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the information may be outdated due to the rapidly changing nature of the residential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

Documentation review

The 5-step process to evaluating income

Case study

Your questions

mortgage guaranty
insurance corporation




4/24/2024




4/24/2024

Purpose of cash flow analysis

Verify qualifying income that is:
» Stable

* Likely to continue




4/24/2024

Subjectivity or “gray areas” in lending

* Fuzzy

 Vague

* Ambiguous

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

e Tire o1 Irirg .. casiertosay“no”

mortgage guaranty
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Intent or spirit of guidelines

* Easierto identify questions and additional documentation
* Easierto explainto others

* Easierto present to next level with recommerndet L

* Grows base of understanding 2 *2 :x 2 arnce

* Directs explanation ~* 2( ‘orn tur TUture review

mortgage guaranty
insurance corporation
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How many years of tax
returns are needed?

P . . % o
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Freddie Mac Loan Product Advisor®

Self-employed income for ~NBORR name~ must be supported by
complete sighed 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.

mortgage guaranty
insurance corporation




4/24/2024

Freddie Mac - Tax return documentation

b H o
Borrower’s ownership > 5 years Most recent year's business returns

Most recent 2 years' 1040s
Most recent 2 years' business returns

mortgage guaranty
insurance corporation
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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 Guild for additional information. (MSG ID 3733)

BUSINESS NAME YEARS OF TAX RETURNS REQUIRED

me.com Two-years

you.com One-year

mortgage guaranty
insurance corporation

11



4/24/2024

Fannie Mae - Tax return documentation

b H o
Borrower’s ownership > 5 years » Most recent year's business returns

* Mostrecent 2 years' 1040s
* 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 the same business

3. Individual tax returns show an increase over the past 2 years

12
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Scenario - loan
approved through DU

Can business returns be waived?

W2 income from W2 income from
business = $55,000 business = $75,000

Business income from | Business income from
S corp =$105,000 S corp = $65,000

Total = $160,000 Total = $140,000

14
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Why is this important?
Business Profit Trends
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What tax returns are needed?

CAUTI 0 N Most recent tax returns filed with the IRS
Tax returns — most recent calendar year not yet available
WATCH 1. Obtain a copy of the extension

YOUR STEP 2. Obtain IRS response from filing of IRS Form 4506-C

mortgage guaranty
insurance corporation
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Extension Form 4868

i 4868 Application for Automatic Extension of Time OMB No. 1545-0074

S To File U.S. Individual Income Tax Return
Department of the Treasury 2@23
Internal Revenue Service For calendar year 2023, or other tax year beginning , 2023, and ending . 20 -
Identification @Mﬂmﬂ S

1 Your name(s) (see instructions) ¢ Estimate of total tax liability for 2023 . . $

N —>
T TS
Address (see instructions) 6 Balance due. Subtract line 5 from line 4.

See instructions .
7 Amount you're paying (see nnslrucbons)

2ZIP code 8 Check here if you're “out of the coun(ry and a U.S. citizen

or resident. See instructions . I

9 Check here if you file Form 1040 NR and chdnl receive
wages as an employae sub|ac| to U.S. income tax
withholding . . D M e [}

For Privacy Act and Paperwork Act see instr later. Cat. No. 13141W Form 4868 2023

City, town. or post office State

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

Addltlonaldue diligence

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

mortgage guaranty
insurance corporation
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5-step process m

Py

s \
L y

1. 2. 3. 4, S.

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

mortgage guaranty
insurance corporation
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Loan
Application

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

Employer or Business Name SPEEDY REPAIR SERVICES Phone ( 999 ) 999 - 9999
Street 123 MAIN STREET Unit #
City ANYTOWN State GA [x] ZIP 99999 Country
Position or Title OWNER Check if this statement applies:

7 7 : [[] 1 am employed by a family member,
Start Date _ 1 15_/_2000 (mm/d ) property seller, real estate agent, or other
How long in this line of work? _4 Years __ Months party to the transaction.

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

Gross Monthly Income

Base $ /month
Overtime §$ /month
Bonus S /month
Commission $ /fmonth
Military

Entitlements $ /month
Other $ /month
TOTALS 0.00/month

Uniform Residential Loan Application
Freddie Mac Form 65 + Fannie Mae Form 1003
Effective 1/2021

mortgage guaranty
insurance corporation
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mortgage guaranty
insurance corporation

MGIC

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

22

22

21



1.

Assess
business

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

4/24/2024
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mortgage guaranty
insurance corporation

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

Is there a demand
for the business
product or service?

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

25
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NOL

On Schedule 1

mortgage guaranty
insurance corporation

£1040

Departmant of Tr = Internal Revere Service
LS. fividual | Tax Return |2@23|ousun 1545-007:'

U.S. Individ .
For the year Jan. 1-Dec. 31, 2023, or ther tax year beginning 2023, ending .20 |s.,mu,‘mwﬂ,msr
Yourh T T
S— Form 1040 (2023) Page 2
1t joint return |
Taxand 16  Tax(see instructions). Check if any from Form(s): 1 | ] 8814 2 [ Jasa72 a3 [] 16 |
— Credits 17 Amount from Schedule 2, line 3
Home addred
City. town, o
OMB No. 1545-0074
oo i Additional Income and Adjustments to | ~023
o of the Tramsury Attach to Form 1040, 1040-SR, or 1040-NR.
Filing Stat| Intacral Revenys Servica i s for T — Soamence fio. 01
— Names) shown on Form 1040, 1040-SR, or 1040-NR Your social security number
Check only Paym¢
e B 4l Additional Income
1  Taxable refunds, credits, or offsets of state and local income taxes 1
2a Alimony received 2a
Digital b Date of original cllvorce or separa!lm agreemem (see |ns|ruc«|ons)
Assets M you have 3 Business income or (loss). Attach Schedule C z & 3
Sl 4 Other gains or (losses). Attach Form 4797 ¥ & . |La
Standa!d 5 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Sci —— 5
Deductior 6 Farm income or (loss). Attach Schedule F . L
AgofBlindne 3 O R e e A
Dependen a Nt operating loss 25,000
i more b Gambling
than four © Cancellation of debt P 8c
dependents, Refun d Foreign eamed income exclusion from Form 2555 8d
so0 nsinci e Income from Form 8853 . . Be
here . . | Direct def f Income from Form 8889 . 8f
See instny g Alaska Permanent Fund dividends
Income h Jury duty pay . . 8h
i Prizes and awards . i
c,'f;‘,::""l: mg i Activity not engaged in for prollt income |8i
Forms| k Stock options . 8k
W-2G and — 1 Income from the rental ol personal pmpeny nl ynu engaged in lhe remal
1099-R if tax Third for profit but were not in the business of renting such property 81
et wigita) Desig m Olympic and F‘aralymp!c medals and USOC prize mom—:y (sae
L )'W:'ﬂ not instructions) . 8m
3:';!:'“ — n Section 951(a) |nc.lu5|on tsee |nstruct|ons) 8n
Instructions. Sign o Section 951A(a) inclusion (see instructions) 8o
Here p Section 461(]) excess business loss adjustment .
q Taxable distributions from an ABLE account (see anstrucnons) 8q
r ip and ip grants not rep on Farmw 2 . 8r
;““““ s Nontaxable amount of icaid waiver pay juded on Form
o 1040, line taor1d . . . 8s
your recd t Pension or annuity from a nonqua(rled de'erred cumpensal(un ulan or
a nongovernmental section 457 plan | 8t
u Wages earned while incarcerated Bu
Paid z Other income. List type and i
EI'BDE 9 Total other income. Add lines 8a through 8z . . 9
se ( 10 Combine lines 1 through 7 and 9. This is your addlhonat income. Emer hafe and on Form
P 1040, 1040-SR, or 1040-NR, line 8 . 10
For Paperwork Reduction Act Notice, mmuxnminsuueum ‘Cat. No. 71479F Schedule 1 Form 1040) 2023

26
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Net operating loss (NOL)

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

Total Operating Expenses > Total Operating Income = Net Operating Loss

mortgage guaranty
insurance corporation

IRY.
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MGIC SEB class notes MGIC

