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Legal disclaimer MGIC

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information may be outdated due to the rapidly changing nature of the residential mortgage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 5-step process to evaluating income
Assessing the impact

Documentation conundrums

Case study

What might you see in the future?

Your questions
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MGIC

The more things change,
the more they stay the same.

Al

~ Jean-Baptiste Alphonse Karr
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Purpose of business analysis

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

Fuzzy
Vague
Ambiguous

o WU

Opportunity for’ [§7-\g 0“3\ |
[M;N‘iiigiing‘gngiip
We- padnsuming ... easier to say “no”
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Intent or spirit of guideline

Easier to identify questions and addltlonal docungentgtign
Easier to explain to others \‘

Easier to present to next legeRysh ,uommendatlon
Grows base of un ‘ ‘d|t
Direclg e\@ b Of decision for future review

A

d experience




2/19/2024

O-step process

Cash flow
taxes

MGIC

2.

3.

Cash flow
P&L

4.

Validate
P&L

S.

Determine
income




1.

Assess
impact

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

2/19/2024
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Is the impact negligible
due to the nature and
location of the business?

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

Is the business currently
in existence?

Is there a demand
for the business
product or service?

MGIC Source: Fannie Mae® Lender Letter (LL-2021-03) Updated: 7/6/2022
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|s the business open?

The business must be currently

operating withI=geays of note
date.

 Verification of current work

* Evidence of current business receipts
* Lender certification

* Business website

11
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Schedule K-1

MGIC

Schedule K-1
(Form 1065)

t of th

e

Credits, etc.

PR

B Partnership’t

€ RS conter wt

E ParnersSS

H2 | | Hthepa
N

11 What type of

12 ¥ this partne

4 Partners sha

Loss

Check if dec:
K Parner's shy

651121

OMB Mo. 1545-0123

2022

For calendar year 2022, or tax year

beginning ending 7 2 Net rental real estate income (ioss)
Partner’s Share of Income, Deductions,

Year Income,

See separate instructions.

Schedule K-1
(Form 1120-S)

2022

For calendar year 2022, or tax year

3 Other net rental income (loss) 15 Credits

E7LL2L

OM8 No_ 15350123

vaimios [T T BT st T

Net rantal real estate income (105%)

Shareholder’s Share of N
Credits, etc. See soparate instructions.

®

Othar not rantal ncome (ous)

&

nterost income.

Information About the Gorporation

a c Sa | Ordimary andends
B Comporation's name, adaress, city, state. and ZIP coos S5 | Guaified dividends 14 | Schoouie K-3 Ia attached @
chocked
© | Royaites 18 | Alomative menimum tax (AMT) 2ems
7| Net ahon -term caprtal gamn gosa)
€ IRS Center where corporation filed rewm Ba | Net long-torm capital gan (0ss)
©  Corporation’s total number of shares 85 | Cotiectibles 269%) gain floss)
Baginning of tax year
End of tax year Be | Unrecaptured section 1250 gan

information About the Sharcholder

Net saction 1231 gain (loss)

£ Sharchoiders identifying number

F Sharehoiders name, address, city, state, and ZIP code

@ Cument yoar atocation percentags . . . %

Othar income foss)

fterms affecting shareholder basis|

M Sharehoiders number of shares
Begnning of tax year
Enet of tax yoar

Saction 179 deduction

| Loans from sharehoider
Begmnning of tax year
End of tax year . s

@

For IRS Use Only

Grthar deductions

Other information

1.
19

[T More than one actaty for at-risk purposes”
[ ] More than one activity for passive activity purposes”

* See

for
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CAUTION

WATCH
YOUR STEP

Most recent tax returns filed with the IRS

Tax returns — most recent calendar year not yet available

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

* Analysis of financial statement since last tax filing

. Review of most recent three months’ business bank statements
. Review of tax liability on IRS Form 4768 (Extension)

. Review of W-2s, 1099s and/or K-1s

*  Signed IRS Form 941 (Quarterly filing)

13

13

13
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43868

Department of the Treasury

Extension Form 4868

Application for Automatic Extension of Time OMB No. 1545-0074
To File U.S. Individual Income Tax Return
2022
, 2022, and ending , 20

internal Revenue Service For calendar year 2022, or other tax year beginning

Identification

1 Your name(s) (see instructions)

R
5

Address (see instructions)

7

2 individual Income Tax

Estimate of total tax liability for 2022 . ( $ )
Total 2022 payments . . . . . .

Balance due. Subtract line 5 from line 4.
See instructions . G B R W
Amount you're paying (see instructions) .

City, town, or post office

State ZIP code

Check here if you're “out of the country” and a U.S.
citizen or resident. See instructions . . . . |

Check here if you file Form 1040-NR and didn’t receive

MGIC

i
- - 9
2 Your social security number 3 Spouse’s social security number wages as an employee subject to U.S. income tax
withholding . . . . . . . . . . . . . . [
For Privacy Act and Paperwork Reduction Act Notice, see instructions later. Cat. No. 13141W Form 4868 2022)

14

14
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Freddie Mac Loan Product Advisor® messaging

Self-employed income for ~BORR name~ must be supported by complete
signed federal individual and business tax returns. If the business has been in
existence five years or more, provide individual and business tax returns for
the most recent year. If the business has been in existence for less than five
years, provide individual and business tax returns for the most recent two
years. The file must also contain Freddie Mac Form 91 or equivalent.

MGIC
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Freddie Mac - Tax return documentation

Business in operation
Borrower’s ownership
> 5 years Most recent year's business returns

Most recent year's 1040s

Business in operation
Borrower’s ownership Most recent 2 years' 1040s

< 5years Most recent 2 years' business returns

16

16
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SSOo New Slide - new guideline
Sandra Sweeney, 2024-01-29T21:35:33.444
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Which tax returns are needed?

Borrower has worked for family business for
6 years and then received ownership
interest of 25 percent 3 years ago.

Business has been operating for 10 years.
The borrower purchased the business 4

years ago.

o =
. 1

7
(’( >>3 T4

/ .-

\_,
e

Business was a sole proprietorship for 4
years and then same business was put into
an S Corporation for the last 2 years.

