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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the information may be outdated due to the rapidly changing nature of the residential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
e Case study

* Your questions

mortgage guaranty
insurance corporation




pp———_—___

“The more things
change, the

more they stay
the same.”

Jean-Baptiste Alphonse Karr






Purpose of cash flow
analysis

* Verify qualifying income that is:
* Stable

* Likely to continue

mortgage guaranty
insurance corporation



* Fuzzy
* Vague

* Ambiguoun

Subjectivity or “gray

1 - ° \ 1 +
areas” in lending Opp \r (1 Tt feerror or

e Jes LN
* Difference of opinion

* Time-consuming ... easier to say
“no”
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 Easiertoidentify questions
and additional documentation

* Easiertoexple’ntootjers

Intent or spirit of « Easie’1h W s b tidn jxt level

guidelines v-*h récon _nendation

» \Gr9Wws base of understanding
and experience

* Directs explanation of
decision for future review
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e

Were you
with us

during the
pandemic?




5-step process

1 2 3 4 o

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




Loan
Application

1b. Current Employment/Self-Employment and Income ] Does not apply

City Anytown

Employer or Business Name SPEEDY REPAIR SERVICES Phone ( 999 ) 999 - 9999
Street 123 Main Street Unit #
State FL [=] ZIP 88888 Country

Position or Title OWNER

Check if this statement applies:

StartDate 01 / 15 / 2022

(mm/dd/yyyy) []1am employed by a family member,

property seller, real estate agent, or other

How long in this line of work? 4 Years Months party to the transaction.

Owner or Self-Employed

Check if you are the Business () | have an ownership share of less than 25%. Meonthly Income (or Loss)

(¥) I have an ownership share of 25% or more. % 20250

Gross Monthly Income

Base 5 /manth
Overtime  § /month
Bonus ] /month
Commission $ /month
Military

Entitlements % /month
Other 5 /manth
TOTAL § 0.00/month
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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.
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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.
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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.




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

the borrower’s income

that is derived from the
business?

Is the business currently
in existence?

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

Is there a demand for
the business product
or service?
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NOL

On Schedule 1
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Depsrtrmnt of e Trassury— imamal Revers Sarvice
£1040 us. individual Income Tax Return |2@25

OMB No. 1545-0074 | RS s Orely — D ust it or stagia in s space

For the year Jan. 1-Dec. 31, 2025, or other tax year beginning . 2025, ending .20 | Soo soparate instructians.

| Fitedl pursuant i saction 301.8100-2 || Cambat zane || Deceased ! ¥ Spouse ! !
Sloner | |
Your first nama and middie inftial Laxst namss Your scolal security numbsr
If it retum, spouse’s first namae and micdke init Lot nams Spouse’s sooial security number
Home address {number and sireet). If you have a
SCHEDULE 1 OME No. 1545-0074
City, tawm, or post affice. F you hawe a foreign = (Form 1040) Additional Income and Adjustments to Income
o tha Tressiry Attach to Form 1040, 1040-5R, or 1040-NR. @@2‘5
i i i i ; Attachment
Foreign courry name Frterrcsl Fouenie Senvics Go to www.irs.gov/Form 1040 for instructions and the latest information. Selzﬁenrz e 01
Nama(s) shown on Form 1040, 1040-5R, or 1040-MNR Your social sacurity number

Filing Status || Single

Chack oty [ Maried filing jeintly (e

one bax. ] Mared filng separatel
and full marme heaa:

] I treating a norvesiden

RAME (S8 instruclions

Al arry teme during 2025, d
Digital Assets 53 oo or cthenwise di

Dependents Depy
|see instructions (1) First name
" [2) Last name
morne
than four = §== ]
dependerts. 4 Asistionship
see nstructions
Ghack if hved
and check [] R you more fal L Vet
. than haifof 2078 (b} | | And
8 Chaeck i O ;ull-hmu
Ghild tax
(T Creaits H|
] Check i your filing stat
separaled according o
Fve in the same househ
Income 1a Total armourt from Fo
AmachFormisy D Household empicyes
W2 here. Alsa € Tip ncome not report]
attach Forms Y "
We2G and d  Medicaid waiver payn
1096-A if tax & Taxable depandent c
waswuRSL o Empl rewided ad
Hyou did not plcyer-p
get a Form g 'Wages rom Form 85
W-Z, son &
instritions b Other eamed income
i Montaxable combat p
2 Add lines 1a through
Attach Sch. B 2a Tax-exernpl infenest
W o] 3a  Qualified dividends
& Cheack il your child's di
d4a [RA distributions .
& Check if [s8& instruct
Sa PFensziong and annuitig
& Check if [see instruct)
Ba Social sacurity bemnafi|
c H you elact io use the
d I you are marred fing
Ta Capital gain or joss),

b

B
10
11a

Chack it: [] Schedy
Additienal insame fref
#Add lines 1z, 2b, 3b,

Adjustments 1o incoer|
Subtract ine 10 fram

For Disclosure, Privacy Act, and Papensork

For 2025, enter the amount rsported 10 you on Form{s} 1099-K that was included in eror or for persona] items
soldataloss .

Note: The remaining amounts rnported e you an Fc-m'l{s} 1099-K should be repoﬂ.ed alsewhare on your raturm depending on the
nature of the transaction. See www.irs.gov/T099k.

m:mal Income

Taxable refunds, credits, or offsets of state and |ocal income taxes |

2a Alimony racelved

b Date of original divorce or ssparatlon agrsernem (sss |nstr|.|ct|0ns}
Business income or (loss). Attach Schedule C .

Other gains or (losses). Check if any from Form(s): u ara7 _I e

Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach SchsduleE
Farm income or (loss). Attach Schadule F

- @ Wb W

Unemployment compensation. If you repaid a 2025 mrpaymsm isee |nstruc.t|ons} kK h-&rs _| and
enter amount repaid:

~ ﬂmnm pl=

Othar incomea:

Netoperatingloss . . . . . . . . . . . . . . . . . . .. i25000}

Gambling .

Cancellation of d&bl . .

Foreign eamed income exclusion fmm Form 2555

Incoma fram Form 8853 .

Income from Form 8889 . .

Alaska Permanent Fund dl\ndends

Jury duty pay

Prizes and awards . .

Activity not engaged in for proflt income

Stock options

Income from the rantal of psmcnal pmpemr |f you engagad in Iha ranlal I'or

profit but were not in the business of renting such property .

Olympic and Paralympic medals and USOC prize monay (see |nstruc1|ons}

Section 951(a) inclusion (see instructions)

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

Saction 461(]) excess business loss adjustment

Taxable distributions from an ABLE account (see |rlslmchonsj

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

Nontaxable amount of Medicaid walver payments included on Form 1040 Ilne

laorid

Pansion of annuity fmm a nonquallfad de’ferred compsnsahon plan of a

noengovernmental section 457 plan

u  Wages earned while incarcerated . -

v Digital assets recelved as ordlnary income not rsporlad elsewhere See
instructions . . L.

2z (Other income. List typs and amount:

—_x=— o o Q0 O

w To0To3F

2 [efe [¢ [e[[s[z[=[g] ahzygewgh

Bz
9  Total other income. Add lines 8a through 8z . . 9

10  Combine lines 1 through 7 and 9. This ks your addiﬂonal Inmme Enter her\e and on Form 1040
1040-5R, or 1040-NR, ine 8 . . 10

For Paperwork Reduction Act Notice, see your tax return instructions. Cal. No. T1470F Sehedule 1 (Form 1040§ 2025 Created 7/25/25
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Net operating losses ... Now what?




Net operating loss (NOL)

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

Total Operating Expenses > Total Operating Income = Net Operating Loss
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MGIC SEB
class notes
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When can you add back in NOLs?

1. Unlikely to reoccur
2. Associated with the business

3. Affects business cash flow

20



NOL
On Schedule C
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SCHEDULE C Profit or Loss From Business OME e 1245074
(Form 1040) [Sebe Propristorship) 2@25

‘
Bepariment of the Traasury | MSE 10 Form 1040, 1040-5A, 1040-55, 1040-NR, or 1041; partnerships must generaly fle Form 1065, | == =
temal Reverue Senice Go 1o winw.irs.go for i s and the latest 0 ‘aquence Mo, 09
Nasmie of propaetor Sotial security number [SSH)
A Principal business or prolession, including product or sarvice jsee insructions) B Enter code from instructons

1 1111

Business name. I no saparate business name, leave blank.

