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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the information may be outdated due to the rapidly changing nature of the residential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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Purpose of cash flow analysis MGIC

Verify qualifying income that is:
e Stable

* Likely to continue
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Subjectivity or “gray areas” in lending

* Fuzzy

 Vague

e Ambiguous

 Opportunity for error or quer ti ’,
* Difference of opin °r.

e Tire .o urir ¢ .. casiertosay“no”

mortgage guaranty
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Intent or spirit of guidelines

 Easierto identify questions and additional documentation
* Easierto explainto others

* Easierto present to next level with recommendet Lt
 Grows base of understanding a2 *2 :x 2 «rnce

* Directs explanation ~* ¢ 2 ‘omn tur Tuture review

mortgage guaranty
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5-step process

1. 2. 3. 4. S.

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

mortgage guaranty
insurance corporation
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Loan
Application

1c. IF APPLICABLE, Complete Information for Additional Employment/Self-Employment and Income [[] Does not apply

Employer or Business Name SPEEDY REPAIR SERVICES Phone ( 999 ) 909 — gaga | Gross Monthly income
Street 123 Main Street Unit # e SL /month
City Anytown State FL [¥] ZIP 88888 Country Osciine 5 S
Bonus 5 /month
Position or Title OWNER Check if thils statem?nt Tpplie;: Commission $ Jmonth
T [7]1am employed by a family member, . -
Startate Tl /S50 AITERRTT (mavidiy) property seller, real estate agent, or other Military
How long inthisline of work? 4 Years  Months party to the transaction. Entitlements S /month
= - . Other 5 J/month
[[] 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 TOTALS  0.00/month
mortgage guaranty
insurance corporation 12
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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.

mortgage guaranty
insurance corporation
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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.

Thanks 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.

14
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1.

Assess
business

Will the business
continue generating
and distributing
sufficientincome to
enable the borrower to
make the payments on
the requested
mortgage?

7/24/2025
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What is the stability of the
borrower’s income that is
derived from the business?

Is there a demand
for the business
product or service?

mortgage guaranty
insurance corporation

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

16
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NOL

On Schedule 1

mortgage guaranty
insurance corporation

$1040 53 indvidua incoms Tax Retum | 2028 cuore secrs] ovmon-ovmeesesmessmseee

Veur Tt e 3l Mo sl

Wt retum, spoute’s irst name and mode
Homa 303700 Pumter 3 et ¥ you P
Gy, tomn, o post office. If you have  feren]

For e yaur Jan. 1-Oc. 31, 7004, o o ta o bageeg 204, anteg_ Y [T —
Cast rame Yo s secunty mamber
J==i}
e
HEDULE 1 OMB No. 15450074
?ch 1040) Additional Income and Adjustments to Income —
20
Oepartment of e Trestary Attach to Form 1040, 1040-5R, or 1040-NR. A o
et
Nameis) shown on Form 1040, 1040-SA, o 1040-NR Your social security number

Filing Status z]J:'--\m-
Married fiing jont}
Chc
o L] Married fiing sepof
I you checked the MF|
Qualtying person is a
[ 1 wwating a nenred
their name (see ing

Digital Al any time duning 2024
Assots exchange. or otherwiss 4

Total amount trom|
Hausshold empioyf
Tip income not repy
Medcae waner pf

For 2024, muhmxmmmmﬂmﬂ!MKMwnwmnmamm
ftems soid at a loss. .

WMrmmmmnlnymmmemKmummmmmmmmmm
099

nature of the transaction. See www.irs.gov/1|

Additional Income

Taxabie refunds, credits, o offsets of state and local income taxes .
Asmony roceived . .

Date nlmﬂmummmmt(m
Busingss income of 0s8). Altach Schedule C .

Other gains or (losses). Attach Form 4797
Rentai real estate, royaities.

u‘|§..

parinerships, S corporations, frusts, eic. Altach Schedule
Farm income or (oss). Attach Schedule F . . . . . . . . . .. L
Unemployment compensation . .

i...'““m;"::;'m .. .............. |k25,000

Cmcalamnoioou

Fa-mwnedmmucl.snnmnFum?s&S

Income from Form 8853 .

Income from Form 8889 .

MPMFMM

Jury duty pay

Prizes and awards.

Employer-proviced
Wages from Form
Other eamed incor
Nontaxsbie comb
Add lines 1a troul
Tax-exemet intered

engaged in for profit incoma

y
Stock options.

--:a*ogev-"'"“'“vh"‘

Incoma from the rental of personal property i anm!w
pmlsmnnmmnmﬂdm:mmnpmpmy o

Olympic and Paralympic medais and USOC pr y (seo
Section 951(a) inchusion (see instructions) .. -

22ige 2ozl

Section 951A(a) inclusion (s0e instructions) .

Section 461() excess business loss adjustment

IRA distributions
Pensions and anndy
Socisl securtty ber)
H you elect 10 use
Capital gain or fioy
Additional income
AGd lines 12, 20, )
Adpstments o inc|
Sublract line 10 Ird
Standard deducty
Quaiited usness
Add lines 12 and
Subiract line 14 ird
For Discionurs, Privacy Act, 8nd Paperwork|

from an ABLE account see insinictions)

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

“"ovesgy

Mmmtolmmmnmmramim m
Taorid s

Pmammlmowwwmmmumul
nongovermnmental section 457 plan . .

Wages eared while incarcerated

wammamvﬁwwmms«
instructions.

2 Ble (¢ |@

2 Other income. wwmlndmm

8z

9 Total other income. Add lines 8a through 82 . .
10 an_|w7mam-mwm Enter hero and on Form 1040,
1040-SR, or 1040-NR. line 8 . .

mwmmmmmmmm Cat No. T1479¢

‘Schedule 1 (Form 1040) 2024
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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

mortgage guaranty
insurance corporation

AP
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MGIC SEB class notes MGIC

Whew con You acd back tn NOLS?
1. unlikely to reocour

2. Associated with the business

2. Affects business cash flow

mortgage guaranty
insurance corporation
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SCHEDULE C Profit or L F Busi Sonedue G (Famm 1040) 2023 Pae2
(Form 1040) [Sele Proprietorship) XX Cost of Goods Sold (see instructions)
Yruiiy 1040, 1040-SR, 1040-58, 1040-NR, or 1041; partnerships must generally fle Form 1085,
rtemsl Reverue Servco Sequence tio 00 33 Methodis) used to
Mame of proprietor “Social securlty number (SSM) value closng mventory. a [ cont b ] Lower of cost or market &[] Other (attach explanation)
U Wasthere costs, opening and closing inwentory?
A Privcips business of profession, MEOIg POOUCE Of SErce (568 MEtruction) 'S Enter code from insvoctons. It "Yea,” attach axpianation . o A e o ves [ e
i
On Schedule C T s o e St et % o SOPP—
| 5 U 3 0 1 )
£ Business schess inchuding sute or room na) 36 Purchases less cos of items withdrawn for persond use
ity towin ¢ state, and 2P code
F Accountingmethod (1) []Cash @ [JAcous (3 ) Oter (soeciy) 37 Cost ol fabor. Do not inchude any amaunts paid o yoursel .
G Dayou materialy particpate”in nq 20237 I "No,” see Torlimtonlossss . | Yes LINo
H I you started or acquired this business during 2023, check here. ¥ i % EEE PR | 38 Materials and supples
I Did you 10997 i oo v o OYe ONo
g i Yes” oid you o wil you tis Formis)10097 ; i Ess Llves [INo 39 Othercosts.
Income
1 1 1 y 40 Add ines 35 thecugh 38
rumwzmn'suunymume box on that form was checked e i O | 60’OOO
2 Retums and alowances . 2 4 ivenoystendolyesr . . . . o - . L e
3 Subtactmezwominel . . )
4 Cost ol goods soid (rom kne 42) 4 42 Costof sold. from ne 40. Enter the result here and on line 4 L N 2
5  Gross profit. Subvact ine dtrom line3 . . 5 Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on lina 9 and
& omlmmmmmmmwmmmmummumqmnnmm| [ mnmwledtoﬁwanlsszrovmsbusrw See the instructions for line 13 to find out if you must file
1__Gross income. Addines S andS . . . . 71 60000 Fom
Enter axf Imbusnmuseol mme mlm.’w 14
Adveng. . . . . |8 % e 4 wmen
Car and truck epenses 19 Pension and profit-shanng plans 19
(sse nstructions) i 8 20 Rent or isase (see instructions) “ oo o ¥ your g 2023, your vehicle for:
10 Commisscnsandiess . [0 8 Vehicies, machinery, and squipment | 208
n ratnuctong) | 11 b 200 a b Commubing (se¢ instructons) © Other
12 Depletion . . . 12 N Aesssamanennce . . . [
9 W-ﬂm-m—cmw 22 Suppies ot ncuded in Part i 5 Vs per =1 4
xpenze  gesction %
e B 23 Taxes and licenses [=
ntructons) 1114000 24 Travel and meals: 1’000 46 Do you (o your $pouse) have Snother vehicle avarladis for personal us?.
1" wmnm 8 T, .. 248
fother manontine 19) . | 14 b Ducuctible mess fse bavuctons) |2 473 Do you have evidence to suppon your deduction?
15 nsurance (other than heat) | 15 25 Lmimies - B -]
18 Intarest fsee nstructions). 26 Wages (less employment credits) | 26 b I1"Yes." is the evidence writien? . 5. i &
& Modgage (paid to banks, eic) | 160 278 Other expenses(fomine 48) . . | 278 m Other Expenses. wmmmwmmmlws—m e 271
b Oter - s b Energy efficient commercial bidgs 25 000
1 7 Fom7208. . |am 5 .
26 Tot!scpanses ekre expentnforbusnss o o P, A s § Bwough 270 B Net Operating Loss (2020)
28 Tentative profit or (ioss). Sublract line 28 from line 7 Fo)
30 Experses for business use of your home. Do NOl repor Mhese expenses ssewhars. Altach Form 8820
Unkess using the simplifed Method, Ses Ngtructions.
square footage of fa) your heme:
sd@)thepaolyourhoneusediorbusiness - Usate Smpited
o figue enteronlinedd . . . . ]
31 Metprofit or loss). Subtract ine 30 o line 29.
+ 8 proft, enter o0 1 (Form 1040), line 3, SE, fine 2.1 you
1 ) Estates and trusts, enter on Form 1041, line 3. 3 40’000
+ 8 losa, you must go 1o Ine 32.
32 I you have a loss. check the box that describes your investment in this activity. See instructions.
+ I you checked 325, enter the ks on both Schedule 1 (Form 1040), ine 3, 57 on Schedule
8, lin 2. ( you checked the box o ina 1, sne t line 31 instructions ) Estates and trusts, snter on 328 ] A investment is st rsi.
Form 1041, line 3. 220 [] Some investment is rot
* ¥ you checked 32b. you must sttach Form 6198, Your loss may be limited. ot gk
For Paperwork Reduction Act Notice, see the separate instructions. Cat No. 11234P ‘Schadule C (Form 1040) 2023 48 Total other expenses. Enter here ond on e 278 7 A )
‘Scheduse € (Form 1040) 2023
mortgage guaranty 21
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NOL

