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Legal disclaimer MGIC

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information may be outdated due to the rapidly changing nature of the residential mortgage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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Steps to Successful Cashflow

MGIC

1. ldentify source of income

2. Gather appropriate verification documentation
a) 1-2 yearstaxreturns
by All attachments & schedules
¢) Clarifying documents as needed

3. Complete cash flow worksheet
4. Analyze results




Variable Income Variable Income

Sources

v" Hourly - no set hours per FIUCtuatlng Earnlngs
week

v' Part - time employment

v' Shift or on-call income Amount is NOT

v' Overtime .

D predetermined, does NOT

v Commission occur with regular frequency

v OtherIncome and definite amount is NOT

v' Self Employed

documentable.

MGIC



Calculate by Income Trend

Why isn't it
When always the
Should | same in

average? — h every file? RISK VARIES



What is
TRENDING?

Ask yourself which
direction is the
income going?

v Up?
v' Down?

v’ Staying the
same?

MGIC

Variable Income Guidance

Calculation of income will be determined on whether
Income trend is consistent, increasing or decreasing

Additional analysis should be done when the income
fluctuates more than 10% from year to year




Knowledge

Word Bank

* higher

* averaged

* lower

e disregarded

MGIC

1. If the trend in the amount of income is stable or

increasing, the income amount should be
averaged

. If the trend is declining but has since stabilized and

there’s no reason to believe the borrower will not
continue to be employed at the current level, the
lower amount of income must be used.

. If the trend is declining the income may not be

stable. Additional analysis must be conducted to
determine if any income should be used but in no
instance may it be _averaged over the period

when the decline occurred.




Income Calculation Tools

Borrower Name:

Fannie Mae Cash Flow Analysis (Form 1084) A~
FreddieMac
Form 91

Business Name (optional): Income Calcula

(Schedule Analysis M

Name:

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. Form 91 is to be used to document the Seller's calculation of the income for a self-employed Borrower. This

form is  tool to help the Seller calculate the income for a self-employed Borrower; the Seller's calculations
must be based on the requirements and guidance for the determination of stable monthly income in Topic

IRS Form 1040 - Individual Income Tax Return S A 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

W-2 Income from Self-Employment oW P

Income Calculations from IRS Form 1040

Schedule B - Interest and Ordinary Dividends

a. Interest Income from Self-Employment (+).

b. Dividends from Self-Employment (). IRS Form 1040 Federal Individual Income Tax Return ‘ Year: | Year:

Schedule C - Profit or Loss from Business: Sole Proprietorshij
Nelll Profit or (Loss)r rom Busin Breivind 1. W-2 Income from self-employment (reported on IRS Forms 1040 and 1120 or 1120S)

Other (Income) L Name of

Depletion
. " 1
Depreciation IRS Form 1040, W-2 Income — Officer Compensation (Section 5304.1(d))
Non-deductible Travel and Meals Expenses
Business Use of Home
Amortization/Casualty Loss "Validate with business retums and IRS Form 1125-E, Compensation of Officers, as applicable

Subtotal of W-2 income from self-employment

Schedule D - Capital Gains and Losses 2. Schedule B - Interest and Ordinary Dividends
a. Recurring Capital Gains

Recurring interest income (Chapter 5305)

5. Schedule E - Supplemental Income and Loss - 3
Note: A lender may use Fannie Mae Rental Income Worksheets (Form 1037 or Form 1038) to calculate individual rental Recurring dividend income (Chapter 5305)
income (loss) reported on Schedule E.

Dividend income from self-employment reported on IRS Form 1120

a. Royalties Received [ [ N Subtotal of dividends and interest
b. Total Expenses [ ().
c. Depletion (G (+).

Schedule F - Profit or Loss from Farming
Net Farm Profit or (Loss)
Non-Tax Portion Ongoing Coop and CCC Payments
Nonrecurring Other (Income) Loss
Depreciation
Amortization/Casualty Loss/Depletion
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.

Freddie Mac Single-Family Seller/Servicer Guide Bulletin 20199
05/01/19 P: F91-1
©2019 Fannie Mae. Trademarks of Fannie Mae. Form 1084 June 2019 Page 1018 /0 s




SAM: Schedule
Analysis Method

mgic.com/seb

Need help?

Line-by-line link to the
SAM Worksheet Help Document

Case study, pg 85-100

MGIC

SAM Method Cash Flow Analysis Worksheet

'BORROWER AND/OR CO-BORROWER NAME:

YEAR 1:

DATE:

YEAR 2:

[ (0] ] SCHEDULE B - INTEREST AND DIVIDENDS FROM SELF-EMPLOYMENT

S Corporation Cash Flow

Evaluate business income as required by your investor.

X | scorporATION Name:
35  Ordinary Income (Loss): LINE 1 If > Distributions nal requirements.
36 NetRental Income (Loss): LINES 2 & 3 If > Distributions see additional requirements.
SUBTOTAL
37 in general)
38 Deduct nonrecurring income/add nonrecurring loss: LINES 4 & 5
39  Depreciation: LINE 14
40  Depreciation (FORM 8825): LINE 14
41  Depletion: LINE 15
42  Amortization/Casualty Loss (only if noted): LINE 19 fro
43 Mortgages or Notes Payable in Less Than 1 Year: Schedule L, LINE 17, Column d
44 Travel and Entertainment Exclusion: Schedule M-1,
SUBTOTAL
45 by O hip P £

Shareholder’s Total Share of Income (Loss)

Corporation Cash Flow

Evaluate business income as required by your investor

| 0| scoreoramon Name:

Corporation Cash Flow

Evaluate business income as required by your investor.

O | CORPORATION Name:
[ l

O | corPORATION Name:
[ I

O | coRPORATION Name:
[ l

10



Each business subtotals

SAM Cash Flow Analysis Worksheet with P&L

PERSONAL CASH FLOW SUBTOTALS: 2022 2021 sz
Qualifying Income No. of
Subtotal #mo. Subtotal #mo. Months

Schedule B s 3,700.00 | 12 | E 360000 12§ 30417 | 24

S g M Schedule C Tech ina Sec s 49,460.00 | 12 N s 36,2390.00 12 $ 3,577.08 24

PARTNERSHIP & S CORPORATION CASH FLOW SUBTOTALS:

CaS h fI OW Schedule K-1 Tanglewood Realty D S (3,800.00) 12 I:I S (10,000.00) 12 S (575.00) 24

