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the information may be outdated due to the rapidly changing nature of the residential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

mortgage guaranty
insurance corporation

V




3/27/2024

mortgage guaranty
msurance corporauon




3/27/2024

Objectives

* Review business structures

e Convert tax entries into cash flow:
* Partnerships
e K-1s
* Guaranteed payments
e Otherincome

e Solve a distribution mystery
* Explore LLCs nuances

* Your questions

mortgage guaranty
insurance corporation




What do | need to start?

Loan application

* Tells borrower’s story
Tax returns

* Personal

* Business

* 1 or 2years of each
Worksheet

* Documents your decisions

mortgage guaranty
insurance corporation
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Cash flow
worksheets
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Cash Flow Analysis (Form 1084)

Fannie Mae

Borrower Name:
Business Name (optional):
This worksheet may be used to prepare a written evaluation of the analysis of income related to self-employment. The

purpose of this written analysis is to determine the amount of stable and continuous income that will be available to the
borrower for loan qualifying purposes.

IRS Form 1040 - Individual Income Tax Return Year
1. W-2Income from Self-Employment )
2. Schedule B - Interest and Ordinary Dividends

a. Interest Income from Self-Employment )

b. Dividends from Self-Employment .

3. Schedule C - Profit or Loss from Business: Sole Proprietorship
Net Profit or (Loss)

b. Other (Income) L
c. Depletion

d. Depreciation

e. Non-deductible Travel and Meals Expenses ©
f. Business Use of Home )
g Amortization/Casualty Loss )

4. Schedule D - Capital Gains and Losses
a Recurring Capital Gains ) )

5. Schedule E - Supplemental Income and Loss
Note: A lender may use Fannie Mae Rental Income Worksheets (Form 1037 or Form 1038) to calculate individual rental
income (loss) reported on Schedule E.

a. Royalties Received [ I— )
b. Total Expenses [ ).
c. Depletion [ ).

6. Schedule F - Profit or Loss from Farming
a. NetFarm Profit or (Loss)
b, Non-Tax Portion Ongoing Coop and C
c.Nonrecurring Other (Income) Loss
d. Depreciation
e. Amortization/Casualty Loss/Depletion
f. Business Use of Home

Note: IRS Form 4797 (Sales of Business Property) is not included on this worksheet due to its infrequent use. If
applicable, a lender may include analysis of the sale and related recurring capital gains.

©2019 Fannie Mao. Trademarks of Fannie Mao. Form 1084 June 2019 Pago 10(8

Borrower Name:

[T
reade Form 91

——————
Income Calculations

(Schedule Analysis Method)

Form 91 is to be used to document the Seller's calculation of the income for a self-employed Borrower. This
form is a tool to help the Seller calculate the income for a self-employed Borrower; the Seller's calculations
must be based on the and guidance for the of stable monthly income in Topic
5300. This form does not replace the requirements and guidance for the analysis and treatment of the income
for self-employed Borrowers as described in Chapters 5304 and 5305,

Income Calculations from IRS Form 1040

IRS Form 1040 Federal Individual Income Tax Return | Year: | Year:

1. W-2 Income from self-employment (reported on IRS Forms 1040 and 1120 or 1120S)
Name of business:

IRS Form 1040, W-2 Income — Officer Compensation (Section 5304.1(d))" *) “)
Subtotal of W-2 income from self-employment s l s
Walidate with business retums and IRS Form 1125-E, Compensation of Officers, as applicable
2. Schedule B - Interest and Ordinary Dividends

Recurring interest income (Chapter 5305) ) *)
Recurring dividend income (Chapter 5305) *) *)
Dividend income from self-employment reported on IRS Form 1120 © 3]
Subtotal of dividends and interest s s

Freddie Mac Single-Family Seller/Servicer Guide Bulletin 2019-9
05/01/19 Page Fo1-1
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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
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MGIC Fates  Underwiting  Ordering/ Traizing ois  Msortgage Get a quick quote
semmicin

9 Connects

Self-employed borrower and income analysis

‘A
[ ]
| ]
calculators
Editable and auto-caiculating worksheets fitted specifically for loan officers and mongage pros

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

editable

Updated for 2024

+ Emp!

Gain access now -
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5 business structures

W« W

Limited Liability

Company S Corporation

Partnership

mortgage guaranty
insurance corporation
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CHARACTERISTICS OF 5 COMMON MG C
SELF-EMPLOYED BUSINESSES
Sole + An unincorporated business with one owner
Proprietorship « Unlimited liablity
« All profits flow directly to owner
« Taxed at an individual rate
« Individual: Files IRS Schedule C
« Business: No returns are filed
o e Partnership + A business arrangement between two or more people/partners
C h a ra ct e r I St I c S « Profit/loss is passed to individual partners
« Each partner pays tax on their share of income
« Partner: Receives Schedule K-1and may receive
guaranteed payments
of 5 common g Busiess:Fies RS Form 1065
self-employed borrower
is a person who owns
25% or more in an active S Corporation = Alegal entity that has a limited number of stockholders
self-employe e
analysis and calculation « Each stockholder pays tax on their share of income
° of a self-employed « Stockholder: Receives Schedule K-1and may receive W-2 income
u s I n e s s e s borrower's income can be + Business: Files IRS Form 1120-§
tricky, but understanding
business structures is an
fopotaatiiist sep Corporation « Alegal entity that exists separate from owners who
are shareholders
& « Profits are distril to via divi
« The corporation pays taxes
+ Shareholder: Can receive 1099-DIV and/or W-2 income
« Business: Files IRS Form 1120
TAKE THE NEXT STEP: Attend a ebinar
LLC = Alimited liability company to gain the critical s
is a hybrid business
« No associated tax forms -
= Can file using any of the Reg'Ster now at
structure-based IRS forms mgic.com/training/seb
mortgage guaranty
insurance corporation sasin ——— 10
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MGIC

Self-Employed Borrower
Documentation Matrix

The following matrix identifies the documentation you need from
self-employed borrowers to substantiate the various types of income
they may receive from different business structures.

o]

Required SEB Documentation (S‘E IE)
Partnership S Corporation Corporation
[ ]
Form1040: U.S. Individual Income Tax Return)
ocumentation x | x | x

° Schedule C: Profit or Loss from Business
ScheduleE, Part II: Income or Loss From
M a t r I X Partnerships or S Corporations x x

Schedule K-1(Form 1065): Partner's Share of
Income, Deductions, Credits, etc.

P 3

Form 1065: U.S. Return of Partnership x
Income with all applicable schedules

hedule K-1(Form 1120-S): s x
Share of Income, Deductions, Credits, etc.

Form 1120-S: U.S. Income Tax Return for an x
S Corporation with all applicable schedules

Form 1120: U.S. Corporate Income Tax %
Return with all applicable schedules

Year-to-Date Profit & Loss Statement/
Interim Balance Sheet: as applicable p X X

Partnership Agreement: may be required ¢

Corporate Resolution: may be required x x

Alimited liability company (LLC) is a hybrid business and can file using the above IRS forms based on structure.

71-43865 11/23
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Partnership

Definition

Business arrangement
between 2 or more people

Liability
Operates according to a

partnership agreement

General partners have
unlimited liability

3/27/2024

Taxation

Business files Form 1065

Partner’s share of
earnings is reported on
Schedule K-1

Borrower’s share of
income is taxed at the
individual tax rate

Considerations

Generally, income is only
considered if distributed
ORif business has
adequate liquidity

Partners are not
employees but may receive
guaranteed payments
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Partnership
income flow

mortgage guaranty
insurance corporation

Net profits/losses
reported on IRS Form
1065

Stockholder’s portion
on Schedule K-1

1040 - Schedule E,
page 2

1040 - Schedule 1

1040 - Page 1, line 8

13

13
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Pass-through
entity

mortgage guaranty
insurance corporation

Partnership

1065

Partnership Return
Line 23 Income/Loss

<¢---

1065

Schedule K-1
Ownership %
Lines1,2&3

S Corporation

1120-S

S Corporation Return
Line 22 Income/Loss

¢

1120-S

Schedule K-1
Ownership %
Lines1,2&3

L, <

1040
Schedule E
Part Il

-
1040
Schedule 1
Line 8

14

14
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Form 1065 and Schedule K-1

Form 1065 Schedule K-1

b51123
U.S. Retum of Partnership Income

For catenar year 2023, or tax ysar bagmning T et T

Partner's Shlu of Income, Deduc*”

R
A T Clodits, St \\\Q

(ome instrusions) i

A Partraritng's eeplopee e

Chack applcable boxes: (1) L inti return () L Finai et 01 L] Name charge  4) L] Address change: nUMm
Check sccounting methoa: (1) ] Casn @ ] Acenal @l B Partrersgn - o

Chieck f Schecuies C and M-3 are attached . . o [ o
Check L  scthdties for section 365 oAk

b Loss retums and alowances
Gost of goods soid (attach Form 1125-A) :
Gross profit. Subtract e 2 from ine 1c

Ordinary
mmmnm(m&mFrmlw
Net gain fioss) from Fom 4797, Part I, line 17 (attach Form 4787)

[§] [5]
[n F— [= F—
1 £ompre 1 et oy 5, e s

vn—w-u-mxlnm-a
1 e prtre

gan

ot sechion 1231 gan foss)

e mcoene possi

¥BEs3_gazds

Deductions s ranesces b imtasns

instructions)
Total balance due. Add ines 24 through 27

Payment (see instructions)
Amoust oved. H the sum o e 20 and e 30 is smalie than fne 28, eoter amount owed .
M the sum of 2
Urcser ‘-'Lm|?Mlmw¢nn“%wmmwm:n:=aw
repaver has ay knowiads.