On Form 1120

mortgage guaranty
insurance corporation

1 1 20 U.S. Corporation Income Tax Return OMB Ne. 1545-0123
Farm
chmyeﬂmlmmywmmn \ 2024, ending ST
Depart 1t of the Tr
it i Goto 1120 for i and the fatest 2024
A Check i Marne B Employer identification number
ia CMm\mﬂ!ﬂ retLem.
omis) [ rypg
hudnmldl consol- Number, streel, and roam or sulte no. If & P.O. box, sae instructions. C Date ncorporates
od retuam OR

Persanal
fattach Sch_PH)

Parsanal sanice com.
{58 structions)

hoiding co. PRINT
n

@

City ar bown, siate or province, country, snd ZIP or forsign posial code

D Totsl assats (see instructions)
5

4 Boneuse b3 anached E Checka: 1) | initial retum 2 || i retum

@ || Name changs

) [ ] Adaress chan

1a
b

a

Income
B EN e e

Grossrecaiptsorsales . - . . . . . . . .. . . . -
Ratumsandallowances . - . - . . . . . . . .. . -

Balance. Subtract ine 1b from fine 13 .
Cost of goods sold (attach Form 1125-A)

Gross profit. Subtract ine 2 from line 1o

Dividends and inclusions {Schedule C, fine 23]

Intersst . . . . . .

Gross rents - [N - e

Gross royalties .

Gagital gain st incoma {attach Schedie D (Form 1120]) F
Net gain or (loss) from Form 4797, Part I, line 17 (attach Form 4797)
Othar income (sea instructions — attach statement) .

Total income. Add lines 3 through 10. .

a

© o [~ o [en |2 |ca m

B

[See

c ion of officars (ses i h Form 1125-E)
Salaries and wages (less employment craditsh

Repairs and maintenance - . . . .
Baddebts . . . . . . . - . .
Rents . . . . . . . . .
Taxes and ficenses L
Interest (sse instructions) . . -
Charitable contributions . -

Depreciation from Form 4562 not Nalmed on Furm 1 !EErA OIEIEEM'BE on He'mm [aﬂal:h Fclrm -1562)

Depletion . . . . . . . .
Advertising . .

Pension, prafit.shering, oic.. plana

Employes bensfit programs .

Enery sffciant commercial bulldings deduction (attach Farm 7205] .
Other deductions fattach statement)

Total deductions. Add finss 12 through 26

Taxable income before nat operating loss deduction and spec\a\ daductlms Sm!fact Wns 27 !rnm line. H

Het operating loss deduction {sse instructions)
Special deductions (Schedule C, line 24) -
Add lines 20a and 29b

=3

13

1

and

Payme s

agprERes] _pENERRENNE

Taxable income. Subtract fine 29¢ from lins 28. Sea instructions
Total tax (Schedule J, ina 12} . .

Reserved for future use . . . .

Total payments and credits (Schacle J, ina 23) s

Estimated tax panalty. Sea instrsctians. Check i Form 2220 is attached

Amount owed. If line 33 iz smaller than the total of ines 31 and 34, enter amount owed .

Overpayment. If ine 33 is larger than the total of fines 31 and 34, enter amount overpaid

Enter amount from fine 36 you want: Cu:ihd to 2025 tax

Sign
Here|

Under penaities o parury, | dackars that |
‘compiste. Daciartion of prepars:

s P eapayad 1 s i Sl e e o o poapaes s A Kb,

‘3 10 the Bt of My knowledge and belkr, I i tue, camedt, and

Sigrature of officer Date Tile

22

an'm{Typr preparer's name Ingnuu's sgnatsre

Dale

22
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NOL

On Schedule 1

mortgage guaranty
insurance corporation

;"::‘:‘n";; ! Additional | and Adj tol OO it
Attach to Form 1040, 1040-SR, or 1040-NR. 024
mwuo;:-s;«w Gato irs. and the latest *ﬂ"mm

Name(s) shown on Form 1040, 1040-5R, or 1040-NR

Ywnoculucmmmbor

For 2024, enter the amount reported 1o You on Form{n) 1099-K that was included in emor of for personal

itorns sold at a loss .

Note: The remaining amounts reported 1o you on Formis) 1099-K should be reported eisewhere on your retum depending on the
nature of the transaction. See www.irs.gov/1039%.

~ -
-x—-z@=saoge PNONRC P

e~avesg

Additional Income

Taxable refunds, credits, or offsets of state and local income taxes .
Date of original d (see

Business income o (loss). Attach Schedule G .
Other gains or (losses). Attach Form 4797 . . .
Rental real estate, royalties, partnerships, S co-porae-ons lnma ou: Amr)- Sd-onule
Farm income o (loss). Attach Scheduie F
Unempioyment compensation .

Other income:

Net operating loss .

o IE"

[414

\\J

Gambling

Cmconamn ol doM .
Foreign eamed income exclusion from Form 2555

Income from Form 8853 .

Income from Form 8889 .

Alaska Permanent Fund dividends

Jury duty pay

Prizes and awards .

Activity not engaged in lov p-um income

Stock options

huomclrnmmermmlofp«;mupmpcﬂy:!ywoﬂgagodmmomnwla
profit but were not in the business of renting such property . .

Olympic and Paralympic medals and USOC pr Y (soe
Section 951(a) inclusion (see instructions) . . . . . . .

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

Section 461() excess business loss adjustment

Taxable distributions from an ABLE account (see msnucmru]

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

Nontaxable amount of Medicaid waiver paymu'!ls included on Form ID‘D |m-
laorid .

Pension or annuity lrom a nonquawlw wurod ‘compensation 9laﬂ o a
nongovemnmental section 457 plan

Wages eamed while incarcerated .

2 [gle [¢ [e[ele]e]zls]e |¢lefeslee]s

Digital assets received as ouanay income roi rnmfun lBMh!rl Son
instructions . .