D Empioyer |0 number (EIN) (se2 insr.)

Cﬁl MGED&[BH’ID& state and ZIP sode

F
G
H
1

J I =Yees, " il you o will you file reguired Formisy 10992 . . . . .
Income

Business addneas (including sulle or room no.)

Accounting methed: (1) [|Cash () [ Acerusl (3} [ ] Other jzpecily)

Dicl you “materially participate” in the operstion of this business during 20257 Il "N, see nsiructions for limit on lossea . L] Yes | |No

If you staned of acquired this business dufing 2025, check here . . . P = |
Dl you rake any paymeants in 2025 that would reguire you 1o filke Formig) 10997 Ses nstructions.

_ [ves [ INo

| Yes Ne

Gross receipis or sales. See instructions for ne 1 and check the box i this income was. neported to-.-nu on
O

60,000

Forrn W-2 and the "Stahutory employes” box on thal lorm was checked 1
2 Retums and allowances . . . S 2
3 SubtractEne 2fromlinet . . . . . . . . . . . L L 3
4 CostolgoodssoldiromBned) . . . . . . . . . . . 4
5  Gross profil. Sublract e 4 from lined . . . o . - . 5
6 Other incorne, ineluding laderal and state gasoline of fuel 1ax eredit of refund eaee ns'huctmsl . []
T Gross income. Add lines 5 and 6 _ T A0 000
IE"I Expenses. Enter expansee for business use of rnur home nnl: on line 30, ’
8 Adverbmng . . . . . 1B Oiffice expense jsee nslructions) . | 18
0 Car and truck espansss 18 Pension and prafil-sharing plans . | 19
{see matructions) . . . L] 20 FAenl of lease [3ee nstructiong):
10 Commissiens and fees 10 & Vehicles, machinery, and equipment | 20a
11 Contract ihor [se2 retructions) | 11 b Other business propety | 20b |
12 Depletion . . . 12 ] Repairs and maintenance . L
13 Mlﬂm‘;‘ﬂ;eﬁm ”;31 22 Supplies ol included in Pastil) . | 22
poee St 0L | 14,000 |m s anoceses =] 1,000
instructions) L. 13 24 Traval and reals:
14 Employes benefil programs a Tawel. . ... .. 2da
fothes than on line 19) 14 b Deductible meals (3e8 instructions) ﬁ
15 nsirance [other than heath) 15 25 Litilities 25
16 Interest (see mnstructions): 26 Wages (less empla,.ment nred.rsl 28
a  Marigage [ped to banks, e} | 16a 27a  Energy aflicient commercial bidgs
b Other . . . _ . . 16b deduction (attach Form T205) . 2Ta
17 Lagaland sional sendiess | 17 b Other frasen line 48) o 25.000
28 Tolal expenses balore expenses lor business use of home. Add lines B through 270 2B
29 Tentalive profit or (loas). Bubtract line 28 freen line 7 . . . . . . 28
30  Expenses for business use of your home. Do not repon these expenses elsewhere. Attach Form BE20
wnless using the simpliied method. See nsfructions.
Simplified methed filers anly: Erter the lotal square leotage of @) your home:
and (b the part of your home used for business: - Use the Sirnplified
Meihod Worksheet in the instructions to figure the amount io enter on line 30 30
31 Net profit or (loss). Subiract Ene 30 from line 28,
&I & profil, enter on both Sehedube 1 [Form 1040}, line 3, and on Schedule SE, line 2. {If you 40 000
checked the box on lne 1, see instructions ) Estates and trusts, enter on Form 1041, line 3. 3 k)
« i a loas, youmust go to line 32.
32  IMyou have aloss, check the box that describes your invesiment in this activity. See insiructions.

« If you checked 32a, enter the kees on both Schedule 1 (Farm 1040), line 3, and on Schedule
SE, line 2. ||l you checksd the bax o line 1, 562 the line 31 instructions.) Estales and trusts, enler an
Form 1041, line 3.

+ I you cheched 32b, you must attach Form 6188. Your loss may be limited. al rigk.

32a ] All investment e ot ek
32b I:i Some investment is not

For Paperwork Reduction Act Notice, see the separaie instructions.

Cat. Mo. 11334P

Schedule C (Form 1040) 2026 Created 4325

Schedule C (Form 1040) 2025 Page 2

Cost of Goods Sold [see instructions)

3

34

Eal

42

Method(s) used to

valug closing nventary: a [ Cost b || Lower of cost or markst & || Other jattach explanation)

'Was there any change in deiermurmg quan‘lnevs cosis, or valuations betwesn opening and closmg muentay? )
It e, " attach sxplanation . . o o [ ves | No
Imventory at beginming of year. If different from last year's closing imventory, attach explanation . . k]

Purchases less cost of ilems withdrawn forpersenaluse . . . . . . . . . . . . . . |38

Cest of labor. Do nol include any ameunts paid toyoursell . . . . . . . . . . . . . . |37

Materals and supples . . . . . . . . L _ . L L _ L L L oL oL 38

Othercosts. . . . . . . . . . . . . . . . . . .

Add Bnes 35thwough 3 . . . . . . L . o L L L 0 o L0 L L L 40

Inventory atendefyear . . . . . . . . . . . L . . . . L. ... ... | #

Cost of goods sold, Subiract ling 41 from Ene 40, Enter the resull here and on ned . . 42

Information on Your Vehicle. Complete this part only if you are cla:mlng 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.

aTa

Wihen did you piace your vehicle in service lor business pumposes? [manthday/yean

Of the total number of Miles you diove your vehicke during 2025, enter the number of mies you usad your vehicle for:

Bugness b Cormmuting (see instructicns) e, © Other

‘Was your vehicle available for parsonal use during off-duty howrs? . .

Do you [or your spouse) have ancther velicle available for personal use?. . . . . . _ . . . _ . . . [Jves [INa
Do you have svidenca 1o suppert your deduction? . . . . . . . . _ . . . . . . . . []ves ] Ne
Il *Yes," is the evidence written? . j Yes :‘ No

Gither Expenses. List balow business expenses nol included on lines 8-27a, or line 30.

.. Net Operating Loss (2020)

