1/2025
a/15/2025
g 67,250.00
( ) |
3 8,750.00
g (535.00)
g 75,465.00 g
50%
g 37,732.50 g
3 40,000.00
g 77,732.50 g
g 22,209.29 g
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Comparison of YTD and prior years

Profit and Loss Statement Analysis

Evaluate business income as required by your investor.

SAM Cash Flow Analysis Worksheet

MGIC

X | SCORPORATION SPEEDY REPAIR SERVICES
Time Frame (i.e., YTD, quarterly): YTD
Date From: 1/1/2025
Date Paid Through: 4/15/2025
MNet Income: 5 67,250.00
Deduct nonrecurring income: ( | |

Add nonrecurring loss:

Depreciation: 5 8,750.00

Depletion:

Amortization/Casualty Loss:

Other: Meals 5 (535.00)
SUBTOTAL s 75,465.00 s
Multiplied by Ownership Percentage: 50%
Shareholder's Share of Income (Loss): 5 37,732.50 5
Wages: 5 40,000.00
Total Income: 5 77,732.50 5
Monthly Income: 5 22,209.29 5

INCOME HAS STABILIZED

mortgage guaranty

insurance corporation

| 5 CORPORATION Name: SPEEDY REPAIR SERVICES 2023 202
SCHEDULEK-1
37  Ordinary Income (Loss): § 132,550.00 ] 142,000.00
38 NetRental Income (Loss):
SUBTOTAL § 132,550.00 § 142,000.00
FORM W-2
39 Wages: 5 85,750.00 ] 105,000.00
FORM 11208
40 Deduct nonrecurring income/add nonrecurring loss:
41 Depreciation: 5 25,750.00 5 17,500.00
42 Depreciation (FORM 8825):
U3  Depletion:
la  Amortization/Casualty Loss (only if noted):
Mortgages or Notes Payable in Less Than 1 Year: ( ) ( )
6 Non-Deductible Travel and Entertainment Exclusion: [s 2,500.00 ) s 2,200.00
SUBTOTAL $ 23,250.00 $ 15,300.00
47 Multiplied by Ownership Percentage 50.00% 50.00%
Shareholder's Total Share of Income (Loss) § 11,625.00 $ 7,650.00
$229 925 _ §254,650
M2 =%15,180 : M2=%21.21
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5-step process

1. 2. 3. 9.

Assess Cash flow Cash flow Determine
business taxes P&L income

mortgage guaranty
insurance corporation




1. Compare to prior year’s tax filing
2. Support with LOE if needed

3. Validate with bank statements if needed

mortgage guaranty
insurance corporation




Comparative

Income Analysis

Does this
support the
LOE provided
by the
borrower?

mortgage guaranty
insurance corporation

Comparative Income Analysis Worksheet

MGIC

‘Caloulading trend rafioc. whikoh arc froen ores pear fo e nead, Ic an
drve way to L] OF @rowdh of & DUCINESCE.

User tips for macro-free version:
» Bl faw pasne) froen bucknsce nedunn soed srder sgepilosdls lires B
= [Ervdar dade of Hhee YTD FEL; woricheed will sofomediosilly smrusllzes

- VDY s for
CE i bomas on unper baf corner. Ues 4 fo ool vt and 2 o midden -
Ve of $hic e v. POLLOW INWVE $TOR OUIDELINE &
T PEEDY REPAIR SERVICES oete: [N srusilzstion Dade
Coempladed By
sieod the Veanc): o PEE 2024 BODE
Sroct Feosipt faler ] 426000 ] ATED00 ] 142 260
Gross Receipts/Sales £ 425,000 $ 475,000 $ 491,143
% Change +12% +3%
Gross Income 5 425,000 $ 475,000 $ 491,143
(Gross Receipts/Sales - Returns & Allowances)
% Change +H2% +3%

Cost of Goods Sold (C

% Change

Expenses s 200,000
(CGS + Total deductions/Total expenses)
% Change +29% 16%
Gross Profits $ 350,000 $ 347,500 $ 420,000
(Gross Receipts/Sales - Returns & Allowances - CG3S)
% Change -1% +21%
Taxable Income L1 225,000 +53% = 1 192,500 +41% = s 273,857 +56% =
% Change -14% +47%
*Annual % of Expenses compared to Gross Income **Annual % of Taxable Income compared to Gross Income
|0)0)]



5-step process

1. 2. 3. 4.