Other income. L:snypear\a amount:

8z

Total other income. Add lines 8a through 82 .
Combine lines 1 through 7 and 9. Trns.symr-ddmunllmm Enter here and on Form man
1040-SR, or 1040-NR. line 8

mmmmw&mmmmmm Cat. No. T1479F

Schedule 1 (Form 1040) 2024

It is not
associated with
the business.

It does not affect
cash flow.

23
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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 corporation 24
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5-step process

1. 3. 4.

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

mortgage guaranty
insurance corporation
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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|
«shiod Profit and Loss Statement Analysis
Thisheior
method. User Tips:
Whenyou
e = -
s Y Comparative Income Analysis Worksheet
Cost of Goods Sold [CGS) 5 . 5
Sched e
Empld Sole Prq )
P Liquidity Worksheet
MNote: The b Use of this f Expences
Line 1: List SOLE PR ~
interestind| | sotepad) (€55+7o Y in general:
[ eaeemd = Use the Cur]
Igentity | SOLE PR .
= Cash Flow Analysis Summary
et | Single-M o ot neicay aces +To medfy alaialioackil bt hos e dioe:g —
el o o SAM Cash Flow Analysis Worksh MGIC]
[ (Gross Recll vt ifthere UserTips: -
i e b i
s S o et e e
’ R bk B o e i
B R e i
Partnery o, ueind schedute - e e
LT — |— PERSONAL CASH [ —————
N e ereRRTA T
PARTNER EH Coshel E= ST e Beser Wirkbosk banom o g 2 e o nformation
Sched PARTNER *Annual %| 2_ Trade nof || Schedule® - o
ENR tori| Schedule €
nsote pros]] | PARTNE . e e e —
Seamcacle, PARTNE 4 | Other: Schedule C e
| 0
Line 31 N 5 | Total curl schedule C [
X | soienus . soue propneroRsr
S Corpof L1 schedule L - ScheduleC ) T
" T
Use of this. 6 | Accounts] | Schedule O T R
s 2| Moran schedule€ | [ 5 Dosuctrourecuring income e sonecuringss o expers 14 ¢ o
=l & Degletion:!
2| onmarcuf | sweanser |13 00 — =
9 y [ ) [ l
% | Total Curi §  BuiessUseof Home | b
schedule k-1 |15 Besiness Mitex: 1 Yoy -
_ I
CurrentRatif | wawsges |27 TR
[ s | R ——-——
il — 7 SUBTOTAL $ - s .
Total Cu el
()
weawsges. | [0 ] sowouso G ons mcsses
S8 [0 soumusE swmnmanmcour o oss mrmemmmam

[0 Tscreome - rammmcone

Partnership Cash Flow

sty

SAM | Ugudty | Comparatve | paL | ko Doc | Microsot mitactons
—

26
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Noncash expenses

* 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 inceme as required by your investar,

(] scomoration Name:

SCHEDULE K-1

7 Ordinary Income (Loss): LINE 1 if > Distributions see additional requirements.

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

SUBTOTAL $

FORMW-2

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

FORM 11208

Al
Deduct nonrecurring income/add nonrecurring loss: LINES 4 & 5 I

Depreciation: LINE 14

Depreciation (FORM 8825); LINE 14

Depletion: LINE 15

/Casualty Loss (g

ly if noted): LINE 21 from attached statement

5 Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 17, Column d R (
5 Non-Deductible Travel and Entertainment Exclusion: Schedule -1, LINE 3b ! (
SUBTOTAL $
7 Multiplied by Ownership Percentage
Shareholder's Total Share of Income (Loss) $

27

27
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Final K-1

mortgage guaranty
insurance corporation

Schedule K-1
(Form 1120-8)
Departmant of the Traasury
Internal Revertue Service:

2024

For calendar yoar 2024, or tax year

k71124

OMB No. 15480123

Orrdnary busiess incorma {lass)

132.500

bagieiog 77 2088 | wdm| 77

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

Net rental real astate income floss)

Dther net rantal inoome (oss)

IEZIN information About the Corporati

Interest income

A Comoration's employer identification number
12-3456789

Orcinary dividencs

B Comoration's rame, address, oity, state, and 28 code

SPEEDY AUTO REPAIR

Net short-tenn capital gain joss)

€ 3 Center where corparabion filed retum

et long-term canaal gan {loss}

O Comoration's tatal number af sharss
Beginning of tax year

Coitoctibles [28%) gain {iass}

End of tax year

Urrncaptured saction 1250 gain

% | Cuaifiea dricends 14 | Sohecule k-3 is attached if
checked . . . s = |
& | Aoyalties 18 | Altormatie minmm e (A T) itmms:

Information About the Shareholder

Net soction 1231 gain flass}

E  Sharshoider's idantifying rumber

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

REFERRAL BORROWER

simular person, anter the indwvidual o entity responsibi for reporting:

TIN Mame

F2  if the sharahoider | a disregarded antity, & trust, an estate, or & namines or

F3  What type of emifty s this shareinclder 7

Other income (loss)

Items atiocting sharehoider basis|

Section 178 deduction

G Cument year alocation parcentage

M Sharehcider's number of shares
Beginning of tax year
Enc of tax year

! _Loans from sharsholder

Oiher deductions

Crher indarmation

28

28
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Schedule K-
(Form 1120-S)

mortgage guaranty
insurance corporation

Schedule K-1
(Form 1120-S)

9

024

i

E7112Y
L) Amended -1 OB No. 1548-0123
Share of Current Year Income,
ltems.

it of tha Treasury

Internal Boverne Service For calendar yoar 2024, @ tax year

Ordbnary business income flogzi | 13

132.500;

sopreva [ 112024 wana [ NG

Net renial real estaie income flass)

's Share of D

Credits, etc.

Crher net rental income (oss|

(Fort ] ion About the

Interest income

A Gomeration's emplayer idertiication number Ba | Crotrary divcisncs
12-3456789
8  Comeration's rame, agcress, ciy, state, and 28 cooe & | Cuaified dhddencs 14 | Schecule -2 s attached i
SPEEDY AUTO REPAIR s
& |Foyaites 5 | Alternatve marsrrm tax (AWT) tmmes
7| Met snon-tenm capeai gain joss)
€ Conter whars corpomaion filed 1eftum ‘8a | et long-term capnal gan fioss)
0 Coperation's batal number af shares: 8b | Coftoctibies [38%) gain flass)
Eeginning cf tax year
End of tax year B¢ | Urencaphured sachion 1250 gain
8 [ Met sactan 1231 gain flass 1 | ems attocting sharsholder basis|
About the Sh

E  Sharmhcider's iantifying rumber

F1 Sharshcicler's name, address. oy, stata, and 21P coda
REFERRAL BORROWER

F2 If the shamhoider I a disrgarded entity, a trust, an estate, or & naminea or
similar persce, anter the inchvidial or entity responsible for feporting:

Cther neome (loss)

TN Name
F3  What type of eminy & this sharencldar ?

Section 174 deduction

N

G Gument year akocation parcentage 50 %

Eeginning of tax yesr
End of tax year

P —— \ 4

t  Loans from sharanoier
Bognnng oftmxyew . . . . .
Endt of tax year L H

Ciher deductions

Cthar indarmation.

g [ ———rmr—
#0 [] Mocm s cra sty b v iy priprossi

For IRS Use Only

* Ses attached for
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MGIC SEB class notes MGIC

Whew coan K-1 Lncomte be used?

1. The borrower has accessed the
tnecome (OR)

2. The business has adequate
Liquiaity to support the witharawal
of earnings

mortgage guaranty
insurance corporation 30

30



7/24/2025

Schedule K-
(Form 1120-S)

mortgage guaranty
insurance corporation

Final -1 L) Amended k-1

B7L124

OMB No. 15450123

Schedule K-1 Emili) [ThL] Sharcholder's Share of Current Year Income,
(Form 1120-S) z024 Deduuctions, Credits, and Other ftems
nt of tha Treasury 1 |Crorary busnses incoma fiossh | 13 | Credits
rain B i sl For calendar yoar 2024, or Lax year 132 500
gk 7 72028 | eam 7 7 | |72 et vorat vt vt e fraet
Shareholder's Share of Income, Deductions, S B s ;
Credits, etc. See separats instructions.
- 3 & [ interest incoma
| Part| | About the
A Gomoration's emkayer idendifeation numier 8a | Croirary divdencs
12-3456789
8 Comoration's rame, adtress, chy, siate, and 2% code 50 | Duathies duicends 14 | Schecue K-3 = attached i
SPEEDY AUTO REPAIR A
& |Fopalties 15 | Altermathvs i x (AMT) e
7 | Met shon-term capita gain goss)
€ = Conter whare corparation filed retum ‘8a | et lang-term capnal gan foas)
0 Comoration's tatal numiser of shamns 8h | Coiloctibles [289%) gain {lass)
Baginning of tax year
End of tax year 8o | Urencaptursd saction 1250 gain
8 | Mot sactian 1231 gain flass) 6 | ltoms afiocting sharshoider basiz)