Whewn can You ado back tn NOLs?
T MWL£R8L5 to reoccur

2. Assoctated with the business

3. Affects business cash flow

mortgage guaranty
insurance cor poration 29
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SGHEDULE G Profit or Loss From Business | (ot ikonrd i i i te?
(Form 1040) (Sole Proprictorship) 9023 X Cost of Goods Soid (see Instructions)
ol o Attach to Form 1040, 1040-5R, 1040-SS, 1040-NR, or 1041; partnerships must generally fle Form 1065, 2zl
Seguence ho. 09 3 Methodis) used to
Harme of prcpietor “Social securtty number (SSN] viueciosing iowentery: 8 []Cost b [ lowsrolcostormanat ¢ [ Othar(sttach explanation)
ET costs, o valustions .
A ‘profession. or B Enter code from nstructons H*Yea attach expisnation . ) : . [ Yes ] Mo
5| pyan
¢ On SChedUle C £ 00 SRR —aTI, e S 'ﬂh—-wn—nu—mx 35 ioventory t begining of yeu. year's 3 Co s
T ] T AV Y
E  Business sodress (ncluding sule o r0om no) 38 pen s B}
City, Yown o¢ post o state, and 2P code
F Accounting method: 31 Cost of labor, Do ot nclude any amaunts pad to yoursel . . . s SR w |
G Dy =)
H nmmummmmmcmms.:mnm Ga e W e ek 2 ol 38 Materals and supplies . 38
' i Formis) 10997 . . Clves CINe
Fl Y™ cid you o i 10997 . . . . i aa LlYes []No 30 Othercomts. . . . . . . . . arwicy m wioeide % siwme m wiwn e ow Ll
Income
1 Gw-uwpl:us-ln&nmuﬂm!wh!wmmmlmlmmwsmmlnmm 60.000 40 Addlines 35 theough 33 . - L - B K]
Form W-2 and the "Statutory employee™ box on that form was checked . O | 2l
2 Retums and sllowances . . -2 A1 nventory st end of year . e e . “ e e . . Lil
3 Subtract ne 2 hom e 1 iE 5 A i 5
4 Costof goods scid (from ine 42) i : : 42__Cost of goods sold. from e 40. Enter 2
6 Gross profit Subtact ne d from e 3 Information on erlhﬂdn.ﬂnmphlelhlspnﬂuiyﬂynuamdam truck expenses on lina 9 and
8 Other income, e o e ax credi on . are not required to file Form 4562 for this business. See the instructions wlnnl:llnﬁmlmﬂnfymwﬂnh
T Grossincome. At inesSmds 11 60,000 Bk A2,
I Expenses. Enter expenses for busness use of yo
Advertising . . . 18 4 " ¥
9 Cor sd tuck expenses i)
] 44 Of the total number of 9 2003, eeter you used your vehicle for:
10 Commissons nd fees 10 e
11 Contract labor [see mstructions) | 11 200 a Busness b © Other
12 Oegieton . . . . . [12 2 N
13 Dapreciation snd section 179
pit E] s\mmnmmvmn 22 45 your pe g y - cev s Oves [Ome
orppreo] il e 23 Taesondlicerses. . . 2
Wichoid o - 1] 14.000 26 Travel snd mesis 1,()()() 46 Do you for your (=™
14 Employee benell programs. Trovel .. - | 24a] _
fother tanonline 19 . | 14 246 47a Do you have evidence to supper your deduction? . TYes [N
15 tnsrmncs fother than hestt) | 15 Uniges 2
18 inferest (sew instructions): Wages (iess 2 I “Yes." is the evidence written? . D No
& Mongage (psd to barks, eic) [ 168 Other expenses (from line 48] 27a Other Tist Below business &x not included on lines B-26, line 271
b Omer < ee b Energy sffcient commerdial bidgs 25 000
AT lapio [0 Fom 7209+ |an > ; -25,000
= i v e 5 Net Operating Loss (2020) =
20 Tentative proft or foss). Subtract i 28 from lina 7. )
30 Expersas for business use OF your hams, D nol report thess expinses esewhars. Altach Form 8829
nless usng the simpilted method. See nstructions.
1he total square lootage home:
and (bl he part o your home usedferbusiness:___Usethe Smpified
0 =
31 Net profitor flossh. Subtract e 30 £
1t prof, anter on both Schedule 1 (Form 1040), ine 3, and on Schedule SE, ine 2. i you 40,000
‘checked the box on ne 1, see instructions.) Estates and trusts, enter on Form 1041, line 3. kil 2
lo%s, you must go 1o fne32.
32 fyounaves ioss, check e box it ctrty
enter the iogs |m1mm;wmm
SE, fine 2. 1, 868 the line 31 entar o 328 [ Aninvestmant is st resc.
Form 1041, line 3. 32 (7] Some investment is not
020, ust Fe 8198, Your joss be fimited. at risk.
o Act Notice, Lo, 118 Schaduse € fForm 1040] 2022 40 Total other s hee and on i 278 : . . Te
Schedule C (Form 1040) 2023
mortgage guaranty 30
insurance corporatlon
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NOL

On Form 1120

mortgage guaranty
insurance corporation

1 1 20 U.S. Corporation Income Tax Return OMB No. 1545-0123
Form
For calendar year 2023 or tax year beginning , 2023, ending
m*.::"‘?szﬂu Go to www.irs.gow/Farm 1120 for instructions and the latest information.
A Checkin: Tame B Employer ientification number
1 Gonsoitated seturn
anach Form 851 LIl yypE
b Lfe/nonite consali- Number, strest, . If a P.O. box, € Date ncorporated.
amearean .. L) OR
2 Perscnal holding co. PRINT
(amach Sch Py . ) City of town, state or province, country, and ZIP or foreign postal code D Total assets fsee instructions)
Pursorad sdce curp
(s0e retncton s
4 Screcue i3 atsaches [ ]| E_Gheck it._(1) | ] Infial retum @ L] Final retum © L] Name change ) _[] Adaress change

¢ Balance. Subtract ine 1h from ine 1a . ¢ e s < 5 s .
Costof goods sold (aftach Form 1125-A) . . . . . . . . . . . . . .

2 2
3 Grossprofit. Subtractkne 2fromline 1 . . . . . . . . . . 3
2| 4 Dividends andinclusions (Schedule C, line23) . . . . . E 4
§ B oIrem I iR A snsEESEa oS ER s
£| & Grossrents 6
7 Grossroyalties . . 7
8 Copital gain net income (attach Schedule D (Form 1120)) - - 8
©  Netgan or foss) from Form 4797, Partl, ine 17 (attach Form 4797) . 52 ]
10 Otherincome (see instructions—attach statement) . . . . . . . . . . . . . 10
1 Tmlmmlnu:lm10 - P, 11
=12 of officers (see acnFom 1Z5E . . . | 12 |
13 mwwagaeneesmbymmcream A s e w s m e o om [13 |
14 Repairs and maintenance . e e e ce e e . 14
15 Baddebts . | 15 |
16 Rents | 16 |
17 Taxes and licenses : e 17
18 Interest(seeinstructions) . . . . . . . . . . . . . oo . o4 . - | 18 |
19 Charitable contributions . . 2 [19 ]
20 Depreciation rom Form 4562 not clamed on Form 1125-A o elsewhers on returm (attach Form 4562) . - | 20 |
23 Pension, proft-sharing, etc., plans . . . . . . . . . . . . ... [ 23 |
24  Employee benefit programs. E | 24 |
25 Ewwemcwwmawwwsmtmramnosl | 25 |
26 Other deductions (attach statement) . .. E | 26 |
27  Totaldeductions. Add ines 12through 26 . . . . . . . . . [ 27 |
28 Taxable income operating los: and special 28
29a  Netoperating loss deduction (see instructions) . . . . . . . . ]
b Special deductions (Schedule C., ine 24) . .
| ¢ Adduneszoaandzon . . 2 29¢
] 30 Taxable income. S-Maclm?khomlm?e Soehsw | 30 |
31 Totaltax (Schedule J. Part |, kne 11) | 31 |
|32 Resevediorftueuse . . . | 22 |
33 Twmmmn&mbu Fart i, nneasx | 33 |
g 34  Estimated tax penalty. See instructions. Check if Form 2220 is attached 34
as Amount owed. If ine 33 is smallar than tha total of linas 31 and 34, antar amount owad | 35 |
36 Overpayment. If line 33 is larger than tha total of lines 31 and 34, entar amount overpaid | 36 |
.'_ 37 Enter amouwnt from line 36 you want: Creditad to 2024 tax Refunded 37
v et 1o Tha Dast of my nomiedge and batet i & ¥, comect, and
Sign| === = nasea on e
[ ————
i o properer shown bolow?
N s — e e B
Paid PriniType prepars = name. Prepares = signature. Date I:&km ‘l“
u“"a'“.y Fanv's name |
Firnva scdres Phoce o
Form 1120 (z023)

