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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the information may be outdated due to the rapidly changing nature of the residential 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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How do you become
an SEB expert? 
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One step at a time!
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Income 
calculation tools

5



3/27/2025

6

mortgage guaranty
insurance corporation

What do I need to start?

Loan application
• Tells borrower’s story

Tax returns
• Personal

• Business

• 1 or 2 years of each

Worksheet
• Documents your decisions

6
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Rental 
worksheets
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Fannie Mae Form 1039
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MGIC.com/seb

MGIC rental income worksheet
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Cash flow 
worksheets
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All-in-one 
self-employed 
income 
calculator

Excel XLSM – macro-enabled

Excel XLSX – macro-free 

Excel XLSX – macro-free short 
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mgic.com/seb
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Meet the borrowers
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Loan 
application

Case study, 
pages 10 - 12
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Borrowers’ businesses

14
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Property owned by 
business

LLC owns real estate and will 
report income on IRS Form 
1065 or 1120-S which will 
include IRS Form 8825



3/27/2025

16

mortgage guaranty
insurance corporation

Meet Jessica Johnson

50% partner in Equitable Property Group, LLC
(property owner) 
• Schedule E, page 2
• Partnership Schedule K-1
• Form 1065
• Form 8825

100% owner of Creative Design Concepts, Inc. 
• SEB W-2
• Form 1120
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Schedule K-1
(Form 1120-S)

Ownership 
percentage

Part II: Box G
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Schedule K-1
(Form 1065)

Ownership 
percentage 

Part II: Box J
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Tax forms:
Personal and 
business
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2024
Form 1040

Case study, 
pages 16 & 17
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Schedule 1

Case study, page 18
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Personal 
1040 
Schedule E –
Part II

Case study, page 40
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Schedule K-1
(Form 1065)

Case study, page 49
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Form 1065

Case study, page 44
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Form 8825

Case study, page 51
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How does this income flow?

Form 1065/Form 8825 or

Form 1120-S/Form 8825

Schedule K-1

Schedule E

Schedule 1

Page 1 of 1040
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Form 1065 – Partnership
Equitable Property Group, LLC

• Real estate owned by business

• Mortgage on real estate is in Jessica’s name

• Partnership return incomplete
• Contains Form 8825 

• Form 8825 (similar to Schedule E Rental)
• Source for K-1
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Now what?
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Taxable income 
vs. cash flow
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3 key
concepts

Noncash expenses

IRS limited loss/expenses

Recurring and nonrecurring 
income and expenses

1

3

2
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Effect on cash flow analysis

$27,200 $23,100.00

/24 = $2,095.83 33
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Can the associated 
mortgage be offset?

34

Answer: It depends
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Who is your end investor?

35
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Freddie Mac – Seller Guide: Section 5304.1(j)

36

Updated 03/05/25
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FHLMC – Regardless if borrower is
personally obligated for rental property?

1.
Cash flow the business by 

reviewing Schedule K-1 and 
IRS Form 1065 or 1120-S

2. 

If result is positive, include in income

If result is negative, include in debt

3.

Exclude mortgage in DTI if 
current* and tax returns 
evidence that  expenses 

(interest, taxes, 
insurance) are paid by 

business
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Fannie Mae Guidelines – B3-3.1-08

38Updated 10/04/2023
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FNMA – What if borrower is 
personally obligated for mortgage?

1.
Cash flow the 

business by reviewing 
Schedule K1 and IRS 
Form 1065 or 1120-S

2. 
Cash flow the 

property by reviewing 
IRS Form 8825

3.
If positive exclude mortgage;  
if loss < than PITIA, use loss;  

if loss > than PITIA, use PITIA
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Form 8825

Jessica is personally liable for debt…but 
Partnership owns the property 

X

Verify the total mortgage payment
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Rental income 
worksheet

41

X
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Purpose of cash flow analysis
Verify qualifying income that is:

• Stable

• Likely to continue

43
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44

TOOLS
FOR 

SUCCESS!

TOOLS
FOR 

SUCCESS!
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mgic.com/seb
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MGIC 
worksheets
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Training –
SEB webinars
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mgic.com/seb-webinars
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Dig deeper

mgic.com/magic-minutes
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Let us earn 
your business

mortgage guaranty
insurance corporation

Explore training
& special events

mgic.com/training

Get a free MI quote

mgic.com/MIQ

Connect 

training@mgic.com
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Thank you for
choosing MGIC

mgic.com