MGIC i

e
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Fannie Mae Desktop Underwriting®

If any of Alice Firstimer's self-employed income is being used for qualifying purposes, the income
may be supported by personal tax returns covering the most recent two-year period (including all tax
schedules), provided the tax returns reflect at least 12 months of self-employment income and the
Cash Flow Analysis (Form 1084) or equivalent has been completed. Refer to the Selling Guide for

additional information. (MSG ID 3731)

If the self-employed income from any of the businesses listed below is being used for qualifying
purposes, the income may be supported by business tax returns covering the most recent period as
specified in the table below (including all tax schedules). The tax returns must reflect at least 12
months of self-employment income, the borrower must have had 25% or greater ownership in the
business for at least five years for the use of one-year of returns, and the Cash Flow Analysis (Form
1084) or equivalent must have been completed. The requirement for business tax returns for each
specific business listed below can be waived if personal returns covering the most recent two-year
period are obtained, and {1) the borrower has been self-employed in the same business for at least
five years, (2) the borrower’s individual tax returns show an increase in self-employment income over
the last two years, and (3) the borrower is paying the down payment and closing costs with his or her
own funds, and is not using any funds from the business account to fund the transaction or satisfy

applicable reserve requirements. Refer to the Selling Guide for additional information. (MSG ID 3733)

BUSINESS NAME YEARS OFTAX RETURNS REQUIRED

Me.com Two-years

You.com One-year

2/19/2024
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SSOo New Slide - guideline change
Sandra Sweeney, 2024-02-01T17:11:05.139
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Fannie Mae - Tax return documentation

Business in operation/Borrower’s ownership Most recent year's 1040s

S .
S years Most recent year's business returns

Business in operation/Borrower’s ownership Most recent 2 years' 1040s

< 5years _
Most recent 2 years' business returns

Lender may waive business returns if:
1. The borrower is using personal funds for down payment and closing costs
2. Borrower has been SE for at least 5 years in same business
3. Individual tax returns show an increase over past two years

19

19

19
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SSOo New Slide - new guideline
Sandra Sweeney, 2024-01-29T21:35:56.046
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Scenario - loan approved

through DU
Can business returns be waived?

2022

W2 income from
business = $35,000

2021

W2 income from
business = $60,000

=)
o-\)‘

Business income from
S-Corp = $105,000

Business income from
S-Corp = $90,000

Sha

7
——
)>Y T4

\w
”»

Total = $140,000

Total = $150,000
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Why is this important?

Business Profit Trends
80

70
60
50
40
30
20

10

2016 2017 2018 2019 2020 2021 2022 2023

—Qver the Years

21
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Freddie Mac
Selling Guide - Section 5304.1(e)
Effective 02/07/24

Secondary
self-employment

Self-employed income not
used to qualify

MGIC

F"Idie Mac seller/Servicer

Single-Family ~ Cuide

Guide Home Seller/Servicer Relationship Selling Servicing

Refer to Form 91 for the appropriate treatment and calculation of the Borrower's
proportionate share of the net rental real estate income or loss.

(e) Self-employment income not used for qualification

The following chart contains requirements and guidance pertaining to self-employment income not used for

qualification:

Subject

Self-employment
disclosed on Form 65,
Uniform Residential
Loan Application {or
other documentation)
but not used to qualify

Self-employment income not used for qualification
Requirements and guidance

The Seller is not required to obtain any additional documentation or evaluate the
income or loss from the self-employment for each Borrower on the Mortgage who:
= Has a primary source of income, other than self-employment, used for
qualifying for the Mortgage (e.g., salaried income from primary
employment), and
= |s self-employed and self-employment income is a secondary source
of income

For each Borrower on the Mortgage who is self-employed and does not have
another source of income that is used in qualifying for the Mortgage, the following
requirements apply:
= The Seller must obtain pages 1 and 2 of the Borrower's federal
individual income tax returns, and the applicable schedules (e.g.,
Schedule C, Schedule E), to determine if there is a business loss that
may have an impact on the stable monthly income. Refer to Section
5302.4(b) for information about using IRS tax transcripts to meet
certain portions of this requirement.
= [f a business loss is reported and the Borrower qualifies
with the loss, then the Seller is not required to obtain any
additional documentation relating to the business loss
If a business loss is reported and the Borrower does not
qualify with the loss, then the Seller must perform a
business and income analysis to determine whether
depreciation adjustments or other factors such as business
closure or evidence of a one-time non-recurring event justify
a reduction of the reported loss when calculating the stable
monthly income. The Seller must obtain additional
documentation needed in order to fully evaluate the loss
and support the analysis (e.g., business tax returns (final or
otherwise), evidence of a one-time non-recurring event).
If the tax returns or other documentation in the Mortgage file (e.g., IRS
tax transcripts, additional Schedule K-1's) reflect positive income from
self-employment but that income is not used to qualify, additional
documentation {(e.g., complete business or federal individual income
tax return(s)) is not required

22
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Secondary self-employment

Fannie Mae

(@)
Ask Poli for Sellers

Can business loss or income from self-employment income that is secondary and separate be disregarded?

X

Can business loss or income from self-employment income that is secondary Q & <

and separate be disregarded?

Fannie Mae does not require lenders to review or document income from secondary sources when that income is not needed to qualify. Business-
related debt for which the borrower or co-borrower is personally obligated would likely be on their credit report and therefore already included in the
debt-to-income (DTI) ratio.

As a practical consideration, borrowers with a primary source of income that is not derived from self-employment and is sufficient to cover the
obligation have more flexibility and could discontinue a secondary self-employment activity should it prove unprofitable. Consequently, it is our view
that if the income not derived from self-employment is sufficient to qualify the borrower, ne further inquiry regarding any secondary business losses is
required.

The provisions of the Truth in Lending Act’s Ability to Repay (ATR) provisions require verification of the amounts of income, assets, or debt abligations
that the creditor relies on to determine a borrower's ability to repay using third-party records that provide reasonably reliable evidence of the
borrower’s income or assets. As a general rule, there is no ATR requirement for creditors to identify and examine losses or expenses related to income
that the borrower does not declare as income for the purposes of obtaining a mortgage loan.

23
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The borrower is a self-employed designer
and owns an Amazon store. Their earnings
declined from 2022 to 2023. « Whatis your primary concern?

The 2024 YTD is still low, but the
borrower’s LOE explained that spring is * Where does YTD P&L fall in trending?

their busy season, and they expect to
recover to previous volume.

* How does overall layering of risk impact
Subject transaction is cash out to put your evaluation?

money into business with marginal credit

history.

MGIC

24
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John & Ginny Borrower

m Married, no dependents

m John has an interest in
3 companies

m Ginny has an interest in
2 companies

m Own 3 rental properties

MGIC

25
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o-step process

MGIC

3.

Cash flow
P&L

4.

Validate
P&L

S.

Determine
income

26

26
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All-in-one
self-employed income
calculator

* Excel XLSM - macro-enabled
* Excel XLSX - macro-free
* Excel XLSX - macro-free short

MGIC

SAM Worksheet - Help Document
The
«shfiod Profit and Loss Statement Analysis
et | User Tips:
waead -9+ Comparative Income Analysis Worksheet
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Fmelgeee Liquidity Worksheet
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SSOo New Slide - Using Magic Minutes format
Sandra Sweeney, 2024-01-29T17:42:19.115



2/19/2024

mgic.com/seb

MOIC o i i i o o

Senviciog Coonects

Self-employed horrower and income analysis

calculators '
Edfiable and auto-calcuk ksl icaly foe ko . rigage 0ios.