For Paperwork Reduction Act Notice, see separate instructions. Cat No. 114500

Sil
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NOL

On Schedule 1

mortgage guaranty
insurance corporation

E Degartment of the Treasury ~ intemal Revenue Service
E1 040 U.S. Individual | Tax Return |2©23|ouana 18450074 | 15 Use Oy ~Dorot et stpie i 53 space
For the year Jan. 1-Dec. 31, 2023, or other tax year beginning . 2023, ending .20 | see separate instructions.
Your
“join
o] e Additional Income and Adjustments to Income LB e
of the Treasury Attach to Form 1040, 1040-SR, or 1040-NR. E"@'za
“Oby Intemal Revenue Service b i S e miint Saquence No. 01
g Names) shown on Form 1040, 1040-SR, or 1040-NR | Your social security number
=
LELd N Additional Income
m‘ 1 Taxable refunds, credits, or offsets of state and local income taxes 1
Crach 2a Alimony received | 2a |
putery b Date of original divorce or separauon agreement (sae ms'mcnons]
3 Business income or (loss). Attach ScheduleC . " & 3
4  Other gains or (losses). Attach Form 4797 Fomon n S E @ R R 4
p— 5  Rental real estate, it s i trusts, etc. Attach
Digit € Farm income or (loss). Attach Schedule F . 76
7 Unemployment compensation . o I 1 7
8  Other income:
o a Net operating loss 254000
b Gambling
Age/H ¢ Cancellation of debl .
Depe d Foreign eamed income excluswn from Fon-n 2555
1t mod e Income from Form 8853 . S cal W ow o a 8e
than f f Income from Form 8889 . . 8f
deper) g Alaska Permanent Fund dmdends
::!:k h Jury duty pay . 8h
here i Prizes and awards P 8i
— j Activity not engaged in !ar pmlll income i
Incg k Stock options . 8k
AttacH I Income from the rema] n! personal pmpedy || yc\u engaged in the remal
W-2 e for profit but were not in the business of renting such property . 8l
m Olympic and Paralympic medals and USOC prize money (see
instructions) " 8m
n Section 951(a) mclusncn (see mslmchons) 8n
o Section 951A(a) inclusion (see instructions) . 8o
P Section 461() excess business loss adjustment .
q Taxable distributions from an ABLE account (see ms!.ml:hons)
r Scholarship and fellowship grants not reported on Form W-2 o 8r
s able amount of id waiver pay included on Form
1040, line 1a or 1d B T 8s
t Pension or annuity from a ion plan or
a nongovernmental section 457 p#an o o @ ko
u Wages eamned while incarcerated 8u
z Other income. List type and amount:
8z
9 Total other income. Add lines Ba through8z . . . 9
10 Combine lines 1 through 7 and 9. This is your addltlonal income Enter here and on Form
1040, 1040-SR, or 1040-NR, line 8 . - 10
FoerwkamldNﬂﬂc-.mmwwnhmm CILNn T1479F Schedule 1 (Form 1040) 2023

It is not
associated with
the business.

It does not affect
cash flow.
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MGIC

Hello again. My borrower’s personal return is showing a
NOL on Schedule 1. | know | cannot add this back in, as it
has no effect on the cash flowing of the business;
however, | wanted to confirm if a LOE is needed.

mortgage guaranty
insurance corporation
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What is our primary concern with NOLs?
Will it happen again?

Prior business

* Not as concerning * When?

e Still need LOE « Why?

* How much?

mortgage guaranty
insurance corporation
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5-step process m

Py

Y
Ty

1. 3. 4, S.

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

mortgage guaranty
insurance corporation
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All-in-one
self-employed
income
calculator

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

Excel XLSX - macro-free short

mortgage guaranty
insurance corporation

SAM Worksheet - Help Document

The
: :
«sh fiod Profit and Loss Statement Analysis
me User Tips:
When vou
b 5 -
sacead 9%} Comparative Income Analysis Worksheet
of Goods Sold §
sched Cost of Goods Sold (CGS) $
Empl PP
P4 SaiskI Liquidity Worksheet
womany s
Expenses
Une 1: List SOLE PRY
soteprd| (€65+To In general:
= Use the Cun =
Pl WL i Cash Flow Analysis Summary
BetEan an Single-N Gross Profif Typicaily, a res: * Te modify thaLasal g plll 4
L lude .
| T gueel]  Temudel SAM Cash Flow Analysis Worksheet MGIC
Line 5: Lis Liskwdines NOTE: If there . -
[ el e
~ls *Seiect e  eviewst.
: o
Partnery e nfschedute - il
i — PERSONAL CASH ¥ e ntraction, hover
sl 1| cashilin (I rem—— )
o | ot Sy b
Sche PARTNE] *Annual %| 1_ Trade nod 1] Schedule 8 ke e
- 1 3 | Inventori Schedule C
from a saie] otmer: T schesuioc Bl 20 8 S
Line 31: N Total Curd il Sehedule C I‘U’JM
S Corpo| hedule L - sehecuiec | [ELEBEG RO
= =
i e Y | e
Mortgag Sehedule £ 5 Dedurt marecsiTiag lacome/asd nosrerTing ks o expemse: "
1 § Depedenc
Total cur - ¥ (|
Schedule K-1f |10 Busisens Mies: fage - P ¥ o s
.
el | welansocizeiniia
Form 1065 L2 Aematization aseaty Liss oy factecl -
aue s ‘
p—

Schedute k-1 [0 soRour¢ st wsscn uc

ve-2viages | [0 SoupLo-coma cams a0 sty

A 0 SORDUIL L SUPRIAINTA KOV D 1055 _ oo

- [0 T sonsotnc o weoac

Partnership Cash Flow

Sit
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Noncash expenses

* Depreciation
Depletion
Amortization

* Business use of home

Limited IRS deductions
* 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,

{ ] S CORPORATION Name:

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

8  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 I

1 Depreciation; LINE 14

2 Depreciation (FORM 8825): LINE 14

3 Depletion: LINE 15

S

5 Mortgages or Notes Payable in Less Than 1 Year: Schedule L LINE 17, Column d (

Iy if noted): LINE 21 from attached statement

5  Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE 2b (
SUBTOTAL §
7 Multiplied by Ownership Percentage

Shareholder’s Total Share of Income (Loss) $

38

38
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Final K-1

mortgage guaranty
insurance corporation

Schedule K-1 20
(Form 1120-S) 2023

For calendar year 2023, o tax yoar

iterna Feverie Senace

Ordinary business income foss)
132,550

sogrers T THEE] o ]

Shareholder’s Share of D

Tect rental real estate incorme (oas)

Credits, etc. Sce zeparate instructions.

Other net rental income (o)

About the C.

Interest ncomS.

A Comeraton's employer isentification nurmiber
12-3456789

‘Orcinary dhadence.

B Cormporation's name, addmeas, city, state, and 23 code
SPEEDY AUTO REPAIR

5 [ Cuaified dmidends

‘Scheduie K-3 i attached it
checked . o

Royaites

Net shor-term captal gan §o5s)

€ RS Canter whars corporabion filed raturm

ot tong. term capral gan (e

©  Gomoranon's total number of sharss
Boginning of tax year

Collectibies (Z85%) gan fioss)

Enc of tax year

Ursecaptured section 1250 gain

Aiernatres s tax (AMT) e

Information About the Shareholder

et soction 1231 gain (o)

E  Sharsnoicer's sentfying rurmber

F  Sharencicder's name. address, Gity, state, and 2P code

REFERRAL BORROWER

G Cument year afiocaman percentage

Other ncome oa%)

o amoctng charehcicer fan]

M Sharencider's number of shares
Baginning of tax year
End of tax year

Soction 179 ceduction

1 Loans from sharenoicer
Beginning of tax yasr
End of tax year

LX)

S Use Only

Drher miormabon

39

39
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Schedule K-1
(Form 1120-S)

mortgage guaranty
insurance corporation

pamoenty 2023
Ergaamass of #us Treatciry For calendar year 2023, or

L71121

OMB No. 1545-0123

132,550

begraeg [/ 7 2023 ]  enang

Net rental real estate income (oss)

Shareholder’s Share of | Deducti

3 | Other net rental income foss)
Credits, etc. See separate instructions
4 | interest income
About the C e
A Comoration's emplayer Identification numier Ba | Orcinary dividends
12-3456789
B Comorabon’s name. address. Oy, state. and ZF code L L ] 14 | Schacuse K-3 s atached if
SPEEDY AUTO REPAIR lwmniac = |
6 |Royames 18 | Anermative mirmn tax (AT ftee
T | Mot shor-tenm captal gan foss)
€ #S Center where corporation fiked returm Ba [ Mt tong- term caneal gan foss
D Corporation’s total number of shares &5 | Collectibles 28%) gain foss)
Bagrining of tax year
End of tax year . B¢ | Uneocaptured section 1250 gain
® | et saction 1231 gain flossy 16 | e amecung srarenolder base

About the

E  Sharshoider's dentfying rumber

F  Sharshoider’s name. address. city. state. and 2P code
REFERRAL BORROWER

Other ncoma floss)

For IRS Use Only

Cener msarmanion

[T e s crm sctivity for st visk pomposes”
» ! More Than one activity for Pasaive activity Durposes”

* See attached statement for additional information.

For Paparwork Asduction Act Notice, 50e the Instructions for Form 1120-8. _ www.irs gowForm 11208

Cat No. 115200 Schedute K-1 (Form 1120-8) 2023

40

40
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MGIC SEB class notes MGIC

wWhen can K-1 tnecome be used?