Information About the Shareholder

E  Sharshoider's idantifying rarmber

F1  Sharshoider's name, address. cty, stata, and 21P code

REFERRAL BORROWE

F2  If the sharnhoier 5 a disregarded entity, a brust, an astate, o a naminan or
smelar perscn. anter the individual or entity resoonsitle for repcring:

TIN Name

F3  What fype of emny i this

10 | Other ncome loss)

17 | Other indarmation

11 | Section 173 deduction

G Curent year atccation parcontage

50 %

M Sharchoider's numier af shares:
EBoginning of tax year
Encl of tax ymar

t  Loans from sharsholer
Bogining of tax year
End of tax year

Far IRS Usa Only

12 | Other deductions

PR [T ———————
o e —

* Ses sttached statement for additi | information,
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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

Fr?ddieMac Guide Home Seller/Servicer Relationship Selling Servicing

‘Single-Family

THE SINGLE-FAMILY SELLER/SERVICER GUIDE

Search the Guide

What can we help you find? ,O ,

(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

o 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

reaennahla far the tune af hilcinece artivity and leusl nf hiicinece infnme Riicinsce

e 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 liquidity ratios of the business using
generally accepted accounting practices when analyzing the liquidity of the

business.
33
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Form 1120-5 2024) Pagad
Sharsholders' Pro Rata Share hems (confinuesd] Total amount
Ao -eodtmentREOiBE _. . . o e o s omim soar b i st o meas sear LR
; b Investment expenses . . . Shm Gos b S Do 17b
o ¢ Dividend drstrihul.la\spaldfmm sccumulated eamings and nrcllts S RGO em SEGE 17
c e u e = d_ Other [tems and amounis (sttach statement)
° ° ° g g 18 Income (loss) reconciliation. Combine the total amounts on lines 1 through 10, From the result,
through 12eand16d . . . . . . . . | 18
I u I I es Balance Sheets per Books Beginning o == ye= End of
Assets =) L) 2] [12])
4 Cesh . & - s s i
2a Trade notes and accounts recenvakbde -
b Lessallowanceforbaddebts . . . . . . |l (
3  Inveniones £
4 Us gnwnﬂmlmllgallnnﬁ . - (.
S  Tax-exempi sscurities [ses |n51nmoraa & 10’000 ==
. e Be 7 Loanstosharsholders . . . . .
Liquidity Worksheet ®  Morigage s s et cars
&  Other investments (sttach statement)
10a Buildings and other depreciabde asasts . . .
Schedule L - Assets Input the Year(s): £ b Less scoumulated depreciation . . . . . | [
11a Deplstableassets . . . . . . . . .
T | A b less pcoumulatod depleton . . . . . . [
1 | Cash: Line 1, Column d TR e e
1 i i ) 13a Int,anglulemlMEEhlemm ¥
2 | Trade notes and accounts receivable, less bad debt: Line 2b, Column d b Less sccumulsted amortization . . . . . [
1 14  Other nasets (attach statement)
3 | Inventories: Line 3, Column d 15 Totsl assats
4 | Other: Accounts peyabls . .
— Mnm;sges nntee. hnnds payaule in Ipss man 1 yaar
B Other & lilizis B a
5 | Total Current Assets: P P
20  Morigeges, notes, bonda pay.nhe In 1 year or more
Schedule L - Liabilities 21 Other lisbilities (attach statement) A
— 22 Capital stock . B
B . - 23 Additional paid-| Incspatal
i Accounts Payable: Form 11205 Line 16/Form 1065 Line 15, Column d 8 Rotuined sermings
v " g " 25  Adustmenis io sharehold ran ststement)
7 | Mortgages, notes, bonds payable <1 year: Form 11205 Line 17/Form 1065 Line 16, Column s ﬁcm:‘“ ﬂ'z:q"'_w : o i ] ]
= E— 5 27 Totsl liabéities and sharehoiders’ equlry
8 | Other current liabilities: Form 11205 Line 18/Form 1065 Line 17, Column d Form 1120-8 mozs
g | Total Current Liabilities:
mortgage guaranty 4
insurance corporation 3
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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?

35
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MGIC

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

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.

mortgage guaranty
insurance corporation
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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 &) Property Solutions Completed by: I8 -
Schedule L - Assets Input the Year(s): & 2024
T Cash: Line 1, Column d s 12,100.00
T Trade notes and accounts receivable, less bad debt: Line 2b, Column d S 28,820.00
T Inventories: Line 3, Column d S 12,000.00
T Other:
5 | Total Current Assets: $ §2,920.00
Schedule L - Liabilities 2024
T Accounts Payable: Form 1120S Line 16/Form 1065 Line 15, Column d s 25,200.00
T Mortgages, notes, bonds payable < 1 year: Form 11208 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
2 | Total Current Liabilities: S 48,600.00
Current Ratio 2024
Total Current Assets: Row 5 - Assets above S 52,920.00
| Total Current Liabilities: w 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
N Total Current Liabilities: Row 9 - Liabilities above S 48,600.00
T Quick Ratio: in general, a ratio 2 1 demonstrates adequate liquidity 0.84

37
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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 Ratio for a business that doesn’t rely on inventory to generate its income (i.e., pest control company)
* Use the Quick Ratio 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 adequate liquidity. However, it’s important to use the most appropriate ratio, based on how the business operates.

Investor guidelines 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 &I Property Solutions

mortgage guaranty
insurance corporation
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-1120-S U.S. Income Tax Return for an S Corp i OMENG. 15450123

Do not file this form unless the corporation has filed or —
Daparimant of the Treasury is attaching Form 2553 to elect to be an 5 corporation. 2P24
intemal Reverus Service Go 1o waww.irs, for i and the latest

For calendar year 2024 o
A Selection ofiectve date

_2024_endin: .20

O Employer

B Business ackuity code TYPE | irmber, sireet, and 1oam o suft nc. 113 PO, box. ase ingtruchan. E Date incoeporated
rurmber (see retnctions) | OR
PRINT
City or tawn, state or provece, courtry, and 23 or famign posial code F Tatal azsets (zoe instructions)]
€ Chock P Sch. b3 attacrec ] $

@ 2 the corporstion slecting 1o be an S corporation baginning with tes tex year? Sea nstructicna. | | Yes | | Mo
H Checkif: (1) []Fina retum {2) [|MName changs (3) [] Address changs  (4) ] Amended return {5) 15 elaction termination
| Entar the number of sharenoldens who wers shasshoiders duning any part of the tax yesr . =

b Tax from Schedule B Form 1120-8) . . —

J  Checkif {1) [Tl Agaregated actiities for saction 465 at-risk purposes  (2) [ ﬂlmedaemhesiusechm Jsgpmacww [y
Caution: include only triade of busingss income and expenses on lines 1a through 22. See for
F 1a Grossrecepimorzaks] b lessretemsandsiowances [—‘ cBalance | 1e
O rm - 2 Costof goods sold atach Fom 1125-A) . o o e e 2
3 Gross profit. Subtract line 2 from line 1o P Goa il gg B 3
m-ﬂsn........... 4,.,\,\,\]
Ot lncome o) zoe | 5 22U UVUU
i [] Tmmmmkﬁdnllnessmmhs I Y (e M B L Y - 6
T G of officers { Form 1125-6) . . . _ - 7
F| & Satanes and wages fless employment credits) . . . B i Ls 8
. . gnHeparssnammm....................... 9
Otherincome on Line 5 Bl P e mpinsE i [
a||neﬂt!.. § WA A st Bres A 5E S B 5 KES B sl 3 A a3 11
Bl12 Toxesancbosnems . . . . . . . ... L. 2
E|13  interest fsee instructions) . [13]
3|14  Depreciation from Fomm 4562 nat ciaimed on Fom 1125-A or elsewhere on retum (atisch Form 4s62) | 14
T|15 Depletion [do not deduct ofl and gas depletion) . . I : . |15 |
ﬁ 16 Advertising - L LoD B Rl RER E 2 = |16 |
|17 Pension. plnlnahmgmpiara. L - R R 17
5|18 Empioyze benefit programs . . . £ i = 18 |
EAEL] Envn;ymilclsﬁmmn“dajDullﬂ.lgnnzmmm[ﬂlaannrm?inﬁJ sem s s g s 19
g 20 Omes deductione {attach statement) . . Ce . . | 20 |
21 Total deductions. Add nes 7 through 20 SdE ouER E 2 | 21 |
_ |22 Ordinery business income floss). Subtract ine 21 fromina g . . . . _ 22
23a [Excess net passive income or LIFO recapture tax (ses . - . |23a]|
230