M+ enteristag

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

28
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SSO Replace with new web screen shot
Sandra Sweeney, 2024-01-29T16:48:44.963
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Schedule K-1
Form 1120-S

MGIC

E?7LL21
[] Amendea k1 OMB No. 1545.0123
Schedule K-1 2©22 s Share of Year
(Form 1120-S) Deductions, Credits, and Other Items
Dapartment o Orainary busi =
o For calencar year 2022, ortaxyesr | 1 | Oraina o= 43 | Credus
beginning [ 2022]  gnang [ ] 2 | e o
Shareholder’s Share of D 3 | Other net rental income (loss)
Credits, etc. See separate instructions.
4 Interest income
Information About the Corporation e = —
A Corporation’s employer identficaton number Sa | Ordinary diidends
00-0000000
B Corporation’s name, address, city, state. and ZIP code Sb | Qualifies drvadends 14 Scheduse K-3 is attached f
B checked - -+ -« . .
NETW X & | Royames 18 | Allemative minimum tax (AMT) Sema
42000 N. EXECUTIVE DR 7| ot ahort e caphal gain 0oes)
JACKSON, TN 38301
C IRS Center where comporation fied retum 8a | Net long-term capital gain (loss)
D Corporation’s total number of shares 8b | Collectbles (28%) gan (loss)
Beginning of tax year.
ooty 8¢ | Unreceptured section 1250 gan
L] Net section 1231 ) 1% Itemns affecting sharehoikder bas!
[FT2AW Information About the Shareholder S 4 e sl
E = identiying number 10 | Other income foss) D
3412 W. SILVERWOOD DR
JACKSON, TN 38305
17 Other informaton
@ Current year stiocation e A 1,200
11 Section 179 deduction
M Snharenaiders number of shares
RN T — 12 | Other deductions
Endoftmeyesr . . . ... i.. s
| Loans from sharehoider
Beginning of tax year. s
End of taxyear . . . s
=
b3
S
&
18 More than one activity for at-risk purposes”
19 More than one activity for passive activty purposes”

* See hed for information.

For
JSA_2C1000

Paperwork Reduction Act Notice, see the Instructions for Form 1120-S.  www.irs gowForm 11208
1,000

Schedule K-1 (Form 1120-5) 2022

29

29

29
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//guide freddiemac.com/app/gu

Freddie Mac Home Multifamily Capital Markets

A seller/Servi
FreddieMac e Guide Home Seller/Servicer Relationship Selling Servicing

Single-Family ~ Cuide

same level in the new location

(d) Business and income analysis
The following chart contains requirements and guidance pertaining to business and income analysis:

Analysis

Topic quirements and guid

Business and income Business review and analysis:
analysis

The Seller's analysis of the business must support that the business has sufficient

liquidity and is financially capable of producing stable monthly income for the
Borrower.

= The analysis must include a review of the business tax returns

= 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 reasonable for the
type of business activity and level of business income. Business tenure
should be considered
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

Q search the Guide view Al ~

Freddie Mac
Selling Guide -
Section 5304.1(d)
Effective 02/07/2024

31
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SAM Cash Flow Analysis Worksheet with P&L

S Corporation Cash Flow

Evaluate business income as required by your investor,

X | scorporaTion Name: Digital Network Systems

35
36

37

40
41
42

43

45

SCHEDULE K-1

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

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

SUBTOTAL

FORM W-2

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

FORM 11205

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

Depreciation: LINE 14

Depreciation (FORM 8825): LINE 14

Depletion: LINE 15

Amortization/Casualty Loss (only if noted): LINE 19 from attached statement
Maortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 17, Column d

Travel and Entertainment Exclusion: Schedule M-1, LINE 3b

SUBTOTAL

iplied by O hip P

F B

Shareholder’s Total Share of Income (Loss)

ol Ce—eamal
$ 32,550.00 $ 36,900.00
$ 15,000.00 $ 20,000.00
(7) li)
(s 1,000.00 ) (s 1,000.00 )
$ 14,000.00 $ 19,000.00
50% 50%
$39,550.00 $46,400
12 = $3,296 12 = $3,867

DECLINING INCOME

32

2/19/2024
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MGIC

Financial statements

35
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Audited or not ... what’s the big deal?

m Unaudited statements
» Majority of time
» Self prepared or third-party prepared
» Used for supporting documentation

m Audited statements
» Rarely received

» Requires third-party verification of information by
examining records - costly and time-consuming

» May be used for qualifying

A4S

36

36

36
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Digital Network Systems

Income Statement
Date: 5/30/2023
Profit & Loss
Sales $ 151,750
Discounts & allowances 500
Net sales 151,250
Cost of Goods Sold 80,300
Gross Profit 70,950
Other income
Interest income 1,300
1,300
Expenses
Salaries 14,300
Employee benefits 6,270
Licenses 1,155
Travel and entertainment 1,100
Insurance 4,125
Maintenance 4,400
Interest 1,595
Depreciation 7,500
Total Expenses 40,445
$ 31,805

MGIC -

37

37

37
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o-step process

2. : S.

Cash flow Determine
taxes income

MGIC 38

38
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MGIC’s P&L Cash Flow Analysis Form

X | sCcORPDRATION

Time Frame [i.e_, ¥TD, quarterly): +
Date From: -

Date Paid Through:

Net Income:

Deduct nonrecurring income: [ 11 ]

Add norrecurring loss:

Depreciation:

Depletion:

AmortizationdCasualty Loss:

Other:
SUBTOTAL % = % =
Multiplied by Ownership Percentage:
Shareholder’s Share of Income [Loss] ¢ a t =
YWages:
Total Income: % = & o=
Monthly Income: t z t =

| sam | P&L Statement

39

39



Digital Network Systems
Income Statement
pate: | 5/30/2023

Sales $ 151,750
Discounts & allowances 500
Net sales 151,250
Cost of Goods Sold 80,300
Gross Profit

Other income
Interest income

Expenses
Salaries
Employee benefits
Licenses
Travel and entertainment
Insurance
Maintenance
Interest
Depreciation
Total Expenses 40,445

Net income $ 31,805

Profit and Loss Statement Analysis

[T

S Corporation Cash Flow

Use of this information is discretionary. FOLLOW INVESTOR GUIDELINES.