W-2 Wages Tanglewood Realty D S - 12 D s - 12 S = 24
" |
a n a IyS IS Form 1065 Tanglewood Realty \:I S - 12 D S - 12 s - 24
T Partnership Tanglewood Realty Subtotal S (3,800.00) S (10,000.00) S (575.00)
S u m m a ry | Schedule K-1 Westchester Development |:| S 21,000.00 12 D S 20,000.00 12 S 1,708.33 24
] W-2Wages Westchester Development \:l S - 12 l:l S . 12 S 5 24
T Form 1065 Westchester Development D S 1,200.00 12 D S 1,000.00 12 S 91.67 24
= Partnership Westchester Development Subtotal S 22,200.00 S 21,000.00 S 1,800.00
[ Schedule K-1 Digital Network Systems \:’ S 32,550.00 12 I:I S 26,900.00 12 & 2,477.08 24
N .. Wages Digital Network Systems s - 12 ] s ; 12 $ - 2
[ Form 1120S Digital Network Systems I:] S 7,000.00 12 D S 10,000.00 12 S 708.33 24
I S Corporation Digital Network Systems Subtotal S 39,550.00 s 36,900.00 S 3,185.41

CORPORATION CASH FLOW SUBTOTALS:

W-2 Wages Interior Innovations \:l S 54,000.00 12 S 49,000.00 0 S 4,500.00 12

Form 1120 Interior Innovations s 9,970.00 12 $ 15,750.00 0 $ 830.83 | 12
Corporation Interior Innovations Subtotal S 63,970.00 S - S 5,330.83

Average Monthly Cash Flow (Total) &\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\‘\\\\\\\\\\\\\\\\\\\\\\\\\\ S 13,622.50 W 11




Tax forms:
Personal and business




Business structures MGIC

Sole . . .
proprietorship Partnership S corporation Corporation
Unincorporated Business arrangement A legal entity that has a A legal entity that exists
business with one between 2 or more limited number of separate from owners
owner with unlimited people/partners stockholders who are shareholders
liability (General or Limited)
Schedule K-1 Schedule K-1 IRS Form 1099-DIV
Schedule C die s
SEB W-2 SEB W-2
(No business returns) Guaranteed payments _ _ _ _
Busi il Business files Business files
Taxed at individual rate usINess Ties IRS Form 1120-S IRS Form 1120
IRS Form 1065
Each stockholder pays Corporation pays taxes

Each partner pays tax
on their share of ,
income income

tax on their share of

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

13



2022 Personal
Return - Form
1040

Case study, page 16-17

MGIC

E Department of the Ti ~internal Revenue Service
51 040 U.s. Indl\ﬂml Income Tax Return ‘2@)22[%:40 1545-0074 | 1S Use Only—Do not write or staple in this space.

Filing Status [ ] Single [X] Married filing jointly [[] Married filing separately (MFS) [] Head of household HOH) [ Qua.ll'yir(lg;;)rvhdng
spouse

Check ont!

y
one box. If you checked the MFS box, enter the name of your spouse. If you checked the HOH or QSS box, enter the child’s name if the qualifying

person is a child but not your dependent:

For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separaf

Your first name and middie initial Last name Your social security number
John Borrower 000-00-0000
H joint return, spouse's first name and middle initial Last name Spouse's social security number
Ginny Borrower 000-00-0001
Home address (number and street). If you have a P.O. box, see instructions. Apt. no. Presidential Election Campaign
3412 W Silverwood Dx Check "'m."v?‘{-:;m'g
: % ¥ ; y P spousa i filing jointly, wan
City. town, or post office. If you have a foreign address, also complete spaces below. State ZIP code 1o go to this fund. C nda
Jackson TN 38305 box below will not change
Foreign country name Foreign province/state/county Foreign postal code | your tax or refund.
[O¥eu []Spouse
Digital At any time during 2022, did you: (a) receive (as a rewar
Assets exchange, gift, or otherwise dispose of a digital asset (or]
Form 1040 2022) Page 2
Standard Someone canclaim: [] You as adependent  [] Taxand 16 Tax o0 bwtructions], Ghack ¥ ony from Formisg, 1 [ 8514 2|:|.9?2 30 6 14,034,
Ded i [ spouse on a separate return or you were a Credits 17  Amount from Schadule 2, line 3 H—_— s : 17
18 Add lines 16.and 17 . . : 8 14,034,
Age/Blindness You: DWelebom before January 2, 1958 [] Are bl 19 Glulﬂlaxnudduand\\lwnlhuﬂmﬂm\‘tsmnmuﬂ s 18
D, 20 Amount from Schedule 3. line 8 2
Lo (see ) @9 21 Addlines 19and20 . . . 2
If more (1) First name Last name 22 Subtract ne 21 from e 18, I zero o less, enter -0- ey 2 14,034.
than four 28 Other taxes. inciuding tax, 2,ine 21 2 6,406,
dependents, 24 nuawms?zanuzs This is your total tax 5 3 5 24 20,440,
see instructions 25 tax withheld from:
and check a FomgW2 . . P][ 12,500.
here . . [ b Formis 1099 . . . . . . 25b |
o Ottt fema fies inatructione) < [28e ]
Income 1a Total amount from Form(s) W-2, box 1 (see instruc] d Addlines 25a through 25¢ . . . SEw o 25d 12,500.
b Household employee wages not reported on Form| roermes 128 2022 astimatoc 4 payehents and amouet appled hom 2021 return . . . . . |28 | 5,500.
Attach F ) ) quityrg s, 27 Eamed income credit (EIC) . . R R 27
(oo ormis) ¢ Tip income not reported on line 1a (see instruction; hSeh. BG. [0 s inionai chikd tax eredi from Scheduis 8812 28
attach For d waiver pay not on Form(s| 20 American opportunity Gredit from Form 8863, line 8 . 29
Ww-2G .F;nm e Taxable dependent care benefits from Form 2441 %: Pevediatameues’. . o o =
1009-R if tax ¥ 3 Amount from Schedule 3, line 15 . . 31
was withheld. f Employer-provided adoption benefits from Form 8§ 32 Add lines 27, 28, 20, and 31, These are your total omwmmm.m 2
ages Form 8919, . 33 Add lines 25d, 26, and 32. These are your total payments . = 18,000,
if you did not 9 W from 919, line 6 N Refund 34 Ifline 33 ks more than line 24, subtract line 24 from line 33. '!'hsalheamunlyﬂumrpdd 34
get a Form h  Other eamed income (see instructions) . . 35a mmnlunuummxmmwmllmmlsm fhs-:l:hem . .0 [38a
YES, 8ne I Nontaxable combat pay election (see instructions) Omctospost? b Routing number [ X [ X [ X | XX |X|X|X]%] Cheoking [ Savings
i R Seoronins. g m.mlxmxlxlxlﬂ\x\xtxlx\K\XIKIKWKI‘(\
i g % £ 36 Amount of ine 34 you want applied o your 2023 estimated tax . . [ 38
Aftach Sch. B 2a Tax-exempt interest . 2a Amount 37 Subtract line 33 from line 24. This Is the amount you owe
if required. 3a Qualified dividends 3a 3; You Owe For details on how 10 pay, 60 10 www.irs.gov/Payments or see instructions . . . . ar 2,440,
< 36 Estimated tax penalty (see instructions) . . |
— 4a  IRA distributions . 4a Third Party Do you want to alow anciher person 10 ciscuss i retum wih the IRS? See &
Standard Sa Pensions and 2 5a Designee . [Yes. Compiste beiow. [ No
o | " DOG\W! Phons Personal Kertification
Ogguctiontor=| 6a  Social security benefits . 6a o wnewito [T T T 1]
Married filing ¢ If you elect to use the lump-sum election method, Sign hacerd mmmmm' % e ..umv-,mﬂ.,wmm
ey 7 Capital gain or (loss). Attach Schedule D if required ~ Here You signatise Date You occupstion fthe IRS sent you an ldentity
4 Protaction PIN. enter t haro
* Married fiing 8  Other income from Schedule 1, line 10 s (it e Self Employed (s0e Inst)
Q.Iﬂllqu'rg 9  Add lines 1z, 2b, 3b, 4b, 5b, 6b, 7, and 8. This is y a’:"m'm’h‘ Spouse's sgnatice, f a fint retum, both must sign. | Date Spouse's occupation mzuﬁ;,:.::m::nm
Seear ®%%% 10 Adjustments to income from Schedule 1, line 26 - Self Emploved (ses inst)
2 ¥ Phona no. &
* Head of 11 Subtract line 10 from line 9. This is your adj s e = — ——
swg400 12 or tions (frof  Paid - 3 Seit-empioyed
elyoucheckad | 13  Qualified business income deduction from Form 89 Use Only —lmeneme Self-Prepared T Prone no.
Sypexinde | 14 Addlines 12and 13 — | 2T
: ines 1= a . ndormation. BAA REV OuaRZ TTW Form 1040 022y
Dtioson. 15  Subtract line 14 from line 11. Hzarn or less enter