Assess Cash flow Cash flow Validate
business taxes P&L P&L

mortgage guaranty
insurance corporation
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What income should | use?



mortgage guaranty
insurance corporation

Cash Flow Analysis Summary

2024

2023

MGIC

Schedule K-1 SPEEDY REPAIR SERVICES 5 132,550.00 142,000.00 11,045.83 12
] W-2Wages SPEEDY REPAIR SERVICES 5 85,750.00 105,000.00 7,145.83 12
] Form 11205 SPEEDY REPAIR SERVICES S 11,625.00 7,650.00 968.75 12
] § Corporation SPEEDY REPAIR SERVICES Subtotal 5 229,925.00 - 13,160.41

CORPORATION CASH FLOW SUBTOTAL:

] W-2 Wages S - - - 24
o Form 1120 5 - - - 24
] Corporation Subtotal S - - -

Average Monthly Cash Flow (Total) 19,160.42

Comments f Notes {For a new line, hold Alt and press Enter]

12 month average of 2024 was used due to declining income. YTD P&L dated 4/15/25 shows busiess earnings have
stabilized. Borrower has provided LOE indicating that year end purchase of good in 2024 was cause of declining income
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Do | have everything | need to omit debt?



mortgage guaranty
insurance corporation

MGIC

7. One last question on this loan (I promise). The borrower
has provided 12 months of cancelled checks to prove that
the business pays the 2 auto leases shown on the credit
report. Is that all that is needed to omit these debts?
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MGIC

One last question on this loan (I promise). The borrower
has provided 12 months of cancelled checks to prove that
the business pays the 2 auto leases shown on the credit
report. Is that all that is needed to omit these debts?

Glad to hear that you were able to obtain evidence that
the business pays those large auto lease payments.
Make sure that the accounts have been paid on a timely
basis and that the tax returns evidence the reporting of
the debt paid by the business.

J/
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e 1120=8

Depariment of the Treasury
inmomal Arenue Sorvice

U.S. Income Tax Return for an S Corporation
D ot file this form unless the corporation has filed or
is attaching Form 2553 to elect to be an 5 corporation.

Go o www.irs.gov/Form T 1208 for instructions and the latest information.

OKS Ko, 1535-00123

2024

For calendar year 2024 or tax year beginning

, 2024, ending

.20

A 5 plection effective date

Hame

D Empdoyer identificabion number

B Business achvity oode Y P | ember, street, ard rmam or sufte no. f a P.0. box, ses instractions. E Daie incorporabed
mumber [see st tions) oR
PRINT

City or bown, state or province, country, and 28 or foneign postal code

€ Check i Sch. k-3 attached ||

F Total assets (see instructions)
3

G Is the corporation electing to be an S corporation beginning with this tax yesr? See instructions. | | Yes | | Mo
H Cheackif: (1) [|Finsiretum (2) [ ]| Mame changs (3) [ | Address change  (#) [ ] Amended return (5] [ ]S skection teemination

| Enter the number of shareholders who were shareholders during any part of the tax year

J Check if conporation: (1) [_] Aggregated activities for saction 465 at-risk purposes  {2) ] Grouped acm“tlesior =saction 455 passive activity purposes

Caution: Include only trade or business income and expansas on lines 1a through 22_ See the instructions for mone mlomation.

1a (Gross recaipis or salkes
Cost of goods sold (attach Foem 1925-8) . _ . . . . - _ . . . _ .
Grosa profit. Subtract line 2 from line 1 . . . L. L L
Meat gain (koss) from Foom 4797, Part I, line 17 Laltach Fonﬂ n?B'.'_l Lo Lol
Oithver iIncome (loss) (see instructions— attach statement) . . . . . . . . . .
Total Income (loss). Add lines 3 throsgh 5 . o

Income

b Less retieme and slowances ¢ Balanca 1

Compensation of officers {ses instructions — attach Fnrm 1 1?&E:| L.
Salares and wages (less employment credits) . . . . . . . . L _ L
Repairs and maintenance . . . . . . . . . . L . P
Bad debts C e e e e e e e e e e e e e e e e e e e
Rents . . . . . . . . . . . . o . L L L o L ..