BLUEBBYNBR

A8 B
4 als

May o IS dcuns S e
AT e e

=3 =D
settsegiyed

i¢

For IRS Usa Onty

Col Mo 11 Bcheckle K1 (Form 1086) 2023




Schedule K-1
(Form 1065)

Business information

Owner’s information &
Involvement

mortgage guaranty
insurance corporation

Schedule K-1

(Form 1065)
Depanment of the Treasury
el -

For calendar year 2023, or tax yesr

Partner’s Sh

L51L23

OMB No. 1545-0123

Ordinary business income ossl

25,000

beginning [ 17 1 7 2023 | ending 7 31 7 2023

of I D

Credits, etc

Net rentsl rest estate income (oas)

Other net rental income (ioss)

Guaranteed payments for services.

123

Partnership’s name, address, city, state, and ZIP code

15,000 : Guara nteed

Guaranteed payments for capital

Sample Business

Main St

Totsl guarsntesd payments

<

E

Interest moome

Ordinary dividends

payments

Partner's SSN or TIN (Do not use TIN of a Ssregarded entity. See Instructions. )
123-45-6789

Ouaified dvidands Tax-exemnpt income and

nonseducttie expenses

F

Any:

Sam
where Rd

Name. sadress._ city, state. snd ZIP code for parniner entered in E. See nstructions
ple Borrower

Drvidend squvalents

Royalties.

G

B] General partner or LLC L] Umited partner or other LLC
member-manager member
Domestic partier ] roreign partner

[t e partner is s cisregardea entty (D), snter the partners:

™ Name __ _

What type of entity is this partner?  INDIVIDUAL

25,000

M this pariner i a retirement plan JRA/SEP/Keogh/etc ). check here

Unrecaptured section 1250 gain

Partner’s share of profi. loss. and capital (see instructicns)
Begis

Pront 50
Loss 50
Capasl

Check if Secroass s due 10:

O sse o [

Panner's share of lisbaties:

10 Met section 1231 gan goss)

Owner’s % of interest =
Capital at ending

Nonrecourss s

Qualified nonrecourse
Sinancing . s
[Ey—— 3 s
Check this box if item K1 includes liabslity amounts from lower-tier partnarships |

Check it any of the sbove lisbilty is subject 1o GuSrantess or Othar
payment cbligations by the partner. See instructions. . .

Partner’s Capital Account Analysis
Boginning capital account
Capital contritxted during the yesr
Current year net ncome (loss)
Otrer ncrease (decresse; (ansch sxpianation)
Withdrorwals and distributions
Ending capital sccount ... s

Did the partner contribute property with & bulll-n gain foes)?
[] ves [ mo m-ves-amaen See irstructions

Partner’'s Share Net Unrecognized Section TO4{c) Gain or (Loss)
Begnnng s s
Encing s

| More than one actaty for at-risk purposes”
] More than cne activity for passive activity purposes”

23
*See attached statermment for additional information.

For IRS Use Only

P

irs.gow/Form1065

3/27/2024



General
partnership

General
partner

General
partner

mortgage guaranty
insurance corporation

Limited
partnership

General
partner

Limited liability
partnerships

|

Limited
partner

®

Limited
partner

3/27/2024
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General vs. limited partner

General

Manage the
business

Responsible for
daily operations

Full liability

Have an
ownership
interest in the
company

Receive a
share of the
profit

Limited
No active company

involvement

No daily
responsibilities

No liability

3/27/2024
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Ownership interestis confirmed...
What’s next?

o : - WS
mortgage guaranty ’ )
insurance corporation £ A o

19
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Owner’s portion of netincome
earned by the business is
reported as ordinary income
on Schedule K-1

mortgage guaranty
insurance corporation

Income earned vs. distributions

=

Earnings

£52

Income received

Distribution is when the
business transfers cash or
property to the owner

20

20



(-1 income can
be used for
qualifyingif...

mortgage guaranty
insurance corporation

21

The borrower has
accessed the income

The business has
adequate liquidity to
support the withdrawal
of earnings

3/27/2024



Partnership/S Corp K-1s: Scenario 1

— - ]

e K-1sreflect a history of receiving cash distributions consistent with
ordinary income

_[ THEN... ]

e K-1 ordinary income may be included in borrower’s cash flow

_[ STOP... ]

¢ Nothing else is required

mortgage guaranty
insurance corporation

3/27/2024
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ample
Schedule K-
Form 1065

mortgage guaranty
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Schedule K-1 2@

(Form 1065)

Department of the Treasury

Revenue Service For calendar yeas

sogrong [T T | anane Lot

Partner’s Share of Income, Deductions,

Credits, etc.

A

See separate instructions.

b511e3

OMB No. 1545-0123

3 | Other net rental income (loss) 15 | Crects

the

Partnership’s employer identification number

43 Guarantesd payments for services

Parinership’s name, address, city, state, and ZIP code

4b  Guaranteed payments forcapital | 16 | Schecule K-3 is attached #
4c | Total guaranteed payments 17 | Alternative mirirrum tax (AMT) 2ems

<

RS conter where partnership fed returm:

5  interest income

=] Mﬂmaslnﬂ?rmmmm

6a  Ordinary dvidends

Partner's SSN or TIN (Do not use TIN of a disregarded entity. See instructiona )

Oualfied dhvidends 18 | Tax-exempt swome and
Pondeductie expenses

~

Narme, address. city. state. and ZIP code for pariner entered in E. See instructions.

19 | Distributions

B8 Net long-term capital gain (oss) IA $198000

—

12 Section 179 deduction 21 | Foreign taxes paid or acorued

Partner’s Share of Net Unrecognized Section 704{c) Gain or (Loss)
Ending . e s s

G L] Genersipsrineror LG L] uimitect partner or other LLG 8 | Net shori-term capital gain {loss)
member-manager member
1 ] Domestic partner ] Foreign parner
#2 ] o the partner is a disregarded entty (D). enter the partner's:
™™ Name 96 | Collectbles (26%) gain foss)
11 What type of entlly is this partner?
12 I this partner = a retroment pian IRA/SEP KeoghVete |, check here [ | ¢ Unrecaptured section 1250 gain
J  Partner's share of prof, loss. and capital (sse instructions):
Beginning 10 Net section 1231 gain foss)
Proft x| %
Loss % % 11 Other income foss)
Captal % | *
Check if decrease s due to:
[l sse o 1 of interest. See i
K1 Partner's share of lisbaities:
Beginning Ending
Nonrecourse . . § s 13 | Other deductions
Qualified nonrecourse
Srancing . . . S s
Recourse . . . s
K2  Check this box if lem K1 includes liability amounts from lower-ter partnerships ||
K3 Check if any of the above labilly is subject 1o guarantees Of other
Payment cbligations by the partner. See istructions . . - . . ] [T22 [ ] More than one activity for at-risk purposes”
L Partner's Capital Account Analysis 23 [ More than one activity for passive sctivty purposes”
Beginning cspitsi sccount s *See attached statement for additional information.
Capital contriuted during the year . s
Current year net income (Ioes) s
Other increase jdecresse) s +
and - o+ -8l ) S
Ending capital account s g
M Did the pariner contribute property with a bulit-in gain fos=)7 o
] Yes ] Mo m-ves~atach See i
fid

28

23



Partnership/S Corp K-1s: Scenario 2

IF...

K-1s do not reflect a history of receiving:
e Cash distributions
e Cash distributions consistent with ordinary income

OPTION 1: To use total amount of ordinary income...

e Document that the business has adequate liquidity to support
withdrawal of earnings

OPTION 2: Limit the amount of qualifying income...