14



Schedule 1

Case study, page 18-21
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SCHEDULE 1 OMB No. 1545-0074
(Form 1040) Additional Income and Adjustments to Income ————
Daparimant f the Trsasuy Attach to Form 1040, 1040-SR, or 1040-NR. 2@22
Attachm
I Revenue S Go to www.irs.gov/Form1040 for instructions and the latest information. Seq Eﬂ;h 01
Name(s) shown on Form 1040, 1040-SR, or 1040-NR Your social security number
John & Ginny Borrower 000-00-0000
a4l Additional Income
1 Taxable refunds, credits, or offsets of state and local incometaxes . . . . . . . . . 1
2a Alimony received v . | 2a
b Date of original divorce or separa'uon agreemem (see mstrucilons)
3 Business income or (loss). Attach ScheduleC . . N . . 3 9,140
4  Other gains or (losses). Attach Form 4797 . . . . P 4
5 Rental real estate, royalties, partnerships, S corporatlons trusts etc Attach Scheduie E 5 53,350
6 Farm income or (loss). Attach ScheduleF. . . . . R T . 6
7 Unemployment compensation . . . . . . . . TR 7
8 Other income: | l(
a Netoperatingloss . . . . . . . . . . .. - 8a |
b Gambling . .
¢ Cancellation of debt & ok 8 . Schedule 1 (Form 1040) 2022 Page 2
d Foreign eamed income exclusion from Form 2555 Adjustments to Income
© Income¥omForme863 . . . . . ¢ . .. £ i uase-arpaass o rosmmiis peusing: wiible e e | - -
i i ing arti
f IncomefromForm8889 . . . . . . . . . . officials. Attach Form 2106 . . . . . . . . . . il st 2 |12 |
i 13 Health savings account deduction. AttachForm8889 . . . . . . . . . . . . . . [ 13 |
g ?IaSk: Pwennanenl Fund dividends . . . . . . 14 Movmg expenses for members of the Armed Forces. Attach Form3903 . . . . . . . 14
u u al e e s & 8 o & a2 e e & s = 15 part of self- pl nent tax. Attach ScheduleSE . . . . . . . . . . . |16  3,203.
i PanyeS andpae,vards 16 Sﬁlffmployad SEP, SIMPLE, J,a:::l qualilledplans: .. .. o & o e s w8 e e oa W @ s |16 |
5 FES S atEe = 17 Self-employed health insurancededuction . . . . . . . . . . . . . . . . .. 17 3,500.
j Activity not engaged in lor pro!rt income . . . . . 18, bensky onsefly ifcawel ofsevinga:s: & 3 i (40 8 E 8 F 8GR 3K 5.
monvpald: & v e i s e B S e Rl RS s A B E RS
k Stock OF::'O"S .o f f b ReGIPIBNTSSSN . . © o o e h e e e e e j"
1 Income from the rental o personaj propeny i you enga¢ c Date of original divorce or Tt (see i :
for profit but were not in the business of renting SUCh Pl 21 Sudentlosmmersst deciction . - . - - - . .. ..ol
22 Reservedforfutureuse . . . . . . . . . L L L L Ll L 0w e e e e e 22
m Olympic and Paralympic medals and USOC priz = oo lrhmeNma s LRI E SRELLLE S =
instructions) . . . 24 Other adjustments:
n Section 951(a) mclusnon (see mstructlons) s ® 2,y L“Fgle“a;‘xs:’:‘::;mi EARSEE RSN
o Section 951A(a) inclusion (see mstructlons) rental of personal property engagedin forprofit . . . . . . . . 2
p Section 461(]) excess business loss adjustment O e 00 e o o e e e
q Taxable distributions from an ABLE account (see instru d Reforestation amortization andexpenses . . . . . . . . . . . 2:
r Scholarship and fellowship grants not reported on Forn] ~ © Fepayment of supplemental unemployment benefts under the Trade |
s Nontaxable amount of Medicaid waiver payments ing t gontrgbuuunstosecbon 501(c)(18)D) pension pﬁan: £ i 22:;
g Cc by certai to section 403(b) plans . . .
1040, linelaorid . . . . - h Attomey fees and court costs for actions involving certain unlawful
t Pension or annmty from a nonquallfed deferred COmpE v Ad ks ;;a;m;(s:ec";m o p;:d ﬂcnnneclmn ﬂhan awam 24h
1 Ll u Ll Wi
anongovernmental section 457 plan . . . . . . from the IRS for information you provided that helped the IRS detect
u Wages eamed while incarcerated . . . . . . ,Exlwiilalions oo osos e teomon s g n e e 24i
g ) j Housing deduction fromForm2555 . . . . . . . . . . . . . | 24
z Other income. List type and amount: k %:%ss deductions of section 67(e) expenses from Schedule K-1 (Form il
9 T tal th - Add i Sa th h 8 z Other ad;usimems L‘mt‘lyi)e‘an;:l amou- g r‘lt: -----------
otal other income. ines rou z. . . . 24z
10 Combine lines 1 through 7 and 9 Enterg here and on Eory; = o0t oter adleimonta. ACS Inpe Sdatheouo 2 - o e s o8 1t o s 25
- 26 Add lines 11 through 23 and 25. These are your adjustments to income. Enter here and on
For Paperwork Reduction Act Notice, see your tax return instructions. Form 1040 or 1040-SR, line 10, or Form 1040-NR. line10a . . . . . . . . . . . . &, 703.
BAA REVO12823 TTW ‘Schedule 1 [Form 1040) 2022




