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the information may be outdated due to the rapidly changing nature of the residential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

* Review business structures

 Convert tax entries into cash flow:

* S Corporation
* K-1s
* Mortgages due in less than a year
e Otherincome from a partnership

* Determining business liquidity

* 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

mortgage guaranty
insurance corporation

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

The Scl
«shflo Profit and Loss Statement Analysis
This hetp
mehoa User Tips:
e B [ tive | Analysis Worksheet
v e COMparative income Analysis Workshee
« f Goods Sold (CGS) $
Sched ost o is Sold (CGS) $
EmpldSole Prg PP T
F Liquidity Worksheet
Note: The b Use of this |
Expenses
Line 1: List SOLE PRY
interestinc] | sotepr] (€GS+Totq In general:
= Use the Curr
ntify in SOLE PR) 1
oo Cash Flow Analysis Summary
Effect on Single-M Gross prof Typically, a resi§ * To modify the Total No. of the applicable numbe the # mo. drop-
g Investor guidel * Toexclude a Qualifying , select the box to
veormed
Line s: List] [ P NOTE: If there ‘Sublotal
- s o
ety i ]
rorrom i Partnery . i o el
eecton ]l o] |— PERSONAL CASI
. 1| Cash: Lin i kst
] 1| SAM Cash Flow Analysis MGIC
. T 2| resde o] | soneaen
B 3 | Inventorif Schedule C
rrrrrrrr RARIME l—| crecute
fm 8 dole PARTNER 4 | Other: Schedule C
Line 31: N i 5 | Total cur | schadutec
S Corpo Schedule L- Schedule C =
B: [l BORFOWERNAVE: DATE.
Useof s | schedule 0
m © | Aecountsl | Inpt the Years):
7 | Mortgags || Schedule E in
o | Othercuf | Scheule? 0 ] SCHDULE - NTAEST AND DIVIDENDS ROV SELEEVBLONVENT
9 | Total curd PA X]
schedule k-1 e
Current Rati W2 Wages -

Form 1065

TotalCurd |
— il M

Schecule k-1

0
w2 Wages
L 1
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MGIC Fates  Underwiiting  Ordering/ Timing  Tools  Mortgage

Servicing Connects

Self-employed borrower and income analysis
calculators

Equipped for speed and accuracy, our editable and auto-calculating worksheets are available In macro-enabled
and macro-free versions

MGIC > underwnitiag >

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

Updated for 2025

« Employment & other income calculator

Updated for tax year 2024
+ Alkin-one sel oyed income calculator

« Rental income calculator

Gain access now »
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5 business structures

W« W

Limited Liability

Company S Corporation

Partnership

mortgage guaranty

insurance corporation 10
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Characteristics
of 5 common
self-employed
businesses

mortgage guaranty
insurance corporation

CHARACTERISTICS OF 5 COMMON
SELF-EMPLOYED BUSINESSES MG C

Sole
Proprietorship
Partnership
In mortgage lending, a
self-employed borrower
is a person who owns
25% or more in an active S Corporation
business.” Review,
analysis and calculation
of a self-employed
borrower’s income can be
tricky, but understanding
business structures is an
important first step. Corporation
R
LLC « Alimited liability company
is a hybrid business
« No associated tax forms
» Can file using any of the
structure-based IRS forms
43682723

« An unincorporated business with one owner
« Unlimited liability

« All profits flow directly to owner

« Taxed at an individual rate

« Individual: Files IRS Schedule C

« Business: No returns are filed

+ A business arrangement between two or more people/partners
« Prafit/loss is passed to individual partners
« Each partner pays tax on their share of income

« Partner: Receives Schedule K-1and may receive
guaranteed payments

« Business: Files IRS Form 1065

+ A legal entity that has a limited number of stockholders
« Profit/loss is passed toi
« Each stockholder pays tax on their share of income

+ Stockholder: Receives Schedule K-1and may receive W-2 income

« Business: Files IRS Form 1120-S

it 1ol

« 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 as ebinar
to gain the critical s

Register now at
mgic.com/training/seb

“Fannis Mas Seling Guide, December 2022

"
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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 IB
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 & hybrid business and can file using the above IRS forms based on structure.

71-43865 11/23

mortgage guaranty
insurance corporation

12




3/27/2025

S Corporation

Definition Liability Taxation Considerations

A legal entity that has a Stockholders are not Business files Generally, income is only

limited number of personally liable for the Form 1120-S considered if distributed
stockholders debts of the corporation ORif business has
adequate liquidity

Owner’s share of
earnings is reported on
Schedule K-1 Stockholders are

. ) considered employees of
Earnings will be reported the business and can
regardless of whether receive W-2 wages

income was distributed
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S corporation
income flow

mortgage guaranty
insurance corporation

Net profits/losses
reported on IRS Form
1120-S

Stockholder’s portion
on Schedule K-1

1040 - Schedule E,
page 2

1040 - Schedule 1

1040 - Page 1, line 8

14
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Partnership S Corporation
1065 1120-S
Partnership Return S Corporation Return
Line 23 Income/Loss Line 22 Income/Loss
A 4 A 4
1065 1120-S
Schedule K-1 Schedule K-1
Pass-th rough Ownership % Ownership %
t.t Lines1,2&3 Lines1,2&3
Personal
) 1040 ¢
Schedule E
Part Il
v
1040
Schedule 1
Line 8
mortgage guaranty
insurance corporation 15
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Form 1120-S and Schedule K-1

Form 1120-S

U.S. Income Tax Return for an S Corporation

O o, 18450123

2024

o iy 3

%0

rer——y

D Empioyer idersiication numbar

=

@ ithe

TreE
o8
£

G

Ty

6 be &n 5 Corpo/ation BEgInIng With s 12 yoer7 Sea Insiruchons

H Checkif: ﬂl:]ﬂnlrdum 2 JName change (3) [] Address change (d:lmmmm m{]smmmm

1 Entertne
4

o ion 465 byl

ade o

‘Gost o goods sold {attach Fom 1125-A)
Gross profit. Subtract line 2 from line 1
. Part I, line 17
Dl o st sk e
243 ings 3 through 5

i
5
H
g
i
i

mmamm Cficers oea nstructions —stach Fomn 1 1256
Salaries and wages ffess employment credis)
Riepairs and maintenance:

Schedule K-1

L7124
N o123

Tax and Payments

Tax from Scheduse D Form 1120-5)
Al lnes 20a and 23b (sse nstrictons for acktonsl taves) -
ety st . et sl oy st

1 vaolcr s S .
e b o ety e

™ Narma

Crechtfor fecera ax paic on fuss (attach Form 4136)

Elective payment election amount fram Form 3800

A lines 243 through 24d

Chackit Piiai
Amount owed. |f ine 24z is smaller than the total of lines 23¢ and 25, enter amount owed

Enter amount from line 27 Refunded .

-

For IRS Use Oriy

e than o ity for 2 vk purpeses’”

* See aftached statsment for additional infarmation.

CatNo 118300 Schedute K1 (Form 1120-8) 2030



Schedule K-1
(Form 1120-S)

Business information

Owner’s information &
involvement

mortgage guaranty
insurance corporation

Schedule K-1
(Farm 1120-5)
Departmant of the Treasury
Internal Revenue Senaos

24

For calendar year 2024, ar tax year

3/27/2025

E?7L1L24

OB Hia. 1548-0123

Cedbnary business income (ass)
552,000

beginring | i 1 2024 ]  amaea ¢ ]
Shareholder’'s Share of Income, Deductions,

Credits, etc. Sece s

Instrscticns.