¢ To the amount of income supported by a history of accessing the
income (without getting additional documentation)

mortgage guaranty
insurance corporation

3/27/2024
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K-1 without
distributions

mortgage guaranty
insurance corporation

L] Finsl K-1 ] Amended K-1 OMB No. 1545-012%
Schedule K-1 2@2 P ‘ear
(Form 1065) Deductions, Credits, and Other Items
Depantment of the Treasury irry Gusiness mncorme (0ss) 14 Seit-empioyment eamnings (loss)
Intemal Revenue Service For calendar year 20088 $85,000
[ ’ 7 2023 | endging | 4 /
Partner’s Share of Income, Deductions, T Oy Bt eentai toncms paaay —
Credits, etc. See separate instructions.
Information About the 4a  Guaranteed payments for services
A ‘s rmber
4b  Guaranteed payments for capital 18  Schedule K-3 is attached ¥
B Partnershio’s name. address, city, state. snd ZIP code Shecweg - i =]
4c  Total guaranteed payments 17 | Alternative minimum tax (AMT) iten:
5 Interest income
c nsmemwmmwn
D[] Checkif this is a publicty waded partnership (PTP) 6a  Ordinary dvidends
E  Partner's SSN or TIN (Do not use TN of a entity, See y | 8  Oualfied chvidends 18 Tas-esemptncome and
noeductble expenses
F  Name, sddress, cily. state and ZIP code for pariner entéred in E. See instructions. | 8¢ Dividend equivalents
7  Roystties
G L] Generalpartneror LLC L] Uimited partner or other LLT 8  Net shor-term capital gain (loss)
member-manager member 19  Distributions
H1 [ pomestic partner ] Foreign partner 8a | Net long-term capital gain (los=) r I
H2 [ ] ir e partner is s disregarded enty (DE). enter the partners:
N Name 90  Collectbles (28%) gain (joss)
51 What type of entRy is this partner? 20  Other information
12 Nihisparineriza plan @ ot ). check here . [[] | #¢  Unrecaptured section 1250 gain
J  Partners share of profd, loss, and capital (see nstructons).
Beginning Ending 10 | Net section 1231 gain foss)
Profit 2% »%
Loas % % 11 Other income foss)
Capaal % %
Check if decrease & due to:
] sate or [ ] Exchange of partnership interest. See instructions.
K1 Partner's share of liabdities: 12 Section 179 deduction 2 Foreign taxes paid or sccrued
Beginning Ending
Nonrecourse - ~ 3 s 13  Other deductions
Qualified NONMec:
financing . . . S S
Recourse . < S $
K2 Check this box if item K1 includes lishiity armounts from lower-tier partnerships ||
K3 Check if any of the above liabilty is subject to guarantees or
payment cbiigations by the partner. See instructions . . . . - [J [[22 [] More than one activity for at-risk purposes*
L Partner's Capital Account 23 [C] More than one activity for passive activity purposes”
Beginning capitalaccount . . . § *See attached statement for additional information.
Capital contritxited during the year . s
Current year net income (loss) s
Ot inrease (aftach s 3
Withdrawals and Sstributions . s i | S
Ending capital sccount . . . s g
M Did the partner contribute property with a built-in gain fos=)? w
[] ves ] Mo _#-ves- stiach sistement. Ses instruct =

25

25
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K-1 without
consistent
distributions

mortgage guaranty
insurance corporation

Schedule K-1

Partner's Share of Income, Deductions,

Credits, etc. See separate instructions. |
Information About the 4a | Guaranteed payments for services
A Ps ‘s identi ication number
16 K-3is atached ¥

Option 1: To use total amount of ordinary income,
document that the business has adequate liquidity to

2023

e For calendar yeas 2

L5123

] Final k-1 [ Amended k-1 OMB No. 1545-0123

ear
and Other Items

Ordinary business income (oss) 4 Self-empioyment earnings (loss)

$95,000)

baginning 77 2023 | enaing | 7

2 Net rental real estate income (oss)

3 | Other net rental income (oss) 15  Creans

support withdrawal of earnings

17 | Alternative minimum tax (AMT) ems,

18 Tax-exempt mcome and
nondeductie expenses

7  Royaties

L] umited partner or other LLC
member

) Foreign partner

8 Net short-term capital gain (lgss)

A $50,000

12  [] i the partner is a disregarded entity [DE). enter the partner's:

™ Name Collectiies (28%) gain floss)]
11 What type of entity is this partner?
12 ¥ this partner is. plan ). check here . (| 8¢  Unrecaptured saction 1250 gain

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

21 Foreign taxes paid or acoued

w—
Check this box If item K1 includes liablity amounts from lowes-tier partnerships ]

K2

K3 Check if any of the asbove labillty is subject 10 guarsntess Of other
payment cbligations by the partner. See instructions . . . . . 22 || More than one actity for at-risk purposes’

L Partner's Capital Account Analysis 23 [[] More than one actiity for passive activily purposes”
Beginning capital account R s *See attached statement for additional information.
Capitai contributed during the yesr . s
Current ysar net ncome floss) . . s
Otter Idecresse) (attach s g

ana E st )
Ending capitsl sccount s §

M Did the partner contribute property with a bulll-n gain foss)? @
[] ves [ Mo m-ves~amsen See t

N Partner's Share of Net Unrecognized Section 704(c) Gain or (Loss) uw
Beginning . . . - s

26

26
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s it by CHOICE?

Partnership/S Corp K-1s

* No history of distributions?
* Distributions < ordinary income

* Businessis solvent * Business agreement prohibits
« Positive income trends distributions

e Businessisinsolvent—-can’t
afford it

mortgage guaranty
insurance corporation

27



Who is the investor?

Fannie Mae

P
FreddieMac

3/27/2024
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Freddie MacHome S Family Division o sion  Capital M:

~ :
FreddieMac Zz‘i'::’“m“ Guide Home  Seller/Servicer Relationship  Selling  Servicing () Search the Guide View Al ~ MGIC
Single-Family

Search The Single-Family Seffer Servicer Guide Ly
AllRegs

Uniform Instruments

Featured Resaurces Browse Guide Recent Bulletins Forms & Decuments Upcoming Changes

5304.1 < Prev  Next >
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 Requirements and guidance

Busi andi Busi review and analysis:
analysis

The Seller's analysis of the business must support that the business has sufficient
liquidity and is financially capable of producing stable monthly income for the
Borrower.
« The analysis must include a review of the business tax returns
« The Seller's review must include, at a minimum, an analysis of gross receipts or
sales, cost of goods sold and gross profits. All should be typical for the type of
business and reflect consistent year over year trends. In addition, the business
expenses should be reasonable for the type of business activity and level of
business income. Business tenure should be considered.
The Seller may determine that review and analysis of the business financial
statements, business asset statements, and in the case of Partnerships and S
corporations, an analysis of the historical cash distributions, is necessary to
establish the financial and liquidity standing of the business. In addition, the
Seller may calculate and consider the liquidity ratios of the business using
generally accepted accounting practices when analyzing the liquidity of the
business.

mortgage guaranty
insurance corporation
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Meet the borrowers

: .
mortgige gua -‘
insurance corp io; - \

H :

- &




James & Jessica
Johnson

* Married, no dependents

* James has an interest in
3 companies

* Jessica has an interest in
2 companies

* Own 3 rental properties
(Schedule E, page 1)

mortgage guaranty
insurance corporation

3/27/2024



Meet James Johnson

Sole proprietor of Property Maintenance Ninjas
Schedule C

25% partner in Hide Away Storage
* Schedule E, page 2

* Partnership (1065) Schedule K-1

* Form 1065

50% shareholder in J & J Property Solutions
(S corporation)

* Schedule E, page 2

» S Corporation (1120-S) Schedule K-1

* Form 1120-S

* SEB W-2 may also be required

mortgage guaranty
insurance corporation

3/27/2024
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hideawaystorage.com

Locally owned &
operated
Family-owned and

operated since 2019.

Convenient

Our all-indoor,
climate-controlled
storage units are
accessible 24/7.

mortgage guaranty
insurance corporation

$

Hide Away Storage

Earning your business one box at a time

Secure
All units are kept safe with
modern security features.

<>¢ Clean
Our self-storage units are
well maintained.

Competitive
Our rates are very
competitive.

Customer service
We are backed by
best-in-self-storage
customer service.

38
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Personal
1040

Schedule E -

Part Il

Case study, page 40

mortgage guaranty
insurance corporation

Schaduss E (Form 1040) 2023 Attachment Sequence No. 13 Page 2
Namas) shown on retum. Do not enter name and Social sacurity nUMber (f Shown on other sida. Your social security number
James & Jessica Johnson 000-00-0000

Caution: The IRS compares amounts reported on your tax return with amounts shown on Schedule(s) K-1.