X ] S CORPORATION

Digital Network Systems

Net 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:

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

Date From:

Date Paid Through:

Total Income:

Monthly Income:

YTD

1/1/2023

5/30/2023

31,805.00

1,300.00 ) (

7,500.00

19,002.50
3,823.44

2/19/2024
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SAM Cash Flow Analysis Worksheet with P&L MGIC ITmﬁt and Loss Statement Analysis MGIC.

L
S Corporation Cash Flow S Corporation Cash Flow
Evaluate business income as required by your investor Use of this information is discretionary. FOLLOW INVESTOR GUIDELINES.
X] § CORPORATION Name:  Digital Network Systems m m X ] S COPORATION Digital Network Systems
SCHEDULE K1 Time Frame (i.e., YTD, quarterly): Y1D +:
35 Ordinary Income (Loss}: LINE 1 1F» Distribut £ i itement 5 3255000 $ 3690000 Date:Fromi: 11208 «
36 NetRental Income (Loss): LINES 26 3 I
Date Paid Through: 5/30/2023
SUBTOTAL $ Rs50M § 0 365000
NetIncome: S 31,805.00
FORM W-2 Deduct nonrecurring income: (S 130000 ) | )
37 Wages:W-2,Box5 fin general) Add nonrecurring loss:
Depreciation: 5 7,500.00
FORM 11208
Depletion:
%, e SE— Amortization/Casualty Loss:
39 Depreciation: LINE 14 15,000.00 20,0000
nles 75 —5 Other:
40 Depreciation (FORM 8825): LINE 14
41 Depletion: LNE 1 SUBTOTAL $ 38,005.00 $
42 Amortization/Casualty Loss fonly if noted): LINE 19 rom attached st Multiplied by Ownership Percentage: 50%
43 Mortgages or Notes Payable i Less Than 1 Year: Schedu 17, Coha ( ) [ l Shareholder's Share of Income (Loss}: § 19,002.50 $
44 Travel and Entertainment Exclusion: Schedule -1, LINE 35 (§ 1,000.00 ) [§ 1,00000 )
Wages:
SUBTOTAL § 14,000.00 § 19,000.00
45 Multiplied by Ownership Percentage 0% s Total Income: ¢ 19,002.50 $
Monthly Income:
Shareholder's Total Share of Income Loss) $ 7,00000 § 9,500.00 v $ 3,823.44 $

| n2=$3206 || 12=$3867 | INCOME HAS
STABILIZED

41
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o-step process

2. 3. S.

Cash flow Cash flow Determine
taxes P&L income

MGIC 42

42
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For Paperwork Reduction Act Notice, see separate instructions.

us. Income Tax Return foran S Corporation

o ot file this form unless

ram1120-8

Depariment of e Troasury ‘WRaching Formm 2553 16 aiott 16 be an 5 Corporation.
Interl ey Servce Go to winwis GOWFbmmT 205 for Instructions. and the wtest iormation.

For calendar year 2022 or tax ning . 2022, ending .20

RS claction eftectis date. Fd'!m- D Corooyer dentrbcstion mumber
DIGITAL NETWORK SYSTEMS 00-0000000

T v sty e Number, siraet, and room or sulte no. 13 P.O. box, 588 Instructions. € Date incoporstad

Db (20 rmscs) [OR

42000 N. EXECUTIVE DR 08/01/2011

Comrsnus Cily or town, slale or province, country, and ZIP of Toreign postal codo, [F Tocal assets (soe inasrucions)
JACKSON, TN 38301 s 373,220

G Is the corporation electing to be an S corporation beginning with this tax year? See instructions.  |_| Yes No
(8 [ s etection teminsten

H Checkit: (1) [_] Finairewm  (2) ) )
1 Enter the number of ‘who were ﬂmmﬁ .............

J_Check if con ted activities for section 465 al-risk Grouped activities for section 469 passive activit

Caution; Include or :rm or business income and expensas on lines 1a through 21. s-m instructions for more

18 Gross receipts or sales 1a 276,000

b Returns and allowances 1,000]

© Balance. Sublract line 16 from line 1a. _ 275,000

E 2 Cost of goods sold (attach Form 1125-A) o R e e 146,000
2| 3 Gross profit. Subractline 2fromine 1c. _ . _ . . . _ 129,000
T| 4 Net gain (loss) from Form 4797 line 17 (attach Form 4707)

S Other income (loss) (see instructions - atiach statement) | S 10,000

6 __Total income (loss). Add lines 3 through 5 . . . . . . . 139,000
_| 7 Compensation of officers (ses instructions - At Form 1125.6) %
€| 8 Salaries and wages (less employment credits) i - 26,000
3| s Ropairs and maintenance _ X X 8,000
£l . .
5| )
% 2 o 2,100
gl lrﬂ-nl(nlimm) i} 2, 900
% |14 Depreciation from Form 4562 nond-m-ammenzs-Awmmnmmlum(mem 45&2; R T 15,000
< |15 Depletion (Do not deduct ol and gas depletion ) _ . L. . . 1S
Eloe mmeimng

17 Pension, profit-sharing, elc., plans £ 400
% 18 Employse benefit programs ) , 000
3|19 Other deductions (attach statoment) . . , 500
§ 20 Total deductions. Add lines 7 through 19, . 73,900
|21 _ordinary business income (ioss). Subiract iine 20 from iine & 65,100

22 a Excess nel passive income o LI

b Tax from Schodule O (Form 1120:8)

© Add lines 223 and 22b (see Instructions for additonal iaves)
23.2 2022 astimatod tax paymants and 2021 averpayment credited 16 2022

b Tax deposited with Farm 7004 %

«© Credit for federal tax paid on ludi (nm le\ ‘1!5)

4 A lines 238 rOUGN 23€ « = « + = =+ = - v v v w e s
24 Estimated tax penalty (see instructions). Cheek if Form 2220 Is attached
25 Amount owad. If fine 23d is smaller than the total of lines 22¢ and 24, enter amount owed
26 Overpayment. if line 23d is larger than the tatal of lines 22¢ and 24, enter amount overpaid
27 _Enter amount from line 26: Credited to 2023 ostimated tax

Tax and Paymaents

Urder peraiies of perpary, | decirs Thai | hove saamned the relim. [oohdng Sccorpanyng mheddes sd st and 1 the
Sign | o md comsiste. Dectanin of prspers pregarer has any knowledge

e

May the BIS ducuss this return

Here Il
Signature ol olcer Date. Tite Ho.
PrnUType preparers name [Preparers sgnature Date
Paid 1
Fumnoame  V.1.P. TAX INC. [fmsEm  00-0000000
Use Only 3 PEACHTREE LANE, JACKSON, TN 38305
Frmfa address

Phone no.