Met rental real ostate income {losst

Daher nat remtal incoma (ioss)

Il 'nformation About the Corporation

Interest income

A Comoration's emplayer identification number
12-3456789

Orckrary dividends

mnit ¥Year Income,

Earnings

B Comoration’s rame, acdress, cfty, stale, and 28 code

Criabified dridends

Boheduie K-3 is attached i
chacked

Royaities

Net shart-term capitsl g foss)

€ 5 Conter whiome corportion filed retum

Net long-term capfal gain fioss)

O Comoration's total marser of shares
Baginning of lax year
{Enc of tax yoar

Information About the Shareholder

Sharshcicer's idantiying rumbe
123-45-6789

‘Sharehoider’s name. address, cty, state, and AP code

It tha sharahoider is 3 dissoganded entity, 2 trust. an estais, oF 8 NOMInoa ar
similar person, enter the: ndvidual o entity respoosibie for reporting:

TIN Name

What type af entity ks #his shansholder?

Current year oiccation percentage -

Sharphoider’'s number of shames
Boginning of tax year
End of tax year

Loans fram shareholtier
Bognming of 1ax year
End of tax yoar

or [AS Use Only

Collactibles [28%) gain [oss}

Alternathe manemus tax P T) itams.

Hems aflecting sharenolder basis|
£30,000

Cher indormation

8
8

] mare than one activiby far at-risk purposes”
] rare than one activity for passive acthity puposes®

* See attached statement for additional information.
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Ownership interestis confirmed...
What’s next?

" ' e - "
mortgage guaranty ’ )
insurance corporation £ A o
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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

19




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

mortgage guaranty
insurance corporation

The borrower has
accessed the income

The business has
adequate liquidity to
support the withdrawal
of earnings

3/27/2025



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

3/27/2025
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Sample

Schedule K-
(Form 1120-S)

mortgage guaranty
insurance corporation

L?71L24
Final K-1 L] Amended K-1 OME No._ 15450123
Schedule K-1 D) 4 P ‘Shareholder’s Share of Gurrent Year income,
(Form 1120-S) and Hems
ofthe T 1 | Orcinary busness income (oss) 13 |Creans
For caindar year = $148
s 2024 ending / [ 2 rental real estate InCOme (a5
Shareholder’s Share of y 3 | Omar et rartas Inooems Pom
Credits, etc. Soe separate nstructions.
4 |interest income
X1 Information About the Corporation
A Corporation’s emgioyer number Sa | Oratrary ansencs
12-3456789
8 Corporabon’s name. address, ofy. siate. and 2% cooe B | Cualliad dhvicdands “ achn IC-3 by tiactuac
Sample Business =
123 Corporate Ave © | Ropanes 18 | Atratee mamimom tax (AMT) foms]
T [t o torm capitat gan foas)
€ RS Center where corporation filed return 8a | Nat lang-term capeal gan foss
D Comoration's total number of shares 85 | Contectibies (28%) gan foss)
Begnnng of tax year
£na of tax year 8c | Unrecaptured secbon 1250 gain
— — ® | et section 1231 gain floss) 8 | hems afiecting sharsholder basis|
Frort 2l About : D $148,000 I
E  Sharchoider's identifying 10 | Other ncome loss)

123-45-6789

F1 Snarshoicer's name, address, cty. state, and ZIF code
Sample Borrower
Anywhere Rd

F2 I the sharshoicks 15 & disrogarded entily, & trust. an estale. OF & NOMINGS Of
similar perzon. enter the individual or entity responsibie for reporting:
nN Hame

F3  What type of ety & this.

11 | Section 179 ceducton

G Current yoar SlGCItion porCentage 50 %

H  Sharshoider's number of shares
Begnnng of tax year
End of tax year

1 Loans from sharshoider

Bognning of tax year . s
Erdt of tax year . s
S
3 -
= 19 ] More than ane activty for passive actiity purposes”
-3
= * See for
For Act Notice. see the for Form 1120-8.  www.irs.gowForm11208 Cat. No. 115200 Schodule K-1 (Form 1120-8) 2024

22




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

3/27/2025
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K-1 without
distributions

mortgage guaranty
insurance corporation

Schedule K-1 &y
(Form 1120-S] &=

Fer casermar ye

Begning J 2024 snding

Shareholder's Share of Income, Deductions,
Credits, etc. o —

L7Ll24

OB Mo 18480123

Final k-1 ] surended k-1

1 | Crdinary business income flass) 13 | Crecis
385,000

a | Cuner net rental income poss)

4 |interest income

A Corporation’s emaloyer ioentification number
12-3456789

8a | Ordinary dividencs

B Comporation’s name, addmess, oity. state, and 28° code:
Sample Bu
23 Corporal

& | Guakfes dnisends 14 | Schecue K-3 = attached

& [Acyaities 15 e, tax: (AMT) itams

7 | Mot shon-term captat gain doss)

© RS Genter whsne corparanon filed rewm

Ba | Net lang-teem capaal gan (cas)

O Corporation's total numier of shares

o | Sctactibies 12a%) gain fosst

Boginming of tax year
End of tax year B

8c | Linrocaptured saction 1250 gain

Information About the Shareholder

8 [ Mot section 5231 gain floss) 6 | Herre afecting sharshoider basis|
]

E  Sharahcider's identifying number
123.45-6789

10 | Cther mcome floas)

F1  Sharehoider's name, address, by, state, and 2IF code

F2 1l the sharshoider in 2 disrogarced entity, 2 trust, an etale, or @ naminee or
similar person, enter the indwidual or entity rEsponSibe for repoMNG:

Ll Name

17 | Orher indormation

F3  What fypa of emity & this sharsholder?

1 | Section 179 deduction

12 | Other cecuctions

6 Gurent year alocation percantage - 5 50

%

H  Sharshcide's numser of sharss
Seginning of tax year
Encl of tax yaar

| Loans from sharsholder

Baginning of taxyear . . - B
End of tax year - H
3
=2 18 ] More than.one activity for at-risk purposes”
2 28 ] Mare than cow activity far passive activity purnases®
5
e * See attached statemnent for additional information.
For Paperwork Aeduction Aot Notice. see the Instrsctions: for Fomm 1120-5.  wwes irs gowForm11205 Cat No. 115200 Sohedute K1 (Farm 1120-5) 2024

24
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K-1 without
consistent
distributions

mortgage guaranty
insurance corporation

Schedule K-1

(Form

1120-5)

baginning 77 2024 ancng |

For calencis

B7LLEY
Fratk) L] Amended k1 . OB b, 15450123
1 | Ovdinary business income =] 3 | Cosaits
$85,000

2_| Wot rertal real exiats incoma foz) |
B

Shareholder’s Share of Income, D ions,
Credits, etc.

Soe separate instructions.

3 | Other nat rental income goss)

IEXIH information About the Corporation

4 |interest income

A Comoration's emplayer identification nurer
12-3456789

5a | Cvcirary diedencs

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

to support withdrawal of earnings

14 | Schedule K-3 s attached it
checkad . . . =

16 | Alternathve minmur tax (OAT) itams

bt gain doss)

fotal gain fios=)

gamn floss)

Itonns attecting sharsholder basis|
£25,000

v

E  Sharmhcider's idenbiying ramber
123-45-6THY

10 | Other mcome fos=)

F1  Sharshcider's name. addrass, city, state, and 0P code
Sample Borrower
Anywhere Rd

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)

Endoftexysar . . . . . . .

17 | Other mtarmation

otion

Faor IRS Use Oniy

18 ] Miare than one actvty for at-risk purposes”

9 ] Mars than ona activity for passhvs acthity puposas®

* See attached statement for additional information.

?

see the for Form 1920-8.  www.irs.gowForm 11205

‘Cat. No. 115200 Schedute K-1 {Form 1120-5) 2024

25
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Partnership/S Corp K-1s

* No history of distributions?
* Distributions < ordinary income

s it by CHOICE?

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

e Businessisinsolvent—-can’t
afford it

mortgage guaranty
insurance corporation




Who is the investor?

Fannie Mae

P
FreddieMac

3/27/2025
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Freddie MacHome  Single-Family Division

—~ i
FreddieMac ~ Seller/service Guide Home  Seller/Servicer Relationship  Selling
Single-Family Guide S

Q) Search the Guide View All ~

MGIC

Search The Single-Family Seller Servicer Guide

Uniform Instruments

Business and income Business review and analysis:

analysis

mortgage guaranty
insurance corporation

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.