Income or Loss From Partnerships and S Corporations

Note: If you report a loss, receive a distribution, dispose of stock, or receive a loan repayment from an S corporation, you must check
the box in column (e) on line 28 and attach the required basis computation. If you report a loss from an at-risk activity for which any
‘amount is not at risk, you must check the box in column (f) on line 28 and attach Form 6198. See instructions.
27  Are you reporting any loss not allowed in a prior year due to the at-risk or basis limitations, a prior year unaliowed loss from a
jpassive activity (if that loss was not reported on Form 8582), or unreimbursed pan.nershlp expenses? If you answered “Yes,"

see instructions before completing this section . . L z i i H Ol ves Kl No
= pry— i et [T [ e
for S corporaton | Mﬂmm s red DOt at risk
A [Hi Storage P [m] 00-0000000
B E:q\.nr_able Property Group, LLC P L] 00-0000000 LJ L]
€ _|J & J Property Soclutions s 0 00-0000000 0 L]
D L L]
Passive Income and Loss Ineome and Loss
{h) Passive incoma Section 179 expense (k) Nonpassive income
from Schedule K-1 e Ty #rom Schedule K-1
A 2,000, 10,000.
B 26,000.
c 61,000,
D
29a Totals | 87,000. 10,000,
b Totals [ 2,000.
Add columns (h)and (K)of ine28a . . . . . . . . . . . . . . . . . . . . . l30 97,000.
31 Add columns (g). (). and () of line 29b . S e W el w FE W w . L3 2,000.)
32  Total partnership and S c Innomaor{iﬂsu Combine lines 30 and 31 - e s . . 32 95,000
Income or Loss From Estates and Trusts
= ek e ettt
A
B
Passive Income and Loss Nonpassive Income and Loss
lc)vaeasa uction or loss allowed {d) Passive income {e) Deduction or loss. {) Other income from
(attach Form 8582 if required) from Schedule K-1 from Schedule K-1 Schedule K-1
A ]
B |
34a Totals |
b Totals |
asnddco;umns(d)anamonineua,..,,...,,.,.....,,,.35
36 Addcolumns(c)and(e)ofline34b . . . S T B )
37 Total estate and trust income or (loss). COI’“bInE Imas 35 and 36 . 37
m Income or Loss From Real Estate Mortgage Investment COnduns !HEMICs!— Remdual Holder
6] Excess inciusion from Taxabie Income
38 ne caiearion b et e ot o o Schaduiss . e 36
39 Combine columns (d) and (e) only. Enter the result here and include in the total on line 41 below . | 39
Summary
40 Net farm rental income or (loss) from Form 4835. Also, complete line 42 below . . . 40
41 Total income or (loss). Combine lines 26, 32, 37, 39, and 40. Enter the result here and on Schedule
1 (Form 1040), line5 . . = . B 41 28,600
42 Reconciliation of farming snd ﬂsmng inoomm Enler yDul gross
farming and fishing income reported on Form 4835, line 7; Schedule K-1
(Form 1065), box 14, code B; Schedule K-1 (Form 1120-S), box 17 code
AN:; and Schedule K-1 (Form 1041), box 14, code F. See i - 42
43 Reconciliation for real estate professionals. If you were a real estate
professional (see instructions), enter the net income or (loss) you
reported anywhere on Form 1040, Form 1040-SR, or Form 1040-NR
from all rental real estate activities in which you ma\ena!ry partmzpaled
under the passive activity lossrules . . . 43
REV Q127728 TIW Schedule E (Form 1040) 2023

34
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Schedule K-
(Form 1065)

Case study, pages 42 -43

mortgage guaranty
insurance corporation

Schedule K-1
(Form 1065) 2023

Treasury

For calendar year 2023, of tax year

[ ] Amended k-1

b5ll23

OB No._ 1545.0123

Partner's Share of

Other Items

»
baginning [ ]  andmgl ] 1 | Ordinary business income (loss| 14 | Self-empioyment eamings (loss)
Partner’s Share of Income, Deductions, == 3,800
2 | Net rental real estate income (loss)|
Credits, etc. See separate instructions.
Im' Information About the Partnership 3 | Other net rental income (loss) 15 | Credts
A Pannership's employer identficaton number
00-0000000 4a | Guaranteed payments for services
B Pannership's name, address, city, state, and ZIP coda 10,000
HIDE AWAY STORAGE 4b | Guaranieed payments for capital | 18 | Schedule K-3 is attached
42 WILLOW BLVD checked « « « <« o s o
JACKSCON, TN 38305 4c | Total guaranteed payments. 17 | Aternative minimum tax (AMT) iterms.
©  IRS center where partmership fled remm 10, 000
[ Check if this is a publicly traded partnership (PTP) 5 | Interest income
Information About the Partner
E Partner’s S5N or TIN (Do not use TN of 3 deregarded entity. See nstructons | 6a | Ordinary divdends
000-00-0000
3 Name, address. Gty, state. and ZIF code for partnes entered in £ See mstructons 6b | Qualified dmdends 18 | Tax-exempt income ana
JAMES JOHNSON nandedicibie svisme
1750 PROSPERITY DRIVE 8¢ | Dividend equivalents [ 625
JACKSON, TN 38305
7 | Royames STMT)
6 [ X] cenemipanneroriic ] Limitea partner or otmer Lic 8 | Net short-term capaal gain (loss)
member-manager member )
H1 Domestc panner [ Forsign partner 9a | Net long-term captal gain (oss) | A 8,
Hz If the partner is a disregarded entity (DE), enter the pariner's:
TIN Name 9b | Collectibles (28%) gain (loss)
M What type of entity i thie partner? LND1VIDUAL 20 | Other mformation
12 ifthis paniner is a ratiement plan (IRA/SEP/Keoghetc ), check here, . L] | 9¢ | Unrcaptured section 1250 gan
J Pariner's share of profit, loss, and capital (see instructions )
Ending 10 | Net section 1231 gain (loss)
Profit 25 « 25 %
Loss. 25 | 25 & 11 | Other income (loss)
Captal 25 w 25 =
Check i decrease is due to:
Sale or of interest
K1 Partner's share of lisbilities. 12 | Section 179 deduction 21 | Foreign taxes paid or accrued
Beginning Ending
2S5 s 13 | Other deductions
Qualified nonrecourse
finanding. . . ... § s
Recourse. . . . . . s
K2 Chock thia box # flem K1 mciudes liabiity amounts from lower-ber partnerships
K3 Check f any of the sbove labliy = subject lo guaramices or Other
by the partner_See instructions « < o o o+ -+ o 2 = o
L Partner’'s Capital Account Analysis 22 More than one activty for at-risk purposes”
Beginning capital account , , , . . § 23 More than one activity for passive activty purposes”
Capital contributed during theyear . . § *See attached statement for additional information.
Cument year net income (loss) . . . . §
Other ncrease (decrease) (attach explanaton) $
d st ik )
Ending capitalsccount . . . . . . . §

] Drd the partner contribute property with a builtin gain (loss)?
if “Yos.* artach statement. Ses

For IRS Use Only

For

warw. i18_goviForm 1065

Schedule K1 (Form 1065) 2023
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Distributions
higher than
ordinary
income?

mortgage guaranty
insurance corporation

Business made money but
took advantage of write-offs

Taking distributions from
previous year’s earnings

Distribution of money that
was not earned

O Partnership is dissolving

36
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SAM
Cash Flow
Worksheet

mgic.com/seb

mortgage guaranty
insurance corporation

.
SAM Cash Flow Analysis Worksheet MGIC
X | parTNERsHIP Name: 2023 2022
SCHEDULE K-1
-
24  Ordinary Income (Loss): LINE 1 |f > Di € em
A
25 NetRental Income (Loss): LINES 2 & 3 If > Distributions see additional requirements
*
26  Guaranteed Payments: LINE 4c
SUBTOTAL 3 = $ -
FORM W-2
27 Wages: W-2, Box 5 (in general)
FORM 1065
“
28 Passthrough (Income) Loss from Other Partnerships: LINE 4
b
29  Deduct nonrecurring income/add nonrecurring loss: LINES S, 6 & 7
30 Depreciation: LINE 16«
31 Depreciation (FORM 8825): LINE 14
32 Depletion: LINE 17
33 Amortization/Casualty Loss (only if noted): LINE 21 from attached statement
~
34  Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 16, Column d ( ( )
~
35 Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE4b { ( )
SUBTOTAL 5 - $ =
36 Multiplied by Ownership Percentage
Partner's Total Share of Income (Loss) $ = $ =
37

37
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Noncash expenses
* Depreciation

* Depletion
* Amortization
* Business use of home

Limited IRS deductions
* Meals
* Travel & entertainment

Nonrecurring
e Otherincome
* One-time expenses

mortgage guaranty
insurance corporation

SAM Cash Flow Analysis Worksheet

X ] PARTNERSHIP Name

2023

SCHEDULE K-1

24 Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements
25  Net Rental Income (Loss): LINES 2 & 3 If > Distributions see additional requirements

26 Guaranteed Payments: LINE 4c

SUBTOTAL

FORM W-2

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

FORM 1065

28 Passthrough (Income) Loss from Other Partnerships: LINE 4

29 Deduct nonrecurring income/add nonrecurring loss: LINES 5,6 & 7

30 Depreciation: LINE 16c

31 Depreciation (FORM 8825): LINE 14

LINE

7

pletion: LINE 1
33 Amortization/l W if noted): LINE 21 from attached statement

34 Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 16, Column d

35  Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE 4b
SUBTOTAL
36  Multiplied by Ownership Percentage

Partner's Total Share of Income (Loss)

38
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Schedule K- MGIC

(Form 1065)

SAM Cash Flow Analysis Worksheet

Partnership Cash Flow

Evaluate business income as required by your investor.