-25,000

48  Total other expenses. Enter hereandon line2?b . . . . . . . . . . . . . .. . ]4&

Sohedue C (Form 1040) 2025




11 20 U.S. Corporation Income Tax Return | oMo 1sanmz
ofm PR
For calendar year 2025 or tax year beginning L “,m, ending ) ﬁl
Deparemart of the Tmasury Ga to www. irs. goviFarm 1120 for 2025
A Chedk if: Mame raimiber
1a Consolidaied refun
(attach Foem 857) . |
b Lifainaniia Mumber and strest. If a PO, oo, ses insbrochiors. Foom or sufte o | © Dabs incomaoraied
consolidated retum. :l
2 Parsonal hoiding oo,
faitach Ech. PH} . . j ity ar bawn Etaie or provinos Country I8 or foreign pastal code | D Total assets (see insinuctions)
3 Pemsonal service corp.
(s inSlrueSondl . . j 5
4 Goresu M- 3amached| || E Chockit (1) || initial retum (@ || Finalretum L=l Name change ) || Adcress change
1a Grossreceiplsorsales . . . . . . . . . . . L . . L L L L
b Retums and allowances . . . . e
& Balanca Sublract Bne b freen ineta . . . . . . . L O . . L L . . oL L oL 1e&
2 Cost of goods sobd [atach Form 1125-4) . . . . . . . . . . . . . . . . . . . 2
3 Gross profitl. Sublract bne 2 from line e . . . . . . . . . . L L o L L L L L. 3
2 4 Dividends and inclusions (Schedule C, line 23y . . . . . . . . . . . . . . . . . 4
E 5 Interest C e e e e e e e e e e e e e e e e e e 5
=| 8  Gressrenls . . . . L . L L L . .o e e e e e e e e e [}
T  Gross royaites | . .. - C e e e e e e e T
B  Capilal gain net mcnmef..armn Schedule D (Fcrm 112|:I|| C e e e e e e e e B
8 Met gain or (loes) from Form 47897, Paet Il, e 17 (ablach Form 4787 . . . . . . . . . . B
10 Other mcome (e insrushons —attaeh statement) . . . . . . . . . . . . . . . . 10
i1 Tolal income. Add Bnes 3 through 10 C e e . C e e e e e e e .. 1
| 12 Compensation of olficars (see instructions—attach Forrm 1125 E! e e e e e e 12
13 Salaries and wages fess employment eredits)  © . . . . . L L L L L L L L L L L 13
14 Repairs and mainlenance . . oL 14
15 Baddeblz . . . . . . . . . L L L L L L. o e e e e e e e e 15
n Orlll Elﬂ Rents . . . 16
17 Tames and bearses . . . . L L L L L L L L oL L. oo 17
E 1B Irterest (ee imsbructionsy . . . . . . . . L L L . L L L. o ... .. 18
g 19 Charitabla confributions . . . - - - - 19
= | 20  Depraciation from Ferm 4562 not claimed on Form 1125-A or elsawhare on refum Esta::h Form -1552!! - 20
El21 Deplstion . . . . . . L L L L L L L L L Lo oo F3]
22 Amm.mng .. . e e 22
23  Pension, pmi’l—shmng er.c.. plans C e e e e e e e 23
24  Employes benefil programs . . - e e e e e e e 24
2|25  Enemy effcient commersial nuula-.gg deduction e,mmn Farm ?znsa Lo 25
£ |26 Other deductions jattach ssstement) . . . . . . . . . . . . . o . . . . . . 26
e 27  Tolal deductions. Add ines 12through 26 . . . . - . - 7
: 2B Taxable income belone nel operating loas deduction and spec:al dedustions. Sublract line 27 from Ene 11. 28
; 28a  Net operaling loss deducton (see nstructions) - . . . . . . . . . .
& b Specal daductions (Schedule &, ne24) . . . . . . . . . L L L .
& Addlines 2093 and 296 . . - e oo 29¢
30 Taxable income. Sublract line 29¢ from line 28, Ses Nstructions S 30
3 Total tax (Schedule J, e 12) . . . - - . - E |
2| 32 First imstallment of saction 1062 .nppl::mh net tax hatullt‘,,- Enter amount from Form 1062, line 15 . . 32
-E 33  Tolal payrments, credis, and section 1062 applicable net tax liabilty (Schedule J, line 23 . . . . . . 33
i 34 Estimated iax penally. See instructions. Check il Form 2220 is attached . . . .
35 Amount owed. I ling 33 s emaller than the total of ines 31, 32, and 34, anter amnum nwed e 35
4| 36 Overpayment. If line 33 is larger than the total of Enes 31, 32, and 34, enter amount overpaid . . . . . 36
Slar Enter amount from line 36 you want: a Credited to 2026 estimated tax b Aefunded | 3Th
= & Routing number I A | e
2 e mocountmwmber | | [ 1 | T 1 [ T 1 | 1 | | | |1
L o i o1 Dil-lrl | e W] | v e Wi b, INChaeling eoSmijaaning S dubio &gl JlalaTiatls v B W Dl of iy Ao kedgn and balel i@ ok, oormect, and
5- n o b i il ot o2 ooy |osar Wit Lo par’ ikt st il wiborrmadion of wihch propana fu by aidradadge.
|ﬂ May tha IRS discuss his refum
Here | with thes preparer shown balow
Sigrature of oficer Data Titie Sea irstuctiors. []¥es [ Mo
Preparer's name Preparer's signature Date PN
Paid Chack (]
Preparer
Fimm's name Firm's EIN
Use Only -
Fimm's address Phone no.
mortgage guarantv For Paperwork Reduction Act Molice, see separate instructions. Cat. Ma. 114800 Form 1120 2028) Created 82628
. .
insurance COIPOIathII.




NOL

On Schedule 1
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1040

Ospartvart of P Tradsury — temal Reverus Senvice
U.S. Individual Income Tax Return IQ 025

OMB No. lmooul IRS Use Oty — Do ot wete or stagie i 1148 space.

For the year Jan. 1-Dec. 31, 2024, or other tax year beginning , 2025, ending

| See separate instructions.

L Flect

il

Your firs|

M jont rel

Home ad

g
H

2
-

§

SCHEDULE 1
(Form 1040)

Department of the Treasury
Internal Revenue Service

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

Additional Income and Adjustments to Income

OMB No. 15450074

2028

3 Attachment
Go to www.irs.gov/Form 1040 for instructions and the latest information. s No. 01

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

Your social security number

For 2025, enter the amount reported to you on Form(s) 1099-K that was included in error or for personal items
soidataloss . »

Note: The remaining amounts reported to you on Form(s) 1099-K should be reported eisewhere on your retum depending on the
nature of the transaction. See www.irs.gov/1099k.

I Additional Income

@ uamauvg;..

oRmEmTE20OD0TE

“~0vo33

-

Taxable refunds, credits, or offsets of state and local income taxes .
Alimony received
Date of original divorce or separabon agreemem (see instmcbons)

1
2a

Business income or (loss). Attach ScheduleC . . .
Other gains or (losses). Check if any from Form(s): [ 4797 __] 4684

Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule

Farm income or (loss). Attach Schedule F

Unemployment compensation. If you repaid a 2025 avorpaymem (soo Instmcl
enter amount repaid: ¢ X

Cmceuabon ol deb! .
Foreign eamed income exclusion from Focm 2555

.checkhemL]a

00

Income from Form 8853 .

Income from Form 8889 .

Alaska Permanent Fund d-v-dends

Jury duty pay

Prizes and awards .

Activity not engaged in for pfom income
Stock options

Income from the remal ol personal pfoperty d you angagod ln the rental lor
profit but were not in the business of renting such property o

Olympic and Paralympic medals and USOC prize money (see -nstrucbons)

Section 951(a) inclusion (see instructions)

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

Section 461(l) excess business loss adjustment

Taxable distributions from an ABLE account (see mstrucbons)

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

Nontaxable amount of Medicaid waiver payments included on Form 1040 lme
tlaorid 2

Pension or annuity 1rom a nonquahfed defened compensation plm or a
nongovernmental section 457 plan

Wages earned while incarcerated .

Digital assets received as ordmary income not reponed e!sewhore Soe

2 (22 (@ (222225 [Ri=l=@e 2R

Other income. Lusnypeandamounl

8z

Total other income. Add lines 8a through 82

Combine lines 1 through 7 and 9. This is your .ddluoml Inoomo Emor hore aod on Form 1040

1040-SR, or 1040-NR, line 8

10

For Paperwork Reduction Act Notice, mmmmunmmm Cat. No. 71470F

Schedule 1 (Form 1040) 2025 Created 7/25/25

It is not associated
with the business.

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

Prior business

* Not as concerning * When?

 Still need LOE * Why?

 How much?

mortgage guaranty
insurance cor poration
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5-step process

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

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

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

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

[0 T scrieoust ¢ - rarw mcome

Partnership Cash Flow

Evaluzte business income =5 required by yourinvestor.

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

e Depreciation
Depletion
Amortization
Business use of home

Limited IRS deductions
e Meals
 Travel & entertainment

Nonrecurring
* Otherincome
* One-time expenses

mortgage guaranty
insurance corporation

SAM Cash Flow Analysis Worksheet

S Corporation Cash Flow

Evaluate business income as required by your investor.