SCHEDULE C Profit or Loss From Business OMB No. 1545-0074
D e Tr & (OMB No. 1545-0074
(Form 1040) E1M0 Y |
i e e 2022 § US. Individual Income Tax Return | 22 @ | oue s sisors| ssimey-oos s s to Income
Sapsiad i Goto for and the latest 2@22
Intermal Revenue Service | Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships must generally file Form 1065. |  Sequance No. 09 Filing Status [ Single [X] Maried fing jointly ] Maried fiing separately (MFS) (] Head of household HOH) [] Qualifying sunviving o i
Name of proprietor Social security number (SSN) Check only spouse ( Seqtmﬂo.ol
John Borrowezr 000-00-0000 one box. If you checked the MFS box, enter the name of your spouse. If you checked the HOH or QSS box, enter the child's name if the qualifying Your social security number
A Principal business or profession, including product or service (see instructions) B Enter code from instructions person is a child but not your dependent: 000-00-0000
Computer Repair Service g 1 14 90 Your first name and middle initial Lastname Your social security number
[ Business name. If no separate business name, leave blank. D Empioyer ID number (EIN) (see instr.) John Borrower 000-00-0000
Tech in a Sec If joint retum, spouse's first name and middle initial Last name Spouse's social security number 1
E Business address (including suite or room no.) 1400 W Commercial Ave Ginny Borrower 000-00-0001 v R
City, town or post office, state, and ZIP code Jackson, TN 38305 Home address (number and street).  you have a P.O. box, 568 nstructions. APt . B il EX ¢ s »
F Accounting method: (1) BCash (2} [Accrual (3 [JOther (specify) 3412 W Silverwood Dr I Check hera if you, or your
G Did you in the of this business during 20227 If “No,” see Instructions for limit on losses . [XI Yes L] No O oo o e Moo s - oy e g spouse i fing ointly, want $3 R, 49,140
H If you started or acquired this business during 2022, check here . ) - .a Jack 'l‘ 18305 to goto this fund. Checking a
1 Dldyaumduanyp:ymmlshmzmlwmddrequhyouleﬂanrm(s)im?Suimlm:\‘.bm 3 x Yes []No ackaon N box below will nat changa 53,350
Foreign country name Forey Fe i code | your tax or refund. ’ .
J If “Yes.” did you or will you file required Form(8) 10992 . . . . . . . . . . . . . Yes []No
N income Clvee [ spouss
1 @mmummhlmmmamummmﬁmummmmmmm Digital Atany time durng 2022, did you: (8] receive (2 & reward, award, or payment for property or sarvices}; or 1) sel, .
Form W-2 and the “Statutory employee™ box on that form was checked . . . O |1 97,200, Assets exchange, git, o ctherwise dispose of a digtal assat for a financial interest in a digital assel/? (Sea instructions) [JYes RINo
2 Rotumsandalowances . . . . . . . . . . . . . . 4. . . ... 2 Standard Someone can claim: [ Youasadependent [ Your spouse as a dependent 8a
3 Subtractliine2fromline . . . . . . . . . . . .. ... ... 3 97,200. Deduction [ Spouse itemizes on a separate return or you were a dual-status alien 8b
4 Costolgoodssold {fromlined2) . . . . . . . . . . . . . . . . . . 4 28,000. ]
5 Grossprofit. Sublractline 4 fromline . . . . o 5 69,200, Age/Biindness You: [] Were bom before January 2, 1956 [] Arebind _ Spouse: [] Was bom before January 2, 1858 [ s biind 8c
6  Other income, mmmg!mmmgasoummwmcmammw{m 6 4,500. Dep: (see {2) Sacial security {3 Relationship [(#) Check the box if qualiies for (se instructions): | 8d |
7 Grossincome. Add lines Sand6 . . PG B G $ 8 $ A iWG i 7 73,700. 1f more (1) First name Last name rumber foyou Gth:m thzm _%_
mﬂ Exp Entefﬂvnensesfor use of your home only on line 30. than four [ 0 &
8 Advertising. . . . . | 8 18 Office expense (see NETH 50. -l 8g |
Car and truck expenses 19 Pension and profit-sharing plans . | 18 and check h
(see i & ver & 9 7,260. | 20  Rent or lease (see instructions): here . . B ] T
LU andfees . |10 ), Yeticles and 20a Income 12 Totalamount from Formis) W-2, box 1 (see instructions) | 1a | 50,000. ——
:; w-!m:mlabv((m :; 21" Othub\x:osnrm o —:1” b Household employee wages not reported on Formis) W-2 . b 18|
Dopia Repeis ne—ee. ™S ¢ Tipincome not reported on line 1a (see instructions) g e X 1e i
13 mwm‘” 22 Suppbos(mllndudodlanlll] 22 W-2 here. Also —
deduction  (not —_— atoms O Modcadepayrmmsnotmpoﬂodemﬂs]W?(uekwwﬂws) 1d
incuced i Pat - (see i RS 6 . = W-20 and o Taxable dependent care benefits from Form 2441, line 26 1o 8l
instructions) 13 2,400. | 24  Travel and meals: E 1099-R i tax 4
i N | 240 was withheld. 1 EWWﬂWM!mFm&m.hm & 11
(mwuunmmm)i . 14 b D P fyou did not g Wages fromForm8919,line6 . . . . . . . . . e e e e oo 19 ] 8m
15  Insurance (other than health) | 15 1,000. S . | 240 1,000. m“m h Other eamed income (see instructions) C . P ] 0. 8n
16 Interest (see instructions): 25  \Utilites . . . 25 1,650. - i ““plythdbcﬂ(aimlltl:ﬂml) 1 Iiﬁ 80
a Mortgage (paid to banks, etc) | 16a 3,B800. | 28 Wagsstinssanploymcredm) 26 6,000. 2 Add lines 1a through 1h 8 N o B W e BN e @@ o w | IR 50,000. _§
b Other . . . 16b 27a  Other expenses (from line 48) . 27a 800. AttachSch.B | 23 Tax-exemptinterest . . . | 2a b Taxable interest 2 | 1,700.
17 %wﬂmm 17 600. b __Reserved for future use . 2Tb f required. 3a Qualifieddividends . . . | 3a 3,000.| b Ordinary dividends . 3b 3,000. .—&-
28 Total expenses before expenses for business use of home. Add lines 8 through 27a . . . . |28 24,560. 4a IRAdi R ™ b Taxable amount . T 8r
29  Tentative profit or (loss). Subtract line 28 fromline7 . . . . . 5 29 49,140. (s § Sa Pensionsandannuitles . . | Ba b Taxable amount . 5b |
30 mmmuanlmmmmmmmmummammrmm Deductionfor—| g, Soclal security benofits . . | 6a b Taxable amount . . les 8s
- " w4
Lrikies ielng e  Saa m’m ¢ Ifyou elect 1o use the lump-sum election mathod, check here (sée instructions) 5 D Iiﬂ
Wmmnm&lumtmmewmmmnm separstely )
it i i BT e o tDa” | 7 Capital gain or oss). Attach Schedule D if required. If not required, check here O |7 | i | | Bt
Method Worksheet in the instructions to figure the amount to enter on fine 30 . . . . . |30 s | & "Omuriocoms from Schende 1, e 10 " s ig%;;g%'a/ u
31 Net profit or (loss). Subtract line 30 from line 29. 7 m 9 Addlines 1z, 2b, 3b, 4b, 5b, b, 7, and 8. Thlsl:ymvmdincm 9 156, :
« ifa profit, enter on both Schedule 1 (Form 1040}, line 3, and on Schedule SE, line 2. (if you g ) 25500 10 - Aduatrstcss 1o \acoma e Schedie 1, fne 20 T 30 6,703, 8z
checked the box on line 1, see instructions.) Estates and trusts, enter on Form 1041, line 3. 31 49,140 * Head of 11 Subtract line 10 from line 9. Thanyoulldlundmimom W & 1 149,487,
« Ifaloss, you must go to line 32. B 19400 12 Standard deduction or itemized deductions (from Schedule A) 12 | 25,900, i or1040-NH Iil"le.ﬁ 'ﬂ'l 102 490
32 If you have a loss, check the box that describes your investment in this activity. See instructions. -lyeu-f-c: 13 Qualified business income deduction from Form 8995 or Form 8995-A . 13 18,997. ‘- =
box
 If you checked 32a, enter the 10ss on both Schedule 1 (Form 1040), line 3, and on Schedule S 14 Addlines 12and 13 . . . 14 44,897
SE, line 2. (If you checked the box on line 1, see the line 31 instructions.) Estates and trusts, enter on 32a [ A investment is at risk. :“"m- 15 Subtract line 14 from ling 11, nmorlmmt-r-w Thmsynw:umhmo-m 15 104,530
Form 1041, line 3. 32b [] Some investment is not e
+ if you checked 32b. you must attach Form 6198. Your loss may be limited. atrisk. = ooy = PR o 1080 2222
For Paperwork Reduction Act Notice, see the separate instructions. BAA REV 01728723 TTW Schedule C (Form 1040) 2022