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

e 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.




3/27/2025

Meet the borrowers

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

3/27/2025
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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
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: &R ._jandjpropertysolutions.com

J & J Property Solutions

We handle it all so that you can relax and live life

208 & S

Rent Collection Tenant Screening Marketing & Design Maintenance &

We handle all collections, We screen every applicant We make your home shine with Repairs

including rental payments, with a thorough background eye-catching listings and Our in-house maintenance

late fees and penalties. Our and credit check to ensure marketing. We offer design staff makes property

online portal makes it easy for they meet strict standards. services to update your property maintenance easy. We

tenants to pay rent and for when the time is right for a conduct regular property

owners to track finances. refresh. inspections to allow for
early detection of issues.

Offering experienced and reliable property management services since 2016. We look forward to becoming your solution.

mortgage guaranty
insurance corporation

32
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Personal
1040

Schedule E,

Part Il

Case study, page 40

mortgage guaranty
insurance corporation

Schecule E Form 10£0) 2024 Astachment Sequence No. 13 Page 2
Shcmn on retum. Do not enter Name and SO0 Secunly FUmBSr # Shown On Other 2406 Your social secunty 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 Paﬂnwships and S Corporahorls

Note: if you report
olumn (e) on lir
not at risk. you must check Clions
27 A 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
mmmmlmwasmmm‘mmama - par 7 If you answered “Yes.”
see instructions before completing this section . Sa o o ceen o ] Yes No
28 o '::m-"’:’: (:)Gn-gnn ) m:)a-:.- .g:m.m
A |Hide Away Storage P 00-0000000
B Equitable Property P 00-0000000
< 3 Px ert 00-0000000
[*)
Passive Income and Loss N ssive Income and Loss
1) Passive ioas allowed ) Passive nooms W) Norpassive ioss allowed W) Section 178 eaperne ) Norpassive ncome
tattach Form 8582 f required) trom K1 K1) deduction rom Form 4562 #rom Schedule K-1
A 2,00 10,000
B 26,000
[
D
2%a Totals | 87,000,
b Totals | 2,000.
30 Add columns (h) and (k) of ine 29a M mozen W oisn om B
3 Addcolumns (g). (. and@ofline20b . . . . . . . . . . . . . . .
32  Total and S income or ). Combine ines 30 and 31
Iml!l] Income or Loss From Estates and Trusts
33 {a) Name
A
B
Passive Income and Loss Nonpassive Income and Loss
1) Passive Goduction o Koss alowed (@ Passive noome 10) Dockuction o ks ™ Other income From
(attach Form 8582 requred) from Schedube K-1 trom 1 Schedule K-1
Al
B |
34a Totals |
b Totals |
35 Add columns (d) and () of line 34a PR
38 Add columns (c) and (e) of line 34b < b e e i i @ st B e el oWl an @ o [ )
37 Total estate and trust income or Combine lines 35 and 36 . P -1 37
38

() Name

30 Combine columns (d) and (e) only. Enter the result here and include in the total on kne 41 below .| 39
Summary
40  Net farm rental income or (loss) from Form 4835, Also, complete line 42 below . . 20
41 TMMGMLWEMZGMS?SQN‘O Enl-rtfurusulh-r--nde:r-dﬁ-
1({Form 1040). ine 5 . . S 41 98, 600.

42 mum-ﬂnmm Emsryougmu
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 mmmmmmﬁm Ifyouwauaredam

enter the net income or (loss) you

reported wwh-- on Form 1040, Form 1040-SR. or Form 1040-NR
from all mmwmﬂomwmmmummmmnmw

under the passive activity loss nies 43

REV 012425 TTW Schedule E (Form 1040) 2024
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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

| § CORPORATION Name:

37
38

39

SCHEDULE K-1

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

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

SUBTOTAL §

FORM W-2

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

FORM 11208

3
Deduct nonrecurring income/add nonrecurring loss: LINES 4 &5 I

41

4

Depreciation: LINE 14

Depreciation (FORM 8825): LINE 14

4

45
4

47

Depletion: LINE 15

AmortizatiotCasualty Loss (oflly if noted): from attached statement
Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 17, Column d (

Non-Deductible Travel and Entertainment Exclusion: Schedule -1, LINE 3b (
SUBTOTAL §

Multiplied by Ownership Percentage

Shareholder's Total Share of Income (Loss) §

34
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Schedule K-
(Form 1120-S)

Case study, page 53

mortgage guaranty
insurance corporation

Schedule K-1
(Form 1120-S)

Department of the Treawury
Intema Revenue Servce

2024

O onary =

Deductions, Credits, and Other items.
= 13 [Creans

E7%124

OME No. 15450123

nt Year Income,

For calendar year 2024, or Lax yoor
vegrring [ 2024]  enaing [ ] [ 2 | et remtal ros extase income (oss)
Shareholder's Share of Income, Deductions, | o mas S S G
Credits, etc. See separats nstrucsons.
@ | mterest reome
IEZYN Information About the Corporation 1,200
A  Corporation’s empioyer wentifcasan number 53 | Oromary avsends
00-0000000
B Corporation’s name. asaress, city, state, and I8 code 85 | Guatfies ccenas 14 | Schedule K3 is attached £
checked . o o o & &
J & J PROPE ONS . Royatee 15 Atmsnaiom merroen las AT ) Saeve
2500 N EXE E
aras
CrSon, T | Net short-serm captal gan (loss)
€ IRS Center where coporatiaon lied roturm 8a | Net long-tenn caplal gain {loas)
D Corporation’s 10tal number of shares 8b | Coliecables (28 ) gan (koms )
Beginningoftamyedr, . . . . ... .
M i W< [ Unrecaptored secton 1250 gam
9 | Net section 1231 gain (lass) 16 | Hems affectng sharehcider basis
1] Information About the Shareholder c 500
€ Shacehciders identfyng number 10 | Other mcome fioss)
000-00-0000 .
F2 1 the shareholder 18 & Gisregarded entlly, 3 Fust, an eftale, of 3 RAMINGe o 17 | Other information
Simitar parsce, enter tha indnidusl or anlty relpanalie 1or reporing: 1,200
" Name 11 | Secton 179 deducion
F3 What hype of endty s tha shaehakler?
12 Other deductons
@ Current yoor sfiocamon percentage |
W Sharehciders number of shares
Beginning oftacyear, . . ... ...
Endoftanyssr | | . . ... ....
1 Loans trom sharehcider
Beginning of S yea 5
Endoftaxyed | . . .. ..000a s
g
L3
2
=2
[ " More Tan Ce SCTNEY K S1ATK PUPOes”
g 19 More than one Sctivity ko passive activily pUposes”
- - See for
00 the for Form 1120-S. www s gowFarm 11208 Schedule K-1 (Form 1120-5) 2024

or
JEA  4C180D 1000

85
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Determine liquidity
* What is liquidity?

* Ease of ability to convert business assets to cash
* Offers immediate access to funds
* Business liquidity
* Measure of financial strength
* Indicates ability to pay current debts

* Different businesses have different liquidity needs

Inventory-intensive vs. low-inventory business

mortgage guaranty
insurance corporation




Liquidity ratios

Current ratio

The current ratio measures the business’s ability to
pay its current liabilities with its current assets.

Quick ratio

The quickratio is an indicator of a business’s ability to
pay back its current liabilities with its most liquid
assets. Inventory is excluded from the quick ratio.