X ] PARTNERSHIP Name: Hide Away Storage -James 2

Schedule K-1 2@23 b51123
(Form 1065) Final K-1 Amended K-1 OMS No. 1545-0123
Daparmant of tha Treasury Partner’s Share of Current Year Income,
Internal Revanue Service For calendar year 2023, of tax year ﬂi
Deductions, C
begineing ] anang [ | g -
Partner’s Share of Income, Deductions, T =3.800
Credits, etc. See separate instructions.
Iml Information About the Partnership 3 | Other net rental income (loss) 15 | Credis
A Pamnership's smployst identiicasion number o B
00-0000000 4
B Pamnershios name. address. cay, state. and 2P code ¥
AWAY STORAGE 4b | Guaranteed payments or capial | 18 | Schedule K-3 fs atiached f
WILLOW BLVD checked . . . . .. ...
ON, TN 38305 4c | Tola! quaranized payments 7| Aternat minemum tx (AMT) e
€ IRS canter whare parinership fled retam 10, 000
o Chech f this is 3 publcly traded pannership (PTP) § | Interest income
Information About the Partner
E  Pamersssne e ) 6a | Ordinary crvicends
000-00-0000
F Name. agdress. oty state. ana ZIP code for panner eniered n £ See mstructons. b | Qualified dvdends. 18 | Tox-exempt income and
JAMES JOHNS nondeductbie empenses
1750 PROSPE! c | Dwidand squwsients c 625
JACKSON, TN
7 | Roysmes STMT,
@ Genoeal partnes or LLC ] Umited partnorcrotheriic | & | Mat short-tem capeal gan doss)
ashbarmanagsr Sher 19 | Distrbutons
i Domestc parner [ Fereign ptnar Fa | Met ong term capra gain foss) 8,000
u2 1tthe partner i 2 disragardad entty (DE), enter tha pariners:
Nama b | Calectiies (28%) gaim floss)
M What typs of entty s this pamer? ~NDLVIDUAL 20 | Other intormation
12 Hithis pariner is & retirement plan (IRA/SEP/Keoghielc. ), check here, . [ | ve uarecapturea section 1250 gan
4 Panners shars of proft, loss, and capital (566 instructions)
Beginning Ending 10 | Net section 1231 gan (loss)
Prot 25 25 %
Loss 25 ] 25 w [ 11 |Otherincome (oss)
Capnal 25 «f 25
Check f decrease is due o
Ssie or | Exchange of pannership interest. See instructions.
K1 Parters share of kataes: 12 | Section 179 deduction 21 | Foreign s pa or accrusd
Boginaing Enaing
s s 13 | Other deductions
Qualdfied nonrecourse
financing, s s
Recourse. s 3
K2 Checkths bon i i unmmesmb«rml:nurlwe« er pannersnips.
K3 e f amy o e mow lssiny s mees 1o gummess o otner
r o cae See e + + ooz soe = oo )
L -.m..f- Capital Account Analysis 22 More than one Setity 10 Bl-sk purposes”
Beginning capital account , . . . . s 23 More than one sctivity for passive ctivity purposes”
Capital contributed durng e yoar . . § *See attached statement for additional information.
Cument yesr natincome foss) . . . . §
Othet ncrense (decssune) (aiach explansion) § -
Withdrawals and dissibutons . . _ _ ) &
2
W 3
N i
4
For Paparwork Reduction Act Notice, 5as the 1065 waw.img Schadule K-1 (Form 1065) 2023

mortgage guaranty
insurance corporation

SCHEDULEK-1

A ]

24 Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements. $ (2,000.00)
\

25  NetRental Income [Loss): LINES 2 & 3 If > Distributions see additional requirements,
Al

26 Guaranteed Payments: LINE 4 $ 10,000.00

SUBTOTAL $ 8,000.00

FORMW-2

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

FORM 1065

&)
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- 1065 U.S. Return of Partnership Income | _Cumne tse1zs
E 5 For calendar year 2023, or tax year beginning 2023, ending 0.
ooty iy by Go to www.irs.gov/Form1065 for and the 2@23
yr———— Name of pannersnp D Grpioyer laeneation mumber
HIDE AWAY STORAGE 00-0000000
B Princeal ot o serice | Type | MUmbee, stres. and foom o st s 18 P O BGx, sew Isructions. € Dot business started
| 42 wrrrow BLVD 01/15/2019
€ Business code number | Pt ["City or town. state or province. country, and ZIF or foreign postal code F Total assets.
(see instructions)
JACKSON, TN 38305 347, 300
G Check appiicable baves: (1) @ Finai reum (3) E Name change (4) |_] Address nnmgu (8) [_] Amended reum
H Check accounting method: (1) @ Accrual  (3) Other (specity) h I I i k h
L Ml s oA A s o 48 e 0 R T s e SAM Cash Flow Analysis Worksheet
J Check if Schedules Cand M-3are altached. . . . . . . . o oot iiii i iaaiiaaaeaiaaiea e ] ]
K Checkit U rogated activities for section 465 at-risk pur 2 Grouped activities for section 469 passive actiity purposes.
Caution: Include only trade or business income and expenses on lines 1a through 23 below. See instructions for more information X ] PARTNERSHIP Name: Hide Away Storage -James 2023
L — 100,500 B i it € b | 1€ 100, 500
2 Costof goods sold (attach FOM 1125-A). « . o oo e v evvvnencnnnenoannsnns
| 3 Grossprofit Subtractline 2 from B 16 . - . < . o oo oot it e e e 100, 500 SCHEDULE K-1
E| 4 Ordinary income (loss) from other ips, estates, and trusts (attach IS “
24  Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements. s {2,000.00)
| & Net gain (loss) from Form 4797, Part ll, line 17 (attachForm4797) . .. ... ......... 40,000 I —_—
Tl i 25 NetRental Income (Loss)z LINES 2 & 3 If > Distributions see additional requirements.
__| 8 Totalincome (loss). Combine lines 3through 7 - - . . - .. . ..ottt 140,500 %
9 Salaries and wages (other than to partners) (less amptoymsm credits) . . ey I 55,000 26 Guaranteed Payments: LINE 4¢ s 10,000.00
§[ 10 Guaranteed paymenis to partners. . #is . 10 40,000
3|11 Repairs and maintenance . . . . -~ starie | A SUBTOTAL s 8,000.00
5|12 Baddebts . == e 5 . e | A2 e
§ 13 Rent .. ... 2 S 5 % 5 13
14 Taxes and lznses ....... aa w . . 14
£]15  Interest (see instructions) . e . 15 1,000 FORM W-2
2{ 16a Depreciation (i required. attacn Form 4s62). . . 1 :
_':: b Less depreciation reported on Form 1125-A and elsewhere on return [ 16b 16c 16,000 27 Wages: W-2, Box 5 (in general)
@17 Depletion (Do not deduct oil and gas depletion.) . " - 17
$|18 Retirementplans. efc. . ... ...ouins sgsics - = 18
8|19 Employee benefitprograms . . . .. ... LLiliiiiiiiiia. : 13 FORM 1065
8|20 Energy efficient commercial buildings Goduction (stiuch Form 7205) . sees |20
Q21 Other ions (altach (SEE STATEMENT e L 2,500 e
122 Total deductions. Add the amaunts shown in the far right cokmn for ines & thrsugh 21 _ _ _ | 22 148,500 28 Passthrough (income) Loss from Other Partnerships: LINE 4
___23 Ordinary business income (loss). Subtractline 22 fromline 8 . . . . ... ......... -123 -8,000 . o " i
24 Interest due under the look-back method - completed long-term contracts (attach Form 8697). | 24 29 Deduct nonrecurring income/add nonrecurring loss: LINES 5, 6 & 7
E| 25 Interest due under the look-back method - income forecast method (attach Form 8866) . . . . | 25 Dey iation: LINE 16
2|26 BBAAAR imputed underpayment (see INSIUCEONS) « « + « + « « <« s v s e v vnennnn |26 30 preciation: LINE 16¢
@] 27 Other taxes (see instructions) . - N . . 27 e
9128 Total balance dus. Add lines 24 through 27 . - . . . N T 31 Depreciation (FORM 8825): LINE 14
£[29 Elective payment election amount from Form 3800 . ... |29
& . 3
%| 30 Payment (see instructions). . NED 32 Depletion: LINE 17
F| 31 Amount owed. If the sum of hm 29 m\d lme 30 is smaler Ihan fine ze enter amwnt cwnd 31 . . R 1
__132 overpaymaent. If the sum of line 29 and line 30 is larger than line 28, enter overpayment . 32 33 Amortization/Casualty Loss (only if noted): LINE 21 from attached statement
Under penalties of | declare that | have examined thi t dudng schedules and stals ts, and to the best of inowledge: h ]
513 bt 1 1 4. COrTcl, Sn0 Compiia. DaclarBn of reprE (OTM AR PArin o WA LABIRY Company marmbar) D63 on 81 RIOMIALON 3 31 Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 16, Column d ( )
S|QII which preparer has any knowledge. iy oo S Saccms s ronn W 5
Here texlicr s z ﬁ e 35  Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE 4b ( )
Signature of partner or Iimited Ebity company member Date. -
Baid PrintType proparers name Preparers Sgnature Date T SUBTOTAL 4 .
all selt-empioyed
Preparer [Fimsname V.I1.P. TAX TN, FemuEN__00-0000000 36 Multiplied by Ownership Percentage
Use Only |Fimsaddess 3 PEACHTREE LANE Phane n.
JACKSON, TN 38305 .
For Paperwork Reduction Act Notice, see separate instructions. Form 10852023 Partner's Total Share of Income (Loss) $ -

ol ey
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What s
needed to
retain other
income?