1. The borrower has accesseo the
tncome (OR)

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

mortgage guaranty
insurance cor poration 41

41
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Schedule K-1
(Form 1120-S)

mortgage guaranty
insurance corporation

Schedute 1 2023

L71121

OMB No. 1545-0123

Department of the Troasury For calandar year 2023, or tax year 1 | Ordrary busness income foss)
internal Reverue Service 132,550

searnra ensing £ ! ] |2 |teee rentai real estate income flos=)
Shareholder’s Share of | Deducti

Other net rental income fozs)

Credits, etc. See soparats instructions.
4 | interest income
About the C: et e
A Comoration's emplayer Identification numier Ba | Orcinary dividends
12-3456789
B Comorabon’s name. address. Oy, state. and ZF code L L ] 14 | Schacule K-3 i attached if

SPEEDY AUTO REPAIR

cnechea = |

Royates

Nee short-term capéal gan josz)

€ RS Center whare corparaton filed returm

et lang- term capaal gan (0as)

D Corporation's total number of shares
Bagnnng of tax year

Collectibies (28%) gan sz

End of tax year

Uneecaptured section 1250 gain

Ancrnatiee manmun tx (AMT) e

About the

Net section 1231 gain (oss)

E  Sharshoider's dentfying rumber

F  Sharshoider’s name. address. city. state. and 2P code
REFERRAL BORROWER

Other ncoma floss)

her aSecting shareholder base|

For IRS Use Only

Section 179 ceducton

Cener msarmanion

[T e s crm sctivity for st visk pomposes”
» ! More Than one activity for Pasaive activity Durposes”

* See attached statement for additional information.

For Paparwork Asduction Act Notice, 50e the Instructions for Form 1120-8. _ www.irs gowForm 11208

Cat No. 115200 Schedute K-1 (Form 1120-8) 2023

42

42
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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.

43

43
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mortgage guaranty
insurance corporation

Freddic Mac Home

~
FreddieMac ~ cerservicer GuideHome  Seller/Servicer Relationship  Selling  Servieing (), Search the Guide View Al
Single-Famity ~ Culde

Search The Singie-Family Seller Servicer Guide Glossary

Uniform Instruments

Festured Resources rowse Guide Recent Bulleting Forme & Documents Upcoming Changes

5304.1 < Prev  MNext >

Stable monthly income and documentation requirements for self-
employed Borrowers

Effective 02/07/2024
(d) Business and income analysis
The following chart contains requirements and guidance pertaining to business and income analysis:

Analysis
Topic i and

Business and ir 1 review and lysis:
analysis .
The Seller's analysis of the business must support that the business has sufficient

« 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.

41
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Schedule L

Liquidity test

Form 1120-S 2023)

Investment income .
Inwstmerlt expenses

Total amount

gs and profits

17a
17b
17c

Income (loss) reconciliation. Combine the total amounts on lines 1 mrwgmo From the result,

subtract the sum of the amounts on lines 11 through 12d and 16f

2a Trade notes and accounts receivable

b Less allowance for bad debts .

Inventories

3 o i ‘
4 U.S. govemment obllgatlons . .
5 Tax-exempt securities (see msu'uct-ons)

6  Other cumrent assets (attach statement) .

10,000 _

T

Liquidity Worksheet

Schedule L - Assets Input the Year(s): g
1_ Cash: Line 1, Column d
2_ Trade notes and accounts receivable, less bad debt: Line 2b, Column d
T Inventories: Line 2, Column d
T Other:
5 | Total Current Assets:

Schedule L - Liabilities

6 | Accounts Payable: Form 11205 Line 16/Form 1065 Line 15, Column d
7 | Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17/Form 1065 Line 16, Column
8 | Other current liabilities: Form 11205 Line 18/Form 1065 Line 17, Column d
9 | Total Current Liabilities:
mortgage guaranty

insurance corporation

8  Morigage and real estate loans .

9  Other investments (attach statement)

10a Buildings and other depreciable assets .

b Less accumulated depreciation .

11a Depletable assels

b Less accumulated depletion .

12  Land (net of any amontization) .

13a Intangible assets (amortizable only) .

b Less accumulated amortization .

14  Other assets (attach statement) .

15 Totalassels .

Liabilities lnd Shlnhold.rl Ethy

i Accounts payable
Moﬂgages.nol&bondspayahlemlessmi year
u Other current liabilities (attach statement) .

19 Loans from shareholders .

20  Mortgages, nombondspaymm1mormm

21 Other kabilities (attach statement)
22  Capital stock . ~ -

23  Additional paid-in Cautw B

24 Retained eamings

25  Adjustments to shareholders’ mfy(mth

28  Less cost of treasury stock

)

27 Total liabilities and shareholders’ equity

Form 1120-S zoz3)

45

45
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mortgage guaranty
insurance corporation

MGIC

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

46

46
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Liquidity Worksheet
iquidity Workshee

|
Schedule L - Assets Input the Year(s): = 2023
T Cash: Line 1, Column d S 112,100.00
T Trade notes and accounts receivable, less bad debt: Line 2b, Column d s 122,850.00
T Inventories: Line 2, Column d 3 25,000.00
T Other:
M G I C 5 | Total Current Assets: S 259,950.00
Schedule L - Liabilities 2023

“w

° ° °
LI q u I d Ity T Accounts Payable: Form 1120S Line 16/Form 1065 Line 15, Column d 125,750.00
W k h T Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17/Form 1065 Line 16, Column d § 65,400.00
o r s e et T Other current liabilities: Form 11205 Line 18/Form 1065 Line 17, Column d 65,000.00
9

Total Current Liabilities: s 256,150.00

“w

Current Ratio 2023
Total Current Assets: Row 5 - Assets above S 258,950.00
| Total Current Liabilities: Row 9 - Liabilities above s 256,150.00
| Current Ratio: In general, a ratio 2 1 demonstrates adequate liquidity
Quick Ratio 2023
Cash, notes, accounts receivable (less bad debt) & other: Rows 1, 2 & 4 - Assets above 5 234,950.00
] Total Current Liabilities: Row 9 - Liabilities above s 256,150.00
Quick Ratio: In general, a ratio = 1 demonstrates adequate liquidity 0.92

mortgage guaranty
insurance corporation 48
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Current ratio or quick ratio?

Liquidity Worksheet MGIC

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

In general:

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

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

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

. LS ) & ) Property Solutions

mortgage guaranty
insurance corporation

45
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Form 1120-S

Otherincome on Line 5

mortgage guaranty
insurance corporation

n1120-S U.S. Income Tax Return for an S Corporation OME Mo, 16450123
Do not file this form unless the corporation has filed or

Wdlm"my is attaching Form 2553 to elect to be an S corporation. @@23

Internal Revenue Senvi GO 10 WWW.irs. 120S for and the lates!

Fcrealenduyaalzozac tax year beginning . 2023, ending . 20

A S slection effective date Name D Employer identification number

B Busriess acivy code O o, strost. 2P0 ox. € Ovte ncorporsted
Number (see instructions)

iy or town, state or province, country. and Z1P or foresgn postal code.
© Choci i Seh M-3 attscred ] s

F Totsl assets jsee instructions)

G Isthe electing to be an 8 beginning with this tax year? See instructions. [_] Yes || No
H Checkit: (1) []Final retum ml‘]Namsdunge (3) [l Address change m[}mmamum lslt]s-hv.mmmaum
1 Enwlhemmbcal ﬂﬂmwpmolmewy‘ar .

1a  Gross receipts or sales

b Less retums and allowances ¢ Balance

2 Cost of goods sold {attach Form 1125-A) .

me

Gross profit. Subtract ine 2 fromlinefc . . . . . . . . .. . .. .

1]
<O 000 )

cmensnmoiamcus(mmsmms--mFumnzsa R

T
5
6 Total income (loss). Add lines 3 through 5
7
8

Smmandmgummmmaml...

9  Repairs and maintenance . . .

10 Bad debts

11 Rents . . S T T T R

12Tlxe-.iandlm..............‘....
13 Interest (see instructions) .

14 Doprociation from Form 4562 ot claimed on Form 1125-A or elsewhera on retum (attach Form 4562)
15  Deplstion (Do not deduct oil and gas depletion) . .

17 Pension, profit-sharing, etc., plans . . . . . .

18 Empioyee benefit programs
19 Energy efficient commercial buildings deduction (attach Form 7208~ . . . . . . . .

20  Other deductions (attach statement) . . . . .
21 Total deductions. Add nes 7 through 20 . P T SR

o Ordinary business income (loss). Sd:ﬂrnlﬂllne?i!mmlnaﬁ A
Excess net passive income or LIFO recapture tax (see instructions) . . . | 23a
Tax from Schedule D (Form 1120-S) . . . |23

24a

24b

24c

244

Deductions {see instructions for mita tions)

mph:k::;:hk:sﬂ"~°“'"“3

¥

Add lines 23a and 23b (see instructions |Dfaad‘\hn=| szas]

Gurrent year's estimated tax paymems and preceding year's overpaymant
credited to the current year . .