Current Assets
[Cash & Equivalents + Marketable
Securities + Accounts Receivable
(Less Bad Debt) + Inventory]

= Current Ratio

Current Liabilities

Quick Assets
[Cash & Equivalents + Marketable
Securities + Accounts Receivable
(Less Bad Debt) — Inventory Not

Included]
= Quick Ratio

Current Liabilities

mortgage guaranty
insurance corporation

3/27/2025
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Schedule L -
Current ratio

Case study, page 58

mortgage guaranty
insurance corporation

Form 1120-5 (2024) Page 4
Shareholders' Pro Rata Share ltems | Total amount
B 978 (RveEtIent IO oo oo e S R R R R 17a 2,400
H E D INVESIMBNLBXDANSES . . . .\ . ioiowa ik waea e eaaE e ke e e 178
ga ¢ Dividend di paid from Ot a0 PR 2ol e e o 17c
£ d Other items and amounts (attach staterment)
s 18  Income (loss) reconciliation. Combine the total amounts on lines 1 through 10. From the result,
subtract the sum of the amounts on lines 11 through 12eand 161 | . . . . . . . . . .. v 18 124,400
Balance Shests Beginning of tax year | End of tax
Assats o 5 ) @
1 Cash . ) ) 15,400 12,100
28 Trade noles and accounts recevable . . 27,500 39,800
b Less aliowance for bad debts . . . |{ 2,760 24,840 10,980 28,820
3 Invenlones . . . .. .. ... 30,000 12,000
4 us.
2 6,000
Liquidity Worksheet MGIC 0
o bom
In general:
= L Gt s o ety imh 130,800
232,800
s L L LR s 47,900) 184,900
L 1w L
== = | )
| sehedule L dwsets ettt el
] s .
5] rmt moes s ecacmts sl s b o )
+$. 374,620
R} T oy ey : : ] 25,200
-thid..hl.lhm 30,400
I — . N 3,000
L Mortgage. notes, onds paysbis « 1 year: d
JEBSL 50 et o 78,660
4 | ol e 10,000
Currant Rstia 2000
50,000
R ; d 185, 360
Totel Curvarmt Lshilitiar o © "
: Current Rato: in pasesl o oo 4 dus Hifa WA f |
374,620
Ly e Form 1120-5 (2024)
Cash, note, seeounts recrtesble (s bad debt] £ sthar ©oo 1 2R 8 Linen anes 13 13
T ¥ ]
|| Oulck Ration i gl oot wia A

38
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MGIC
Liquidity
Worksheet

mortgage guaranty
insurance corporation

_ Liquidity Worksheet

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

1 & 1 Property Solutions Completed by: [EIZ0 28

Schedule L- Assets Input the Year(s): &p 2024
T Cash: Li mn d 5 12,100.00
T Trade notes and accounts receivable, less bad debt: Lin 5 28.B20.00
T Inventories: Line 3, Column d 5 12, 000.00
T Other:
5 | Total Current Assets: 5 52,920.00
Schedule L - Liabilities 2024
T Accounts Payable: For 5 25,200.00
T Mortgages, notes, bonds payable < 1 year: Form 1120 olumnd & 20,400.00
T Other current liabilities: Form 5 3,000.00
9 | Total Current Liabilities: 5 48,600.00
Current Ratio 2024
Total Current Assets: Row 5 - Asse e S 52,920.00
| Total Current Liabilities: i 5 48,600.00
| Current Ratio: in z= < 1.09 >
Quick Ratio 2024
Cash, notes, accounts receivable (less bad debt} & other: F s 40,920.00
] Total Current Liabilities: Row 2 - Liabl S 48,600.00
B Quick Ratio: in general, 0.84

89




3/27/2025

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.

1 &) Property Solutions Completed by:

mortgage guaranty
insurance corporation




3/27/2025

Effect on
cash flow
analysis

mortgage guaranty
insurance corporation

X ] S CORPORATION Name: 18] Property Solutions 2024

33

40
41
42

43

46

47

SCHEDULE K-1

q

Ordinary Income (Loss): LINE 1 |

Net Rental Income (Loss): L

SUBTOTAL $ 61,000.00

FORM W-2

Wages: W

Deduct nonrecurring income: LINES 4 & 5 (

Depreciation: LINE 14

Depreciation (FORM 8825): LIN

2

Depletion: |

Amortization/Casualty Loss/Nonrecurring Loss: from st

Mortgages or Notes Payable in Less Than 1 Year: Sche

Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE 3b {
SUBTOTAL $ =
Multiplied by Ownership Percentage

Shareholder's Total Share of Income (Loss) $ z

s 61,000.00

41
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Form
1120-S

Case study,
pages 53, 55 - 59

mortgage guaranty
insurance corporation

U.S. Income Tax Return for an S Corporation
this lﬂm!&.lanhx;h

Do mot file

has filed or

Oopavamiont of o i= atfaching Form 2883 to elect to be an © corporabion.
e v Go to wwweirs. gowFomT] 1205 for Instructions and the kest inform
For calendar year 2024 ov tax L 2024_ending
A S aley i At P armee
I || i RRODE T e s
fricions E Date moorpoeied
L7124
[ rnarcs [] amenses 1 OMB Mo 18450123 h posiaf code F
Schedule K-1 2@24 Shareholder’s Share of Current Year Income, ¢ 3
(Form 1120-8) Deductions, Credits, Other Itoms. 5 Yo | Mo
it piscnindar o i e | [ T | O a1 [ ] amendesreaen (s [] 5 ctection temination
| 2024]  anaing [ ) [F [t o v e -
s Share of D > |omer eaame foast =
Credits, etc. Soe separats mstrucson. ic 330,400
& [ neere voome z 146, 000
About the 1,200 3 184, 400
A Corporation’s empioyer denticasan numoer $a | Oranary arceras. r]
90=0000900 s 10,000
B Corporation’s name. addmss. oty stafe, and 28 code $0 | Cuaiied crsenas, T4 | Schedue K3 s atached £ = 154, 400
checkes . . .. . ..
o TS| Amaenatin M (AT i : —
[T ———pe—y—_yy ] 8, 000
10
et Brng-tee capim gan e 11
12 2,100
13 2, 300
x50% = $61,000 11 13,500
15
- ~ —— 18
Information About the Shareholder s i ol s i Tl vy 3, 200
€ Snarshcicers entiyrg rumber 10 | Other wcome poss) 18 8, 000
000 D 30,000 19
20 8,500
N 21 72,4
2 2 a a a2 aaasaaa 22 .
|
5
P2 1t the sharehoider & a Grmogarded ently, 3 bust, an estafe. of 3 Ramnes o 17 | Other infcematon
e erion, et The KAGMGuS G CnBty FeS<ASERS K RepOrInG, A 1,200
T o T3 | Seceon 178 deducmen L
F3 What type of eriity is s shareholder?
12 | Ower ceuceons o
9
O Current yoar aftcason pescariage | | 24z
____________ 25
M Shacsncksers mmber of shares
Y e 26
pount everpaid. | L L L L L 27
Rotunded 28

 cowpne e wny anowiesge

il e staleris w0 Ui basl ol ey hmeabede meel el 1 s,

For RS Use Only

* See attached statement for 8dditional information.

Nl cauokl [] ||=1|N
self-empioyed
[FmeEn CO-COCCOOG
" More Fran cre actey kx stomk puposes
19 | ntove s o mctiny o panst acety puspesses” -

or Papermwork
Jsa acteos 1o

Reduction Act Notice, oo Tha Instnuctions for Form 1120.8.  www ira gowForm1 1308

Schedule K1 Form 1120.8) 3024

Foem 1120-8 2024

42
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e 1120-8

Dupirtmard

[y

U.S. Income Tax Return for an S Corporation
Da not file this form unbess the o has filed or

is attaching Form 2683 to elect 1o S corporation.