€ Add linas 23a and 230 (ses inatructions for Mdlllnl’lsl ma;] B N
B Camtysor s et Vo piats s racexin e hmtpigrias

credited 1o the cument yaar 2 248

B Taxdeposited with Form 7004 | . N T

 Crecit for federal tax paid on fusls (sttach Form4138) . . . _ . . . |24e

2ad

d  Elsctive payment slection amount from Form 3800 .
z Addlines 24a through 24d .
Estimatad tax penalty (see instructions). Check if Farm 220 Is artached .
Amount owee. If ine 24z Iz malier than the {1zl of ines 23c and 25, enteramount owed . . |
‘Overpayment. If line 242 Is |arger than the total of lines 23c and 25, enter amount overpaid . . .
Enter amount from line 27 Credited to 2025 tax
a3 af perary, | dediara that | hava nmummmwuwem
Sign | belitd i comat, and complate. Bocaration of praparer e fran sy = based o Al dmeatisn of which progaree hea ang kg
Wy the ans incuss this reium

Tax and Payments

8 E}MREE

Here | with the proparer shown belaw?
Signatira of aficer D Titie Sea insanctions. [ ves [ Mo]
Paid Print/Type praparer s name: Proparer's sgnature Dae f,.';’.‘” it |P™
mlomr Firm's name: Fem's Ei
"w Fimm's acress. #rnane o
mortgage guaranty For Paperwork Reduction Act Nolice, ses separate instructions. o Mo 1B Form 1120-8 goze

39

insurance corporation
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MGIC SEB class notes MGIC

what Ls needed to vetalw other Lncone?
1. Other lncome must be Loentified

2. Need to wunderstand how Lt Ls
velated to the business

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

mortgage guaranty
insurance corporation 40
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Form 1120-S

Other income on Line 5

mortgage guaranty
insurance corporation

C i M o, 15450123
. 1120-S U.S. Income Tax Return for an S P
Do nat file this form unless the corporation has filed or P

Dapariment of the Trasry i attaching Form 2553 10 slect 1o be an § corporation. i{l\l:y24
Irtomal Revenue Sanice: Go to ir Tor i and the Iatest i
For calendar year 2024 iax year beginning 2024, ending , 20
A S olectian chiective daie Nama D Empioyar idontification number

TYPE
B Business actwity code Hurnber, street, and room or suile no. I a P.O. box. see insiructions. E Daie incorporated

mumber (See MsNCtonNs) oR
PRINT
ity or town, staie oF provine, coumry, and 23 o fareign postal code ¥ Total amsets (see instructions)

C Check f Sch. &-3 attaches [] 5
Q@ lsthe elacting to be an 5 beginning with this tax year? See instructons. | Yes | | Mo

H Checkif: (1) JFinsirstum (2) [JMName change {3) []Address change (4) [JAmended retum  (5) [] 5 sisction termination
I Enter the number of sharshalders who were shareholders during any part of the tax year

J  Checklf : (1) ClAgg activties for saction 465 at-risk purpases  (2) [ Grouped acthvities for section 460 passive actiily puUposes.
Gaution: Incluse only trade or business income and expenses on lines 18 through 22_See ions for i
1a Orossrecepscrsales]  bLess retums and chowances | cBance | 1

2 Costof goods sold jattach Form 1125-4) . . . . .
3 Gross profit. Subtract ine 2 from linetc . . . . . . . . . s = =9 5 =
4 Netgain foss} from Form 4767, Part I, ine 17 {attach Form 4787) . . . . . . . . .
5 2

&

Income

ofen [ fesne

Other income (loss) (see instructions—attach statement] 20,000
| Total income E“t Add lines 3 mE§h5 s
Form 11208, Page 1 Detail
Line 5 - Other Income
Ordinary income from partnership - Premier Auto Detailing 20,000

Total 20,000

—
5 Prnt T, ? ‘Sgran ‘Dat PN
Paid r—— Prenarers sgrstur = Cnock (1 J
et ampioyed
Preparer
Ut Ol [ O Beacb )
S8 U | i = somoss #nona
For Paperwork Reduction Act Notice, see separste instruetions. Cat, Na. 118104 Farm 1120-8 2024
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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
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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?

fl_ook 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.

43
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Schedule K-1 for company B

mortgage guaranty
insurance corporation

Schedule K-1 5
(Form 1065} 2024

E51L23

OB Na. 18450123

Final K1 mended K-1
artner's of Current Year Income,

and Other Itams

nt o the Traasury

Departme
Internal Heverue Sarvdce For calerdar year 2024, or tax year

1 | Ordinary busness incarme [lass)

20,000

14 | Seif-omployment oamings foss|

b | 71 9028 | ending [ T, | _2_|Net rental mal estats income flossy
Partner's Share of Income, Deductions, B[ Othar rt enal Inodis ioss]

Credits, ete. See soparate instructicns.

da | Guaranteed payments for serdoes

A Farinership's employer identification number

4b | Guarnieed payments for coptal

and 2P code

16 | Schecuie K-3 s attsched it
checked . . [m}

PREMIER AUTO D['I’AILII-]G

4g | Total guarntead payments.

5 | inborest income

€ i center whers parinersiip filed retum;

0 || Chock i this is a publicly traded parinership PTF)
m Information About the Partner

Ba | Croirary dividencs

17 | Alternatien minmum e [AMT) itmms

E  Partner's 55N or TIN (Do not usa TIN af a disregarded emity. See mstructions

b | Cuabfied dridends

F  Mamn, acdress. city. stale. and 21P codeYpr pariner entened in E: See rstucsons.
SPEEDY REPAIR SERVICES

6o | Dradend squnalants.

7 | Royatties

& [_] Generad parneroe LLG ] Lmned partner or cther LLC
manager

B | Net short-term capital gain Joss]

18 | Tax-sxempt income and
nondecuctisle mpones

Ga | Nat iong-tenm capital gain fias)

18 | Distriteions
A 20.000

memiber marmier

M1 ] Bamestic pariner ] Foreign partner

wz [] IF the pariner is a disregarded entity {DE). anter the pariner's:
Tin Name

1 What typa of amity i this patner?

b | Colloctibles [28'%:) gain {kes)

1f this pariner s a retirernent plan (IAASERHooghete), chock bars . [
J  Partrar's share af proft, loss, and capital (ses rstnactionsy:

9e | Unrecaptured soction 1240 gain

Eheck ({ decmase is due ta:
1 sl o O Exchange of partnarship imteres’, Soe Tenaions.

Sado 10 | Net sectian 1231 gain flass
Prodt 25 % 25«
Loss 25 w 25 % 11 | Other income floss)
LCapéal 20 4

20 | Crher indormation

K1 Partner's share af lishiities

Beginning [Endirg

12 | Soction 179 deduction

21 | Formign txoes pad or sooned

Norpecourss £ l 5

13 | Other deductions
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Schedule L

Mortgages due in less
than 1 year

mortgage guaranty
insurance corporation

Form 1120-S @024)

Page 4

Investment income .
Investment expenses

Total amount

umummmmm mubdpmlnn

17a

17¢

Balance Sheets Books

cnlrmnr-ouglno From the result,
subtract the sum of the amounts on lines 11 through 12e and 16¢

18

End of tax year

Trade notes and accounts receivable
Less allowance for bad debts .
Inventories

us. mnmen:
Tax-exempt securities (see mu:m)

Loans to shareholders . . .

Mortgage and real estate joans.

Other (artach x

B and other assets .

Less accumulated depreciation

11a Depletableasssets . . . .

b Less accumulated depletion .

12 lxld(mol'myamoﬂunon)

13a bie assets ( only) .

b Less accumulated amortization

14  Other assets (attach statement)

15  Totalassets . .
mwwm

16 Accounts payable .

17 anmmmmmmtm

18 Other current liabilities (attach statement) .

19 Loans from shareholders . .

1
2a
b
3
4
5
6  Other current assets (attach
7
8
L]
Oa
b

mmumm‘ equity (attach

.

Less cost of treasury stock
Total liabilities and shareholders’ eq.bﬂy

20 anmmnmpmnlyw«me
21 omanmmn-(ammm s

23 Adanorn.lpaoo—lnmﬂll

24 Retained eamings

25

26

27

)

Form 1120-S 2024
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MGIC SEB class notes MGIC

what ave the benefits of determining
business Liquidity?