Documentation

matrix
case study, pg 107

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

Note: All documents must be from
the most recent 2-year period. The
borrower must sign all tax returns
and year-to-date information.
Request business tax returns when
the borrower has 25% or greater
ownership interest in a business.

MGIC

Form 1040: U.S. Individual Income Tax Return)
with all applicable schedules and W-2s

Schedule C: Profit or Loss from Business

Schedule E, Part Il: Income or Loss From
Partnerships or S Corporations

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

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

Schedule K-1 (Form 1120-S): Shareholder’s
Share of Income, Deductions, Credits, etc.

Form 1120-S: U.S. Income Tax Return for an 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

Partnership Agreement: may be required

Corporate Resolution: may be required

Sole

Partnership

e ppe——
x || x | x | x
X
x | x
X
X
X
X
\, X J\, X X I\
X
X | x




Now what?
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3 key concepts

case study, pg 6




Noncash expense

m Expenses deducted from taxable income that do not
require actual cash payment

m Common types of “noncash” expenses
» Depreciation
» Depletion
» Amortization

m Add back to cash flow if included in total expenses
m Schedules C, E, & F and business returns




IRS limited loss/expense

m Limits loss/expense a taxpayer can deduct
from taxable income

m Most common limited expense:
» Meals

m ‘Nondeductible” portion must be deducted
from cash flow

m Schedule C & E and business returns




Recurring & nonrecurring income and expense

m Recurring
» Income: Expected to continue 3 or more years
» Expense: Day-to-day cost of business operations

m Nonrecurring
» Income: One-time occurrence
(e.g., sale of an asset, prize)
» Expense: Extraordinary one-time occurrence
(e.g., casualty loss)







John & Ginny Borrower

m Married, no dependents

m John has an interest in
3 companies

m Ginny has an interest in
2 companies

m Own 3 rental properties
» Schedule E, page 1

MGIC




Meet John Borrower

m Sole proprietor of Tech in a Sec
» Schedule C

m 20% partner in Tanglewood Realty
» Partnership (1065) Schedule K-1

m 50% shareholder of Digital Network
Systems, an S Corporation

» S Corporation (1120-S) Schedule K-1
» Form 1120-S
» SEB W-2 may also be required

MGIC

Form 1040: U.S. Individual Income Tax
Return) with all applicable schedules
and W-2s

Schedule C: Profit or Loss from
Business

Schedule E, Part Il: Income or Loss
From Partnerships or S Corporations

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

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

Schedule K-1 (Form 1120-S):
Shareholder’s Share of Income,
Deductions, Credits, etc.

Form 1120-S: U.S. Income Tax Return

for an S Corporation with all applicable
schedules

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

Vanu da NRada Duafil O 1 an~

Partnership

2D (General,

Proprietorshipl_imited or LLC)

S Corporation Corpo




Partnership
(General, S Corporati

Sole
Prophriletors Limited or Corporation on
p )

Form 1040: U.S. Individual

Income Tax Return) with all x x x x

applicable schedules and W-2s

Schedule C: Profit or Loss from x
Business

Schedule E, Part IlI: Income or
Loss From Partnerships or S x x
Corporations

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

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

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

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

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

Year-to-Date Profit & Loss
P P/ T S PR A Y 4 A 4 A V4 A 4

Meet Ginny Borrower

m 50% partner in Westchester
Development, LLC (property
owner)

» Partnership Schedule K-1
» Form 1065
» Form 8825

m 100% owner of Interior
Innovations, Inc.