Go to wwwirs.gowForm? 1208 for instructions and the latest inform;

ot Trsmary
a

For calendar year 2004 o lax year beginning 2024 ending
ypre——— i
J & J PROPERTY SOLUTIONS
T Gmsma ity o umber, Sireel, and foom of sufie o, W & PO bax, 560 nabucions.
renyhvyis Aniity 199 .
2500 N EXECUTIVE DRIVE 09/01/2016
==y Clty of lown, Stale of provinee, Counlry, s Z1P o fareign posls cods F Tolal macts (see Inwucsons]
el
JACKSCN, TH 32305 5 374,620
© 1t the corporation eletting 1o be an § corporation bognning with this s year? See instuctions. || Yes || No
H checxit (1) ] finatnm  2) [] namochange  {3) [ Avseess e (4) [] amendmtresam (8 [_] & stoction temination
I Erler the number of sharshalders whe were shasshoiders curing anypart of he BXYSS . . - . .o oosaooanaoaans

J_Check if corparation

Caution:

regated activities Tor section AES al-rish purposes 12;[ | rouped sctivises ter asttion 460 passive sciiity purscsss

Include only trade of business ncoms nd expenses on lines 12 thiough 22 Ses the instrucions for

1a
2
a

800 b Less retums and alowances

Groes mospts or sxes

000 cgaance |1

Cost of goods sold (sftach Farm 1126A) . . . _ . . .. .. _....._.... —

Gross profit. Sublract fine 2fremine fc. . . . .. .. ... ...

o[

e limlatns) I ome

o
H

MGIC

SAM Cash Flow Analysis Worksheet

S Corporation Cash Flow

Evaluste business income a3 required by your investar.

Campensation of officers

Salaries and wages (iess smokyment credits)

Repairs and maintenance

Bad dabis

Rents

Inlarms! {see instructions), . .

Depreciation from Foem 4562 nol claimed on Form 1125-4 or sleewhars an relim {sttach Form 45625 . . (14

Depletian {do not deduct oil and gas depletion)
Advertising P A i R

Pension. profil-sharing, sic.. plans
Employes benefil pograms

Energy efficant cammsrcial buidings deduction (afiach Farm 7205)
Other deductions (sttach statement) . INSURANCE 7,500 AM
Total deductions. Ad lines 7 through 20 ...

Ordinary business income (lass). Sublract ke 21 from line & - . -

23a
b

Ma

1y

b
&
d
z
25
26
ar
=

Tax and

Esess nel passive ncome o LIFD recapiure fa {2
Taxfrom Schedule D (Form 1120-8) | | . _ .. ... __.....
Current yenr's estimaled tax payments and preceding year's overpayment
redited oM CUMSRLYSAr | . ... oo.oioosllon.os
Tax deposiled with Form 7004 e A FA_&
224

Credit for federal L paid on fuels {stiach Form 4136
Elective payment slection amount from Form 3800

Add lines 24athrough 24d. . . . .. . L. o .

Estimasted tax persity (see instructions). Check il Fom 2220 is aftached . . . . . . . . .
Amount awed. I ine 247 is samaller thian e fotal of Bnes 23¢ and 25, enler amant owed -
Overpayment. I line 242 s karges than the total of lines 232 and 25, enter smeunt overpsid, . . . _ . . .

Enter amounl from line 27 Crodited to 2028 estimated tax

Sign
Here

Unsw puniiies of iy, | Secas el | hie kaampas 1h fiiin, ISduSng scompuring achalies and Aeesents, wd @ Pe il of my innwedpe aed bael 1 B l0s,

L A T

[T R a—
W e prapiret shwn below? Sas

Eignatare of oicer Taie e

roctio. vas ns

Paid

Preparer o, . ome
Use Only

PrniiType progarers name Freparers sgrabse Tam

Chack] [

selt-empicyed

Frin

A [rmsEn _ 00-0000000

TREE LANE

Fimsacdmess  JACKSON, TH 38305 |th=nu

For Paperwork Reduction Act Notice, ses separate instructions.

isa
3143 .08

Form 1120-8 2024)

X | s corroramion Man | & | Property Solutions - James 2024

SCHEDULE K-1

Form 11208, Page 1 Detail

Line 5 - Other Income

Ordinary income from partnership - The Accounting House 10,000
Total 10,000
—

43




3/27/2025

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

44
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Schedule K-1
(Form 1065)

2024

Departmant of the Traasury

Amended K-1

k51123
OMB Mo 1545-0123

Partner's Share of Current Year Income,
Deducti

Intema Revanae Servce For calandar yoar 20124, or i yeare jons, Ci Other ltems
vegnning [ ] enang [ ] 1 | Ortinary busress incama floss) 14 | Soif.empicyment camings floss)
Partner’s Share.of | Deduct T TT————)
Credits, etc. Ses saparate instructions.
m Information About the Partnership 3 | Other net rental income (ices) 15 | Crecms.
A Padnershi's smployer senshcaton mumost
98-7654321 4s | Guaranteed payments for senaces.
B
a5 | Guaranteed payments for cipam | 16 | Scheaue K3 &= smched
123 NEWHAL nocked . . . . . . . .. ||
JACKSON, TN 38305 4c | Tora guaranteed payments B Ly p—
€ IRS center where partnership Sad retum:
] Chock dthis s Wraded parsenhip (FTF) § | interest ncome
About the Partner
€ Partnars S5N or TIN (Do nol wam TIN o & Smegarded andlly. Sum matucions | €3 | Oroinary asencs
00-0000000
I T o T S p— b | Cualfied Gadends 18 | Tax-exempt income and
J & J PROPERTY. SOl cupeniee
TI Sc | Dividend equiaients
T | Royaites
-] ] Generat parer ar LLE Z ] Lumited partner or ather LLE B | Net short-term capdal gain floss)
member-marage: meenber T ——
He Domestic parsser [ roren parmer B | Net long-temn captal gan (oas) | A .
H I the partner i a dregarded erty (DE ). erter S parters:
W5 | Conocabies (287) gain (oss)
" 20 | Oher intormancn
- 9 | Unrecaptured secton 1250 gan
3
10 | Met saction 1231 gain fass)
11 | Other meome foss)
i 12 [Secton 179 deducion T1 | Foreign tanes pa or scoed
= 3 s 13 [ Other dedacsons
Quaitea nonreccurse:
Snancng. . . o .. 3 5
Recounse. . . . . .
[ Qe g ooy e p—— e v—————
K3 Owch # mmy of the abowe fmbity B mbpect to gumsmiees o oiber
Pytre e fos insbuserns - = oo o s o .-
Partner's Capital Account Analysis 2
Boginning capitsl sccount . . . . . s n
Capital contnbuted curg Beyesw . . § “See attached statemant for additonal nformaton.
Current yaar net income flass) . . . . §
Ctoar nireass (facamms) diact axsianster) § .
S 3 ) (&
Encing capital account . . . . . . . s F]
W Did e partner CONTItnAS GrOperTy wih & Bukin QN (08s )7 5',
You Mo M Yes" afiach stalement. See instructions. =
Partner's Share of Net Unrecogaized Section T04(c) Gain of (Loss) B
o
e T s
Endng 3

For Paperwork Reduction Act Notice, 508 the Instnactions. for Farm 1065,
asa

mortgage guaranty
insurance corporation

worm 43 gowForm 1065

Schedute K-1 (Form 1065) 2024

;SF‘:hn.:‘:;.B!K) : 2@23 wal Amended K-1 oms :5::5:33
Department of the Tressury Partner's Share of Current Year Income,
Internal Reverue Servce For caendar year 2023, or e Deductions, Credits, and Other ltams
sogmiing [ [ 1 [+ e R T a————r—y
Partner’s Share of D T T ——
Credits, etc. Sos separate instructions.
Imll Information About the Partnership 3 [ Omher net rental Income (ioss) 15 | Crecms

Coarantess pepments o sorices

Guarantesd payments b capts

A Parinership's empioyer idersfication number
98-7654321 4
B Parnens

X ¢ =
JACKSON, TN 38305 <

° Chech i tia 5 & publicly vaded parrersrio (PTP) O
Information About the Partnar

RS conter whare e

Totsl guarantaed payments

eI ————yp—

Interest rcome.