Form 1120-8 (2022)

Digital Network Systems
Income Statement

Date:

Sales
Discounts & allowances
Net sales
Cost of Goods Sold
Gross Profit

QOther Income
Interest income

Expenses

Salaries
Employee benefits
Licenses
Travel and entertainment
Insurance
Maintenance
Interest
Depreciation
Total Expenses

Net income

5/30/2023

$ 151750

500

151,250

80,300
70,950

1,300
1300

14,300
6270
1,155
1,100
4,125
4,400
1595
7,500
40,445

$ 31805

43
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Digital Network Systems
Income Statement
pate: | 5/30/2023

Sales $ 151,750
Discounts & allowances 500
Net sales 151,250
Cost of Goods Sold 80,300
Gross Profit

Other Income

Interest income 1,300
“ o
@@ @ Salaries 14,300
\!@N& @@@ Employee benefits 6,270
(&W \% @@ Licenses 1,155
@@ @ Travel and entertainment 1,100
%@@ m@“ Insurance 4,125
@@ Maintenance 4,400
@% % Interest 1,595
b@ Depreciation 7,500
Total Expenses
Net income

70,950

1,300

40,445

$ 31,805

44
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o-step process

2. 3. 4,

Cash flow Cash flow Validate
taxes P&L P&L

MGIC 45

45
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What income would
you use?
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SAM Cash Flow Analysis Worksheet with P&L MGIC
* To modify the Total No. of Months select the applicable number from the # mo. drop-down box.
= To exclude a Subtotal from Qualifying Income, select the box to the left of the dollar amount.
Subtotal
s 10,000.00
All business subtotals
PERSONAL CASH FLOW SUBTOTALS: uahfving Incanie ;:"::f
Subtotal #mo. Subtotal #mo. Maonths

l:l schedule C I:l s 38,520.00 12 I:l 3 36,240.00 12 s 3,115.00 24

PARTNERSHIP & S CORPORATION CASH FLOW SUBTOTALS:
[ Schedule K-1 Tanglewood Realty I:l s (3,800.00) 12 I:l 3 (10,000.00) 12 5 (575.00) 24
I W-2Wages Tanglewood Realty |:| g E: 12 I:l s - 12 5 - 24
F Form 1065 Tanglewood Realty I:l s - 12 I:l 3 - 12 5 - 24
[ ] Partnership Tanglewood Realty Subtotal s {3,200.00) = (10,000.00) s (575.00)
T Schedule K-1 Westchester Development I:l s 21,000.00 12 I:l 3 20,000.00 12 $ 1,708.33 24
I W-2 Wages Waestchester Development I:l S - 12 I:l 3 - 12 5 - 24
F Form 1065 Westchester Development I:l s 1,200.00 12 I:l 3 1,000.00 12 5 91.67 24
[ Partnership Westchester Development Subtotal 3 22,200.00 s 21,000.00 s 1,800.00
B s dule K-1 Digital Network Systems I:l s 32,550.00 S 36,900.00 a s 2,712.50 12
T W-2 Wages Digital Network Systems I:l S - - S - ] s = | 12
I Form 11205 Digital Network Systems I:l s 7,000.00 3 9,500.00 o 5 583.33 12
[ S Corporation Digita twor s 39,550.00 5 - -5} 3,295.83

CORPORATION CASH FLOW SUBTOTALS:
[ W-2 Wages Interior innovations I:l s 54,000.00 12 I:l 3 43,000.00 12 $ 4,041.67 24
F Form 1120 Interior Innovations I:l s 12,470.00 12 I:l 3 7,650.00 12 s 838.33 24
| Corporation Interior Innovations Subtotal =4 66,470.00 s 50,650.00 s 4,880.00
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SAM Cash Flow Analysis Worksheet with P&L

MGIC

Cash Flow Analysis Summary

* To modify the Total No. of Months select the applicable number from the # mo. drop-down box.
* To exclude a Subtotal from Qualifying Income, select the box to the left of the dollar amount.

Subtotal

@ s 10,000.00

PERSONAL CASH FLOW SUBTOTALS: 2022 2021

Subtotal #mo. Subtotal #mo.

PARTNERSHIP & S CORPORATION CASH FLOW SUBTOTALS:

Schedule K-1 Digital Network Systems D $ 32,550.00 12 E $ 3690000 0
W-2Wages Digital Network Systems [.I S - n |EJ $ . 0
Form 1120S Digital Network Systems D S 7,000.00 12 E $ 9,500.00 0
S Corporation Digital Network Systems Subtotal $ 39,550.00 $

CORPORATION CASH FLOW SUBTOTALS:

$
$
§
$

Total
Qualifying Income No.of
Months

2,712.50 12

12

58333 1

3,295.83

Comments / Notes (For a new line hold.Altand praseCater)

T ——

< 2022 average of income used due to declining income, YTD P&Las of 5/30/23 shows eamings have stabilized and are now at pre‘v@

48
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F dllnie Mae

SINGLE FAMILY

MGIC 49
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@ Fa{lnje Mae‘ AboutUs  BusinessPartners  Homeowners&Renters  Research&lnsights  Newsroom  Careers  ContactUs  Login

SINGLE FAMILY Originating & Underwriting  Pricing & Execution  Servicing  Delivering  Learning Center  Apps & Technology — News &Events

Selling Guide - . .
B3-3.2-01: Underwriting Se"mg Guide

Factors and Documentation

for a Self-Employed Borrower
When a borrower is relying upon self-employed income to qualify for a mortgage and the requirements that permit the lender

( 12/ 13/2 O 23) to waive business tax returns are not met, the lender must prepare a written evaluation of its analysis of the borrower’s
business income. The lender must evaluate the borrower’s business through its knowledge of other businesses in the same
industry to confirm the stability of the borrower’s business income and estimate the potential for long-term earnings.

Analysis of Borrower’s Business Income

The purpose of this analysis is to:

may require additional evaluation;

measure year-to-year trends for gross ir

The lender may use Fannie Mae’s Comparative Income Analysis (Form 1088) or any other method of trend analysis that enables
it to determine a business’s viability, as long as the method used fairly presents the viability of the business and results in a
degree of accuracy and a conclusion that is comparable to that which would be reached by use of Form 1088,

A copy of the written analysis and conclusions must be retained in the individual mortgage file. 50

50
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FreddieMac Guide Home  Seller/Servicer Relationship ~ Selling  Servicing
Single-Family

THE SINGLE-FAMILY SELLER/SERVICER GUIDE

Search the Guide

What can we help you find?