5 CORPORATION Name:

-

SCHEDULEK-1

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

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

SUBTOTAL §

FORM W-2

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

FORM 11205

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

1 Depreciation: LINE 14

2 Depreciation (FORM 8825): LINE 14

3 Depletion: LINE 15

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

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

7 Multiplied by Ownership Percentage

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

mortgage guaranty
insurance corporation

E7LL2Y

OB Ho. 1545-0123

Schedule K-1 -i,"@zs Year Income,
(Form 1120-5) B Items
Internal Reverue Senice For calendar year 2025, ar tax year 132 500/
r— i 2005 ]  anding [ ¥ | | [ 2 |Met rental real estate income flazs)
¥
Shareholder's Share of Income, Deductions, 3| Dthar ret ranial incoms floa)
Cl‘edits, etc. Sae separats Instructions.
4 | Interest income
IS0 Information About the Corporation
A Comporation's emplayer identification number Sa | Oroinary dividencs
12-3456789
B Comoration's name, address, city, state, and 28 code b | Dualfied dridends 14 | Schedule K-2 is attached if
SPEEDY AUTO REPAIR checked . . . . . []
& | Acyatties 15 | Alernatrve miremuom s (M T) iems
T Het shari-tern capital gain joss]
€  BRE Center whene corparation filed refum 8a | Net long-term capital gain (loss)
D Comporation’s total number of shares &b | Collectibles [28%) gain [loss)
Baginning of fax year
[End of tax year Bo | Unrecapiured section 1250 gain
a Net saction 1231 gain (loss) 16 Hems aflecting sharsholder basis
U4l Information About the Shareholder # "
E Sharshoider's identifying numbsar 10 | Ceher income (loss)
F1._.. Sharmholpsr5.naoms, acsress. . stain.andL AR code.
REFERRAL BORROWE R
i the shareholder | isregarded eniity, @ trust, an esiale, or 2 nominee or 17 | Ceher indarmation
similar person, enter the: incdvidual or enbity responsible for reporting:
TIM Hame 11 [ Section 173 deduction
F3  What type of emtity is this sharshoider?
12 | Caher deductions
G Gurent year aliocation parcentage . . . B %
H  Sharshoider's numiber of shares
Baginning of tax year
End of tax year
I Loans from shareholder
Beginning of faxyear . . . . . &
Erdoftaxyear . . . . . . . §
=
=
(=]
2
| 18 j Mare than one acthaty for af -risk purposes”
g’ bid j Maore than one acthaty for passive activty punposes”
-4
= * Bee attached statement for additional information.

For Paporwork Reduction Aot Notice, see the Instructions waww.irs.gonFom 1 1208

for Farm 1120-5.

Cat. Na. 118200 Schedule K-1 (Form 1120-5) 2028 Created 48/25
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Schedule K-
(Form 1120-S)

mortgage guaranty
insurance corporation

7?1124

J Final K-1 _I Amiended K-1 OME Nao. 18458-0123
Schedule K-1 Ll P Year Incomse,
= ]
(Form 1120-8) é&zs Deductions, Credits,
Departmeant of the Treasury 1 | Ordinary business income flnss) 13 | Credits
Internal Revenue Senios For calendar year 2028, ar yoar 1312 500

S— R
Shareholder's Share of Income, Deductions,
Credits, etc. See separats instructions.

Het rental real estate incomae (ks

Oher net rental income (css)

Il Information About the Corporation

Inberest income

End of tax year

A Comoration's emplayer identification number Sa | Ordirary dividends
12-3456789

B Gomoration's name, adgdress, city, state, and 287 code 5 | Ouakfies dedends 14 | Schedue K-3 is attacred if

SPEEDY AUTO REPAIR checked . . . . . []
& |Royalties 15 [ Ahernathee minimum tax (M T) items
T | et shori-term capital gain (oss)

€ RS Genter whene corpomtion filed retum Ba | Hiet long-term capfal gain {loss)

0 Comporation's total numier af shares &b | Collectibles (28%) gain (s}

Baginning of tax year

8o | Unrecapiured section 1250 gain

Information About the Shareholder

Het section 1231 gain (loss)

E  Sharehoider's idenbifying number

NN S S T [
REFERRAL BORROWER]

F2 i the sharehoider is 2 disregarded antity, a trust, an estale, of @ naminge o
similar person, enter the indwidual or entity responsibie for reporting:

UL Hame
F3  'What type of entity is this sharsholder?

Crher income (loss)

lterms afiecting shareholder basis|

Section 179 deduction

G Corent year alooation percentage . . . B0 % l

H  Sharehoider’'s numiber of shanes.
Basginning of fax year
End of tax year

I Loans fram sharshoider

Begnning of taxyear . . . . . §
Encdoftawyear . . . . _ . _ &

Other deductions

v

Cxiher indormation

For IRS Use Only

18

j More than one acthaty for ai-risk purposes”

13 j iara than cne activity far passive activity purposes”

* See sttached statement for additional information.

For Paperwork Reduction Act Notice, see the Instructions. wanw.irs.gowFom1 1205

for Form 1120-5.

Cat. Ma. 115200 Schedule K-1 jForm 1120-5) 2028 Created 4325
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MGIC SEB When can K-1 income be used?

class notes 1. The borrower has accessed
the income (OR)

2. The business has adequate

liquidity to support the withdrawal
of earnings

mortgage guaranty
insurance corporation 30



Schedule K-
(Form 1120-S)

mortgage guaranty
insurance corporation

Schedule K-1 L= Ty
{Form 1120-8) 2029
nt of the Treasury

Internal Revenue Senice For calendar year 2028, or tax year

_I Final K-1

_|.|‘urmncdl(-1

E71L24

OB Mo 15458-0123

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

Crdinary business income [lass)
132,500

beginring ]
Shareholder’'s Share of Income, Deductions,
Credits, etc.

Sge soparate instructicns.

Het rental real estate income (koss)

Crher net rental incomes Joss)]

Il Information About the Corporation

Interest income

Credits

A Comporation’s emplayer identification number Sa | Croinary dividends
12-34567T89
B Comoration's name, address, city, state, and 207 code & | Dualfied dividends 14 | Schedule K-3 is attached if
SPEEDY AUTO REPAIR checked . . . . . []
& | Aoyalties 15 | Alterrative minmurs o A T) ibems
T | Met shart-term capital gain joss)
€ RS Center whene corpoation filed retum Ba | Met lang-term capital gain {css)
D Comporation’s total numiber of shanes 8b | Collectibles (28%) gain (lass)
Baginning of tax year
End of tax year Ba | Unrecapiured section 1250 gain

Information About the Shareholder

Met sectian 1231 gain floss)

E Sharshoider's identifying number

Lt T R R e R R ——————
REFERRAL BORROWER]

F2 It the shareholder is a disregarded entity, a trust, an esiate, or @ nomines or
similar person, enter the indvidual or enbty responsible for reporting:

TiM Hame
F3  ‘What type of entity is this sharehoider?

Cher income (loss)

teme affecting sharehoider basis)

Section 179 deduction

G Current year allocation percentage . . . B

(=
it

H  Shaseholder's number af shares
Beginning of fax year
End of tax year

I Loans from shareholder

Bagnningoftaxyer . . . . . &
Erdoftaeyear . . . . . . . %

Crher deductions

w

Other indormation

For IRS Use Only

18

j More than one activity for at-risk purposes®
19 :I More than one activity for passive acthaty purposes®

* Ses attached statement for additional information.

For Paperwork Reduction Aot Hotice, see the Instructons. www.irs. gowFom 11205

for Form 1120-5.

Cat. Na. 118200 Schedule K-1 (Form 1120-5) 2025 Created 48/25
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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.

mortgage guaranty
insurance corporation



Freddie Mac -
Guidance

Selling Guide -
Published 05/06/2026

5304.1(d): Stable monthly
income and documentation
requirements for self-
employed Borrowers —
Business and income
analysis.

mortgage guaranty
insurance corporation

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

THE SINGLE-FAMILY SELLER/SERVICER GUIDE

Search the Guide

What can we help you find? n

(d) Business review and analysis

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

Business review and analysis
Topic Requirements and guidance

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

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

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

» 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 ligquidity 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. 13



Schedule L
Liquidity test

Form 11205 {2025

Schadule K

Shareholders' Pro Rata Share ltems (continued)

Liquidity Worksheet

Schedule L - Assets

Input the Year(s): 5

Cash: Line 1, Column d

Inventories: Line 3, Column d

Other:

o el e -]

Total Current Assets:

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

Schedule L - Liabilities

&
7
g

9 | Total Current Liabilities:

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

Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17/Form 1065 Line 16, Column