€ Partears 83 TR (Do ndk com TIN o & Saregared astly. Sem atrucions | ®a | Orcnary awaenas.
00-0000000
T e p— e p— 5 | Ousined chwaeds T8 | Tox-omompt inceme ang
S | Dwend squreont
7| Royates
2 | Limisea parer or omer LG 8 | Net snort.serm capeal gan (lass)
" 13 | Distbusons
[ roregn parer B2 | Mot ongrtom capes gan foas) | £ 8,

Jsa
3F1300 2. 000

w2 i the parner = a duregarced enaty (DE). enter e pariners
Name Cobecsoes (Z8%) gain (o8}
M What type of entity s s pariner? 5~ CORE 20 | Other intoematon
2 iftha paniner i 3 retrement pian (RA/SEP Keoghietc ) check nere. . |_] | 3¢ | Unrecastured secton 1260 gan
3 Panners share of prodt, ioss, and capial (see Istnuctions
10 | Net section 1231 gain (lsa)
prote 20 20 »
= 20 ] TU L [ | Owwer mcome fme)
Capes I 20
Check # gecrese s dus 1o
[ sse o [ exchangs of patnersnip msecest. Ses matrucnans
12 | Sechon 178 dedumen 21 | Foregn tanes pad or accrued
K1 Paners share of lapites
Begnring Enang
S s 13 | Omer decucsons
3 s
. 5
K2 Orec s o f e 1 achaben 1oty arvonnts e sower tar P Toarshn
K3 Ot iy of I atove banity i i e g o oher
L Partnor's Capital Account Analysis 22 More than one activey tor atnsk. purposes”
Boginning capital account . . . . . s 23 More than one actiwty for passre activey purposes”
Capitat contributed durg e year . . § “See attached statement for addimional niomanon.
Current yasr net income fiass) . . . . §
Chtmt rermama (v} st axpianaten) § -
Witharawals and davisutiors. . . . . § 5
Encing capital account . . . . . . . § =
D14 Fre pariner conyibule property wih 2 bul-n gan (s 7 3‘
vos o You" amach statement. Ses nstuctions. =
O] Partners Shars of Met Unrecognized Section T04(c) Gain of (Loss) )
w
Boghaing . v v v v e s
Ending
For Papermork Reduction Act Notice. 566 the [T Ta—— Schedule K.1 (Form 1065) 2023
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rem1120-S

Do not file this form unles:

U.S. Income Tax Return for an S Corporation
12 anaching Form uu..m“’ﬂ'.ﬁ&“.."‘.&&’

Cuparinast i e ey
Ikt Ao B G 1o www.irs.gow 205
For calendar year zqu 2024 ending

2024

P rery—rr.
J & J PROPERTY JTIONS

(T N"""umm- Sireet, and 1o0m of sURe ho 113 PO, o, 6% Retucions
e (s mtera) Jom

2500 N EX E DRI

€ Comon d 8 43 City o lown, siate o province, Country. and ZIP of Toreign postal code
5

JACKSON, TN

G I8 the corporation slecting 16 be 8n S corporation baginning with this tax year? See instrucions. || Yes || Na
H creckt (1) ] Finatrwam  (2) ] Namecrange  (3) [ Acarens crange [IJDM-:M mD

1 Enter the number of shas sholders who were sharehciders during any part of the tax year .
Check if ration. {1 activities for gection 465 atvisk 2] Ge

ution: Include only trade of business income and expenses on lines 1a thiough 22 See he

18 Gross recepts or saes 332,400 b Less retuma ana stomances |

2 Cost of goods sold (attach Form 1125-A) |, .
3 Gross profit. Sublractine ZOmINE 1€, . . . .o v v v neenn

MGIC

SAM Cash Flow Analysis Worksheet

S rpnr‘at'i:bn Cash Flow

Evaluate business income 35 reguired by your investor.

-
B
£ - X] S CORPORATION Nam | &I Property Solutions - James 2024
l T| & Other income (loss) (see instructions - attach sistement) _ _SE_E_S_T_ATE_M N'l' : 8 10,000
"7 Compensation of officers (see mstructons - atach Farm 1125.6) [ SCHEDULE K-1
7| 8 Satanes ana (i3 ompioyment crodis) [ 26,000 : st 3 L4 1
§ . rapeizioo “ 8, 000 37 Ordinary Income (Loss): LINE 1 If > Distributions see additional requirements. 61,000.00
i :: 38 Net Rental Income {Loss): LINES 2 & 3 If = Distributions see additional requirements.
&
12
h SUBTOTAL 61,000.00
14
:: FORM W-2
17 3,400 T . s
18 8,000 39  Wages: W-Z, Box 5 {in general)
18
L 20 Othet decuctions (atiach atatamact [ 7
21 Total deductions. Add lines 7 theough 20 _ . . .. ... ....... FMLI0s
_ 122 Ordinary business income (loss). Subtract kne 21 from line 6 5 ey
23 a Excess nel passive income or LIFO recapture tax (s 40 Deduct nonrecurring income: LINES 4 &5
B Taxfrom Schedule D (Farm 1120-S), , , . . .. ........ " Depreciation: LII ;
© Add lines 23a and 23b (see instructions for sadBonsl txs), + + « . 4+ 4 a1 mciation: 1NE 14 13,500.00
24 a Current year's estimaled tax payments and preceding year's overpayment 47 Depreciation (FORM BB25): LI[E 14
creditedtothe cUrtentyesr . . _ . . .. ... ...........
5| b Taxdeposited with Form 7004 | 43 Depletion: LINE 15
€ Crecit for fodersi Lax paid on fusls (stach Form 4136) .
; d Elective payment slection amount ffom Form 3800 , 44 Amortization/Casualty Loss/Nenrecurring Loss: from statement o LNES 4 &5 1,000.00
¥| zAddmnes2athough2ad. ... ...l . i 7 :
= Pr— Y (see instrucsons) N Fom 2220 alached .. < oo ss s D_ 45  Mortgages or Notes Payable in Less Than 1 Year: Schedule L LIMNE 17, Column d
25 Amownt pwred. N Sne 241 s sonaller thin B bctal of lnes 23c fnd 26, ¢nler amount cwed - - - 45 Non-Deductible Travel and Entertainment Exclusion: Schedule M-1, LINE 30
27 Overpayment. If line 242 is larger than the total of lines 23 and 25, enter amount overpaid, . . . . . . .
28 Enter amount from e 27._ Credited to 2025 estimated tax Ratuncea
T [ Uner pemaien o piey. 1 Suias S | b aaamed Dh reiem, Iiing Sipa eiies 0 e, Wnd 1o U bt oy nviige i Sud § & o SUBTOTAL 14,500.00
Sign | et 4 o Dot o s (S s o) b e f s e b Wt
[ S —— s
Here | m.-..-.ﬁmﬁu- a7 by O e e
Signature of oo Dae Tiee eractom Yool e
ProaType preparers rame [Precarers sgrarrs Tate Gea_J* Shareholder's Total Share of Income (Loss) z
Paid seit-emgioyed
m Fams rarme s £y 00-0000000
Frm's address Phene no

For Paperwork Reduction Act Natice. 56¢ separate instructions.

A
acrmrom

Form 1120-8 (2024)
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Form 1120-S, Schedule L

SAM Cash Flow Analysis Worksheet

S Corporation Cash Flow

Evaluate business income as required by your investor.

Form 1120-5 {(2024) Page 4
Schedule K [IEED ders’ Pro Rata Share ltems | Total amount
17a Investmentineome .. o .o oo oo - |17a 2,400
k b INVESIMENLEPENSES . . o o ohn et - i
oz ¢ Divdend distributions paid fram accumilated samings and profits . . ... oooon e ou ot 17c
s d_Other lems and amounts {altach
E §
5 % |18 income (loss) reconciliaion. Combine the tatsl amounts on lines 1 through 10. From the resull
= ubiract the sum of the amounts on lnes 11 though 12eend 181 . . . . . .\ .iw s oa.. 18 124,400
Enne Beginang of tax year End of tax year
(2 by i
_____________ 15,400 12,100
22 Tradw sotes s scooonis scsebie. . ".'I'E'UE 38,800
. 0 3 T 34 aan by in_oan. SR_Ron
3
4 ° . -
; Line of credit
1]
T
* R | 1
. egular rouwover
L]
=« Sufficient liquid
. ufficient liquid assets
11a
b
12 Land net ot amy s
138 Intangitie assels (amorizadie onfy)
b Less accumdaind P 4
14 Diher assets jattach stzlement) . . — —
16 Tollomosbt s+ csoooos oo 348,740 374, 620
Liahiitins and Sharoholders' Equity
(]} 25 200
1] 20,400