ﬂl

b

c

24a

b Tax deposited with Form 7004 . s ow owE R 8
< Cmnrumwp&umlwuwmﬁmn:m
d

z

25

26

27

28

Elective payment election amount from Form 3800 . i oA

Add lines 24a through 240 . . . e
tax penalty (see i jons). Check if Form 2220 is attached . .« @

Amount owed. If ine 24z is smaller than the total of lines 3¢ and 25, enter amount owed

Overpayment. It line 24z is larger than the total of lines 23c and 25, enter amount overpakd

Enter amount from line 27: _Credited to 2024 estimated tax Rofunded [ 28|

Taxand Payments

Under perilies of parry. | docare tha watrn, including mm-mmumhhwdmwd
Sign | Belet s s, conect ana compiete. Declarstion of prepases (e han tarpayer 3 based o0 & omation of i has any.
Here |
Signatute of oficer Date Tle

2 Print/T) rer's name s Date
Paid Fe— roparers sgnatrs

l £ Fam's name
Use Only e
For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 115104

50

50
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MGIC SEB class notes MGIC

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

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

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

mo rtgage guaranty
nnnnnnnnnnnn poration

51

51
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Form 1120-S

Otherincome on Line 5

mortgage guaranty
insurance corporation

,mluzo.s U.S. Income Tax Return for an S Corporation OMB No. 1545-0123
Do not file this form unless the corporation has filed or
Department of the Treasuy s attaching Form 2553 to elect to be an S corporation. 2023
Internal Revenue Service GO 10 wwwirs. 1208 for and the latest information.
For calendar year 2023 or tax year beginnin - 2023, ending .20
A S dection effectie date Narme. D Employer identification number
TYPE
B Business activity code Number, street, and room or sule o, If 8 P.O. box, sse instructions. E Date incorporated
Number (268 iNStructions) on. T
Cay or town, state or province, country. and Z1P or foreign postal code F Totsl ausets (sew instructions)
© Choci i Seh M-3 attscred ] s
G Isthe electing to be an 8 beginning with this tax year? See instructions. [_] Yes || No

H Checkit: (1) []Final retum (2) []Name change (3) [ Address change (4) [JAmended retum {5) [[]S siection termination

1 Enter the number of shareholders who were shareholders during any part of the tax year v v ww i m S
4 Mllcmﬂﬁnﬂ:lllawmlwmbnﬂl-&m mﬂagﬂgmmlummuswmmm
Caution: Inchide only trade or businass income and expenses on Iines 1a through 22. See the instructions for more information

¢ Balance 1c
2 Cost of goods sold (attach Form 1125-A) 1R 2
E 3  Grossprofit. Subtract ine 2 fromiine1c . . . . . 3
E 4 Net gain (loss) from Form 4797, line 17 {attach Form 4797) & |
5  Other income (loss) (see instructions —attach statement) . s | <£U,UUU
8 Total income (loss). Add lines 3 through 5 6
Form 11208, Page 1 Detail
Line 5 - Other Income
Ordinary income from partnership - Premier Auto Detailing 20,000
Total 20,000

Signature of officer Date Taie
id PrintTy o5 name ) = Date
P Ype prepan Proparer s sgnatuss

J F
Preparer
Use Only [0

For Act Notice, see

Cat. No. 11510H

52

52
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MGIC

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

mortgage guaranty
insurance corporation

53
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Schedule K-1 for company B

mortgage guaranty
insurance corporation

Schedule K-1 D[
T 2023
Department of the Treasury

alacnat vernin Sonica For calendar year 2023. of X yoar

Final K-1 ] Amencied -1

Crownary bumress ncome (o3
20.000

14 | Sefi-empioyment eamings foss)

bogrming [ 7 12023 ] eang [ 1 ¢ ]

e e e

Partner's Share of Income, Deductions,

651123

OMB No. 1545-0123

ear
and Other Items

Other net rental income foss) cats
Credits, etc. See separate nstuctionn. | 2 L 15  Cn
(XN information About the Parinership TN ——T—T——
A np's empioyer srber
4 Guaranteod payments for Captal 16 Schecue K-3 s attached if
B Partnershio's name. adaress. Gy, state jna 2P code Ehached - =]
PREMIER AUTO DETAILING r 4e | Total guaranised payments. 1T | Alternstice miienum tax (AMT) itama
5 | interost incoma
€ 1S center whers partnership filed retum:
0 "] Cneck # s is a publicly waged partrership (PTP) 6a | Ordirary divdends
the
E  Partner's SSN or TIN (Do not use TIN of a diregarded entity. See rmtnctons) | 80 | Oualfied dnidends 18 Tax-exempt income and
NOr3ecUCtDe EXDernes
F  Mame address. city, state. and ZIP code fr pariner entered in E_ See 6c | Drwdaend
SPEEDY REPAIR SERVICES
7 | Royaities
6 ] General patnoror LLC [ Lrnitec partner or other LLC 8 Net short-term captal gan foss)
member- manager mereer % | Dissiasinne
M [ comestic patnar [ Foreign partrer a2 | Net kang-term capital gain floss) A 20,000
#H2 ] e patners y (DE). enter =
N Name Sb | Collectibles (28%) gan (ass)
1 Wnat type of ettty &5 this panner? 20 | Other information
12 i s partner s a retirement plan (IRASEP/Xeoghvetc ). check here . [ ] | 8¢ | Unmcaptured section 1230 gain
4 Partner's share of profit, I0ss, and Captal (200 NEIMUCHONS)
= 10 | Net section 1231 gain floss)
Prof 25 % 25 w
Loas 25 % 25 % 11 | Omer ncome (cas)
Capeal 20 % .
Check it decrease i3 due to
[ sale or [] Exchange of interest. See
K1 Partner's share of liabiities: 12 | Section 179 deduction 21 | Foreign taxes pad or sccned
Begineung Ending
Norvecourse s s 13 | Omher decuctions
Ousifisd nonrecoursa
fnancing -3 5
Recaurse s s

K2 Check s bax if aem K1 includes Kabiity amounts ¥0m lower-ber pannerships ||
K3 Check i any of the above labilty s subject to guarintess o Other

55

55
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Schedule L

Mortgages due in less
than 1 year

mortgage guaranty
insurance corporation

Form 1120-S 2023)

Faoe &

Total amount

Sh Ilders’ Pro Rata Share Items (c inued)
b Investment expenses . -
c Dividend distributions paid lrom al:cu'nulﬂcd uinmgs and pmﬁls “
d_Other items and amounts (attach statement]

17a
17b
17c

Income (loss) reconciliation. Combine the total amounts on lines 1 through 10. From the resuit,
subtract the sum of the amounts on lines 11 through 12d and 16 . .

Balance Sheets per Books Beginning of tax year

Assets {a) ) [C]

2a Trade notes and accounts receivable

b Lessallowance forbaddebts . . . . . . )
Inventories e

U.S. govemnment obhgabons «

Tax-exempt securities (see mstrucuons]

Other current assets (attach statement) .

Mortgage and real estate loans

Other investments (attach slnlemem)

3
4
5
-]
7  Loans to shareholders .
8
9
0a

and other dep assets .

Less accumulated depreciation . . . )) I

b
11a Depletable assets : « @ uomb%
b Less accumulated dephtmn x & 5= w ) I

12  Land (net of any amortization) .

13a Intangible assets (amortizable only) .

b Less accumulated amortization . . . . . ))

14  Other assets (attach statement)

15 Total assets

Liabilities lndslllrdlold.l Eqnily
16  Accounts payable

17 Morigages, notes, bonds payable in less than 1 year

18 Other current liabilities (attach
19  Loans from shareholders .

Mortgages, notes, bonds payabie in 1 year or more

Other liabilities (attach statement)
Capital stock . 2 x

Additional paid-in c.np:tal

Retained eamings

Adjustments to sharehoiders’ nqmy(mach slxmntj

BRRBREY

Less cost of treasury stock . . . . . . )

I )

8

Total liabilities and shareholders’ equity

Form 1120-S o2y

56

56
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MGIC SEB class notes MGIC

what are the benefits of determining
business liquidity?

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

2. Owmlts mortgages/wotes/bonds due tn
less than 12 wmonths

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

mortgage guaranty
insurance cor poration

57

57
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Liquidity Worksheet
iquidity Workshee

|
Schedule L - Assets Input the Year(s): = 2023
T Cash: Line 1, Column d S 112,100.00
T Trade notes and accounts receivable, less bad debt: Line 2b, Column d s 122,850.00
T Inventories: Line 2, Column d 3 25,000.00
T Other:
M G I C 5 | Total Current Assets: S 259,950.00
Schedule L - Liabilities 2023

“w

° ° °
LI q u I d Ity T Accounts Payable: Form 1120S Line 16/Form 1065 Line 15, Column d 125,750.00
W k h T Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17/Form 1065 Line 16, Column d § 65,400.00
o r s e et T Other current liabilities: Form 11205 Line 18/Form 1065 Line 17, Column d 65,000.00
9

Total Current Liabilities: s 256,150.00

“w

Current Ratio 2023
Total Current Assets: Row 5 - Assets above S 258,950.00
| Total Current Liabilities: Row 9 - Liabilities above s 256,150.00
| Current Ratio: In general, a ratio 2 1 demonstrates adequate liquidity
Quick Ratio 2023
Cash, notes, accounts receivable (less bad debt) & other: Rows 1, 2 & 4 - Assets above 5 234,950.00
] Total Current Liabilities: Row 9 - Liabilities above s 256,150.00
Quick Ratio: In general, a ratio = 1 demonstrates adequate liquidity 0.92

mortgage guaranty
insurance corporation 58
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MGIC