Other current liabilities: Form 11205 Line 18/Form 1065 Line 17, Column d

mortgage guaranty
insurance corporation

Tatal amount
.& 1Ta Inwestment income . 17a
§ £ b Inwestment expenses 17k
E & Dividend distributions paid from accumulated eamings and pmlrts 17e
d  Other items and amounts (attach statement)
g g 18  Income (loss) reconcillation. Combine the total amounts on lines 1 theough 10. From the result,
w subtract the sum of the amounts on lines 11 through 128 and 164 e e e oL 18
LA UL Balance Sheets per Books Beginring of tax year End of thx year
Fo {2l =1} icl 1]
1 Lash . . . . . . . . . .
2a Trade notes and accounts receivable
b Less allowance for bad debts . K X
3 Inventonies . .
4 U5 govemmernt CIJIIQEIIIDHE .
5  Tex-exempt securities [sse |r15m.|c=ums;| 1 0’000
7 Loans to shareholders .
8 Mortgage and real estate koans
9 Other investments (attach statement)
10a Buildings and other depreciable assets .
b Less accumulated depreciation [ ) }
11a Depletable asssts
b Less accumulated depletion [ X X
12  Land (net of any amortization] .
13a Intangible assets {amortizable only) .
b Less accumulated amortization [ X K
14 Other sasets (sttach statement) .
15  Tatal assets .
Ulebiinies and mww 1
16 Accounts payable
17 Morigages, notes, b-:nd;payable in less then 1 year |J
18 Other cument lisbilities (sttach statement) . |
18  Loans from sharsholders _
20  Morigeges, notes, bonds payable in 1 year or more
21 Other liablities (attech staterment)
22 (Capial stock . .
23  Additional pald-in capital
24  Retained eamings .
25  Adustments io sharsholders’ equity {a‘ltnm 3131em=_-r't|
26 Less cost of treaswry stock . . i i ]
27 Total liabilities and shareholders' equrtg.r
Form 1120=8 o2y
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3

When | am completing a liquidity

test, can | add in other assets, as
shown on Line 6 of Schedule L?

mortgage guaranty
insurance corporation
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3

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

mortgage guaranty
insurance corporation

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 liguidated.




MGIC
Liquidity
Worksheet

mortgage guaranty
insurance corporation

Liquidity Worksheet
Investor guidelines may vary and other liguidity methods may apply. FOLLOW INVESTOR GUIDELIMNES.
NOTE: If there are no business liabilities, results will reflect NfA, indicating adequate liquidity.
X TS SPEEDY REPAIR LEMDER -
Schedule L - Assets Input the Year(s): = 2025
T Cash: Line 1, Column d 5 12,100.00
T Trade notes and accounts receivable, less bad debt: Line 2b, Column d 5 28,820.00
T Inventories: Line 3, Column d 3 12,000.00
T Other:
5 | Total Current Assets: 5 52,920.00
Schedule L - Liahilities 2025
T Accounts Payable: Form 11205 Line 16/Form 1065 Line 15, Column d 5 25, 200.00
T Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17/Form 1065 Line 16, Column d 5 20,400.00
T Other current liabilities: Form 11205 Line 18/Form 1065 Line 17, Column d 3 3,000.00
5 | Total Current Liabilities: 5 48,600.00
Current Ratio 2025
Total Current Assets: Row 5 - Assets above 5 52,920.00
- Total Current Liabilities: Fow © - Liabilities above 5 428,600.00
Current Ratio: In general, a ratio = 1 demonstrates adequate liquidity 1.09
e
Quick Ratio 2025
Cash, notes, accounts receivable (less bad debt) & other: Fows 1, 2 & 4 - Azsets above 5 40,920.00
| Total Current Liabilities: Fow 9 - Liabilities above S 438, 600.00
] Quick Ratio: In general, a ratio = 1 demonstrates adequate liquidity

37



Current ratio or quick ratio?

Liquidity Worksheet MGIC

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

In general:

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

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

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

w 1 & ) Property Solutions Completed by: BEZ 0 ES Date: -

mortgage guaranty
insurance corporation



Form 1120-S

Otherincome on Line 5

mortgage guaranty
insurance corporation

e 1120-S U.S. Income Tax Return for an S Corporation OB N B4RV
Do not file this form unless the corporation has filed or .
Daparemant of tha Treasury s attaching Form 2553 1o elect to be an S corporation. 2@)25
Imemal Revenue Service: G0 Lo wiw'irs. goviForm 11203 Tor instructions and the latest information.
For calendar year 2025 ar tax year beginning , 2025, ending 20
A Selsotion efiscthes date: Bamae D Employer (dentfioaticn numiber
B Business activity code Mumber and street. If a P.O. box, see insinections. FRicom or sufte no. || E Daie incorporated
mumber [see instnactions)
Gity or fown Stabe or prowince | Cowniry 2P orfoneign postal code | F Total assets (see instnsctions)
€ Check # Sch. -3 attached [ ] | l 3
G Is the corporation electing to be an 5 corporation beginning with this tex year? See instructions. || Yes [_| No
H Checkif: (1) ]Final retum (2 ) Mame changs  (3) [ Address change (4) ] Amended return  (5) [ ]S alection termination
| Enter the number of shareholders who were shareholders dusing any part of the tax year
J Chack If corporation: (1) [ Aggregated activitiss for section 465 at-risk purposes  (2) [ Grouped ac:tmtlesm'aectlm -1.58 passive acthity purposes.
Caution: Include only rade o business incormea and expanses an lines 1a through 22. See the instructions lor more nformation.
1a (Gross receipts or sakes b Less retums and allowances ¢ Balance ic
- 2 Costof goods sold {attach Form 1125-8) . . 2
3 G.mss profit. Subtract line 2 from line 1c . _ S 3
E - il w i
=15 Other income {loes) (see instructions— attach statement) . 5 20 000 ]
e = o I—SSESNN————————— 2
T Compensation of officers (see instructions— attach Form 1125-E) T
T| 8 Salarkes and wages (less employment credits) 8
g 9  Repairs and maintenance . . . . . . L a
E|(10 Baddebts . . . . . . . . . . 10
;Ilﬂents............ 11
w | 12 Taxes and bcenses. . . . . . . . . . 12
§_ 13 Interest [see instructions) . . _ . . 13
2|14 Depreciation from Fosm 4562 not claimed on Fcn'n 1 125-\#« or elsswhene on retum [atlacn Fc-rrn -1562; 14
2|15 Depietion (do not deduct ofl and gas depletion) 15
B (16 Advetising . . ... R 16
f 17 Pension, prnlrt—snanng emc pl.am e e 17
5 18  Employes benefit programs . . . - 18
H | 19  Energy efficient commescial buildings deduction r,.nIlEn::h Forrn ?EDEJ 18
g 20 Other deductions (attach stalement] B 20
21 Total deductions. Add lines T through ED - 21
22  Ordinary business income (less). Subtract lne 21 frum Ine 6 S . 22
23a Excess net passive income or LIFO recapture tax (see instructions) . 23a
b Tax from Schedule D Form 1120-8) . . . H
& Add lines 23a and 23b (see instructions for additional mxasjl S e e o 23c
24a Cument year's estimated tax pay'mems and preaecllng yeal‘s o\-erpe.jmenl
w credited to the curent year . . - 24a
E b Tax deposited with Form 7004 - 24b
E & Credit for federal tax paid on fuels (attach Fnrm -=I1:35:| 2dc
& d Elective payment election amount from Form 3300 . 24d
B | z Addlines 24athrough 24d . . e -5
B 25  Estimated tax penalty (see |nE=1m|::‘tm5;| Cnec:k |I Forrn 2220 Is Elttmhed - . O |=s
E 26 Amount owed. If line 24z is smaller than the total of lines 23c and 25, enter amount owed 26
27 Owerpayment. If line 24z |z larger than the total of lines 23c and 25, enter amount overpaid . 27
28  Enter amount from line 27 a  Credited to 2026 estimated tax b Fleﬁmdad 28b
e HAouting number T 1 T I I " Type: [] Checking ) savings
e Accoutnumber ||| | | | | | | 1 | | | | 1] 1]
N [ R s gy FAb sl o ik ppre s iy i 7 [ Moy tom I8 dburs thi, e
with the preparer_shawn below?
Here Signasure of afficer |I:Imt |True See insiructiors. [Jves [ 1o
Paid Preparer's name Preparer's signature |I‘Ja1n Check [] it PTIN
seif-emplayed
Preparer | — -
Firm's name: I[-rm s B
Use m,r Firm's address IPhunu no.
For Paperwork Reduction Act Notice, see separate instructions. Can. ha, 11510H Form 1120-8 @0e%) CGreated 4725
39




MGIC SEB rl\:::::?needed to retain other

class notes 1

2. Needtounderstand how itis
related to the business

Other income must be identified

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

mortgage guaranty
insurance corporation



Form 1120-S

Otherincome on Line 5

mortgage guaranty
insurance corporation

OMB Mo, 1545-0123
wn1120-S U.S. Income Tax Return for an S Corporation
Do ot file this form wunless the corporation has fled or &)
Deparmment of the Treasury is attaching Form 2553 to elect to be an S corporation. éleyzs
intemal Revenue Serice Go o www.ire.goviForm 11205 for instructions and the latest information.
For calendar year 2025 or tax year beginning , 2025, ending L 20
A 5oleotion eflective date: Hame D Employer identfication number
B Business activity code Mumber and street. If a P.0. box, see instnactions. Room or sufie no. | E Daile incomporated
mumber [soe nstnctions)
City or fown Staiw or provnce | Couriry 2P or foreign postal code | F Todal assets (see insinsctions)
€ Check f foh. -3 atached ] §

G s the corporetion electing to be an S corporation beginning with this tax yesr? See Instructions, || Yes [ | Mo

H Checkif: (1) []Final retum (2 [ Mame change  (3) [ ] Address change  (#) [ Amended return  {5) [ 5 slaction termination

I Enter the number of shareholders who were shareholders during any part of thetas year . . . . . . . .