38 AR
l 17 Mangages, ncles. bands paryabie In Er ooo
& Curren L 1, 7od

SATEMENt) . .. .oaw s s s
18 Loans fom sharshoders

20 Marigages, noles, bands paydbile In

VYRR OOMOM. o . 2 . ois s s
21 Other liabities jansch staeren) . -

23 Addimonal paidn capeal |

24 RAetaredeamings . . . . . . .

25 Adjustments o sharehoiders

nquity {atach ssatemenz] . . . .
26 Less costol reasurysiock . . . - o

27 ot Mubilties and shushoisurs sy

mortgage guaranty
insurance corporation

fom 1120-8 z02¢)

X | s cororamion Nanr ] & Property Solutions - James 2004
SCHEDULE K-1
37  Ordinary Income (Loss): LINE 1 If > [ se & 61,000.00
38  Net Rental Income (Loss): Str *
SUBTOTAL 61,000.00
FORM W-2
39 Wages: W-2, Box 5 (in general)
FORM 11205
40 Deduct nonrecurring income: LI &5 S,
41 Depreciation: LINE 14 13,500.00
42  Depreciation (FORM 8825): LINE 14
43 Depletion: LINE 15
44 Amortization/Casualty Loss/Nonrecurring Loss: from statement or INES 4 &5 1,000.00
45  Mortgages or Notes Payable in Less Than 1 Year: Schedule L LINE 17, Column d ‘
45 Non-Deductible Travel and Entertainment Exclusion: Schedule -1, LINE 3t A
SUBTOTAL 14,500.00
47 Multiplied by Ownership Percentage

Shareholder's Total Share of Income (Loss)

47
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SAM Cash Flow Analysis Worksheet

F 11205 (2024 Page §
TSN Reconciliation of Income (Loss) per Books With Income (Loss) per Return S P F El
Note: The corporation may be required to file Schedule M-3. See instructions. S corpurahon Cash Flnw
i e (loss, s 123,400 f i . . . i
A =18 Income recorded cn books this yesr Evaluste business income as required by your investor
2 Income included on Schedule K, lnes 1, 2, not included on Schedue K lines 1
3¢, 4,53 6,7, 8a, 9, and 10, not recorded theeugh 10 (Remize) x] 5 CORPORATION Nam 1 & | Property Solutions - James 2024
on baoks thes year (temae) & Tax-exempt rierest §
3 Expenses recorded on books this year & Deductions included on Schedue K. SCHEDULE K-1
not included on Schedule K, nes 1 lines 1 through 12e, and 161, not charged i
through 12e, and 161 (itemize) against book income this. year (Remize): 37 Ordinary Income (Loss): LINE L 1 > Distribut tional requir o £1,000.00
a s 2 De s v
38 Net Rental Income {Loss): LINES 2 &3 If > Distributions see additional requirements.
[n Travel and entertanment § T AddlinesSandB. . ... ..........
1,000 )8 tncome foss) (Schedse K. line 18) SUBTOTAL $  6L00000
4 Addlines 1 through3 . . . . . ... 124,400] subtractline7fromlined. . . ... ..... 124,40
W ysis of d Shareholders' Undistributed Taxable Income
Previously Taxed, A Earnings and Profits, and Other Adjustments Account FORM W-2
(see instructions)
(8} Accumulates (B) Sharercicers « {6) Other 39 Wages: W-2, Box 5 {in general]
2justments aocount unGEinbuted taxabie eamings and profts account
INCOMe previously Laed
1 Balance at beginning of taxyear . . . ... .... FORM 11205
2 Ordinary income from page 1,006 22, . . . . . . . 7
B O RO .1 oot At e 40 Deduct nonrecurring income: LINES 4 &5 { )
4 lossfrompageline22- - - - - - oo v v v v n
B OMMEAMMIING . « o v o cio o0 5600 8 50 @ ) 41 Depreciation; LINE 14 5 13,500.00
6 Combinelines Tthrough5 . . . ... ....... Bl
T OMMRNMONS o s e R 47 Depreciation (FORM B823): LINE 14
8 Balance af end of tax year. Sublract line 7 from k
BAOB & o s e ote e s e et ke s s e 185, 360 43 Depletion; LINE 15
form 1120-8 (2024) L ; L
44 Amortization/Casualty Loss/Nonrecurring Loss: atement or LINES 4 &5 5 1.000.00
45 Mortgages or Notes Payable in Less Than 1 Year: Schedule L LIME 17, Column d { )
. 3 d i 1
45 Non-Deductible Travel and Entertainment Exclusion; Schedule M-1, LINE 3b (L5 100000 )
SUBTOTAL § 13,500.00
47 Multiplied by Ownership Percentage 50.00%
Shareholder's Total Share of Income {Loss) § §,750.00

mortgage guaranty

insurance corporation
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Effect on
cash flow
analysis

mortgage guaranty
insurance corporation

.
SAM Cash Flow Analysis Worksheet NIG'(
S Corporation Cash Flow
Evaluate business income as required by your invastor.
X I S CORPORATION Nan | &I Property Solutions - James 2024 2023
SCHEDULE K-1
X R
37  Ordinary Income (Loss)k: I 61,000.00 57,500.00
38  Met Rental Income (Loss): | A
SUBTOTAL 61,000.00 57,500.00
FORM W-2
39 Wages: W-2, Box 5
FORM 11205
40 Deduct nonrecurring income: s } )
41  Depreciation: LINE 13,500.00 12,750.00
47  Depreciation {FORM B825): 1111
43 Depletion: 5
44 Amortization/Casualty Loss/Monrecurring Loss: fron 1,000.00 875.00
45  Mortgages or Notes Payable in Less Than 1 Yea 2 } ]
45  Mon-Deductible Travel and Entertai E ® 1,000.00 } 895.00: )
SUBTOTAL 13,500.00 12,730.00
a7 by O ip F g 50.00% 50.00%
Shareholder's Total Share of Income {Loss) 6,750.00 6,365.00
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SAM Cash Flow Analysis Worksheet MGIC

S Corporation Cash Flow

Evaluate business income a= required by your investor.

Wh at X] S CORPORATION Nar | & | Property Solutions - James 2024 2023

SCHEDULE K-1

(]
37  Ordinary Income (Loss): LINE 1 0
I S e 38  Met Rental Income (Loss): LINES

SUBTOTAL I $ 61,000.00 I I $ 57,500.00 I

earnings

3% Wages: W-2, Box 5 [in

trend?

fitional requirements.

5 61,000.00 S 57.500.00

40 Deduct nonrecurring income: | 5 s { 1 { 1

41  Depreciation: LIME 14 5 13,500.00 5 12,750.00

437  Depreciation {FORM 8825): LINE 14

43 Depletion: LINE 15

44 Amortization/Casualty Loss/Monrecurring Loss: fr 5 1,000.00 5 875.00

45  Morigages or Notes Payable in Less Than 1 Year: Schedule L LINE n d i [ } ( )

45 Mon-D ible Travel and Entertai E ion: Schedule M-1, LINE 3t L (5 1.00000 } {5 £95.00 )
SUBTOTAL 5 13,500.00 $ 12,730.00

a7 iplied by O hip P £ 50.00% 50.00%

Shareholder's Total Share of Income (Loss) I 3 6,750.00 I I ; 6,365.00 I

| $67,750.00 | | $63,865.00 |

| /24 = $5,483.96 |

mortgage guaranty

insurance corporation 50




3/27/2025

»
‘ Schedule B

Interest and
L Dividends
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Schedule B

* Interest from self-employment
* Dividends from self-employment

e Other interest and dividends
* Use tax return as supporting documentation

* Follow investor documentation guidelines

mortgage guaranty
insurance corporation
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Schedule B

Case study,
pages 20 & 21

mortgage guaranty
insurance corporation

SCHEDULE B
(Form 1040)

UME No. 15450074

Interest and Ordinary Dividends -
Attach to Ferm 1040 or 1040-SA. 2@'24

Department of the Tressry Promriain;
ranmal Aeveme Sece Go to for and the latest Sag . 08

Narmeis) shown on retum ‘Immu-wmm

James & Jess

ica Johnsen 000=00=-0000

Part |
Interest
[Bee instructions
and the

Note: If you
received a

Form 109G-ENT,
Form 1099-010,
or substitute
statement from
8 brekerage firm,
Est the firm's
narne as the
payer and enter
the: total interest
ahown on that
farm.