mortgage guaranty
insurance corporation

Otherincome must be
identified

Need to understand how itis
related to the business
operation

Need to have an expectation
of continuance - history

41
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Form 4797

What is the
source of the
otherincome?

mortgage guaranty
insurance corporation

Sales of Business Pro
w4797 (atso )% and Rochpirs Amounts
Under Sections 179 and
Attach to
iy ko e Go to Www.irs. gov/Form479,

Name(s) shown on retum
HIDE AWAY STORAGE
1a Enter the gross proceeds from sales or excl
substitute statement) that you are including on |
b Enter the total amount of gain thal you are
MACRS assels

© Enter the total amount of loss that you are

assels . . . . . . . . o . o o oo oo o .
m_smu or Exchanges of P
Than Casualty or Theft - Most

OME No. 15450184

2023

27

2 (a) Descripton () Date acq
of property (mo.. day. yr.)
3 Gain, if any, from Form4684.Ine39 . . . . . ..o .. ... . -lLs
4 Section 1231 gain from instaliment sales from Form 6252, line e
5 Section 1231 gain or (loss) from like-kind exchanges from Fe -ls
& Gain, if any, from line 32, from other than casualty of thefl . i
7 Combine lines 2 through 6. Enter the gain or (loss) here Weasfollows . ...........| 7
Partnerships and S corporations. Report the gain or the instructions for Form 1065, Schedule K.
line 10, or Form 1120-S. Schedule K_ line 9. Skip lines 8. below.
pai s If line 7 is zero or a loss, enter the amount
from line 7 on line 11 below and skip lines 8 and is a gain and you didn't have any prior year section
1231 kisses, o they were recaplured in an earlier the gain from line 7 as a long-term capital gain on the
Schedule D filed with your return and skip lines 8, 12 below.
8 Nonrecaptured net section 1231 losses from g o PSP e GRS I |
9 Subtract line 8 from line 7. If zero or less, en| . If line 9 is zero, enter the gain from line 7 on line 12 below. If
line 9 is more than zero, enter the amount frgflline 8 on line 12 below and enter the gain from line 9 as a long-term
capital gain on the Schedule D filed with rolum Seeinsruclions . . . . . . ... .iiiiieia.....| 9
Ord Gains and Losses (see instructions)
10 Ordinary gains and losses not included on lines 11 through 16 (include property held 1 year of less):
DUMP_TRU s/z0/2023 | sizs/zozs 72,000 8,000 40,000
11 Loss. ifany. fomine7 . . o - « = v o o 2 o= = 2o s s BT )
12 Gain, if any, from line 7 or amount from line B, if applicable. N ET)
13 Gain, if any, from line 31 13
14 Net gain or (loss) from Form 4684, lines 31 and 38a 14
15 Ordinary gain from instaliment sales from Form 6252, iNe250F36 + + + v v 2 s v s v s s v v s s RER
16 Ordinary gain or (loss) from like-kind exchanges fromForm 8824 . . . . . . . .« .o v v v oo | 16 |
17 Combine lines 10 through 16 . LT 40, 000
18 For all except individual retums, enter the amount from line 17 on the appropriate line of your return and skip lines
aand b below. For individual returns, complete lines a and b below.
a If the loss on line 11 includes a loss from Form 4684, line 35, column (b)(il). enter that part of the loss here. Enter the
toss from income-producing property on Schedule A (Form 1040). line 16. (Do not include any loss on property used as
an employee.) Identify as from “Form 4797, line 182" Seeinstructions . . . . . . v . v v v v o v s m o waenan 18a
b Redetermine the gain or (loss) on line 17 excluding the loss, if any. on line 18a. Enter here and on Schedule 1
18b

(FOIMVO80); PRAL S & is o s sod 37 Gy god uid o S Ve BE D e DT g T SR W T B L g
For Paperwork Reduction Act Notice, soe separate instructions.

Fom 4797 (2023)
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Distributions
higher than
ordinary
income?

mortgage guaranty
insurance corporation

Business made money but
took advantage of write-offs

Taking distributions from
previous year’s earnings

Distribution of money that
was not earned

O Partnership is dissolving

43
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wn 1065

U.S. Return of Partnership Income

OMB No. 1545-0123

. Forcalencaryear 2023, or e yea b . 2023, anci )

ot b Goto 1085 for and the 2@23

by T ———— Warme of porecsnp (=
HIDE AWAY STORAGE 00-0000000

B Principal peaduct o sersce. | Typg, | NUmBer, street. and foom of susle 6. 1 & P.O. bos, 568 nsinuctions.

E Date business staned

42 WILLOW BLVD 01/15/2019

© Business cote number | PNt [ Gty or town. state or province, country, and 21P or foreign postss code. F Total assets
(see instructions)

JACKSON, TN 38305 347, 300
G Check applicable boxes: (1) Initial retum  (2) Final retum (3) Name change (4) |_] A\Mlmm\g- (81 [ Amended retum
H Check accounting method: (1) Cash 2 Accrual 3 Other (spacity):
1 Number of Schedules K-1. Attach ane for each person who was a partner al any tme during the tax year q
4 COCK I Sctiedules € IO M-8 I BINCING. = s o v 5is w 5ok s Sisie e FIS 6 Ss e EEIe e SeT e SeHE Sie e S B e ] ]
K_Chock f parnershig: (1) ated activies for section 455 at.isk purposes (2) ] Grouped activities for section 469 actiity purposes

‘Caution: Include only trade or business income and expenses on lines 1a through 23 below. See instructions for more information

[P — 100,500 b. € e | 12 100, 500
2 Cost of goods sold (attach Form 1125-A). . . & 2
@| 3 Grossprofit. Sublractline 2fromiN@ 1C . . .« v v ot e een i 3 100, 500
E| 4 Ordinary income (loss) from other partnerships, estates, and trusts (atach statement). . . . . . 4
l =| & Netgain (loss) from Form 4797. Part Il, line 17 (atach FOM4787) . . ... ....ovvn.s [ 40,000
8 Total income (loss). Combine ines 3through 7 . - « -+ o oo o oo vv e v v oon ez 8 140,500
9 Salaries and wages (other than to partners) (less employment credits) . 9 55,000
E|10 Guaranieed paymens to pariners, 10 40,000
-} 11 Repairs and maintenance - 11
E|12 Baddebdts 12 13,000
El13 Rent ...... 13
8|14 Taxes and kcenses. 1
g 15 Interest (see mslrucbons) 15 1,000
& | 16a Depreciation (if required, attach Form 4562).
§| b Less dopreciation reported on Form 1125-A and elsewhare on return| 160 16,000
@17  Depletion (Do not deduct oil and gas depletion.) . . . . .. ..
8|18 Retirementplans,etc. . .. ... ...
g |19 Employee benefit programs . 21,000
§|20 Energy efficient commercial buildings deduction (attach me 7205) .
0|21 Other deductions (attach statement) . R SR 500
__122 Total deductions. Add the amounts shown in far r_\gm column for nes 9 gl . 500
23 Ordinary business income (loss). Subtract line 22fromfine8 . . . . . ... .......... -8,000
24 Interest due under the look-back method - completed long-term contracts (attach Form 8697). | 24
E| 25 Interest due under the look-back method - income forecast method (attach Form 8866) . . . . | 28
2|26 BBAAAR imputed underpayment (see instructions)
@ 27 Other taxes (see inslructions) . . .. . ..o 0w s
%[ 28 Total balance dus. Add lines 24 through 27. . . . . .
£|29  Elective payment election amount from Form 3800 - e .
3|30 Payment (saedostuctions). .. . et ey
|31 Amount owod. If the sum of line 29 and line 30 is smaller than fine 28, enter amount owed . . | 31
__132 Overpayment. If the sum of line 29 and line 30 is larger than line 28, enlzr overpayment . . . [32
Under penaties of perury, | Geciars that | have Sxamined this retum. Including ACC0 Statemants. and to the Best of my KNOWEAgE
‘and beliel. 1t 15 tue, cormect. and compiste. Declaration of preparer (other than nnnr o limited liability company member) & based on all information ul
Sign i prepire ham oy ot
Here
Signature of pariner o Imited Kabilty COmpany meber Date
Type 2 Date GL]
Paid crecx[_T i

seif-emplayed

Preparer [riwsname V.I.P. TAX INC.

Frms EN00-0000000

Use Only |femsotaess 3 PEACHTREE LANE
JACKSON, TN 38305

Phone no

For Paperwork Reduction Act Notice, 568 separats instructions.
4SA 3910101000

Fam1065z023)

SAM Cash Flow Analysis Worksheet

X ] PARTNERSHIP Name: Hide Away Storage -James 22
SCHEDULE K-1

24 Ordinary Income {Loss): LINE 1 If > Distributions see additional requirements, £ S (2,000.00)

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

26  Guaranteed Payments: LINE 4 : S 10,000.00
SUBTOTAL $ 8,000.00
FORM W-2

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

FORM 1065
28  Passthrough (Income) Loss from Other Partnerships: LINE 4 !
29  Deduct nonrecurring income/add nonrecurring loss: LINES 5, 6 & 7 L $ (40,000.00)
130 Depreciation: LINE 16¢

31 Depreciation (FORM 8825): LINE 14

32 Depletion: LINE 17

33 Amortization/Casualty Loss (only if noted): LINE 21 from attached statement

Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 16, Column d A (

35  Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE b i (

SUBTOTAL $ 40,000.00)

36 Multiplied by Ownership Percentage 25.00%
Partner's Total Share of Income (Loss) $ (10,000.00)

mortgage guaranty
insurance corporation
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U.S. Return of Partnership Income

= 1065

OMB No. 1545-0123

For calendar year 2023, o tax year beginning 2023, endi 20,

Bt e ol

Bapstrariatan Tnom pafegispimsm s 2023

A Name of p: o D Employer identification number
HIDE AWAY STORAGE 00-0000000

B Principa prouct o secn | Typeg | Number, street and foom of sutle . 13 PO box. see matructions.