» SEB W-2
» Form 1120



Schedule C

Sole Proprietorship
case study, pg 24-28




Schedule C

m Sole proprietorship
» Single business owner
» Report profit and loss on Schedule C
» All profits flow directly to owner
» Owner pays taxes on profits

» [n some instances, an LLC may be filed with
Schedule C




SAM Cash Flow Worksheet

Limited IRS deductions

X | SCHEDULE C - SOLE PROPRIETORSHIP * Meals
* Travel & entertainment

MName: TechlInASec

3 Net Profit (Loss): LINE 21

4 ‘WWWWM?WH

5  Depletion: LNl 12

6  Depreciation: | NE 12 '

7 | Meals or Meals and Entertainment Exclusion: [ INE 245 {

B Nonrecurring income
& expenses

2  Business Use of Home: LINE 30

g9 Business Miles: page |, part IV, LINE 443 S V¢ . Other income
10a X Depreciation Rate 2021: 50.26, 2020: 50.27, 20189: 50.26 > . Other expenses
10b =Total Mileage Depreciation
11 A.mortizatior‘ Casualty Losi[only if noted): page 2, part V Non-CaSh eXpenSGS
RETL * Depreciation

* Depletion
« Amortization

MGIC

30



Meet John Borrower

m Sole proprietor of Tech in a Sec
» Started in 2009
» Schedule C

MGIC




Schedule C

Case study,
page 25

Is the business in
existence?

MGIC

SCHEDULE C
(Form 1040)

Go to www.irs. for

Profit or Loss From Busine
(Sole Proprietorship)

Depantmaent of the Treasur
Internal Revenue Service

Y|
Attach to Form 1040, 1040-SR, 1040-NR, or 1041; pa

Name of proprietor
John Borrower

aq_including product or service (see s

Is there a demand for the
business product or
service?

Department of the

vw.irs.gov/ScheduleC for instructio

What is the location and
nature of the borrower’s
business?

OMB No. 1545-0074

2022

Intemal Revenue Service 6 Form 1040, 1040-SR, 1040-NR, or 1041; pa ust generally file Form 1065. Asxcuem?;n 09
Name of proprietor Social security number (SSN)
John Borrower 000-00-0000

B Enter code from instructions

l1 4 90

C Business name. If no separate business name, leave blank.
Tech in a Sec

Business address (including suite
City, town or post office, state, and ZIP

s

LCibom o a-an e i

T
15 Insurance (other than health) | 15

16 Interest (see instructions): _-‘
a Mortgage (paid to banks, etc) | 16a
b Other . . . . . . 16b

Legal and professional services | 17
Total before for by
Tentative profit or (loss). Subtract line 28 from

-
S

8BE

Expenses for business use of your home. Dg
unless using the simplified method. See inst
Simplified method filers only: Enter the total
and (b) the part of your home used for business:
Method Worksheet in the instructions to figure the
31 Net profit or (loss). Subtract line 30 from line 29.
= If a profit, enter on both Schedule 1 (Form 1040), line
checked the box on line 1, see instructions.) Estates and tn
« If a loss, you must go to line 32.
32  If you have a loss, check the box that describes your investment in

Form 1041, line 3.

A Principal business or profession, including product or service (see in; s)
Computer Repair Service

=W

» If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3}
SE, line 2. (If you checked the box on line 1, see the line 31 instructions.) Estates

= If you checked 32b, you must attach Form 6198. Your loss may be limited.

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

For Paperwork Reduction Act Notice, see the separate instructions.

BAA

32



SCHEDULE C

Profit or Loss From Business

(Form 1040) torship)

Department of the Treasury|

Gemmhwl&hﬁdmfwmwhwmm

OMB No. 1545-0074

2022

Internal Revenue Service Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships must generally file Form 1065. s.qm,h 09
Name of proprietor Social security number (SSN)
John Borrower 000-00-0000

A Principal business or profession, including product or service (see instructions) B Enter code from instructions
Computer Repair Service 8 114090 I

c Busi name. If no i name, leave blank. D Employer ID number (EIN) {see instr.)
Tech in a Sec

E Business address (including suite or room no.) 1400 W Commercial Ave

City, town or post office, state, and ZIP code

«=xT oM

I8N income

Jackson, TN 38305

Accounting method: (1) [XICash  (2) [JAccrual  (3) [JOther (specify)

Did you “materially p: pate” in the of this
If you started or acquired this business during 2022, check here . .

Did you make any payments in 2022 that would require you to file Form(s) 1099‘? See uns'!mc!lom.'
If “Yes," did you or will you file required Form(s) 10997 .

during 20227 If “No," see instructions for limit on losses .Yn CONo

Gross receipts or sales. See instructions for line 1 andchscklhcboxrllﬂshcomwasucmedmyouuon

Name: TechinaSec

3 NetProfit (Loss): LINE 31
4 Deduct nonrecurring incomefadd nonrecurring loss or expense: LINE 6
5 Depletion: [INE 12
6 Depreciation: LINE 13
7 Meals or Meals and Entertainment Exclusion: LINE 24
§  Business Use of Home: LINE 30
9 Business Miles: page 2, part 1V, LINE 443
102 xDepreciation Rate 2022: 50.26, 2021: §0.26, 2020: $0.27
[lob  =Total Mileage Depreciation
11 Amortization/Casualty Loss (onlyif noted): page 2, part V

SUBTOTAL

*Miles

§ 46,040.00

Form W-2 and the “Statutory employee” box on that form was checked 1 97,200
2  Retumns and allowances . 2
3 Subtract line 2 from line 1 3
4  Cost of goods sold (from line 42) 4
5  Gross profit. Subtract line 4 from line 3 - 5
6  Other income, including federal and state gasoline or ruer tax credit or re(m\d (see instructions) . 6
7 Gross income. Add lines 5 and 6 7
m Expenses. Enter expenses for business use of your home only on line 30.
Advertising . . . . 8 18  Office expense (see instructions) . | 18 50.
9 Car and truck expenses 19 Pension and profit-sharing plans . | 19
{seeinstructions) . . . | 9 7,260.| 20 Rent orlease (see instructions): |
10 Commissions and fees . 10 a Vehicles, machinery, and | 20a
11 Contract labor fsee instructions) | 11 b Other business property . | 200 |
12 Depletion 12 21 Repairs and mai - IS 21
13 Dopreciation and section 179 22 Supplies (not included in Part un 22
expense deduction (not Mo
included in Part Ill) (see 2 Taxesend icenses . - L2
Instructions) 13 2,400. | 24  Travel and meals: i_‘
14 Employee benefit programs a Travel. - | 24a |
(other than on line 19) . 14 Deductible meals (see
15  Insurance (other than health) | 15 1,000. Instructions) . . 290
16 Interest (see instructions): 25 Utilties . |25 |
a  Mortgage (paid to banks, etc) | 16a 3,800. | 26 Wagesgesunmaymmcawus) | 26 |
b Other . . . . . . 16b 27a Other expenses (fromline 48) . . | 27a
17 Legal and professional services | 17 600. b__Reserved for future use . 27b
28  Total expenses before expenses for business use of home. Add lines 8 through 27a . - . |28 | 24,560.
29  Tentative profit or (loss). Subtract line 28 from line 7 . | 29 | 49,140.
30  Expenses for business use of your home. Do not report these expenses elsewhere. Attach Form 8829
unless using the simplified method. See instructions.
Simplified method filers only: Enter the total square footage of (a) your home:
and (b) the part of your home used for . Use the Sis
Method Worksheet in the instructions to figure the amount to enter on line 30 30
31 Net profit or (loss). Subtract line 30 from line 29.
« I a profit, enter on both Schedule 1 (Form 1040), line 3, and on Schedule SE, line 2. (If you
checked the box on line 1, see instructions.) Estates and trusts, enter on Form 1041, line 3. 31
i a loss, you must go to line 32.
32  If you have a loss, check the box that describes your investment in this activity. See instructions.