(d) Business and income analysis

The following chart contains requirements and guidance pertaining to business and income analysis:

Analysis
Se l l I ng G u Id e - Topic Requirements and guidance
5304 1(d ) - Sta ble m Onth Iy Business and  Business review and analysis:
. . income
i ncome a nd d ocum entatlo n analysis The Seller's analysis of the business must support that the business has sufficient liquidity
and is financially capable of producing stable monthly income for the Borrower.
req uirements fo r Se|f— + The analysis must include a review of the business tax returns
¢ The Seller's review must include, at a minimum, an analysis of gross receipts or sales,

em ployed Borrowe rs - cost of goods sold and gross profits. All should be typical for the type of business and

H H H reflect consistent year over year trends. In addition, the business expenses should be
BUSI ness an d Income ana lySIS reasonable for the type of business activity and level of business income. Business
Effective 02/07/2024 tenure should be considered.

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.

Use of business income reported on the Borrower's federal individual income tax returns
= For sole proprietorships, stable monthly income must be based on the income
reported on Schedule C of the Borrower's federal individual income tax returns
For Partnerships and S corporations, stable monthly income may be based on the
Borrower's proportionate share of income (e.g., ordinary income, guaranteed
payments) carried from the Form 1065 or 1120 S, through the Schedule K-1 and onto
the Borrower's federal individual income tax returns. Although cash distributions 51
reported on the Schedule K-1 may not be used as qualifying income, they may be used

51
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. ™
Comparative Income Analysis Worksheet MGIC
Business Name: Digital Network Systems.
Select the Year(s): 1) 2021 2022 2023
Gross Receipt/Sales s 262,000 S 276,000 S 203,500
Returns & Allowances s 1,000 S 1,000 S 1,000
Cost of Goods Sold s 141,000 S 146,000 S 160,600
Total deductions/Total expenses s 73,200 § 73,900 § 20,890
-Total ions for ip, S Co ion or C
-Total expenses for Sole Proprietorship
Taxable Income s 53,800 S 65100 S 63,610
e nte red | n ta b I e - Ordinary Income (Loss) for Partnership/$ Corporation
-Taxable Income [Loss}for Corporation
A | | - Net Profit [Loss) for Sole Proprietorship
- t 5 Gross Receipts/Sales s 264,000 s 276,000 s 303,500
3 Change +5% +10%
o Ch an ges Gross Income s 263,000 s 275,000 s 302,500
(Gross Receipts/Sales - Returns & All )
Comparisons R - i
Cost of Goods Sold (CGS) s 141,000 s 146,000 s 160,600
% Change +4% +10%
Expenses s 214,200 81%* s 219,500  80%* s 241,890  80%*
(CGS + Total deductions/Total expenses)
% Change +3% +10%
Gross Profits s 122,000 s 129,000 s 141,500
(Gross Receipts/Sales - Returns & -cGs)
% Change 6% +10%
Taxable Income s 53,800 20864+ s 65,100  243%** s 63.610 213 **
% Change +21% 2% 52
*Annual % of Expenses compared to Gross income **Annual % of Taxable Income compared to Gross Income
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A look into the future

based on the present
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Casualty losses ... Now what?
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Casualty losses

* A casualty occurs when your property is damaged
as a result of a disaster such as a storm, fire, car
accident or similar event

e Atheft occurs when someone steals your property

A sudden event * Unexpected * Unanticipated * Unintended * Unusual

=
A
\
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@IRS Help | News | Engishw | 4@ chantes&nonprofs | [& Taxpros

File Pay Refunds Credits & Deductions Forms & Instructions

Disaster assistance and emergency relief for individuals and
businesses

Casualty Losses

Affected taxpayers in a federally declared disaster area have the option of claiming disaster-related casualty losses on their
federal income tax return for either the year in which the event occurred, or the prior year. Taxpayers choosing to claim their
losses on their 2022 return have extra time, until Oct. 15, 2024, to make this election. See Publication 547 for details. Individuals
may deduct personal property losses that are not covered by insurance or other reimbursements. For details, see Form
Casual

4684,
es and Thefts [#or ] and its instructions Affected taxpayers claiming the disaster l0ss on their return should put
FEMA disaster declaration number, 4756-DR on any return. See Publication 547 for details

Source: www.irs.gov
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Effect of a temporary closure of a business

— e

* A business must be open
and operating

* Agap in employment or a
reduction of income cannot
be excluded from the
calculation, and the year-to-
date income must continue
to be calculated over the
entire period
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Net operating loss (NOL)

m 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

59
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Why worry about NOLs?

Prior business

* Not as concerning

e Still need LOE

Current business

* When?
e Why?

* How much?

60
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Can you always add
back in NOLs?
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SCHEDULE C
{Farm1040) Profit “'ﬁlﬂfn‘f‘_’:ﬂ 3uslness

Dapartmant of tha Traaaury adid Yor!
inteerl Paverus Senica | Altach to Form 1040, 1040-SR, 1040-NR,

1041; partnerships must generally file Form 1065.

Atachment
Sequence Na. 09

Name of proprietor

‘Soclal security number (SSN)

A~ Principal business of profession, InCIuding product or service (s instructions)

B Entor code trom Instructions
|

G Busness nama. 1 no eparate business name, leave bk [

E Business address inciuding sulle or room na)

D Employer ID mumber (EIN) (see st
| |

Cty, town or post office, state, and ZIP code )
Accounting method: (1) [|Cash  (2) [Accnal  (3) [JOther ispecify)

Did you “materiaily particiate” of this bu 0227 1 “No," sen
It you staned of acquined thes business during 2022, check hive .
Dk you make any payments in 2022 that would roquie you (a ke Formis) 10047 Ses instructions

c-zom

Yes | Mo
Yes | INo
Yoz [ Mo

1t “Yes.” i you or wil you the required Formis) 10997 .
Income

1 Gross receipts or sales. Sea instructions for ine 1 and check the box f this ncome was reporied 10 you on
Form W-2 and the “Statutory employee” box on that form was checked . < L

homa. Add knes 8 through 27a

1
2 Retums and alowances [2]
3 Subtractline 2 from e 1 [=]
4 Costof goods sald (from line 42) 4
5 Gross profit. Subtract ine 4 from e 3 [ & ]
8 Other income, including federal and fuel tax crodst or refund [e ]
: a8 160,000
I Expenses. Enter expenses for business use of your home only on ine 30.
8 Advertising . ] 18 Office axpensa (see instructions) . | 18 |
Gor and tuck expenses 19 Pansion and profit-sharing plans . | 19
{see instructions) 20 Rent of lease (see instructions):
10 Commissionsandfoes . | 10 | & Venicies, machinery, and equpment | 20a |
1 Convactiabor fsee structions) [ 11 b Other business property 200
12 Deplation 21 Rapairs and mantenance [21]
T Dapuciation snd section 179 22 Supphes (not included in Part I
axpense  deduction oot Foa
wded in Pad ) (se0 14.000 23 | Tass and koenses 2
instructions! > 24 Travel and meais: 1.000
14 Emplayes benefil programs. a Travel 24 2
{ether than on fine 19) 14 b Deductibis meals (see
15 Insurance fother than health) | 15 instructiors) [ 29 |
18 Interast {see instructions}: 25 Unities [2s ]
8 Morigage [paid to barks, etc) | 16a 26 Wages flass employment crodits) | 28
Other . . . . [160 | 27a Other expenses (from line 48) za| 25.000
4 17 b_Reserved for futurs usa 2
28
2