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

2. Owlts mortgages/wotes/bonds due tn
Less than 12 months

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

mortgage guaranty

nnnnnnnnnnnn poration 46
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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.
0 o p— ... T
Schedule L- Assets Input the Year(s): 2024
T Cash: Line 1, Column d S 12,100.00
T Trade notes and accounts receivable, less bad debt: Line 2b, Column d s 28,820.00
T Inventories: Line 3, Column d s 12,000.00
T Other:
5 | Total Current Assets: S 52,920.00
Schedule L- Liabilities 2024
_6- Accounts Payable: Form 11205 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 11205 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 .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 ( o0.84 )
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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
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mortgage guaranty
insurance corporation

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?

49

49



7/24/2025

SAM Cash Flow Analysis Worksheet

MGIC

X ] S CORPORATION Name: SPEEDY REPAIR SERVICES 2024 2023
SCHEDULEK-1
Al
37  Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements. $ 132,550.00 $ 142,000.00
33  NetRental Income (Loss): LINES 2 & 3 If > Distributions see additional requirements. }
FORM W-2
39 Wages: W-2, Box 5 (in general) S 85,750.00 S 105,000.00
FORM 11208
1
40 Deduct nonrecurring income/add nonrecurring loss: LINES 4 & 5
41  Depreciation: LINE 14 S 25,750.00 $ 17,500.00
42 Depreciation (FORM 8825): LINE 14
43 Depletion: LINE 15
a4 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 ( ) { )
46  Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE 3b [} 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 m
$229,925 $254,650

12 = $19,160

M2 =$21,221

DECLINING INCOME
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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.

52
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Declining income -
What should you

request?

7/24/2025

O~ W N =

. YTD P&L

Balance sheet

. Letter of explanation
. Additional tax returns
. 3-6 months of bank

statements

. Additional supporting

documentation
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Yikes! The ratios do not meet the guidelines.

Ill.  Underwriting Information
Undenariter’'s Name Aorrareer's NarmelLiosnse # Appraisal Carpany Name
Stable Monthly Income Presant Housing Payment: $
Bormower CoBoromer Total Proposed Monthly Payments
Base Incrme $ 19,160.00 S s 19,160.00 Borroser's Rimary Residena
Other Incorme s s $ 0.00 First Morigage P8I $ 6.621.00
Positive Cash Fow s s § 0.00 Secord Morigage P8I g
(stbject propaty) Hazard Insuranas 437.00
Total hoome § 19.160.00 $0.00 $ 19.160.00 Taes §593.00
Murigage naurance '
Qualifying Ratios LoantoValue Ratics HOA Fees s
Primery Housing Expersedncane 31.93 % LTV 80 % LeasaGround Rert 3
Total Chigatonsincome 51.02 % CLTVILTV 80 % Oher (3
Dett-o-Housing Gap Ratio (Freddie) % HOLTVHTLTV % Total Rimary Housing Bxperse §$7.651.00
— S e R
Qualifying Rate Level of Property Review Negatve Cash Row s
[ Nete Rate % [ Extesorintenicr (subject property)
o % fbove NoteRate — % [ Extesior Orly Al Qher Monthly Payments
n % Briow Note Rate %  [1No Axrasal Total Al Morthly Payments
) BagiDownFede % Form Nurber
O Gher - % Borrower Funds to Close
Dievs somed. L3

32

mortgage guaranty
insurance corporation
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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?

mortgage guaranty
insurance corporation
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mortgage guaranty
insurance corporation

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.

56
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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

7/24/2025
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Email from borrower

o7

File Message Insert Draw  Options  Format Text Review  Help

|_ﬁ|:'| v =¥ |Aptos(Bod}r] -| 11 v| B I U & - ﬁ v mes

| To | Jay.LoanOfficer@anybank.com:
| Cc |
Send _
Subject Answers to your questions

Good afternoon, Jay,

bank statements for the additional $30K needed for closing. This is still pending.

2024. This was in preparation for an expansion and expected higher profits for 2025.

Thank you

Referral Borrower

mortgage guaranty
insurance corporation

b = - 4 B~

il

@) Mo Label ~

I have just uploaded the documentation that you requested during our phone call and your subsequent email. The only missing item is the

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

59
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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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mortgage guaranty
insurance corporation

MGIC’s P&L Statement

Analysis

Profit and Loss Statement Analysis

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:

Net Income:

Deduct nonrecurring income: ( )

Add nonrecurring loss:

Depreciation:

Depletion:

Amortization/Casualty Loss:

Other:

SUBTOTAL s - s
Multiplied by Ownership Percentage:

Shareholder's Share of Income (Loss): $ - 3
Wages:

Total Income: $ = s

Monthly income: $ - s

(o] ] S CORPORATION

‘ SAM Liquidity | Comparative P&L Help Doc | Microsoft Instructions

7/24/2025
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Cash flow
YTD P&L

mortgage guaranty
insurance corporation

Profit and Loss Statement Analysis

X ] 5 CORPORATION

SPEEDY REPAIR SERVICES

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

Date From:

Date Paid Through:

Net Income:

Deduct nonrecurring income:
Add nonrecurring loss:
Depreciation:

Depletion:
Amortization/Casuvalty Loss:

Other: Meals

SUBTOTAL
Multiplied by Ownership Percentage:

Shareholder's Share of Income (Loss):

Wages:

Total Income:

Monthly Income:

YTD
1/1/2025
af15/2025
g 67,250.00
( |
5 8,750.00
g (535.00)
$ 75,465.00 5
50%
$ 37,732.50 $
g 40,000.00
$ 77,732.50 $
$ 22,200.29 $

62
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C I fYTD d pri
- . .
Profit and Loss Statement Analysis SAM Cash Flow Analysis Worksheet MGIC
Evaluate business income as required by your investor.
X ] 5 CORPORATION SPEEDY REPAIR SERVICES | S CORPORATION Name: SPEEDY REPAIR SERVICES 053 02
Time Frame (i.e., YTD, quarterly): YTD SHENEe
7 Ordinary Income {Loss): LINE 1 IF > Distributions see add $ 132,550.00 $ 142,000.00
Date From: 1/1/2025 5 NetRentalIncome {Loss): INES 2 & 3 1> Distrbutions see additional equitement 5
Date Paid Through: af15/2025 SUBTOTAL H 132,550.00 S 14200000
Net Income: S 67,250.00 FORM W-2
Deduct nenrecurring income: ( | 9 Wages:W-2,Boxs (ingeneral) $ 575000 S 10500000
Add nonrecurring loss: i ik
Depreciation: S 8,750.00 — I S N AR ¥
Depletion: k1 Depreciation: 1INE 14 $ 25,750.00 $ 17,500.00
Amortization/Casualty Loss: 2 Depreciation [FORM 8325): LINE 14
Depletion: LIN: 1
Other:  Meals s (535.00) 8 Depleton
B4 Amortization/Casualty Loss [only if noted):
SUBTOTAL $ 75,465.00 $ B Mortgages or Notes Payable in Less Than 1 Year: 5che : { ) ( )
K5 Non-Deductible Travel and Entertainment Exclusion: (s 250000 ) (5 220000 )
Multiplied by Ownership Percentage: 50%
SUBTOTAL $ 23,25000 $ 15,300.00
Shareholder's Sh f 1 Loss):
bbbtk ncome( 055] $ 37,732.50 $ K7 Multiplied by Ownership Percentage 50.00% 50.00%
Wages: S 40,000.00 Shareholder’s Total Share of Income (Loss) § 11,625.00 § 7,650.00
Total Income:  § 77,732.50 $ $229 925 $254,650
Monthly Income: 3 22,200.29 $ M2 =$19,160 n2=$21.21
mortgage guaranty 63
insurance corporation
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5-step process

1. 2. 3.

Assess Cash flow Cash flow
business taxes P&L

mortgage guaranty
insurance corporation

S.

Determine
income

7/24/2025
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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
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Comparative
Income Analysis et

Does this
support the

LOE provided

by the
borrower?

mortgage guaranty
insurance corporation

Comparative Income Analysis Worksheet

MGIC

fnenl radon.
am=ctrve way 1o mnaiyTs Sue Drofianamy or Qrown of 3 DUCINSCE.