E Date business stared

SAM Cash Flow Analysis Worksheet

Form 1065, Page 1 Detail

Line 21 - Other deductions

Meals and entertainment 2,500

Total 2,500

T2 7 TRUoC
13 3
14 Taxes and licenses. . . . 4
15 Interest (see instructions) 5 1,000
| 16a_Depreciation (f required. atiach Form 4562) |16a 15,000

| 16¢c 15,000 1
17__Depletion (Do not deduct oil and gas depletion.) . ... ... 17 J
18 Relirement plans, e{C. . « « - « « « .. ... .- 18
19 Employee benefit programs 13 21,000

20

20 Enuluz efficient commercial buildings deduction (attach Form 7205) . ... ....

21__Other deductions (altach statement) 355 SI8SEFENT o o

-3 T
Tl 22 148, 5

Taxand Payment | | mductbm-mmmm

22 _Total deductions. Add the amounts shown in the far right column for fines 9 through 21

23 Ordinary business income (loss). Subtractline22fromiine8 . . . . .............. 23 -8, 000
24 Interest due under the look-back method - completed long-term contracts (attach Form 8697). | 24

25 Interest due under the look-back method - income forecast method (attach Form 8866) . . . . [ 25

26 BBA AAR impuled underpayment (see instructions) 26

27 Other taxes (see instructions) . . . . . . . . .. ... 27

28 Total balance due. Add lines 24 through 27. . . . . |28 |

29  Elective payment election amount from Form 3800 . [29]

30 Payment(seeinstructionsk . . .o v v ii ittt i 30

31 Amount owed. If the sum of line 29 and line 30 is smaller than line 28, enter amount owed . . | 31

__132 Overpayment. if the sum of line 29 and line 30 is larger than line 28, enter overpayment . . .

Under penalles of perkury, | deciare that | have examined this retum. Inludng accompanying schedules and

] siatements, and 1o the best of my Knowledge
and badel, i is U, COMact, and compiete. Daclaration of preparer (other than parer or imited iabilly company membar) i based on all information of

Sign which preparer has any knowledge. ey the RS tecuss this retm wih
o preperer shrs bk S
Here e D e
‘Signature of partner or Amited Eability company member Date
PrntType preparers nams Prepers mgnature Date oeal Je [P
Paid O
Preparer | rumy name INC. Fems e 00-0000000
Use Only | Fim's address LANE Phone no.
JACKSON, TN 38305

For Paperwork Reduction Act Notice, see separate instructions.
JSA_ 3P1970 1,000

mortgage guaranty
insurance corporation

Fam 1065 2023

X J PARTNERSHIP Name: Hide Away Storage -James 202
SCHEDULE K-1

24 Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements. ! (2,000.00)

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

26 Guaranteed Payments: LINE 4c . 10,000.00
SUBTOTAL 8,000.00
FORM W-2

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

FORM 1065
28 Passthrough (Income) Loss from Other Partnerships: LINE 4 2
29 Deduct nonrecurring income/add nonrecurring loss: LINES 5, 6 & 7 2 (40,000.00)
Depreciation: LINE 16¢ 16,000.00
Depreciation (FORM 8825): LINE 14
Depletion: LINE 17
Amortization/Casualty Loss (only if noted): LINE 21 from attached statement

34 Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 16, Column d !

35  Non-Deductible Travel and Entertainment Exclusion: Schedule -1, LINE 4b ”

SUBTOTAL (24,000.00)

36  Multiplied by Ownership Percentage 25.00%
Partner's Total Share of Income (Loss) (6,000.00)

45
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Fom 1065 (2023) Page §
Amlylls of Net Income (Loss) per Return
Netincome (loss). Combine Schedule K, ines 1 through 11, From the result, sublract the sum of | |
Schedule K lines 12 through 13,8021 . . o . oo o oo oo oo o soneosoesss 1 32,000
2 Analysis by M Corporate ) Individual () Individual | (v) Partnership ) Exempt (i)
partner type: (actwe) (passive) Organizaton Nomined/Other
a General partners
bb_Limited partners
Balance Sheets per Books Beginning of tax year End of tax year
Assots (a) (b) (e)
1 CaShovvemiesanmnennans 7,500
2a Trade notes and accounts recatvable . . . £0,000 £1,500
b Less allowance for bad debls. . 16,000 44,000 8, 000
3 Inventories .
4 US. Government obligations . . 5
s Taxesempl securilies
6 Other ( RS
7a Loans to pariners (or persons related to pariners)|
b Morigage and real estats loans, . . . . . 31,000 000
8 Other investments {attach statement). . _
$a Guildings end other deprecisble arséts . . 395,000 408, 000
b Less accumulated depreciation, 200 263,800 200 266,800
10a Depletableassets . . . . ...
B Less accumulated depletion . .
11 Land {nel of any amoriization) .
122 Intangibie assets (amorizable only)
b Less
13 Other assets (attach statement)
10, Toumesmtnss o1 G T s 346, 300 347,300
Liabilities and Capital o e o
16 Morigages, notes. Tyear. . ﬁ
18 AllROIOCOUSEIOANS L L L L L ua e s
192 Loans from pariners (or fopariners) . .
B Mortgages, notes, bonds paysbia i 1 yesr ot mase , 123,460 7,460
20 Other liabillies
21 Partners' capital accounts . 206, 500 202,000
22 Total labilites and captal . 346,300 347,300
FATYTEN Reconciliation of Income (Loss) per Books WIth Analysis of Net lnmn(Lm) per Return
Note: The parinership may be required to file Schedule M-3. See instructio
1 Netincome (loss) per books . . =44, 500 |8 Income recorded on bocks this yew not included
2 Inceme included on Schedule K. tnes 1. 2. 3¢ on Schedule K. lines 1 through 11 (kemas)
5, 6a 7.8, Sa 10, and 11, not reconded on & Tax-exempt interes! §
books this your (emize)
3 Guaranteed payments (other than health 7 Deductions included on Schedule K
INSUMNGE) . . . o vt vmne e 40,000 lines 1 thiough 13e, and 21, nol charged
4 Exponses recorded on books this year against book income (his. year (lemize):
net included on Schedule K. fines 1 a Depreciation § 6,000
through 138, and 21 (temize):
= e 6,000
l b Travel and entertanment §__ 2, 500 2,500]y m....’sm, _____________ €, 000
v Goss) (Anaiysis of Net income
5 Addknes thoughd . . ... . ... =2,000] (eoss) ety 8 from line 5 . . -8,000
Analyslwwamars Capital Accounts
1 amu.zwmgu,.. 206, 500]s PYr
2 Capital contribited: a Cash . . 40,000 b Property
b Propenty. 7 Other decreases (lemizs):
3 Netincome (ioss) (see nstructions) 44,500
4 Other increases (jtemize). 8 AddlinesBand?, ... ........
§ _Add lines 1 through 4 i 202,000 |9 Batance at end of year. Subtract e 8 from ine § 202,000
Fom 1085 (2023

.
3P106 1600

Form 1065, Schedule

SAM Cash Flow Analysis Worksheet

mortgage guaranty
insurance corporation

X ] PARTNERSHIP Name: Hide Away Storage -James 2023
SCHEDULE K-1

24  Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements. i S (2,000.00)

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

26 Guaranteed Payments: LINE 4c 5 s 10,000.00
SUBTOTAL $ 8,000.00
FORM W-2

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

FORM 1065

28  Passthrough (Income) Loss from Other Partnerships: LINE 4 X

29 Deduct ingi /add loss: LINES 5, 6 & 7 A $ (40,000.00)

30 Depreciation: LINE 16¢ $ 16,000.00

31 Depreciation (FORM 8825): LINE 14

32 Depletion: LINE 17

Amortization/Casual : LINE 21 from alﬁxrwd statement

Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 16, Column d - { )
Non-D ible Travel and i Schedule M-1, LINE 4b 2 (s 2,500.00 )
SUBTOTAL $ (26,500.00)