= If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. (If you checked the box on line 1, see the line 31 instructions.) Estates and trusts, enter on
Form 1041, line 3.

32a [ Allinvestment is at risk.
a2b [] Some investment is not

b del




Two types of depreciation MGIC

Business equipment or machinery Vehicle depreciation

——

34



Actual expenses vs. standard deduction

Actual Depreciation No further

Expenses i?nirl}tél:ﬂ%d add backs

business
miles x
depreciation
factor

Standard Depreciation
deduction is reflected

PR g 0 |

U o

Add back
depreciation

Vil E



Schedule C (Form 1040) 2022 Page 2
Cost of Goods Sold (see instructions)
33 Method(s) used to
value closing inventory: a Cost b [ Lower of cost or market ¢ [ Other (attach explanation)
34 Was there any change in costs, or val between opening and closing inventory?
f Yes,"aftachexplanation . . . . . . . . . . . . . . . . . . . .. . o e O Yes B Ne
35  Inventory at baginning of year. If different from last year's closing inventory, attach explanation . . 35 26,000.
Purc] | t of | withdrawn fs | a 15,000,
° ° ° °
Business Miles x Depreciation Rate
40 Addlines35through® . . . . . G M e N S W o o N B oE Ew w aw |LA0 43,000.
41 Inventoryatendofyear . . . . . . . . . . . . . .. ... s 15,000.

42 Costof s sold. Subtract line 41 from line 40, Enterthe result hereand onlined . . . . . . 42 28,000.
m Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 9 and

are not required to file Form 4562 for this business. See the instructions for line 13 to
Form 4562.

find out if you must file

43 When did you place your vehicle in service for business purposes? (month/day/yeary 01/01/2019

44 Of the total number of miles you drove your vehicle during 2022, enter the number of miles you used your vehicle for:

a Business . 12,000 b Commuting (seeinstructions) e Oter 8,000
45  Was your vehicle available for personal use during off-duty hours? B Yes O Ne
46 Do you (or your spouse) have another vehicle available for personal use?. F Yes D No
47a Do you have evidence to suppon your deduction? . X ves [ ne

b If“Yes*isthe evidencewritten? . . . . . . . . . . . . L Yes [ no

Other Expenses. List below business expenses not included on lines 8-26 or line 30.
Dues 100.
Laundry 400.
Casualty Loss 300.
48 Total other expenses. Enter hereandonline27a . . . . . . . . . . . . . . . . |48 800.

REV 0172823 TTW

Schedule C (Form 1040) 2022

Year

Standard Deduction

MGIC

Depreciation

2020

57.5¢

27¢

2021

56.0¢

26¢

1/1/22 through 6/30/22

58.5¢

26¢

W W N U AW

10a
10b
11

7/1/22 through 12/31/22

Name: TechinaSec

62.5¢

26¢

Net Profit (Loss): LINE 31 49,140.00
Deduct nonrecurring income/add nonrecurring loss or expense: LINE 6 S (4,500.00)
Depletion: LINE 12
Depreciation: LINE 13 2,400.00
Meals or Meals and Entertainment Exclusion: LINE 24b ('S 1,000.00 )
Business Use of Home: LINE 30
Business Miles: page 2, part IV, LINE 44a *Miles,

x Depreciation Rate 2022: $0.26, 2021: 50.26, 2020: 50.27

=Total Mileage Depreciation
Amortization/Casualty Loss (only if noted): page 2, part v

SUBTOTAL $ 46,040.00

36



Where to find business miles MG'C

Up to 6 business vehicles

One business vehicle

Schedule C - Part |V, Line 44(a)

IRS Form 4562 - Section B, Line 30

Section B - Information on Use of Vehicles
Schedule € (Form 1040) 2022 Page 2 Complete this section for vehicles used by a sole proprietor, pariner, or other "more than 5% owner,” or relaled person. If you provided vehicles
Cost of Sold (see instructions) 10 your first answer the in Section C 1o see if you meet an exception to completing this section for those vehicles.
(a) (b) () (d) (e) (U]
33 Method(s) used to " \ o e ) 8
Horgin oy o . s . P m 1 PO PO RELL NS 5 El‘omm ek Y 30 Tolal businesainwesiment milss drvon during Vehicie 1 Vehicle 2 Vehide 3 Vehicle 4 Vehide 5 Vehide 6
Rl ipai ok st e deidionty o ot o el Weeti opaning s closlng Inventor? O ves - the year (don't include commuting miles) |
31 Total commuting miles driven during the year .
35  Inventory at beginning of year. If different from last year's closing inventory, attach explanation . 3s 26,000. 32 Total other personal (nommmmmg,
38  Purchases less cost of tems withdrawn for personal use 36 15,000. ISR .. oo oo aiaianae el
37  Costof labor. Do not include any amounts paid to yourself . ar 33 Total miles driven during the year. Add
| lines30through32 , .. ............
38 Materials and supplies 38 2,000. 34 Was the vehicle available for personal Yos | No | Yes | No | Yes | No | Yes | No | Yes | No | Yes | No
39 Other costs. 30 use during off-dutyhours?, . . . .. ......
35 Was the vehicle used primarily by a more
40 Add lines 35 through 39 . |40 $3.000. than 5% owner or related person?. . . . . . . .
a Inventory at end of year . a1 15,000.
42 Cost of goods sold. Subtract line 41 from line 40. Enter the result here andon lined . . PR 42 28,000. 36 Is amlher vehicle ilabl 'Of L I m’
EIA  information on Your Vehicla. Campleto:this part only if you an claiming car or truck expensas.on line 8 and Section C - Questions for Employers Who Provide Vehicles for Use by Their Employees
fire.Niot required to:file. Form 4062 Tor:this. business. Sew;the instiuctions for ine 15:t0 finc. ot if you must fle Answer these questions to determine if you meet an exception to completing Section B for vehicles used by employees who aren't
more than 5% owners or related persons. See instructions.
43 When did you place your venicle in service for business purposes? (month/day/year) 01/01/2013 37 Do you maintain a written policy 1t that prohibits all p | use of vehicles, including commuting, by | Yes | No
44 Of the total number of miles you drove your vehicle during 2022, enter the number of miles you used your vehicle for: yOllI' empws? """""""""""""""""""""""""""""
= b g b R i A 38 Do you maintain a written policy that prohibits p Il use of vehicles, except commuting, by your
a USINesSSs mmuting (see ins C! 'S) < L. . . . "
T g ? employees? See the instructions for vehicles used by corporate officers, direclors, or 1% or more owners . . ......
45 Was your vehiclo available for personal use during off-dutyhours? . . . . . . . . . . . . . . . [X Yes 0 ne 39 Do you treal all use of vehicies by employees as p L I
B D e e e Rl e Ve aale g MUSe?. . . . o e e e . . DDvYes O Ne 40 Do you provide more than five vehicles to your employees, obtain information from your employees about the
use of the vehicles, and retain the information received? . ..... i B R S Bk S5 RS Shn BEe e s
78! DO YOUNAVS VIENC 10 SO YOUrdRICHONT? » o+ - n = =l s e s s s e o s Elves  [lme 41 Do you meet the requirements concerning qualified automobile demonstration use? See instructions « « + « + . « . . . .
b N*Yes istheevidencawritten? . . . . . . . . . . ... . .. Yes O No Note: ||EUI answer to 37, 38, 39. 40, or 41 is "Yes," don't comgls!e Section B for the covered vehicles.