-
-0 - R )

lmitatons)

15 Deple'hm ldo not dadl.u:l nI and gas deplaﬁonl e e e e e
16  Adwertising . . - . S oo
17 Pemslon, profit- snang. e, pl.a.ns e e e e e e e e e

Employes beneft programs . . . . . . . . . . .
PP S——", o F— = P

Boduy ions (sea instrtional
-
@

20 Other deductions (attach statement) . . . . . . . - _ . . . _ _ -

=2 Ordinary business income llossj.aumact line 21 fromline s . . . . . .

23a Excess net passive income or LIFD recapture tax (see instructions) .
b Tax from Schedule D (Foem 1120-5) . . . . -

€ Addlines 23a and 236 (g inatructions for additional uues:l . - 23
E 24a Cuvent year's estimated tax pa:,rrnents and preoecllng yeal‘s overpayment
E credited to the curent year . . - - e e . 248
b Tax deposited with Form 7004 . - 24b
& & Credit for faderal tax paid on fusls r,ar.lsch an'n -!1:16) - 24c
E d Elective payment election amount from Form 3800 . - 24d
= z  Add lines 24a through 24d . Lo P 24z
= | 25 Estimated tax penally (see |n51ru|::tms;p Check |I Fc-rrn 222D s aﬂa:hed e R | 25
26 Amount owed. If line 24z s smaller than the total of lines 23c and 25, enter amount owed . _ 26
27 Overpayment. If line 247 iz larger than the total of lines 23c and 25, enter amount o-.nerpa.-cl - 27
28  Enter amount from line 27:  Credited to 2025 esth d tax ded 28
Under penalties of perjury, | declare that | have examined this retun, including accompanying schedules and statements, and ta the best of my knowledge and
Sign beliet, 1t is true, comect, and complete. Declaration of peeparer (other than taxpayer) is based on all information of which preparer has any knowledge.
May the BRS discuss this retum
Here | with the preparer shawn bekaw?
Signature of afficer Date Title Soe instructions. || ¥es | |No|
Paid Print/Type preparer’s name Preparer's signatune Date Check [ ] # | FTH
seft-ampdcyed
Preparer - -
Use Only Firm's name Firm's EIN |
Firm's address Phane no.
For Paperwork Reduction Act Nolice, see separate instructions. Cat. Na. 11510H Farm 1120-5 zoza

mortgage guaranty
insurance corporation

Confirming that the
business paid the debt

1. Auto loan payments listed as
Interest deductions

2. Auto lease payment will be on
a separate schedule
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What’s this? The borrower wants to use
business assets for closing!



Email from borrower

mortgage guaranty
insurance corporation

2 O - = Assetdocumentation - Messoge (HT..

File Message Insert Draw Options Format Text Review Help
(G ~ < | |Aptosody) ~| 11 v~ B I U & ~ A ~« - _ B~ @ « &~ ‘ (B) ~ ‘ [ | e
A W

o Jay.LeanOfficer@anybank.com

=4

Send

C

i

Subject Aczcet documentation @ Mo Label ~

Good morning, Jay,

| was working on getting you the copies of the asset statements from my investment account. This has been hampered by the fact that my very
efficient wife has packed all of our important documents in preparation for our move to the new house.

| was thinking though, since | have already provided you with the most recent business bank statements, which show assets in excess of the
money needed for closing, can we simply say that | will be using business assets for the remainder of the funds needed?

Let me know. At this point, | feel like | have provided you with everything except my first-born son.

Thanks

Referral Borrower
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8. Please don’t kill me. My borrower now wants to use
business assets for the missing $30K for closing, as he
has already provided 3 months of business bank
statements. Can we use those funds and get

cleared to close?