36 Itiplied by Ov hip P Ii{ 25.00%
Partner's Total Share of Income (Loss) s (6,625.00)

46
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Effect on cash flow analysis

x J PARTNERSHIP Name: Hide Away Storage -James 2023

2022

24

26

27

28 Passthrough (Income) Loss from Other Partnerships: LINE 4
29 Deduct nonrecurring income/add nonrecurring 10ss: LINES 5, 6 & 7 N s (40,000.00)
20 Depreciation: LINE 16¢ s 16,000.00
31 Depreciation (FORM 8825): L INE 14
32 Depletion: LINE 17
33 Amortization/Casualty Loss (only if noted): LINE 21 from attached statement
34 Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 16, Column d = (
35 Non-Deductible Travel and Entertai i schedule M-1, LINE 4b B (s 2,500.00
SUBTOTAL s (26,500.00)
26  Multiplied by Ownership Percentage 25.00%
Partner's Total Share of Income (Loss) s (6,625.00)
PARTNERSHIP & S CORPORATION CASH FLOW SUBTOTALS:
Schedule K-1 Hide Away Storage -James |:I S 8,000.00 12
W-2 Wages Hide Away Storage -James l:l S - 12
Form 1065 Hide Away Storage -James | E (6,625.00) 12
Partnership Hide Away Storage -James Subtotal I S 1,375.00'

SCHEDULE K-1

Ordinary Income (Loss): LINE 1 if > Distributior = additional requirements s (2,000.00)
- 77
Net Rental Income (Loss): LINES 2 & 2 if > Distributions see additional requirements.
% _--
Guaranteed Payments: LINE 4« s 10,000.00
SUBTOTAL 8,000.00

FORM W-2

Wages: W-2, Box 5 (in ge

FORM 1065

mortgage guaranty
insurance corporation

E 85

(10,200.00)

7.800.00

(2.400.00)

15,400.00

)
2,300.00 )

13,100.00
25.00%

3,275.00

s (2,400.00) 12
S - 12
s 3,275.00 12
s 875.00 |

47
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Final determination of qualifying income

Cash Flow Analysis Summary

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

P

* To exclude a Subtotal from Qualifying Income, select the box to the left of the dollar amount.

Subtotal
$  10,000.00
PARTNERSHIP & S CORPORATION CASH FLOW SUBTOTALS:
i Schedule K-1 Hide Away Storage -James D ) 8,000.00 12 D S (2,400.00)| 12 $ 233.33 24
] W-2Wages Hide Away Storage -James D $ . 12 D $ 5 12 s , 24
|| Form 1065 Hide Away Storage -James |:J $ (6,625.00) 12 [:] $ 327500 12 | $ (139.58) 24
| Partnership Hide Away Storage -James Subtotal $ 1,375.00 S 875.00 $ 93.75

mortgage guaranty
insurance corporation
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Limited Liability

Company (LLC)

Definition Liability Taxation

A hybrid business structure LLC operating agreement Owner reports income on
designed to offer outlines specific division Schedule C, 1065 or
members/owners tax of power among 1120-S, depending on their
efficiencies of a partnership members/owners formation
and the limited liability of a
corporation

Generally, they have Owner is taxed at the
limited liability individual tax rate

49
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LLC borrows tax forms

A single-member LLC A multi-member LLC

Chec 8-
SCHEDULE C ” o . U.S. Return of Partnership Income MR S0
e i Profit o Loss From Business - e st B

Forcatencar your 022 o s year begenen =_| 2023

R Principal crop or actvty.

€ D you “matenaly participatd - - o
¥ Dictyou maks any payments | i you make |
6 *Yes." did you or will you fi B i “Yes." d yol = = Cowm s wame L] Ty o town,
Farm Income. 18 Physca o3 3 s 00t ) Batance. 5
‘Sales of purchased livesy M Ghackit (1) IFns retun s
Cost o other basis of pul —I ' D M Ll el rptom @ LI Fnsdmtn @ LI Name change ) L Address change ) L Amended retum
4 ) m Clcash @ ] Acena
Subtract fine 1b from ling S Intarast
Sales of ivestock, produf o Prop) “matsrialy partcipate” ; : Em e

Clves Line
Cl¥es [INo

Cost of goods sok! (attach Form 1126-A)
Gross profi. Subtract ine 2 from e fc . . . .
Orcimary incima foss) from other parnrnps, extates,

Form 10408
4707, Part I, line 17 ‘m Form mm
Other income loss) (attach statement) . .

sunmm1mmmmmoe--wmam
m.m-ewunnnpnm i3

Baddehts . .

3|a

Taxes and liconses - : o 83 RS
required, A s 6a
b Form 1125 b
Depletion (Do not deduct oil and gas depletion) . . . . . . . . . . . . . . .
Ratirament plans, atc.
Ermployee benwit programs.
oy 7208) SiE
2 tﬁmmmmmmnu-mmmmimu
B Oy bosives b oo Slasd be B by el

| Deductions e nstrustons tor invtatang
B

| [T —

AEREAEGR ARG

Tatative proft ox (ss). Subiract ke 28 o e 7

Expanses for business Use of your hame. Do not report thess axpenses sisewhere. Attach Farm 8520
uniass. using the simpifed method. See instructions.

Il Total balance dua. Add ines 24 thiough 27
Elective payment election amount from Form 3800

Tax and Payment

for busmess:

1 a profit, stop here and Net profit or foss). Subtract ke 30 from e 29.

35 Reserved for future use. * 1fa prof. anter on both Schedule 1 (Form 1040), line 3, and on Schadule SE, ne 2. i you
38 Check the box that desof et o0 Form 1041, Ene 3.

&[] Allinvestment is at rig * It aloas, you must go to ine 32.
For Paperwork Raduction Act § | 1 you hieve a osa, check the bax that describes your rvestment in this activity, Ses instnctions,

Form 1040}, Bne 3, anci 00 Schedule.
b andtrats, e on

be tmtng.
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Purpose of cash flow analysis

Verify qualifying income that is:
» Stable

* Likely to continue

mortgage guaranty
insurance corporation
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mgic.com/seb

mortgage guaranty
insurance corporation

3/27/2024

Self-employed borrower and
income analysis calculators

Training Tools Mongage Connects About MGIC Get a quick guote

an

Editable and c specifically for lean offi
morigage pros.

MGIC > underwriting >

7 a

s

=

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

Updated for tax year 2023:

Updated for 2024:

+ Employment and other income calculator

Gain access now »

Request access to the worksheets

First Name:

Emily

n access 1o our SE
d Liquidity, You ea

SAM Cash Flow Analysi
out Income An;

58




MGIC
worksheets

mortgage guaranty
insurance corporation

3/27/2024

SEB and income analysis
calculators and resources

Explore and download MGIC editable, auto-calculating self-employed borrower
and employment and other incame worksheets and resources

MOIC > underwiting > sab >

Overview video =

Updated cash flow analysis
worksheets for tax year 2023

ulator, including 4 worksheets:

‘Wateh our overview video »

‘Download the caleulators below »

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

Training Toals

Martgage Connects About MaIc At Bk auoie

an
-—

Overview & demo: i

All-in-one szlf-employed
income calculator

o

Updated calculators
 To leammore and MGIC's
worksheets, see our FADS below 9 - Try our macro- bek
I H-emaloved incore calcal

Macro-enabled vession. inc
and PEL analysis. (/112024

tes 4 worksheed

Download and save macro-enabled »

& other income

g SAM cash

analysis, liquidity, comparative income analysis

Designed ta caleulate

non-taxable income. (2/21/2024)

Download and save macro-enabled »

Rental income calculator
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Training -
SEB
webinars

mortgage guaranty
insurance corporation

Analyzing Self-Employed
Borrowers 101 - Getting
Started & the Sole Proprietor

Recorded Session
Available any time

Analyzing Self-Employed
Borrowers 302 — Looking at
Income from Farming

Recorded Session
Available any time

Analyzing Self-Employed Analyzing Self-Employed Analyzing Self-Employed
Borrowers 201 - Borrowers 202 - Zeroing in Borrowers 301 - Focusing on
Concentrating on § on Partnerships Corporations & Financial
Corporations Statements
Recorded Session
Recorded Session Availshle any time Recorded Session

Available any time

Available any time
! i

Evaluating & Calculating Analyzing Self-Employed Analyzing Self-Employed
Rental Income Borrowers 303 - Using Rental Borrowers 401 - Overcoming
Income from a Business- Tough Challenges
Owned Property
Recorded Session
Available any time e St Recorded Session

Available any time

Avatlable any time
Register Watch now .
Register Watch now eqeter

mgic.com/training/seb
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Dig deeper

MGI

Analyzing Self-

Employed Income

This new training series helps you to
confidently calculate the qualifying
income of a self-employed borrower
and determine your borrower’s ability
to make mortgage payments in the
future.

Explore the series »

www.mgic.com/training/magic-minutes-training -series

mortgage guaranty
insurance corporation
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e
mgic.com/MiQ

* Explore training:
mgic.com/training

mgic.com/contact

mortgage guaranty
insurance corporation

* Connect with your rep:

57
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Connect with us

MGIC Connects knowledge hub: mgic.com/mortgage-connects

Twitter: mgic.com/twitter

LinkedIn: mgic.com/linkedin

YouTube: mgic.com/youtube

Facebook: mgic.com/facebook

mortgage guaranty
insurance corporation
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Thank you for

choosing MGIC

mgic.com

MGIC