2 Tentative profit or loss). Subtract line 28 from line 7
Expansos for business use of your home. Do not raport these expenses slsewhore. Attach Form 8829
unless using the simplified method. Se6 instructions.
Simplified mothod fllers anly: Entor the total square footage of (a} your home:
and b} the part of your home used for business:,
™ 10 entor on bna 30
31 Netprofit or (lass). Subtract ine 30 from line 29,
* Ha prof, enter on both ‘orm 1040}, line 3, and on SE, line 2. (i you
ehecked the bax on line 1, 868 instructiona ) Estates and trssts, enter on Form 1041, line 3.
* Hfaoss, you must go 1o fine 32.
22 Hyouhave a loss, chock the box that describes your investmant in this activiy. So¢ instructions
* I you checked 324, enter the log 1 (Form 1040}, line 3,
SE, line 2. i you ehicked the bax 0n king 1, 500 the ln 31 instructions.) Estates and trusts, enter on
Form 1041, fine 3,
= M you ehecked 32b. you must attach Form 6198, Your loss may be kmited

Usa the Simplified

21| 40,000

32a [] Al investment s at risk
326 [_] Some investment is not
atrisk

Reduction Act Nolice. see Cat Mo 113up

Schaduls C (Form 1040) 2022

Cost of Goods Sold (see

B Method(s) used 10

value closing inventory: a [Jcost b ] Lowerofcostormarket ¢ ] Other fattach explanation)

34 Wasthere any change
M “Yes," attach explanation

costs, o vaiua

1 Yes [ Ne

35 inventory at beginning of year, If ifferen {rom last year's closing inventory, attach sxplanation E
38 Purchases less cost of lems withdrawn for personal use: - k3
37 Cost ot labor. Do not includo any amounts paid to yourselt a7
38 Materils and supples )
39 Oorecosts. »
40 Add lines 35 through 39 . . ')
41 inventory at endi of year 5 L& |
Gost of goods sold, Subtiact Ine 41 trom ine 40, Enter the result hers and on Ined ., 2

42
Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 9 and
are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must file

Form 4562.

4 you place y 2 for business purposes? (montdaylyear) _

44 Of the total number of miles you drove your vehicle during 2022, entar the numibar of mies you used your vehicle for.

8 Business b . § _ ¢ Other

45 Was your vehicie avadable for personal use during off-duly hours? 5

48 Doyou or your spouse) have another vehicle available for personal user.

47a Do you have evidence 1o support your deduction?

1 “Yes." is the vidence written?

Clves [INe

L Yes

Cves  [he
Yes [N

icluded on lines 8-26 or line 30

Net Operating Loss (2020)
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On Form 1120

2/19/2024

It 1 1 20 U.S. Corporation Income Tax Return

Department o the Treasry

Intemal Rever:

For calendar year 2022 or tax year beginning 12022, ending_

we Servic Go 10 wwiw.irs.gov/Form 1120 tor instructions and the latest information. _

1a Consoldated returm
{attach Form 851)

OMB No. 1545-0123

Name B Empioyer identification number

b Utenord Number, Stroet, and room of ults no. I & /0. BOX, 568 INSILCtions. C Oate mcorporated
aatod return.
2 Personsi hoiding co.
tearing-4: City or town, state or province, country, and 2IP or forsign postal code D Total assets fsee instructions)

eruona sanice com.
faee instruchons) )

3

4 Schecuie -3 sttached ||| £ Checkit: (1) || Initial retum @ || Final retum ) || Name change 1) || Address change
12 Gross receipts o sales ,
b Retums and allowances . . .
© Balance. Subtract line 1b from Ime 1a .. e ! =
2 Costof goods sold (attach Form 1125-A) . . 2]
3 Gross profit. Subtract line 2 from line 1c . . N . *L‘ -
s 4 Dividends and inclusions (Schedule C, line 23) - . - . 4 |
E 5 Interest . - e . . - . . 5
E| 6 Grossrents i - 6
7 Gross royalties . S . I |
8 Captal gain nat income (attach Sehodulo D (Form 1120) . - S . 8
9 Netgainor (loss) from Form 4797, Part I, ine 17 {attach Form 4797) s | 1
10 Other income (see instructions —attach statement) . . o 10| N
11 Total income. Add lines 3 through 10 . . . . 1
- 12 Compensation of officers (see instructions—attach Form 1125~ EY . . . PR 12
13 ‘Salaries and wages (less employment credits) . . - e e s 13
14 Fepairs and maintenance . . . 1
15 Bad debts . 15
§ 16 Rents . e . . . . 16 |
17 Taxes and !\5!“545 . 17
18 Interest (see instructions) : i . S 18
= 19 Charitable contributions: . : 19
20 Depreciation from Form 4562 not claimed on Form 1125-A or elsewhers on retum fattach Form 4562) . 20
21 Depistion @ # AT & o B 2 S w @ ey s 21
22 Advedising 3 i i @ 22
£ 28 Ponsion, profit-sharing, etc., plans : 23
24 Employee benefit programs . : ¢z [
25 Reserved for future use - FoS @ 25
26 Oter deductions (attach smamem] x .- 5 3 v 26
2127 Total deductions. Add lines 12 through 26 v 27
28 Taxabie income before net operating loss deduction and Spﬁciﬂ! deductions. Sulﬂl&!:l \ma?? from line 11 28
28a  Net operating loss deduction (see instructions) 3 . 2 0
b Special deductions (Schedule C. line 24) . - . - -
o Addlines 28a and 295 20¢ | i
2 [  Taxablo income. Subtract ine 25c from ina 28, See nstructons 30 i
B |31 Totitax (Scheduled. Partl.line 11) . . 3 : 31
.| 82 Reservedtorfuture use . . ¢ 2 2 32
E| 33 Total payments and credits [Scm\o J, Pm 1, line 23) 3 ¥ 33
_; Estimated tax ponalty. Sos instructions. Check If Form 2220 Is attached 34
Amount owed. If line 33 Is smalier than the total of lines 31 and 34, enter amount owed y N
i Overpayment. 1f line 33 is larger than the total of ines 31 and 34, enler amount overpaid YN
37 _ Enter amount fom e 36 you want: Credited to 2029 estmated tax 37
T secre Wi v, e 5 th bes o o Teaiade g Bell, ¥ & i, Sorect
Slgn| e dr b E e o . Wy o S s ey
Here With the pespars: shawn bekoer?
Signature of officer ! Date Titke Do k. Y“ bced
Paid PriniType preparer’s name Preparars signatis ‘ Dais P L
Preparer | ——— Sett proployed
Use Only | Fmemame Fiem's EIN
Fm's aocress Phone o
For Paperwork Reduction Act Notice, see separate Instructions. Cat ho. 114500 Form 1120 ooz
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On Schedule 1

MGIC

2/19/2024

SCHEDULE 1

{Form 1040) Additional Income and Adjustments to Income
Department of the Treasury Attach to Form 1040, 1040-SR, or 1040-NR.