1 List name of payer. If any interest is from a seller-financed mortgage and the Amount
buyer used the property as a personal residence, see the instructions and list this
interest first. Also. show that buyer's social security number and address:

2 Addtheamountsonfine 1. . . . 3 3 = 2 1,700,

3 Exdudable interest on seres EE and | U.S. savings bonds issued after 1989.
Attach Form 8815. . .

4  Subtract line 3 from line 2. Entat !he rasdt hera an:l DnFurm 1Ddﬂor lOdD-SR |II'|E Zh 4 1,700,

Note: If line 4 i over §1.500, you must complets Part fIl. Amount

Part Il
Ordinary
Dividends
[Bae irstructions
and the

for

§  Listname of payer.
Creative Design

Form 1040,
ne 3b.)
Node: If you

received a
Foem 1098-DiV
& -

Part Il ¥ou must complete this part if you (a) had over $1.500 of taxable interest or ordinary dividends; (b) had a foreign
Foreig'l account; or (¢) received a distribution from, or were a grantor of, or a fransferor to, a foreign trust.
Accounts Yes[ No
and TrustS 75 At any time during 2024, did you have a financial interest in or signature suthority over a financial
Caution: It account {such as a bank account, ities account, ar al:count] located in & funagn
requilred. failuce to country? See instructions . . . . . 5 e H F »
fle FinCEN Form
114 may reeult in if *¥es,” are you required to file FinCEN Form 114, Heport af legﬂ Bank and Financial
substantial Accounts (FBAR). to report that financial interest or signature authority? Sea FinCEN Form 114
penaities. syt and its instructions for filing requirements and exceptions to thoss requirements
berequired b If you are required to file FinGEN Form 114, list the name(s) of the forsign countryl-ies) where the
Lo file Form 5833, financial account|s) is {are) located:
mMent Ol e e
Speciied Forsign
Financial Assets. 8  During 2024, did you receive a distribution from, or were you the grantor of, or transferor to, a
See inslructions, foreign trust? If “Yas,” you may have to fie Form 3520. See instructions . . . - =
For Paperwork Reduction Act Notice, see your tax relurn instruclions.  gas  FEV 01425 TTW Schedule B (Form 1040) 2024
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Effect on
cash flow
analysis

mortgage guaranty
insurance corporation

I;mn

[ssamere

bL?71124

OMB No. 18450123

Schoedule K-1 [I1:0.] Shareholder's Share of Current Year income,
(Form 1120-S) 2@24 Deductions, C and Other ltems
Department of tre Treasury 1 | Oromary tusness mcame (oss) 13 [Croass
1716 T Rrver e Serve For calendar year 2004, or tax year 61,000

— 2024]  enang [ ] [ 2 [ Mot rentai rosi estate income foas)
Shareholder's Share of | ., Deducti s W]
Credits, etc. See separate mstrucsons

IEZZXN Information About the Corporation

interest rcome

Ordnary aradends

Cusifed Gwseras

cheacked . « « « v o«
+ [Fornes T g Py y—
X ] SCHEDULE B - INTEREST AND DIVIDENDS FROM SELF-EMPLOYMENT 2024 2023
1 Recurring Interest Income: LINE 1 or 1040 LINE 2b ? 5 1,200.00 5 1,200.00
2 Recurring Dividend Income: LINE 5 or 1040 LINE 3b g 5 6,400.00 5 2,500.00
SUBTOTAL 5 7,600.00 5 3,700.00

™ Name.

F2 1 the sharencider B a Gregarded entty, & FUSL a0 SIS, OF & AOTINGS OF
i perven enler the ndmidual o erity repanalie o reponting

F3 What type of eraty s tus sharehokier?

Secton 179 deducmon

G Curtest year slccation

H  Sharencicers numter of shares

For RS Use Only

"

More than one actngy by &.nsh pupoues”
More Bhan one acirty for passres activly purpones”

* See

for

for Form 1120-3.

e i3 QowFarm 11705

S<hedule K.1 (Form 1120.3) 2024
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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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3/27/2025

MGIC Fates  Underwiiting  Ordering/ Timing  Tools  Mortgage

Servicing Connects

Self-employed borrower and income analysis
calculators

Equipped for speed and accuracy, our editable and auto-calculating worksheets are available In macro-enabled
and macro-free versions

MGIC > underwnitiag >

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

Updated for 2025

« Employment & other income calculator

Updated for tax year 2024
+ Alkin-one sel oyed income calculator

« Rental income calculator

Gain access now »



MGIC worksheets

mortgage guaranty
insurance corporation

MGIC

SEB and income analysis
calculators and resources

Updated calculators

Our editable and auto-calculating worksheets are designed for speed and accuracy. We
versions but also offer macro-free alternatives if you cannot use Excel worksheets with macros. To leam more, download our

Calculator FAQs or watch the overview videos below.

bled

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

All-in-one
self-employed
income calculator

Al elf-

All-in-one
self-employed
income calculator

All-i elf-

income
tax year 2024

Avaliable in macro-enabled and
macro-free versions

i updated for

tax year 2024

Macro-free short farm

This is a condensed version of our
caicul

This calculator
worksheets, inciuding SAM cash flow
analysis, liquidity, comparative
income analysis and PEL statement
analysis. (2/10/2025)

Downioad macro-enabled »

Overview video: All-in-one self-
employed income calculator

This video nighlignts the features that
make our all-in-one seif-employed
Income calculator a powerful 1ol for
assisting you in caiculating and
analyzing your self-employed
DoTOwers’ income.

lator,
with just one of each type of business
entity. (2/10/2025)

Employment
and other income
calculator

Employment & other income
calculator

Available in macro-enabied and
macro-free version

This worksheet is designed to
calculate salaried barrowers’ monthly
qualifying income (fixed and variable)
and gross up non-taxable income.
(1/2/2025)

Download macro-enabled =
Download maceo-free »

Calculator
AQ

Rental income
calculator

Rental income calculator
updated for tax year 2024

Avallable in macro-enabied and
macro-free versions

Cash flow Income from a principal
residence (2- to d-unit), investment

Downioad macro-enabied »

Overview video:
& other income calculator

In this demo video, we'll share user

Get the answers 10 your questions.

tips 10 Maximize your experience and
make and

analyzing your borrowers’ income
easier and more accurate.

@
5Bout our self-employed borrower
and

structures

This quick reference defines the
different business structures and
Dprovides Insights S0 you can better

as well as

the risk and tax
of each.

about the mac bled
frea versions.

3/27/2025



Dig deeper

www.mgic.com/magic-minutes

mortgage guaranty
insurance corporation

3/27/2025

Magic Minute
series

Count on MGIC’s on-demand vide:
martgage industry knowledge in 1

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 »
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Magic Minutes training series ‘n

MGIC > training > Magic Minutes Training Series >

Analyzmg Self- Employed Income

Fol | Fel For, So

Eligibility requirements Business structures Documentation requirements Cash flow analysis

Waich f on YouTube »

mortgage guaranty
insurance corporation
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Let us earn
your business

Get a free MI quote

MIQ

mgic.com/MIQ

Explore Training

& Special Events

mgic.com/training

Connect

MGIC account manager
mgic.com/contact

Training email
Training@mgic.com
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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




3/27/2025

Thank you for

choosing MGIC

mgic.com

MGIC
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MGI‘ Rates Underwriting Qxdering / Training ‘Tools Mortgage
s

Servicing

Magic Minutes training series

Clearing up
K-1 confusion

mortgage guaranty
insurance corporation

About Get a quick quote
MGIC
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