MGIC
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MGIC

Please don’t kill me. My borrower now wants to use
business assets for the missing $30K for closing, as he
has already provided 3 months of business bank
statements. Can we use those funds and get

cleared to close?

/Jay, this change will result in the loan going back into
underwriting. | seem to remember that you were really
tight in your liquidity ratio calculation. If the borrower is
going to use business funds for closing in the amount
of $30K, then that amount would need to be deducted
during your liquidity test. | don’t think that is going to

\Work in this case.

J
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Thanks for your help!




Purpose of cash flow analysis MGIC

Verify qualifying income that is:
e Stable

* Likely to continue
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MGI‘ Rates Underwriting Ordering Training Tools Mortgage

Servicing Connects

Self-employed borrower and income analysis
calculators

Editable and auto-calculating worksheets fitted specifically for loan officers and mortgage pros.

Gain instant access to MGIC's
enhanced self-employed borrower
and income analysis calculators

« Rental income calculato

Updated for 2024:

« Employment and other income calculato

Gain access now »




SEB and income analysis
calculators and resources

MGIC > underwriting > seb >

MGIC
worksheets

We recommend you use the macro-enabled
with m To learn more, download our

All-in-one calculator All-in-one calculator Income calculator Mew Rental calculator New

All-in-one All-in-one

mortgage guaranty
insurance corporation

self-employed
income calculator
Full workbook

All-in-one self-employed
ated for

TP
ncluding
uidi

sl ieres

imnens e lenlat

self-employed Employment

income calculator
Condensed version

incon
tax year

_— > .

P oy P

and other income
calculator

Employment & other income Rental income ¢
calculator updated for tax

Infographic

el MGIC

Calculator
FAQs




Webinar series: Analyzing Self-Employed Borrowers

Getting Started & the Sole Zeroing in on Partnerships & Focusing on Corporations &
Proprietor Col ions LUCs Financial Statements

mgic.com/seb-webinars

Looking &t Income frox Evaluating & Calculating Overcoming Tough
Farming Rental Income u wne Challenges

mortgage guaranty
insurance corporation




Dig deeper

mgic.com/magic-minutes

mortgage guaranty
insurance corporation

Magic Minute
series

Count on MGIC's on-demand videc
mortgage industry knowledge in 1

Analyzing
Income

This new trainir]
confidently cal
income of a sel

)

Analyzing Self-

Employed Income

This new training series helps you to
confidently calculate the qualifying
income of a self-employed borrower
and determine your borrower’s ability
to make mortgage payments in the
future.

Explore the senies »

rning

bs you better
age insurance
lan to choose,
borrowers



http://www.mgic.com/magic-minutes
http://www.mgic.com/magic-minutes
http://www.mgic.com/magic-minutes
http://www.mgic.com/magic-minutes

MGI‘ Underwriting Ordering / Servicing Training Mortgage Connects About MGIC

Magic Minutes training series

MGIC > training > Magic Minutes Training Series

Analyzing Self-Employed Income

Calculating the qualifying income of a self-employed borrower can be challenging. T videos can help you to better analyze if
the business will continue to generate and distribute income, and whether your borrower will be able to make future mol
payments.

Analyzing S Analyzing S Analyzing s Analyzing
Self-Emp), Self-Empl Self-Emp), Self-Empl
Income o Income Income @ Income
A
Magic Minutes

Magic Minutes n-.um

Business structures Documentation requirements Cash flow analysis

ered self- diffe ne > or he idering the nature
requirements s 10 > : ddie sntatic a bus| when conducting

S a bus

st. A
ial health by using the 5

termining liquidity

Watch it on YouTube » Watch it on YouTube » Watch it on YouTube » Watch it on YouTube »

Analyzi - ls Y m § |$ Y Analyzing Analyzing
Self-Em Self-E
Income n (\/\ Incame xn £ :) Is:::‘::".n ( ) Incom':p‘

mortgage guaranty
insurance corporation




Get a free Ml quote Explore training | Connect
PN & special events | MGIC account manger
Mn mgic.com/contact
mgic.com/MIQ mgic.com/training Training email

training@mgic.com



Thank you for
choosing MGIC

mgic.com

MGIC
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