J  Check if corporation: (1) [ Aggregated activitiss for section 465 at-risk purposes  (2) [ Grouped activities for saction 4689 pasweacmwt',puposes
Caufion: Include anly trade or business insome and expenses on lines 1a through 22. See the instructions fer more information.

1a (Gross receipis or sales . b Less refums and allowances _ cBalance | 1c |
. 2  Costof goods sold (sttach Form 1925-8) . . . . . . . . . . . . . 2
E 3 Gross profit. Subtract line 2 from line e . _ . . . . . . . . . . _ 3
| 4 Metgain jloss) from Form 4787, Part I, line 17 (attach Form 4787) Lo YaWaYaYal
= | & Other income loss) (see Instructions—attach statement] . . s | £U,UUU
6  Total income (loss). Add lines 3threwgh s . . . . . . . . L L L [
Form 11205, Page 1 Detail
Line 5 - Other Income
Ordinary income from partnership — Premier Auto Detailing 20,000

Total 20,0

Here JS-gn;\:m::t:m:u |I.'Ime |[.n,_- [ Gee instuctions. T Tves [_Tao |
Paid Preparer's name Preparer’s signafure Daie Check j i PTIN
seif-emplayed
Prep Firm’ |
irm's name: m's
Use mjl Finm's address IPhunn no.
For Paperwork Reduction Act Nolice, see separate instructions. Cat. Na. 11810H Eorm 1120-5 2ocs) Created 4725
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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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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

Look for the Schedule K-1s for
company B and verify that the
ordinary income is supported by
the distributions. If the

percentage of ownership interest
Is greater than 25%, then,
depending on the investor, you
might need business returns for
company B.




Schedule
K-1 for
company

mortgage guaranty
insurance corporation

Schedule K-1

(Form 1065)

Department of the Treasury
Imternal Revwenue Senvios

2025

For calendar year 2024, or lax year

Final K-1 |_| Amended K-1

BE5LL23

OB Mao. 1545-0123

rinar's Share of Gurrent Year Incoma,
and Other ltems

Dvdinary business income (joss)

20,000

14

Sel-employment eamings (oss)

bssginnineg | [ i 2D24 | encding J £ £ 2 | Het rendal real estate income (oss)
L
Partner's Share of Income, Deductions, =TT = —
Credits, etc. See separate instructions.
"N Tnformation About the Parinership T Gumarnosd pmymant= o sarices
A FPartnership's employer idenbficabon number
4b | Guamanieed payments for capital 16 | Schedule K-2 is attached i
= vr and 2P code chacksd . . . . . []
PREMIER AUTO DETAILING 4g | Total guaranteed payments 17 | Altermative minimum tax (A T) items
B Interest inCome
C  IRS center whers partnership filed reburn:
D j Check i this is & publ iraded parinership [FTF Ba |Ordinary dividends
IEIlI Information About the Partner
E  Partner's 55N or TIN Do not use TIN of a disregarded entity. See mstructions) | Bt | Duakfied dridends 18 | Tax-exempl income and
nondeductiole mpenses
F Fame address, city, state, and 21P codeYpr pariner entered in E. See rstrucions. | B2 | Dhadend equralents
SPEEDY REPAIR SERVICES
7 | Acyalties
& ] General partner or LLE ] umfed pariner ar other LLL: & | Met shan-term capital gain joss)
mesmber-manager merminer 18 | Diztrienions
H1 ] Domestic pasrtrasr O Foreign partner Ba | Met lang-term caphial gan (css) A 20,000
Hz j If the partrer is a disregarded entity (DE], enter the pariner's:
Titd Hamne 8b | Codlectibles (28%) gain [iess)
11 What type of entity is this partner? 20 |Crher indormation
If this partreer i a retireent plan (IAASES Keoghieto ), check hene [] | #= | Unrecaptured section 1250 gain
J Partner’s share of peofit, loss, and capital (see mstruactions):
f_m ks o 10 | Met section 12317 gain {loss)
Prodt 25 % 2h %
Loss 25 % 25w 11 | Oher income loss)
Capital IR
Cheack if decrease is due ba:
:I Sale or :‘ Exchange of partrershnip imterest. See instructions.
K1 Partrer's share of lisbiites: 12 | Section 179 deduction 21 | Foreign bames paid or sooued

Beginning Ereding
Momrecowrse . . & -1
Cualified nonrecourse:
financing . . . & -1
Pocorse . . . & -]

K2  Checkthis box if flem K1 includes kabikty amounts from lower-ter partnerships ||

12

Crher deductions

44



Form 1120-5 P28 Page 4
Shareholders' Pro Rata Share Items (continued)

Total amount

§1Talnves:mentma'ne 17a
gg Investment expenses . . . e e e e e e 17b

D.vmaunmmmmmmsandpmmg e e e e e e 17c
Other items and amounts (attach statement)

an o

gg 18 Mmemmmmnnnemmwmnumlmes1mmmFrommerasuit
subtract the sum of the amounts on lines 11 through 12eand 16f . . . . . 18

Balance Sheets per Books Beginring of tax yesr £nd of tax yoar

Schedule L o i [ . - -

Lessallowanceforbaddebts . . . . . . [ ) ( )
Inventories . . .

us. gmmmobhgam . .
Tax-exempt securities (see mn.v:.m)
Other current assets (attach statement) .
Loans to shareholders .

Mortgage and real estate loans

Other investments (attach statement)

Mortgages due in
less than 1 year 100 o e s e
b Less accumulated depreciation . . . . . | ) )

11a Depletable assets e e e
b Lessaccumulateddepletion . . . . . . |( X ( )

12  Land (net of any amortization) .

13a Intangible assets (amortizable only) .
b Lessaccumulated amortization . . . . . | N ( )

14  Other assets (attach statement) .

15 Total assets .o

mmw Em

16  Accounts payable

17  Mortgages, notes, bm'bdspafablemleasmm'lyez 65 400

18 Other current liabilities (attach statement) .

19 Loans from shareholders . . \ A

Mortgages, notes.bonclspeymleniyearorm
Other liabilities (attach statement) .
Capital stock . .

Additional paid-in capital

Retained eamings .
mm:mmmmmm[aanj
Less cost of treasury stock . . . . K ) ( )
Total labdties and shareholders’ equrty

eﬂﬂ‘lﬂﬂhﬂved

S3RVBREY

fForm 1120-S 2025

mortgage guaranty
insurance corporation



MGIC SEB
class notes

mortgage guaranty
insurance corporation

What are the benefits of
determining business liquidity?

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

2. Omits mortgages/notes/bonds
due in less than 12 months

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

46



MGIC
Liquidity
Worksheet

mortgage guaranty
insurance corporation

Liquidity Worksheet

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.