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

mortgage guaranty
insurance corporation

59

59
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SAM Cash Flow Analysis Worksheet

Evaluate business income as required by your investor.

l S CORPORATION Name: SPEEDY REPAIR SERVICES 2023 2022
SCHEDULE K-1
37 Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements. 2 $ 132,550.00 S 142,000.00
38  Net Rental Income (Loss): LINES 2 & 3 If > Distributions see additional requirements 3
sugrora. -y L wmn ]
FORM W-2
B3 Wages:W-2, Boxs (in $ 85,750.00
FORM 11205
40  Deduct nonrecurring income/add nonrecurring loss: LINES 4 & 5 k
41 Depreciation: LINF 14 $ 25,750.00 $ 17,500.00
42 Depreciation (FORM 8825): LINE 14
43 Depletion: LINE 15
44 Amortization/Casualty Loss (only if noted): from attached statement
45 Mortgages or Notes Payable in Less Than 1 Year: Schedule [, LINE17, Column d " ( ) ( )
46 Non-Deductible Travel and Entertainment Exclusion: Schedule -1, LINE 3b A (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)
$229,925 $254,650
12 =$19,160 M2 =$21,221

DECLINING INCOME

61

4/24/2024

61
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If the trend is declining, the
income may not be stable.
You must conduct
additional analysis to
determine if any income
should be used, butin no
instance may it be averaged
over the period when the
decline occurred.
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Declining income -
What should you

request?

4/24/2024

oA 0N 2

YTD P&L
Balance sheet

Letter of explanation

. Additional tax returns
. 3-6 months of bank

statements

. Additional supporting

documentation
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Yikes! The ratios do not meet the guidelines.

32

Urddenwriter's Narme Appraa's N icense # Apprasal Cargany Name
Stable Monthlly ncome Presant Housing Payment: $
CoBorrower Total Proposed Monthly Payments.
Base Incorme g 19,160.00 5 $ 19,160.00 Burroner's Rirmary Residence
Other Income 5 3 $000 First Morigage P8I 6.621.00
Positive Cash Row 5 S $_0.00 Secord Morigage F8I E
{stbject propaty) - Hzard Insuanoe §437.00
Totl oome § 19,160.00 §0.00 § 19.160.00 Taes §593.00
Morigage haurance
Qualifying Ratios LoantoValue Ratics HOAFees
Primary Housing Expersefncame 31.93 % LV 80 % LessaGround Rent
Tod 51.02 % CLTVILTV 80 % Oher
Dett-pHousngGep Raio(Freadie) % HALTVHILIV ] Total Rimery Housing Experse
Other Ctikgatans
Qualifying Rato Level of Froperty Roview Negative Cash Flow ]
0 Note Rate % [ Extedooirtenor (subject property)
o %MoeNteRale — % [)BtesorOvy Al Qher Norbly Rayrrerts $ 2.125.00
D % Bulow Note Rate % [DNoAprasal Total Al Marthly Payments $9.776.00
B e % Fom Nurber:
O Gher % Borrower Funds to Closs
Py ¢
mortgage guaranty

insurance corporation

51
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MGIC

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

mortgage guaranty
insurance corporation
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List of items requested from borrower:

. Explanation of NOL

. Copy of note (mortgages due < 1 year)

. Explanation for declining income

. YTD P&L statement

. 3 months of business bank statements

. 12 months of cancelled checks — business pays auto leases

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

62
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Email from

&9 o

File Message Insert
b ‘ Calibri

s | L]

Send

Cc

Subject

Good afternoon, Jay,

Thank you,

Referral Borrower

mortgage guaranty
insurance corporation

borrower

@~ = Answers to your questions - Message (H... £ Search

Draw Options Format Text Review Help

v 1 ~ B I ! ﬁ,&-...

N

Jay.LoanOfficer@anybank.com

Answers to your questions

@ No Label v

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

You will note from the letter of explanation, that the business purchased additional auto parts in preparation for a new service contract that we
obtained in the last quarter of 2023. Although it may appear that the profits went down, this was due to the cost of goods allocated in 2023, but
this was in preparation for an expansion and expected higher profits for 2024.

70

70
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5-step process m

4 \
b ]

1. 2. 4. 5.

Assess Cash flow Validate Determine
business taxes P&L income

mortgage guaranty
insurance corporation

;
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mortgage guaranty
insurance corporation

MGIC’s P&L Statement

Analysis

Profit and Loss Statement Analysis

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:

Net Income:

Deduct nonrecurring income: ( )

Add nonrecurring loss:

Depreciation:

Depletion:

Amortization/Casualty Loss:

Other:
SUBTOTAL $ - $ -
by O
shareholder's Share of Income (Loss): 3 o £y =
Wages:
Total Income: s = s =
Monthly Income: ¢ - P =
0 | scorroration
| sam Liquidity | Comparative PaIL Help Doc Microsoft Instructions

72
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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 GUIDELINES.

| S CORPORATION SPEEDY REPAIR SERVICES
Time Frame (i.e., YTD, quarterly): YTD
Date From: 1/1/2024
Date Paid Through: 4/15/2024
Net Income: ) 67,250.00
Deduct nonrecurring income: ( )
Add nonrecurring loss:
Depreciation: s 8,750.00
Depletion:
Amortization/Casualty Loss:
Other: Meals S (535.00)
SUBTOTAL 3 75,465.00 s
Multiplied by Ownership Percentage: 50%
Shareholder's Share of Income (Loss): $ 37,732.50 $
Wages: s 40,000.00
Total Income: $ 77,732.50 $
Monthly Income: $ 22,209.29 s

73

73
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Comparison of YTD and prior years

INCOME HAS STABILIZED

mortgage guaranty
insurance corporation

Profit and Loss Statement Analysis SAM Cash Flow Analysis Worksheet - : : MUK
I § (ORPORATION : Name: SPEEDY REPAIR SERVICES an - o
S Corporation Cash Flow - - ‘
SCHEDULE K €
Use of this information is discretionary. FOLLOW INVESTOR GUIDELINES. ; ; S i - .
i1, Orglnary income [Lossf: UNE 1 1f > Distr bution ikonalrequiements. | | | FEIEINONN . . . . . . Ll
I S CORPORATION SPEEDY REPAIR SERVICES b i "
(Lowsg " " o e
Time Frame (i.e., YTD, quarterly): YTD wﬁaru $ “‘,‘mm $ 1n:tmm
Date From: 1/1/202a4 ——
Date Paid Through: a4/15/2024 y o
1 Wiges: $ B.700 $ 10500000
Net income: S 67,250.00 .
FORM 11005
Deduct nonrecurring income: ( Y ) .
Add nonrecurring loss: v ! fotd g )
Depreciation: s 8,750.00 fil Depreciation: 1% g ; [ 4 ﬂ . u‘_m
i 2 Deprecation (FORMSIE): 1 14
Depletion: .
G k) Depletion:
Amortlzatlun[(asuatty Loss: ¢ $ * L L. —_— # —_—
L JooCasualy Loss fonly  noted): 1 i
Other: Meals S (535.00) e 2 E : ¢ LAy Yy Patary t ¢ v Vo o (OSERECEEEEE . . . . ¢ o ISEISEEEEE .
H4 " Maortgiagei o Nofes Payable T (ess Than | Yeal: | ] | )
SUBTOTAL s 75,465.00 s ~ 5 Moo Deductible Travel sd Entertainment Exchusion: M1, N o (% 2040 ) : 15 220000 )
Multiplied by Ownership Percentage: 50% W:'"’“‘ § ILI,MW $ u;!um
Shareholder's Share of Income (Loss): $ 37,732.50 $ = K7 Miltiplied by Ownenhig Percentage ‘ ‘ ‘ " 0% : ‘R.00%
Viigess P e W‘ Total Share .“hm (Loss) . . $ I'T.mm . $ l?ﬂm)
Total Income: ¢ 77,732.50 $ . l : . . . §229,925 : $254,650
Monthly Income: ¢ 22,209.29 s _ . " * - < | M2=$19,160 ; H2=%$21221
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5-step process

1. 2. 3.

Assess Cash flow Cash flow
business taxes P&L

mortgage guaranty
insurance corporation

5.