User tips for macro-free version:

fram one pear o the nerd In an

Heme

e-oliom

e FOLLOW
.__ 5 ¥ o —

sanot ne veamEr o

PR - » azeoon & aTepen 14z zEn
Gross Receipts/Sales $ 425,000 $ 475,000 $ 491,143
% Change 2% +3%
Gross Income $ 425,000 $ 475.000 s 491.143
(Gross Receipts/Sales - Returns & Allowances)
% Change +2% +3%
Cost of Goods Sold (C $ 75.000 $ 127,500 $ 71,143
% Change +70% -44%
Expenses s 200,000 FATR T T 257,500 SSAm TS Z217.286  FAiR T
(CGS + Total deducti /Total exp )
% Change +29% -16%
Gross Profits $ 350,000 $ 347.500 s 420.000
(Gross Receipts/Sales - Returns & Allowances - CGS)
% Change 1% +21%
Taxable Income $ 225,000 +53% ** 3 192,500 +41% * $ 273,857 +56% **
% Change -14% +42%
A | % of E. ed to Gross | A | % of Taxable | d to Gross |

Vv
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5-step process

1. 2. 3.

Assess Cash flow Cash flow
business taxes P&L

mortgage guaranty
insurance corporation

4.

Validate
P&L

7/24/2025
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mortgage guaranty
insurance corporation

Cash Flow Analysis Summary 2024

2023

MGIC

Schedule K-1 SPEEDY REPAIR SERVICES
W-2Wages SPEEDY REPAIR SERVICES

Form 1120S SPEEDY REPAIR SERVICES

S Corporation SPEEDY REPAIR SERVICES Subtotal

CORPORATION CASH FLOW SUBTOTAL:

W-2 Wages
Form 1120

Corporation Subtotal

S 132,550.00
S 85,750.00
$ 11,625.00

S 229,925.00

[F]s
HE

s -

Average Monthly Cash Flow (Total)

142,000.00
105,000.00

7,650.00

12
12

... K

$
$
$

11,045.83 12 \

7,145.83 12
968.75 12
19,160.41

24

24

it N

Comments / 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

69
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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?

mortgage guaranty
insurance corporation
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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.

mortgage guaranty
insurance corporation 2
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e 1120-8

Baparment of the
Irhemal Reverus Senvca.

Troasury

Go 16 wwwirs. gov/Form 11208 for

U.S. Income Tax Return for an S C

"

OME NG, 15450123

2024

For calendar year 2024 or tax year beginning L2024, ending .20
A 5 okction afiective date. [reny D Emplayer
B Biziess actvity code VP | imboar, stiwet, and moam o sufie o 2 P, b, see instracions. € Dats incorporated
rumber mee Festroctions) oR
PRINT

G Chiock # Sch. -3 amacred ||

City o tawe, siate or province, couniry, and Z3F or foreign posial code

¥ Tatal assets jsow instruchions)
£

G |s the corporation electng to be an S corporation beginning with this tax yeer? See Instructhons. || Yes || Mo
M Checkif: (1) C]Finairetum (2) []Mame change (3) [[] Address change  {4) (] Amendad retum  {5) ‘Ls ‘siaction wemination
1 Enter the number of shareholders who wers shareholders during any part of the tax year . .
J_Gheck If comporation: (1) [] Aggregated ecthiies for seotion 485 -visk purpases _(2) ] Grouped eothvles for section 459 pessive stivity puposes
Caution: include only tade or business income and expenses on lines 16 Bwough 22. See ions for more
1a  Gross mcaipts or sales b Le5S retlems and ciowances ©Balance | 1e
o| 2 Costofgoods soid (srach Form 1126-8) . . - - 2
g 3 Gross profr. Subtract line 2 from line 1o . : 3
S| 4 Netgain floss) from Fom 4707, Part I, line 17 (attach Foemaren) | 5 = . 4
T | 5 Other income floss) (see instructions— attach statement) . - - - 5
_ls rma income loss). Add lines 3 hrough 5 £t %o B 6
K of officers | Form 11255 B . 7
F|l 8 Sainhe! and wages (less amployment credits) E & = = 8
g 9 Fepairsandmalntenance . . . . . . . . . . . . . : = s - . [
E|10 Baddeos . e - - - . | 10 |
41: ety C Snr S fosar b 2 e Do 2 : s ik 11
I 13 Interest see instructions) . . 3 5. B NN B 13
T T T T ST TTOT LTIt Loy Py panay T T T LT e ™
15 Depietion [do not deduct ofl and gas depietion) - AL . | 15 |
8|18 Advertiming £ GeR oI 2 = : E 186
2|47  Pension, profit-shaning, ste. plana . R R R R 17
18 Empioyee benefit programs = : E = 5 K
& o T
I 20 Other deductions {attach statement) g o L. . 20
__| 22 Ordinary business income floss). Subtract ine 21 fromne 8 . . . . .. . 22
23a Excess net passive income or LIFC recapture tax isee 3 23a |
b Tax from Schedule O (Form 1120-8) . . . [z=
o Acdlines 23a and 230 fses instructions for additonal taxas) . - . Zic
g 24a Current year's estimated tax ent; year's
§, credited to the cument year . B S noeohes 24a
b Tax deposited with Form 7004 : 24b
£| & Crotfor federal tax paid on fusls (attach Form 4138) . . . . . . . |24e
'g d Eteative payment slection amaunt from Form 3800 o 24d
x| = Addlines 24atrough 24d = = - B F"
2 |25  Estimated tax penalty (see instructions). Check if Form 2220 is attached . . . . . . 25
26 Amount owed. If line 242 is smaller than the total of lines 23c and 25, enter amount owed 26 |
27  Overpayment. If line 24z Is larger than te total of lines 23¢ and 26, anter amount overpald . a7
_ |28 Enter amownt from line 27: Credited to 2025 tax 28
e penalies of perury, | declr i | v v o the bet of my knowiedge and
Sign | bt Tis e corect. et Daciaratior af peapras {eahar thar Caxpayar & BaLad on &l FAGraasn of which bresarsr fas any Ena
sy (he TS e e ot
Here | 3T 3 preparer e e
Sigratirs of afficer Gain Tilla ian:
Paid Print Type prapame = name Proparers Sora Date Crack 3 € I T
sost-empioyect
Preparer | o FemEIN
Use Only | e [

For Paperwork Reduction Act Notice, see separate instructions.

Cat, Na. 11810H

Fam 1120-8 wozs

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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Email from borrower

Search

K) O @_‘; > o Asset documentation - Message (HT...
File Message Insert Draw Options Format Text Review

To l Jay.LoanOfficer@anybank.com
Cc
Send ‘
Subject Asset documentation

Good morning, Jay,

Thanks

Referral Borrower

mortgage guaranty
insurance corporation

g ~ \§| Aptos (Body) ~ n v~ B I U 2 - A

@ No Label ~

1 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.

I 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.

113
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MGIC

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?

mortgage guaranty
insurance corporation
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mortgage guaranty
insurance corporation

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?

ﬁay, 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.

7
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Time for your questions

79

mortgage guar:
insurance cor
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What is the best
practice sequence for
reviewing income for
o self-employed
vy P borrowers?
A XA
AV
¥ %
e

80
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Recommended SEB analysis steps

Review loan application. Verify existence & history of all businesses
Get to know the nature and location of the business and take transaction into consideration

Confirm all required documentation has been received

Review tax returns including schedule K-1s and verify income from business has been
reported to IRS and distributed to the borrower. Conduct liquidity test as needed.

Use a calculator/worksheet to cash flow the business

Review earning trends and use variable income rules to determine what income can
be used for qualifying

Resolve concerns with LOX, supporting documentation, & completion of Comparative
Income Analysis to ensure income is stable and likely to continue

mortgage guaranty
insurance corporation
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Is a P&L required
when a borrower has
filed a tax extension
and AUS only calls for
most recent filed tax
return?

82
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When are financial statements
typically needed?

* Loan application is dated > 120 days after
the end of the business’s tax year

* Tax returns are on extension

* Significantincome/loss difference between
2 years of tax returns

mortgage guaranty
insurance corporation
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Borrower filed 2024
1040’s but has filed an
| extension for a
$ (02 partnership. What is
\ P required?
A NLEA
AN
¥ %
! i\\f\f
u{}\f“ ﬁﬂ t ‘*;;‘ 84
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What tax returns are needed?

CAUTION

WATCH
YOUR STEP

mortgage guaranty
insurance corporation

Most recent tax returns filed with the IRS

Tax returns — most recent calendar year not yet available

1. Obtain a copy of the extension
2. Obtain IRS response from filing of IRS Form 4506-C

85

85



7/24/2025

Extension Form 4868

i 4868 Application for Automatic Extension of Time | OMB No. 15450074
o To File U.S. Individual Income Tax Return -
Dispartment of the Treesury 2@24
Internal Revenue Service For calendar year 2024, or other tax year beginning . 2024, and ending .20
a3l Identification Pa i — —
1 Your namels) (see instructions) < 4 Estimate of total tax liability for 2024 . . $ >
eekdtsdnanante ———

Address (s2e instructions) 6 Balance due. Subtract line 5 from line 4.
Seainstructions . . . . . . . .
7 Amount you're paying (see instructions) .

