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Self-Employment

1. A borrower who has 25% or more ownership in a business is considered self-

employed.
o &
1c. IF APPLICABLE, Complete Information for Additional Employment/Self-Employment and Income
Employer or Business Name Phone ( ) -
Street Unit #
City State -] ZIP Country
Position or Title Check if this statement applies:
D I am employed by a family member,
Start Date - 1 ( {mm/ddsyyyy) property seller, real estate agent, or other
How long in this line of work? Years Months party to the transaction.
[ Check if you are the Business () | have an ownership share of less than 25%. Menthly Income (or Loss)
Owner or Self-Employed N | have an ownership share of 25% or more. $
O O
] True
[ False

2. In DU version 11.1 (current version), self-employment is considered a risk factor in
evaluating the file when the self-employed income is being used as qualifying

Income.
1c. IF APPLICABLE, Complete Information for Additional Employment/Self-Employment and Income
Employer or Business Name Phone ( ) -
Street Unit #
City State -] ZIP Country
Position or Title Check if this statement applies:
tam employed by a family member,
Start Date / / (mm/dciyyyy) property seller, real estate agent, or other
How long in this line of work? Years Menths party to the transaction.
Check if you are the Business () | have an ownership share of less than 25%. Monthly Income (or Loss)
Owner or Self-Employed @® | have an ownership share of 25% or more.  $
] True
[] False

3. In Loan Product Advisor, self-employment is considered a risk factor in evaluating
the file when the self-employed income is being used as qualifying income.
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1c. IF APPLICABLE, Complete Information for Additional Employment/Self-Employment and Income

Employer or Business Name Phone ( ) -
Street Unit #
City State | ZIP Country
Position or Title Check if this statement applies:

Otam employed by a family member,

Start Date / / (mm/dd/yyyy) property seller, real estate agent, or other
How long in this line of work? Years Months party to the transaction.
Check if you are the Business () | have an ownership share of less than 25%. Monthly Income (or Loss)
Owner or Self-Employed (®) | have an ownership share of 25% or more.  $
] True
[] False
Compliance

4. Which form is required to be included in the file that grants permission to request a
copy of the applicants filed tax returns from the IRS?

[ 4556T
[ 4506T
] 4506C
[J 2106T

W2 Wages

5. The borrower receives a salary and provides a computer-generated paystub and W2.
Their salary can be considered for loan qualification purposes regardless of any
percentage of ownership.

] True
[] False

Expenses

6. A borrower that receives a 1099 may itemize business expenses against that income
on Schedule C .
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7. A Schedule C, Sole proprietor business may have two owners.

] True
[] False

8. A Borrower can own 100% of a Partnership.

] True
[] False

9. A Borrower can own 100% of a S-Corporation.

] True
[] False

Tax Return Review

10. When the borrower acknowledges an employment relationship with a party in the
transaction you must review the borrower’s personal tax return.

1c. IF APPLICABLE, Complete Information for Additional Employment/Self-Employment and Income

Employer or Business Name Phone ( ) -
Street Unit #
City State -| ZIP Country

Position or Title Check if this statement applies:

B | am employed by a family member,
dd, [m}
Start Date d / (mm/dd/yyyy) property seller, real estate agent, or other

How long in this line of work? Years Months party to the transaction
— —
[ Check if you are the Business () | have an ownership share of less than 25%. Monthly Income (or Loss|
‘Owner or Self-Employed (O I'have an ownership share of 25% or more. $

] True
[] False

Schedule C

11. The borrower files their SEB income on a Schedule C. The Net Income is enough to
qualify the borrower. You are not required to calculate the income with adjustments.

] True
[] False



Schedule E

12. A net rental loss can be subtracted from income rather than included as a liability
when calculating the DTI for either Fannie Mae or Freddie Mac?

] True
[] False
13. The borrower receives two K1s that are filed on Schedule E. The filing of K1 means

your borrower is self employed and business returns are automatically required.

] True
[] False

1065 K1

14.  Which percentage value, on the 1065 K1, is used to determine if the borrower is a 25%
owner of the business?

J Partner’s share of profit, loss, and capital (see instructions):

Beginning Ending
Profit 22 % 29 %
Loss 26 % 27 %
Capital 23 % 24 %

[] Ending Profit — 29%
[0 Ending Loss — 27%
] Ending Capital — 24%

15. The borrower’s K1 reports $11,762 in taxable Ordinary Income. The K1 indicates NO
cash distribution to the borrower.



16.

The borrower must report and pay taxes on the $11,762 even though they did not
receive any cash.

] True
[] False

The borrower’s K1 reports $11,762 in taxable Ordinary Income. The K1 indicates NO
distribution to the borrower. The $11,762 can not be used as qualifying income unless
the business is viable, and a liquidity test passed.

] True
[] False

1120 K1

17.

18.

The borrower’s K1s reports $54,459 in taxable Ordinary Income. The K1 indicates a
distribution of $18,820. If the business is considered viable which income can be used
without a liquidity test.