Determine
income

75

4/24/2024
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1. Compare to prior year’s tax filing
2. Supportwith LOE if needed

3. Validate with bank statements if needed

mortgage guaranty
insurance corporation

69
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Comparative
Income Analysis

Does this

support the
LOE provided

by the

borrower?

mortgage guaranty
insurance corporation

Comparative Income Analysis Worksheet MGIC
Use of this i is i y. FOLLOW GUIDELINES.
Business SPEEDY REPAIR SERVICES Date: Annualization Date:
Completed by:
‘ect the Year(s): o) 2022 2023 2024
Gross Receipt/Sales £ 3 425,000 $ 475.000 s 143.250
Returns & Allowances
75.000 s 20.750

Cost of Goods Sold

Gross Receipts/Sales s 425,000 $ 475.000 $ 491,143
% Change +12% +3I%
Gross Income $ 425,000 $ 475,000 $ 491,143
(Gross Receipts/Sales - Returns & Allowances)
% Change +H2% +3%
Cost of Goods Sold (C $ 75,000 s 127.500 $ 71.143
% Change +70% 44%
(e : R B lam o
(CGS + Total deductions/Total exp )
% Change +29% A6%
Gross Profits s 350,000 s 347.500 $ 420,000
(Gross Receipts/Sales - Returns & Allowances - CGS)
% Change A% +21%
Taxable Income $ 225,000 +53% = s 192.500 +41% ™ $ 273.857 +56% *
% Change -14% +42%
*A I % of E s ed to Gross | A | % of Taxable | ed to Gross |
7
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5-step process

1. 2. 3.

Assess Cash flow Cash flow
business taxes P&L

mortgage guaranty
insurance corporation

4.

Validate
P&L

o

Py

r \
L y

;

78
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Cash Flow Analysis Summary

MGIC

Schedule K-1 SPEEDY REPAIR SERVICES 5
W-2Wages SPEEDY REPAIR SERVICES S
Form 11205 SPEEDY REPAIR SERVICES S
S Corporation SPEEDY REPAIR SERVICES Subtotal S

CORPORATION CASH FLOW SUBTOTAL:

W-2 Wages s
Form 1120 s

Corporation Subtotal $

Average Monthly Cash Flow (Total)

$
$
$

11,045.83 12 \

7,145.83 12

968.75 12
19,160.41

24

24

;

e w

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

12 month average of 2023 was used due to declining income. YTD P&L dated 4/15/24 shows business earnings have stabilized. B
year end purchase of goods in 2023 was cause of declining income.

LOE indicating that

mortgage guaranty
insurance corporation
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MGIC

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

mortgage guaranty
insurance corporation 82

82
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U.S. Income Tax Return for an S Corporation

Do not file this form unless the corporation has filed or
mﬁqua&wmmumsm

re 1120-S

OMB No. 15450123

2023

Department of the Treasury
Interral Revenue Sevce. Goto
For calendar year 2023 or tax year beginnin .ma.enam .20
RS clection eftactive date e, D Emplayer identification mumber
B Busnes activty code on e [[Tmber strese.anc rom o st no W P.O. box, sea nauctons. E Data incormorated

e instructons)

Gty o town. state or province. Country, and ZIP of foreign postal code.

© Check# Sch -3 siaches [ |

F Totm assets (see instructions)
s

G Is the corporation electing to be an S corporation beginning with this tax year? See instructions. ] Yes |

io

H Checkit (1) []Finai retum (2) [IName change (3) [] Address change (4) [[] Amended retum (§) [} S siection termination

1 Enter the number of sharsholders who were shareholders during any part of the tax year .

J_ Checkit tion: (1) [ actitass for saction 465 at.isk @]

Caution: Include only trade or business i nd expenses on lines 1a through 22. See the

1a  Gross receipts or sales b Less returns and allowances.
2 Cest of goods sold (attach Form 1125-4) .
Gross profit. Subtract line 2 from line 1c . .
Net gain (loss) from Form 4797, line 17 (attach Form 4787)
Other income (Joss) (see instructions —attach statement) . - . B
Total income (loss). Add lines 3 through§ . _ 2 i : 53

Income

3
4
5
&
7 of officers (see Fom1i25® - . . . . -
8  Salries and wages (ess employmentcredits) . . . . . . . . . . . .
©  Repairs and maintenance . . %

0 Baddebts g

1

Rents .

Depletion (Do not deduct cil and gas depletion.) .
16 Advertising R

17 Pmpmmshamgetc plana

BT Tolal Geductions. Add nes 7 through 20 o BB & 8
22 Ordinary business incoma (loss). Sublract line 21 from line &

| Deductions fsee nstructions for Imitationg |
n

1c
2
3
4
5
6
7
8
[
10
11
13
T4 Daprociation rom Fom 4562 NOLCIMMOT Of Form 1125-A Or GlSewiers on ratum GRach Fomn 4502) | 14
15
16
17
18
2
21 |
22

Excess net passive income or LIFO recapture tax (see instructions) .

Tax from Schedule D (Form 1120-5) . .

Add lines 23a and 23b (see Instructions for additional taxes) .

Current year's estimated tax payments and pkudngynarnuvu‘paymunl
credited to the current year . .

B

Tax deposited with Form 7004

Creit for federal tax paid on fueis (attach Form 4136) -

Add lines 24a through 24d . .
Estimated tax penaity (see mqru:m;] Chack if Form 2220 is attached .
Amount owed. If ine 24z is smaller than the total of lines 23c and 25, enter amount owed

Taxand Payments

Overpayment. If line 24z is larger than the 1otal of lines 23¢ and 25, enter amount overpaid
F_n!er amount from line 27: _ Credited to 2024 -sum-hd tax

23a
b
<

24a
b
©
d Elsctive paymant slsction amount from Form 3800 .
z

25

26

27

28

rder penaities. of perury. | Geckare.

et |
Bk, e W, Correct, B Gompiate. Dbl of Sraparer O o (ki) TAae o all IVHTHBce O WhHCh fapies i My K

Statements. an 16 the best of my knowiedgs and

Sign
Here 1
Signature of officer Dato. Title

Paid PrintType preparer s name. ll‘nﬂwv'-sqau- Ic_. oo =]

Wr Farn's name Firm's EIN

Use Only [ v Pone no

For Pape see sapar Cat No. 11510H Forn 1120-8 zo23)
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

84

84
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Email from borrower

2 () @ ~ S Assetdocumentation - Message (HT.. D search m - O
File Message Insert Draw Options Format Text Review Help

o~ x&" Aptos@ody) v~ 11 v B I U £ -~ A ~ ..

‘ To ‘ Jay.LoanOfficer@anybank.com
I Cc
Send ‘ .
Subject Asset documentation @ No Label v

Good morning, Jay,

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

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

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

Thanks

Referral Borrower

mortgage guaranty
insurance corporation
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MGIC

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

cleared to close?

mortgage guaranty
insurance corporation
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Time for your questions

90

mortgage guaranty
rporation

insurance co

90
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| have a freelance photographer
who files a Schedule C. Tax
returns are self-prepared, and

a professional license is not
required. FHLMC requires
verification of current existence
of the business. If the internet
Is used to verify web presence,
Is that sufficient?

mortgage guaranty
insurance corporation
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(g) Verification of current existence of the business

The following chart contains requirements and guidance pertaining to verification of current existence of the

business:
Topic Requirements and guidance
Verification of current Verification of the current existence of the business is required when positive
existence of business income from the business is used as stable monthly income

Acceptable third party Acceptable third party sources include, but are not limited to:
sources « Regulatory agency

« Phone directory

= Internet source (e.g., Better Business Bureau)

= Directory assistance

= Applicable licensing bureau

Verification of current existence of the business obtained verbally from an
acceptable third party source must be documented and include all of the
following:

+ Name and address of the business

« Name of individual and entity contacted to obtain the verification

« Date information verified

= Name and title of the individual who completed the verification for the Seller

Alternative sources The Seller may consider alternative sources if the above are not available, such
as:
= Preparer of the tax returns for the business (e.g., accountant), provided the
preparer has an arm’s length relationship with the Borrower
= At least one months' business bank statement that supports the current
existence of the business and the level and type of income and expenses
reported on the business tax returns

mortgage guaranty

Freddie Mac Selling Guide 5304.1 - effective 2/7/24

insurance corporation
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Schedule K-1
questions

84
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MGI‘ Rates ‘Underwriting Ordering / Training Tools Mortgage

‘Servicing Connects

Magic Minutes training series

®

Clearing up
K-1 confusion

mortgage guaranty
insurance corporation

About
MGIC

Get a quick quote

94
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Please talk about
amortization that is used on
self-employed tax returns to
boostincome. | have asked
many times when | attend
SEB seminars, and no one
wants to address.

95
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Accounting for the cost of an item
over a period of time
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Amortization
example

Company
spent
$100,000 on
patent

88
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Can one-time
depreciation be added
back in during cash
flowing?