I oo o

Quuck Ratio: n general, a ratio 2 1 demonstrates adequate liquidity

Schedule L - Assets Input the Year(s): &) 2025
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 S 12,000.00
T Other:
S | Total Current Assets: S 52,920.00
Schedule L - Liabilities 2025
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 1120S Line 17/Form 1065 Line 16, Column d S 20,400.00
T Other current liabilities: Form 1120S Line 18/Form 1065 Line 17, Column d s 3,000.00
T Total Current Liabilities: S 48,600.00
Current Ratio 2025
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 > 1 demonstrates adequate liquidity < 1.09 )
e ——
Quick Ratio 2025
Cash, notes, accounts receivable (less bad debt) & other: Rows 1, 2 & 4 - Assets above S 40,920.00
Wl Total Current Liabilities: Row 9 - Liabilities above 3 48,600.00

47



| 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



| 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

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?




Cash flow
taxes

mortgage guaranty
insurance corporation

SAM Cash Flow Analysis Worksheet

MGIC

X | SCORPORATION Name: SPEEDY REPAIR SERVICES 2025 2024
SCHEDULEK-1
37  Ordinary Income (Loss): LINE 1 If = Distributions see additional requirements. A S 132,550.00 S 142,000.00
38  NetRental Income (Loss): LINES 2 & 2 If » Distributions see additional requirements, A
SUBTOTAL B 132,550.00 | B 142,000.00 |
FORM W-2
39 Wages: W-2, Box 5 (in general) I 5 85,750.00 I I S 105,000.00 I
FORM 11205
40 Deduct nonrecurring income: LINES 4 &5 ! ( ) ( )
41 Depreciation: LINE 14 5 25,750.00 S 17,500.00
42  Depreciation (FORM 8825): LINE 14
43 Depletion: LINE 15
44  Amortization/Casualty Loss/Nanrecurring Loss: from statement or LINES 4 & 5
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 ! (s 2,500.00 ) (S 2,200.00 )
SUBTOTAL ] 23,250.00 $ 15,300.00
47  Multiplied by Ownership Percentage 50.00% 50.00%
Shareholder's Total Share of Income (Loss) I 5 11,625.00 I I § 7,650.00 I
$229,925 |  s$254,650

12 =$19,160

| n2=$21,221

DECLINING INCOME




o 7 /




mortgage guaranty
insurance corporation

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.




Declining income -
What should you
request?

. YTD P&L

. Balance sheet

. Letter of explanation
. Additional tax returns

. 3-6 months of bank

statements

. Additional supporting
documentation




Yikes! The ratios do not meet the guidelines.

lil. Underwriting Information

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

Stable Morthly Income Fresent Housing Payment: g

Bormwer CoBomower Tokal Froposed Monthly Paymernts

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

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

Posithee Cash Fow 5 5 $ 0.00 Secord Morlgage P8I §

{sLject property) Hezard Ireuranoe % 437.00

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

Cuslifying Ratics LoantoValue Ratios HOAFees 3

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

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

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

Cuialifying Rate Levwel of Property Review Megelive Carsh Flow $

[ Mobe R % [ Esesorinero (subject roperty)

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

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

(] Bougi Donn Fale T Form Mrbes

O Cther % Baorrower Funds to Closs
b werard [

mortgage guaranty

insurance corporation 54



I’m so sorry to bother you, but I’'m
struggling with a high debt-to-
iIncome 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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I’m so sorry to bother you, but I’'m
struggling with a high debt-to-
iIncome 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

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 yourincome
calculation.
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1. 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

mortgage guaranty

insurance corporation 58



Email from borrower

mortgage guaranty
insurance corporation

E z) O = Answers to your questions - Message (HT... 2 search - O

File Message Insert Draw Options Format Text  Review Help

B I USZ-«~A--w - @~ F B M- o

M=

|:ﬁ|f| v |:Aptcs(Eod}rj v ‘:11 v

E}- | To | Jay.LoanOfficer@anybank.com
| & ]
Send —
Subject Answers to your questions @ NoLabel v

Good afternoon, Jay,

| have just uploaded the documentation that you requested during our phone call and your subsequent email. The Only missing item is the
bank statements for the additional $30,000 needed for closing. This is still pending.

You will note from the letter of explanation that the business purchased additional auto parts and preparation for a new service contract that
we obtained in the last quarter of 2025. Although it may appear that the profits went down, this was due to the cost of goods allocated in 2025.
This was in preparation for an expansion and expected higher profits for 2026.

Thank youl

Referral Borrower
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5-step process

mortgage guaranty
insurance corporation

3

Cash flow
P&L




Cash flow
P&L

mortgage guaranty
insurance corporation

MGIC’s P&L Statement

Analysis

Profit and Loss Statement Analysis

MGIC

S Corporation Cash Flow

Use of this information is discretionary. FOLLOW INVESTOR GUIDELINES.

X ] S CORPORATION

Speedy

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

Date From:

Date Paid Through:

MNet Income:

Deduct nonrecurring income:
Add nonrecurring loss:
Depreciation:

Depletion:
Amortization/Casualty Loss:

Other:

SUBTOTAL
Multiplied by Ownership Percentage:

Shareholder's Share of Income (Loss):

Wages:

Total Income:

Meonthly Income:

O ] S CORPORATION

| SAM | Liquidity | Comparative

P&L Help Doc Microsoft Instructions




Cash flow
YTD P&L

mortgage guaranty
insurance corporation

Profit and Loss Statement Analysis

S Corporation Cash Flow

Use of this information is discretionary. FOLLOW INVESTOR GUIDELIMES.

X | s CORPORATION

SPEEDY REPAIR SERVICES

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

Date From:

Date Paid Through:

Met Income:

Deduct nonrecurring income:
Add nonrecurring loss:
Depreciation:

Depletion:
AmortizationfCasualty Loss:

Other: meals

SUBTOTAL
Multiplied by Ownership Percentage:

Shareholder's Share of Income (Loss):

Wages:

Total Income:

Monthly Income:

YTD
1/1/2026
4/15/2026
g 67,250.00
( ) |
g 8,750.00
g (535.00)
$ 75,465.00 5
50%
$ 37,732.50 5
g 40,000.00
77,732.50 5
22,200.29 5
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Comparison of YTD and prior years

Profit and Loss Statement Analysis

S Corporation Cash Flow

Use of this information is discretionary. FOLLOW INVESTOR GUIDELIMES.

X ] S CORPORATION SPEEDY REPAIR SERVICES
Time Frame (i.e., YTD, quarterly): YTD
Date From: 1/1/2026
Date Paid Through: af15/2026
Met Income: 5 67,250.00
Deduct nonrecurring income: | | |
Add nonrecurring loss:
Depreciation: S 8,750.00
Depletion:
Amortization/Casualty Loss:
Other:  meals S (535.00)
SUBTOTAL ) 75,465.00 s
Multiplied by Ownership Percentage: 50%
Shareholder's Share of Income (Loss): $ 37,732.50 5
Wages: 5 40,000.00
Total Income: $ 77,732.50 5
Monthly Income: $ 22,209.29 5

mortgage guaranty
insurance corporation

SAM Cash Flow Analy

sis Worksheet

TS

7

TS

3

10
11
12

]

15

7

X

] SCORPORATION Name:

SPEEDY REPAIRSERVICES

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 11

Depreciation (FORM 8825): LINE 14

Depletion: LINE 15

Amortization/Casualty Loss (only if noted): from en
Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 17, Column d
Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE 3b
SUBTOTAL

Multiplied by Ownership Percentage

Shareholder's Total Share of Income (Loss)

g 132,550.00 $

§ 132,550.00 $

g 85,750.00 g

g 25,750.00 g
( ) (
(s 2,500.00 (1§

§ 23,250.00 $

50.00%
§ 11,625.00 §

142,000.00

142,000.00

105,000.00

17,500.00

)
2,200.00 )

15,300.00
50.00%

7,650.00

INCOME HAS STABILIZED

$229 525

M2 =%19.160

5254650
12 = $21,221
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5-step process

mortgage guaranty
insurance corporation

4

Validate
P&L




4

Validate P&L

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

3. Validate with bank statements if needed

mortgage guaranty
insurance corporation




Comparative Income Analysis Worksheet MGIC

Calculating trend ratios, which compare income statement accounts from one year to the next, isan
effective way to analyze the profitability or growth of a business,

User tips for macro-free version:
* Select tax year|s) from business return and enter applicable line items

[ ]
C O m a ra t I ve * Enter date of the YTD P&L; worksheet will automatically annualize
* ¥0Y% Change automatically populates, eliminating need for manual calculations

*See |1 [ I WONES 0N upper left corner. Use 1 to collapse sections and 2 to expand hidden sections