\termal Revenue Servics Go to www.irs, for and the latest nat

(OMB No. 1545-0074

Atachment
Sequence o, 01

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

Your social security number

=140 Additional Income

1 Taxable refunds, credits, or offsets of state and local incometaxes . . . . . . . . . | 1]
2a Alimonyreceived . . . . . .. ... ) i N ) % e s .« |28l
b Date of original divorce or separation agreement (see instructions}:
3 Business income or (loss). Attach Schedule G . . . . . . . . . ... ... L 13|
4 Other gains or (osses). Attach Fom4797 . . . . . . . . .. P AR RGN 4
§ Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach ScheduleE . | 5 |
6 Fammincome or (loss). Attach ScheduleF. . . . . . . . . . . . . ;_
7 Unemploymentcompensation . . . . . . . . . . ... ... ¢ .. .. 7
8  Otherincome:
a Netoperatingloss . . . . . . . ... ... .. ... LE] 004
b Qembling: < con5n b B GRS F A0 3 mensE B e DS b
¢ Cancellationofdebt . . . . . ... .......... d
d Foreign eamed income exclusion from Form 2555 . . . . . . . “8d )
e IncomefromForm8853 . . . . . . . ... ... .... Be
f IncomefromForm®8889 . . . . . . . . . ... ... .. |.8f |
@ AlaskaPermanent Funddividends . . . . . . . . . . . .. |.8g |
h Jurydutypay . . . . ... ..... v e w a 8h
i Prizesandawards . . . . . . .. ... | 8i |
j Activity not engaged in for profitincome . . . . . . . . . .. |8 |
k Stockopllons . . . ooowwoa@owow @ G A e WE W e 8k
I Income from the rental of personal property if you engaged in the rental
for profit but were not in the business of renting such property . . . [ 81
m Olympic and Paralympic medals and USOC prize money (see |
instruetiong) i o iw b e @ W s u A e e |8m |
n Section 951(a) inclusion (see instructions) . . . . . . . . . . | 8n |
o Section 951A(a) inclusion (see instructions) . . . . . . . . . . 8o
p Section 461(l) excess business loss adjustment . . . . . . . . |8p |
q Taxable distributions from an ABLE account (see instructions) . . . |8q]|
r Scholarship and fellowship grants not reported on FormW-2 . . . | 8r
s Nontaxable amount of Medicaid waiver payments included on Form
ADADRRRTEOETE: . o o o 5 o o o o i e e S w6 S 8s )|
t Pension or annuity from a r fed deferred plan er
anongovernmental section457plan . . . . . . . ... L. |8t |
u Wages eamed while incarcerated . . . . . . . . . .. .. 8u
z Other income. List type and amount: 4
8z
9 Total other income. Add lines8athrough8z. . . . . . . . . .. .. ... .. |9 |
10 Combine lines 1 through 7 and 9. Enter here and on Form 1040, 1040-SR, or 1040-NR, line 8 | 10
For Paperwork Reduction Act Notice, see your tax retum instructions. Cat. No. T1479F Schedule 1 (Form 1040) 2022

Is it associated with
the business?

Does it affect
cash flow?
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Purpose of cash flow analysis

Stable

Likely to continue
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N
MGIC = o i e e e o
Self-employed borrower and income analysis =
calculators
Edfabie and auto-calcul & iy foe o # rigage £ros. '
L}
mgic.com/seb
Gain instant access to MGIC's
enhanced self-employed borrower
and income analysis calculators
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MGIC Rates Underwriting Ondering/ Servicing Training Tosls Mortgage Comnects: Aot MGIC

SEB and income analysis calculators and

resources
Explore and editable, d and other
income worksheets and resources.

MG > wmderwitng > seh >

Updated cash flow analysis
worksheets for tax year 2023

Now availatie for downigad

Watth our averview video»

Download the calculators below s

==

T
oe B Overview & demo:
o Ay o ‘La!;u\d’v Inchuding 4 woksheets 1o ml.in_one self_employed
o income calculator

Updated calculators - available in macro-enabled or macro-
free versions

All-in-one self-employed income calculator

Incorporates 4 worksheets, including SAM cash flow analysis, iquidity, comparative income analysis and P&L analysis
(2/16/2024)

Download and save

Having trouble? Try our macro-free version»

All-in-one self-employed income calculator - Short

A condensed version of our macro-free self-employed calculator with just one of each type of business entity. (2/16/2024)

Employment & other income calculator

Designed to calculate salried bomowers' monthly qualifying income (fixed and variable) and gross-up non-taxable income
(2/6/2024)

Download and save

Having trouble? Try our acto-free version»

Rental income calculator

Cash flow income from a principal residence (2-4 Unit), investment property or business rental by review of tax retums o leases
(216/2024)

Download and save

Having trouble? Try our macro-free version»
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Magic Minutes training series

On-demand learning for mortgage pros

Magic Minutes is a collection of 15-minute video twtorials, 2477, for y als seeking self-p learning
on meaningful tepics. Explore the available videos from our Analyzing Self-Employed Income series and Evaluating &

Calculating Borrowers’ Income series

Analyzing Self-
Employed Income

This new training series helps you to
confidently calculate the qualifying
income of a self-employed bo

and determine your borrower’s ability
to make mortgage payments in the
future

Explore the series »

https://www.mgic.com/trainin

If.

Evaluating &
Calculating Borrowers’
Income

Watch this training series on
evaluating and calculating borrowers’
income, broken down into 6 individual
modules that each focus on a
specific type of income

Explore the series »

/magic-minutes-training-series
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Get a free Ml quote:

mgic.com/MiQ

Explore training;:

mgic.com/training

mgic.com/contact
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MGIC

Thank you for
choosing MGIC

mgic.com ’ ‘
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