98
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Section 179 Depreciation on Schedule K-1
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°
b71121 b51123
o e s hed A e Shave-of Carent Veareomer— ]
Schedule K-1 0) ‘Shareholder's Share of Current Year Income, Schedule K-1 2023
Form 1120-5) 2023 Deductions, Credits, and Other Hems buinionnl] e ——
— v T
Deprart f v sy For calandar yoar 2020, or taxyesr | 1 | Ovirry busness icome fom) | 13 i Fvrsss Servcs o
Segueing 77 053] ansag 77 ] [ ot ot vt et o - -w';v o;l T 0008 ] wrtog [7 ] [ e e et
ner’s Share of Income,
., 3 Oher net remal income doss) 18 | Crears
Shareholder's Share of Income, S| Ottt roritel oo foest Credits, etc. ‘Sew separate matructions.
Credits, etc. Seo soparate instructions. o | himmasadtaymiiaty b ko
e 4 | intermst income A Patnershg's empioyer KentAcaton number
= ocapta |
A Comaratioe's ermployer identfication nurtier Sa | rcinary ducencs B Pararsnic's name. adress. oy, sate, anc DF cooe ek =]
= 0
T T O Fr—pe— WS = e
checked =] B btereat imcome
© | Royames 18| Altormative mirmam tax (AMT) fama) € RS conter whars partrenep fled et
0 ] Crecxmisiss traced partnersrup PTP) 8a | Ordrary dnvdencs
7ot ot capes g o)
E  Partner's SSN o TIN (Do rot use & L 18 | Taxexempt income and
o shiguibeisd
© RS Conter wheve corporation filed retum 8a | Net 1ong-term capnai gan (bas
F Name. adoress. city. state. and ZIF code for pariner entered in . See ratructons. | 8¢ | Dividend equnaients
0  Corporation’s total number of shares b | Colectibies (28%) gan floss) T
Bognng o tax year
End of tax yoar . s e e 8¢ | Unrecaptured section 1250 gain e 01 r3 [m] uc 8 het
W — bt = o
- [ it acion 231 g foasl 7| shcting sharercioer basi] w0 O rosn T T
M2 ] it e partrner i & charmgaried ety (DEL orter the pariner's:
PR ——— 0| Coar o foss) ™ Yame ™ Cotecibies G5 gan e
M \What type of oty & this panner? 20 | Oher miomaton
F Sharehoider's name. adcress. oty, state, and 2IF code B s partner & & retrement plan (IAA/SEP/Keoghetc | check hers O [ % | Unrocaptired soction 1250 gain
4 o5 and capna
Beguemg Encing CRr =T
Prose % “
Loss % % | 91 | Omer rcome fos
Captal %] %
BT v pr————
@ Cument year allocation percentage " jm PN |
1| Socwon 179 deducion K1 Partnors sharmof fabiites: T | Sacton 179 ceduction B [Forvun s s o scermd
Beginrung Ending 15.000]
M Snarenoicer's number of shares. 15,000 13| Other ceductions.
Bognning of tax year 12 | Other deductions Necrscoue i 3
End of tax yoar Ousiifies nomvecourse o .
Recourse 3 s
1 Loans rom sharsricer K2 Groack s o 1 1 o ity st o e S parmdogs [
Bogrnng of tax year 3 K3 Chack # any of the above labiy & subject 1 Quarantess. or ofher
Erc o tax yoar s et cthgatons by the patoer Ses eetncbins 5} g = Ty rerrep—
L Partners Capitsl Account Anslysis 2 (] Mors than one actiey for passive actuey purposes”
mortgage guaranty 100
insurance corporatlon
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? What do | do if my
borrower’s business
0 | y  Changedits name or
v o business formation
Y) (;S mid-year?
‘4‘ \v A
Y .
! a\é}
yhd\. 04
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Business changed formation 6/30/22

SAM Cash Flow Analysis Worksheet

MGIC

= To modify the Total No. of Months, select the applicable number from the # mo. drop-down box.

CORPORATION CASH FLOW SUBTOTALS:

*To lude a Sub 1 from Qualifyi select the box to the left of the dollar amount.
Subtotal
s 10,000.00
PERSONAL CASH FLOW SUBTOTALS: 2023 2022 =
— = Qualifying Income
Subtoral # mo. Subtotal Mo
I Schedule € 6/30/22 - BUSINESS CHANGED FO{ - o (s 51,060.00 0 s
PARTNERSHIP & S CORPORATION CASH FLOW SWBTOJALS:
Schedule K-1 NEW BUSINESS FORMATION s 75,000.00 s 25,000.00 s
W-2 Wages NEW BUSINESS FORMATION s 30,000.04 I s 20,000.00 s
Form 1065 NEW BUSINESS FORMATION s 6,900.00 N s 2,750.00 s
Partnership NEW BUSINESS FORMATION Subtotal S 111,900.00 s 49,750.00 5

8,510.00

5,555.56
2,777.78
647.22

8,980.56

e Ll ...l

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

BUSINESS CHANGED FROM AN SOLE PROPRIETOR ON 6/30/22. PARTNERSHIP WAS FORMED - SEE PARTNERSHIP AGREEMENT.

mortgage guaranty
insurance corporation
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What does a business
liquidity test tell us
about the business?

mortgage guaranty
insurance corporation

104

95



4/24/2024

Business liquidity refers to a company’s ability to easily convert
assets into cash to pay off its short-term liabilities

105
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Liquidity

mortgage guaranty
insurance corporation

How much cash a company can
easily generate

Insight into the business’s ability
to pay off current debt

Snapshot of the financial health

Gauges a company’s ability to
adapt

106
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How should we handle
liquidity when the
borrower is the sole
owner and we can see
loans from shareholders
on Schedule L?
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Schedule L
Liquidity
test

Form 1120-S 2023)

Investment income .
Inwstmerlt expenses

Total amount

17a
17b

andprofits . . . . . . . . . |1Tc

Income (loss) reconciliation. Combine the total amounts on lines 1 mrwgmo From the result,

wbvacw-esmofuwamounuonlmsntrwooghmdandw S % 18

Trade notes and accounts receivable
Less allowance for bad debts .
Inventories . .
U.S. govemment obllgatlons . .
Tax-exempt securities (see msu'uct-ons)
Other current assets (attach statement) .

Liquidity Worksheet

Schedule L - Assets Input the Year(s): g

Cash: Line 1, Column d

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

1]
2
T Inventories: Line 2, Column d
T Other:

5

Total Current Assets:

Schedule L - Liabilities

T Accounts Payable: Form 11205 Line 16/Form 1065 Line 15, Column d
7_ Mortgages, notes, bonds payable < 1 year: Form 11205 Line 17/Form 1065 Line 16, Column
T Other current liabilities: Form 11208 Line 18/Form 1065 Line 17, Column d

9

Total Current Liabilities:

mortgage guaranty
insurance corporation

TS .
Mortgage and real estate loans .
Other investments (attach statement)
Buildings and other depreciable assels .
Less accumulated depreciation .
Depletable assets Y
Less accumulated depletion .
Land (net of any amortization) . 2
Intangible assets (amortizable only) .
Less accumulated amortization .
Other assets (attach statement) .
Total assets s

Liabilities lnd Shlnhoid.rl Ethy

i _...I -
o 5 @

SRRBREBE

5

Accounts payable .
Mmgagus.nollsbondspayabla in lssslhan 1 year
Othe  (attach mumam]

rrant |

Loans from sharehoiders
Mortgages, mmmmm‘r 1 year of more
Other liabilities (attach statement) 5
Capital stock . : s
Mdl&ond pa:o‘n Cautw
Mpsumms\osrwmm‘mty(mmh

Less cost of treasury stock
Total liabilities and shareholders'

) )

Form 1120-S zoz3)
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For a C corp, if the borrower
DOES NOT own 100%, then
outside of W-2 income we
can’t use cash flowing
income from the business
returns. But if the company
has reported a loss, do we
hit them with the loss?

mortgage guaranty
insurance corporation
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Purpose of cash flow analysis

Verify qualifying income that is:
» Stable

* Likely to continue
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MGIE = oy smaymony sy w0 osgpess o

Self-employed borrower and
income analysis calculators

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

MEIC > underwriving >

i

4
-
]

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

w lable

Updatod for tax year 2023

mgic.com/seb

Gain access now »

Request access to the worksheets

mpl

Cas

alysis with PEL,
and Reatal

stant access 10 our SEB i
quidity. You ean als:

mortgage guaranty
insurance corporation o ame

Emily
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MGIC
worksheets

mortgage guaranty
insurance corporation
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SEB and income analysis
calculators and resources

Explore and download icul
mpl and ther

M3 > wnderwriing » swb »

Updated cash flow analysis
worksheets for tax year 2023

income calculator

Wistch our overview video >

=
—_—
Overview & damo:
All-in-one szlf-employed
Dowaload e calculalors beow = -
Ln—-

PLEASE NOTE: Download and save a copy to your desktop as a template.

Updated calculators
Al in macrs-ssabled ormacro:ree versions, To earm are sbout these versions and MGIC' wto-cakeulating
worksheets, .22 our FADS below, Having outle with Ty e o wives

All-in-one self-employed income calculator

Maero-enai
and PAL an:

orporates 4 worksheets, ncluing SAM cash flow analysi, lqusdity, comparative mcome anabysis
4)

Dawnload and save macro-enabled »

Employment & other income calculator

Macro o
o tan

alarid bofrowess’ masthly qualitying income (foced and variabie) and

Dovenlond and save maces-enabled »

Rental income calculator
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Let us earn
your business

Get a free Ml quote

MIQ

mgic.com/MIQ

114

Explore training

& special events

mgic.com/training

Connect

MGIC account manger
mgic.com/contact

Training email
training_mgic.com
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Thank you for

choosing MGIC

mgic.com

MGIC