[ $54,459
] $18,820

The borrower’s K1 reports $108,067 in taxable Ordinary Income. The K1 indicates a
cash distribution of $213,995.

The $213,995 can be used as qualifying income since the borrower received it. No
liquidity test is required but the business must be considered viable.

] True
[] False
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19. Your file has two borrowers. A Borrower and an Additional Borrower.

e The Borrower is Not self-employed with just their salary income, the
qualifying ratios are 32% & 44%.

e The Additional Borrower runs a small business out of their home and files a
Schedule C declaring a Net Loss of $11,000.

If the Additional Borrower remains on the file their loss must be considered, and the
Borrower’s income reduced, and the ratios recalculated.

] True
[] False

Tax Returns

20. Verified Non-Taxable income can typically be grossed-up and used at
on Agency loans?

] 115% of its value
] 125% of its value
] 150% of its value
] Income can never be grossed-up.
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Right where you need us.

With solutions to give you a competitive edge.

Underwriting 0 Rate Express
Innovate Underwriting o Find Rates Quick
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oost Your Knowledge

KNOW MORE GET A QUOTE NOW LEARN NOW

Enact Training Resources

Income Calculation Tools by Enact Ml

Wa got it, mental math Is hard. That's why Enact provides a collection of downloadable calculators and raference guides to help you anaiyze a salf-employed borrowar's avarage monthly income and expenses.

Please note that these tools offer suggested guldance. they don't replace Instructions or applicable guldelines from the GSEs.

Due to various internet browser versions, please download and save PDF before entering data. Please note, are updated periodically
Income Calculation Worksheet mn Fannie Mae Form 1084 Caleculator (2022-2021) Fannie Mae Form 1084 Calculator XLS (2022-2021)
Use this form o calculate income. UPDATED +[=] Calculate and snalyze cash flow 1o help you complets Fannia Mas form 1084 Caleulata and analy form 1084,
UPGATED UPDATED
PDF
Freddie Mac Form 91 Calculator (2022-2021) m n Freddie Mac Form 92 Calculator (2022-2021) Rental Income Calculator (2022-2021)
Quick reference guide and Income analysis for Freddie Mac Form 91 UPDATED 5= Form 52 Net Rental Income Calculations — Schedule E- UPDATED Assists in calculating rental income from IRS form 1040 Schedule . UPDATED
PDF
ick Ratio — Liquidity Calculator (2022-2021) Current Ratio — Liquidity Calculator (2022-2021) Fannie Mae Rental Guide (Calculator 103
= Y n n iq y
Calculate an organization's liquidity against current labillis. UPDATED OB A iguadity UPDATED Use this worksheet 1o caloulate qualifying rental income for Fannie Mae Form 1037
{Principal Aesidence, 2- 10 4-unit Property)
PDF
Fannie Mae Rental Guide (Calculator 1038) E n Fannie Mae Rental Guide (Calculator 1039) Fannie Mae Form 1088 Cheat Sheet
Use this worksheet to calculate qualiiying rental Income for Fannie Mas Form 1038 Calculate quallfying rental Income for Fannle Mas Form 103¢ (Business Rental Income: Use this for Fannle Mae's Analysts Form (Form
(indrdual Rental Income from Investment Proparty(s) (P 10 4 properies). [+]= from Investment Property). UPDATED 1088).
XLSX
Fannie Mae Comparative Analysis Form 1088 mn P&L Calculator
Calcuiate fross ncome, nd og Cal d for running a busine: UPDATED
XLSX

Your Enact Resources

ActionCenter: 800 444.5664
Your Local Enact Regional Underwriter

Your Enact Sales Representative
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Legal Disclaimer

Enact Mortgage Insurance is happy to provide you with these training materials. While we strive for accuracy, we
also know that any discussion of laws and their application to particular facts is subject to individual interpretation,
change, and other uncertainties. Our training is not intended as legal advice and is not a substitute for advice of
counsel. You should always check with your own legal advisors for interpretations of legal and compliance
principles applicable to your business.

ENACT EXPRESSLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS OR IMPLIED, INCLUDING
WITHOUT LIMITATION WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, WITH RESPECT TO THESE MATERIALS AND THE RELATED TRAINING. IN NO EVENT SHALL
ENACT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE, OR CONSEQUENTIAL DAMAGES
OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND THE MATERIALS.

Collateral Underwriter®, Home Ready® and Desktop Underwriter® or DU® are registered trademarks of Fannie Mae
Loan Product Advisor®, Home Possible®, Loan Collateral Advisor® and Home Value Explorer® (HVE®) are registered trademarks of Freddie Mac

ActionCenter®, Homebuyer Privileges® and Rate Express® are registered trademarks of Enact Mortgage Holdings, LLC

Enact Mortgage Insurance offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line, and serve your borrowers better.

Visit EnactMI_com to learn more.
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