Income AnalySis | i momsmwon:

Business Mame: SPEEDY REPAIR SERVICES

Completed by:
vthe Yearl=s}: o 2024 ZoZ25 ZO0F6
Gross ReceiptiSales E 3 425, 000 E 3 475 000 E 142 260
L]
D O e S t h I S Gross Receipts/Sales $ 425,000 $ 475.000 $ 491_143
% Change +12% +3%

support the po— s — — —
LOE provided oron aptn et s

% Change +12% +3%

Cost of Goods Sold (C

by the
borrower? e — — — —

(CGS + Total deductions/Total expenses)

% Change +29% -16%

Gross Profits $ 330,000 $ 347,500 $ 420,000

(Gross Receipts/Sales - Returns & Allowances - CGS)

% Change -1% +21%
Taxable Income 5 225,000 +53% == $ 192,500 +41% = $ 273,857 +56% *
% Change -14% +42%

mortgage guaranty
insurance corpora.tion *Annual % of Expenses compared to Gross Income **Annual % of Taxable Income compared to Gross Income




5-step process

Determine
income

mortgage guaranty
insurance corporation







SAM Cash Flow Analysis Worksheet MGIC

D eterm i ne PERSONAL CASH FLOW SUBTOTALS: 2025 2024 e

Qualifying Income Mo. of
Subtotal #mo. Subtotal #mo. Months

o
I n c o m e PARTNERSHIP & S CORPORATION CASH FLOW SUBTOTALS:

Schedule K-1 SPEEDY REPAIR SERVICES D $ 132,550.00 12 142,000.00 0 $ 11,045.83 12
N W-2 Wages SPEEDY REPAIR SERVICES D 5 85,750.00 12 105,000.00 0 $ 7,145.83 12
] Form 11205 SPEEDY REPAIR SERVICES D $ 11,625.00 & 12 7,650.00 0 $ 968.75 12
- S Corporation SPEEDY REPAIR SERVICES Subtotal 5 229,925.00 s - S 13,160.41
CORPORATION CASH FLOW SUBTOTALS:
Average Monthly Cash Flow (Total) 5 19,160.42

Comments / Notes (For a new line, hold Alt and press Enter)

12 month average of 2025 was used due to declining income. YTD P&L dated 4/15.26 shows business earnings have stabilized. Borrower has provided LOE indicating that
year end purchase of goods in 2025 was cause of declining income.

mortgage guaranty
insurance corporation



Do | have everything | need
to omit debt?

A

- ¢
~




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




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

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.




e 1120-S U.S. Income Tax Return for an S Corporation M Koy 18480122

Do not file this form unless the corporation has filed or

51 175
Beparsnent of the Treasury is attaching Form 2553 to elect 1o be an S corparation. 2&_,_!,'25
imemal Revenue Service Go o www.irs. govForm 1 712058 for instructions and the latest information.

For calendar year 2025 or tax year beginning , 2025, ending .20

A 5 slection efecthe date Hame O Employer identification number

B Business actvity code Murminer and strest. If 3 PO, bow, see instnsctions. Finom or suite no. | E Date incomporated
rumber (see nstactions)

City or town State or prowince | Cowrtry ZF or foreign postal code | F Total assebs (soe instnections)
€ Check i Sch. -3 attached ] | | } %
G Is the corporation electing to be an S corporation beginning with this tax yeer? See instructiona. || Yes | | Mo
H Checkif: (1) []Final retum (2 [ Mame change  (3) [ Address change (4 ] Amended retumn  (5) [(]S slection teemination
| Eniter the number of shareholders who wese shareholders duning any part of the tax year . . -
J Checkif corporation: (1) [_] Aggregated activities for saction 465 at-risk purpases  {2) ] Grouped ac:hmlesinrgectlm 468 p;;‘av;;m_mi';_pl.r-];;se;
Caution: Include only trade or buginess income and expenges on lines 1a through 22, See the inatructions Ter more nformation.

1a Gross receipis or salkes b Less retums and allowances € Balance 1e
- 2 GCaost of goods sold {attach Form 1125-8) . . _ . . . _ . . . . o o . . L o o . 2
E 3 Gross profit. Subiract line 2 from line 1c . _ . S 3
= 4 Met gain (loss) from Fonm 4787, Part I, line 17 [sltam FDI'I'I'] 4?97] C e e e e e e 4
- 5 Other income (loss) (see instructions—attach statement) .~ . . . . . . . . . . . . . 5
6  Total income (Joss). Add lines 3 throwgh S _ e e oo [
T Compensation of officers (see instructions — attach Fnrrn 1125—E:| S Lo T
%’ ] Salaries and wages (less employment credits) . . . . . . . L . o o . . L. o . ]
- E: ] RAepairs and maintenancs . _ . . . . . . . L. . o o . L oo L. Lo a
E(10 Baddebts . . . . . . . . L L L L L L L L ... o oo 10
;E 1 Rerts . . _ . . . _ L oL Lo oo oo 11
ﬁ 13 Interest (see Instructiona) . - . . . . - L . L L o o ... oo ..o 13
: pr— L
T |45 Depietion (do not deduct ofl and gas depletion) . . . . . . . . _ . . . _ _ . 15
% |16 Adwertising . . .. - e e e e e e e e e 16
f 17 Pension, profit- snung. e‘lr. T 17
E 18 Emplo:,fee benefit programs - . . . . _ . L L C o .. Lo oL ... 18
b g uction (at 18
[ B 20  Other deductions [a'tta::h st.a.lemen'tj = I 20
21 Toial deductions. A lce gy 20 21
__| 22 Ordinary business income (loss). Subtract line 21 fromline & . S— 23
23a Excess net pasaive income of LIFO recapture tax (see instructions) .
b Tax from Schedule O ([Form 1120-5) . . - J
e Add lines 23a and 230 (see instructions for additional t.m-ces] Ce e e oo e oo 23¢
24a Cumwent year's estimated tax payrnerrts and prececﬂng year's overpayment
" credited to the cuvent year . . - FE 24a
E b Tax deposited with Formn 7004 . . . - oL oo 24b
E ¢ Credit for federal tax paid on fuels (attach Fnrm -!1563 oL oo 2dc
T d Elective payment election amount from Form 3800 . . . . . . . . 24d
= z Add lines 24a through 24d A oL 24z
B 25 Estimated tax penalty (see |n51n.||:.1m5;p Chec:k |l Form 2220 is Etta-:hed - PR | 25
E 26 Amount owed. If line 24z is smaller than the tofal of lines 23c and 25, enter amount owed  © . . 26
27 Owerpayment. If line 24z iz larger than the total of lines 23c and 25, enter amount overpaid 27
28  Enter amount from line 27 a  Credited to 2026 estimated tax b Refunded 28k
e RAoutngrumber || | 1 | | | | [ | d Type: [JChecking [ savings
e mccountaumber 1 | | | | 1 | | | | I
N [ o e i i e e o o 5 i ot e e e o [ Wyt 1BS ciocims s s
with the preparer_shown below?
Here Signature of officer ||.1me | Tithe: See instuctions. Jves o
Paid Preparer's name: Preparer’s signature Date Check [ ] # |FTN
seif-emplayed
| =Ty = '
se Only Firm's address |ehane no.
For Paperwork Reduction Act Nolice, ses separate instructions. Cat. Ma. 11810H Form 1120-8 2oes) Created 4725

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

73
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What’s this? The borrower wants to
use business assets for closing!

- -




Email from borrower

® - 7 Asset documentation - Message (HT..

File Message Insert Draw Options Format Text Review Help

g -~ vg?‘;\ptos[aody]v n - B I U & - A ~ -

b- = - & | @ | B-

[

L"—:.- lay.LoanOfficer@anybank.com

Send

C

Ia|

Subject Azcet documentation @ Mo Label ~

Good morning, Jay,

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

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

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

Thanks

Referral Borrower

mortgage guaranty
insurance corporation
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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




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

Jay, this change will result in the
loan going back into underwriting.
| seem to remember that you were
really tight in your liquidity ratio
calculation. If the borrower is

going to use business funds for
closing in the amount of $30K,
then that amount would need to
be deducted during your liquidity
test. | don’t think that is going to
work in this case.
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Thanks for your help!

» e " ' N
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