Stata ZIP code B8 Check here if you're “out of the country” and a U.S. citizen
or rasident. Sea instructions . . . . . . . . .

9 Check here if you fila Form 1040-NR and didn't receive
wages as an employes subject to US. incoms tax
e A A S e i Ll

For Privacy Act and Paperwork Reduction Act Notice, see page 4. Cat. No. 13141W Form 4868 (2024

City, town, or post office

O

2 Your social security number 3 Spousa’s social security number

Addltlonal due diligence

Review of tax liability on IRS Form 4868 (Extension)
* Analysis of financial statement since last tax filing
* Review of most recent 3 to 6 months’ business bank statements
*  Review of W-2s, 1099s and/or K-1s

mortgage guaranty
insurance corporation
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How do | handle a
situation where a
borrower recently
became a partnerina
law firm and went
from W2 to schedule
K1 income?

mortgage guaranty
insurance cor poration
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Can you focus on
distributions vs. box 1
on a Schedule K17
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MGI‘ Rates  Underwriting  Ordering/ Training  Tools  Mortgage About
Servicing

Magic Minutes training series

Clearing up ez :
K-1 confusion

mortgage guaranty
insurance corporation
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202

ancing [12 731 7 2823

Partner’s Share of Income, Deductions,
Credits, etc. Sas aeparsis Matiuctiinn.

b5LL23

(OMB Me. 15250123

25,000
2 Net rental real estate income (oss)

3 Other net rental income 1633) 15 Crects

43 Guaranteed payments for sarices.
15,000

@ cmpital | 18

18 Tax-exemptincome and

o = uc =] uc

member-manager member

e o

H2 ] o the partnar is 3 disregarded enty {DE), enter the parner's:
™

"What type of entty = this partner? INDIVIDUAL

iz
j
m] More than cne actaty purposes”

TV Fomgn tares pad o scoied

n
2 checkners - [ | 88
4 foss,
Beginning Ending 0
Proft 50 s 50
Loss 50 w| 50 w |
50 s | 50 %
Check if decrease & due 107
O see o O
K3 Partner's share of iablities: Section 179 deduction
Beginning Ending
S ) s
Ouaiited nonrecourss.
Sirancing - 8 s
Recourse. . 8 s
K2 pannerstips []
K3 Check it any of the shove labilly is sbject 1o Qusrwnlses or Othar
By the partner. ZE e ma
L Partner’s Capital Account
- “See attached statement for additional information.
-
- 8
s
;|8
Ending capital sccount s 5

E3 or atisk
23 [ more than one sctwity tor passive sctivty purposes”

Dves [Imo w-ves~

L TO4(c) Gain o (Loss)

Edng . s

For RS Use

Cat. No. 11394R Schedule K-1 (Form 1085) 2023
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begineing [ 1+ 1 1 2023 ]
s Share of

Sample Business
123 Corporale Ave

number
123-45.6789
Sharehcider's name, address, city, state, and ZIP code

Option 2: Limit the amount of qualifying income
to the amount of income supported by a history of
accessing the income (without getting additional
documentation)

Act Notice, 11208, CatMNo 115200  Schedule K-1 (Form 1120-5) 2023
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b7112)

OMB No. 15450123

K-1 ‘
{Form 1120-S)
Depariment of the Treasusy i
Intemal evenue
begiwing [ 1 7 1 1 2023]  enaing[ 1 731 1 204
Sh 's Share of 3 | Other net rental income foss)

A Corporation’s employer ientifcation mumbsr
12-3456789

scress, cty, state,

14 | Schedule K-3 is aftached £

B
ISample Business
123 Corporale Ave

15 | Alternative minimem tx (AMT) ems |

D Corporation's total number of shares 85 | Collectibles (28%) gain foss)
Begining of taxyear . . . . .
Endoftmcyesr . . . . . . . Bc | Unrecaptured section 1250 gain

18 | tems aftecting sharshoider basis|

number

123-45-6789
F  Sharsholder's name, sddress, city, state, and ZIP code
ISample Borrower

Anywhere Rd.

@ Cument year allocation percentsge . § 50 %

H  Shareholders number of shares

Beginning of taxyesr . . .

Endoftacyesr . . . . .
1 Loans from sharehokser

Beginning of taxyear . . . . . §

End of tax year . o .8
°
2
@
=
i ® More than one acthvty for at-risk purposes”

® More than one acthvty for passive activlly purposes”
* See attached statement for additional information.
Act Notice, 11205, Cat No. 115200 Schedule K-1 (Form 1120-8) 2023
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202

b51123

OMB No, 1545-0123

E P 5 Cuai 18 Tax-exampt ncome and
123-45-6789 el
F Mame, address, iy, state, 3
Sample Borrower
Anywhere Rd 7  Roysties
a (] ther LLC. B et short-term capital
e rranage: et Te, DR
W Domestic partner O roreign partner Tos Net A 52000
12 [ 1 the partner is a disregarded sty D), enter the partner's:
™ Name 6 | Cobectibies @6%) gain foss)
" INDIVIDUAL 20 | Other information
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51123

OMB No. 15450123
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How can | calculate
business liquidity?
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MGI‘ Rates Underwriting Ordering / Training Tools Mortgage About Get a quick quote

Servicing Connects MGIC

Magic Minutes training series

e O

Business

b - &
liquidity E

mortgage guaranty
insurance corporation
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mortgage guaranty
insurance corporation

MGIC
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Purpose of cash flow analysis MGIC

Verify qualifying income that is:
e Stable

* Likely to continue

mortgage guaranty
insurance corporation
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mortgage guaranty
insurance corporation

-

vicing connects

Self-employed borrower and income analysis
calculators

Editable and auto-calculating worksheets fi ecifically for loan officers and morigage pros.

MOI > underwritng

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

Updaed for tax year 2023

Gainaccess now

7/24/2025
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SEB and income analysis
calculators and resources

MOIC > underwriting > seb >

M G I C Updated calculators
Our editable and auto-calculating worksheets are designed for speed and accuracy, We recommend you use the macro-enabled

versions but also offer macro-free alternatives if you cannot use Excel worksheets with macros. To leam more, download our
Calculator FAQs of waich the overview videos belaw

Wo r ks h e e t S PLEASE NOTE: Download and save a copy 1o your desktop as a template

ona calculator Allin-one calcutator income calculator

=]

All-in-one All-in-one Empl "
self-employed self-employed d"""l?h°‘ et
income calculator income calculator Lt c‘:lc?a’i’;:::ma
Full workbook Condensed version
Allin-one self-employed All-in-one self-employed Employment & other income Rental income calculator
income calculator updated for income calculator updated for calculator updated for tax year 2024

tax year 2024

iy

e y o Bu: rental by
g 1aX returms of leases
25)

t antity. (2/10/2025)
tatement

4
NG PEL s

Dovmioad macro-enabled » Downioad macro-enabled »

Download macro-enabled »
Download macro-free »

Downioad macro-free » Downioad macro-free » Downiosd macro-free s

CRARACTERIATICS OFS ComMON
Sramrioveosvemsnts  MGIC

mortgage guaranty
insurance corporation 101
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MGIC

Webinar series: Analyzing Self-Employed Borrowers

Getting Started & the Sole Concentratingon S
Proprietor Corporations

mgic.com/seb-webinars

Evalusting & Calculating Using Rental income from a Overcoming Tough
Rental Income Business-Owned Property Challenges

mortgage guaranty
insurance corporation
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Magic Minute
series

Count on MGIC's on-demand vide
morigage industry knowledge in 1

Dig deeper

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.

www.mgic.co agic-minutes

Analyzing
Income

Explore the series »

mortgage guaranty
insurance corporation 103
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Magic Minutes training series

MGIC > training > Magic Minutes Training Series >

. Analyzing Self-Employed Income

b be ging These videos can heip yo er analyze f
avwer wil be able to make fuure morigage

Watch 0n YouTuba » Watch it on YouTuber»

mortgage guaranty
insurance corporation
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Let us earn
your business

\ & \ 2 . :
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Get a free Ml quote Explore training Connect

PN & special events MGIC account manger
MQ mgic.com/contact
mgic.com/MIQ mgic.com/training Training email
" training@mgic.com
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Thank you for

choosing MGIC

mgic.com

MGIC
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