Cross Check to determine if standard deduction was taken MGIC

Information on Your Vehicle. Complete this part only if you are claiming car or trucl ses on line 9 and . .
are not required to file Form 4562 for this business. See the instructions for li ; must file C h eCk| n g th em ath .
Form 4562. =
Miles x  Std Ded
When did you place your vehicle in service for business purposes? (month/day/year) 01/01/2019 _ 7 _
6,000 x .585 = $3,510 Line 9 = $7,260
Of the total number of miles you drove your vehicle during 2022, enter the number of miles you used your vehicle for: —
6.000 x .625 = $3,750
Business 12,000 b Commuting (see instructions) ; / $7 260
b
Was your vehicle avallable for personal use during off-duty hours? X Yes
Do you (or your spouse) have another vehicle avallable for personaluse?. . . . . . . . . . . . . . Yes
Do you have evidence to support your deduction? . . . . . ... L. P Expenses. Enter expenses for business use of ypef home only on line 30.
i omie el 8 Advertising. . . . . 8 rde s (see instructions) . | 18 50.
: : 9 Car and truck expenses 19 profit-sharing plans . | 18-
(see instructions) . . . 9 1,260. |20 (see instru Sched C
10 Commissions and fees . 10 a icles, machinery, and equi
Standard - g
Year Dl Depreciation 11 Contractlabor (s00 nstrctions) | 11 b Other business propety . . . [20b
12 Depletion . . . . . 12 21 Repairsand maintenance . . . | 21
13 Depreciation and section 179 22 Supples (not included in Part Il . | 22
2020 57.5¢ 204 e i e -
in Part s | | |7 TUEEEIEEERe eocoss
instructions) . . . . [13 2,400, | 24  Travel and meals:
2021 56.0¢ /26¢ D i .
i (other than on line 19) . 14 b Deductible meals (see
1/ 1é2§Oth2'gUgh 58.5¢ 26¢ 15 Insurance (other than health) | 15 1,000. nstructions) . . . . . . . 24 1,000.
/30/ 16 Interest (see instructions): 25 Utiitles . . . . . . . . 25 1,650.
7/1/22 through 62.5¢ 26¢ a  Mortgage (paid to banks, etc) | 16a 3,800.)26 Wages (ess employment credits) | 26 6,000.
12/31/22 : b Oher . . . . .. 16b 27a Other expenses (from line 48) . . | 27a 800.
17 al and professional services | 17 600.| b Reservedforfutureuse . . . |27b
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Schedule C (Form 1040) 2022

Page 2

Cost of Goods Sold (see instructions)

<] Method(s) used to

value closing inventory: a [x] Cost

If “Yes," attach explanation .

b [ Lower of cost or market

¢ [ Other (attach explanation)
34 Was there any change in determining quantities, costs, or valuations between opening and closing Inumlcry?

O Yes B No

35 Inventory at beginning of year. If different from last year's closing inventory, attach explanation . | 35 26,000.
26 12 000
] o L] ]
Business Miles x Depreciation Rate
40 Add lines 35 through 39 . 40 43,000.
41 inventory atend of year . a1 15,000.
42 Cost of goods sold. Subtract line 41 from line 40. Enter the result here and on line 4 . 42 28,000.

Information on Your Vehicle. Complete this part only if you are cleumlng car or truck expenses on line 9 and
are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must file

Form 4562.

43 When did you place your vehicle in service for business purposes? (month/day/year)

or/01/2019

44 Of the total number of miles you drove your vehicle during 2022, enter the number of miles you used your vehicle for:

8 Business

0 b Commuting (see

45  Was your vehicle available for personal use during off-duty hours?

46 Do you (or your spouse) have another vehicle available for personal use?.

47a Do you have evidence to support your deduction? .

If “Yes.” is the evidence written?

.. © Other

. X ves O Ne
.EY-: DNo

. X Yes ] No

Other Expenses. List bolow business expenses nol inciuded on ines 8-26 or ine 30.

.. Dues 100.
...Laundry 400.
.. Casualty Loss 300.

L4 800.

48 _ Total other expenses. Enter here and on line 27a .

REV 012823 TTW

Schedule C (Form 1040) 2022

MGIC

Name: ~TechinaSec 202
3 NetProfit (Loss): LINE 31 $ 49,140.00
4 Deduct nonrecurring income/add nonrecurring loss or expense: LINE 6 $ (4,500.00)
5 Depletion: LINE 12
6  Depreciation: LINE 13 $ 2,400.00
7 Meals or Meals and Entertainment Exclusion: LINE 24b (s 1,000.00
8  Business Use of Home: LINE 30
9 Business Miles: page 2, part 1V, LINE 442 *Miles 12,000
102 xDepreciation Rate 2022: 50.26, 2021: 50.26, 2020: $0.27 § 0.26
100 =Total Mileage Depreciation $ 3,120.00
11 Amortization/Casualty Loss (onlyif noted): page 2, part v
SUBTOTAL § 49,160.00
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Sehadule C (Form 1040) 2022

Pags 2

[  Cost of Goods Sold (see instructions)

33  Method(s) used to

value closing inventory: a Cost b [ Lower of cost or market

g

H “Yes," attach explanation . . . . . . . . . .

Inventory at beginning of year. If different from last year's closing inventory, attach explanation . . .

Purchases less cost of items withdrawn for personal use . .

Materialsandsupplies . . . . . . . . . . .

OMBECOME: o & = & %% miso s & 8 B w @ & & SR B e

35
36
a7 Cost of labor. Do not inciude any amounts paid to yourself . .
38
39
40

Addlines35through39 . . . . . . . . . . . . . . . . .. 5 %@

41 Inventoryatendofyear . . . . . . . . . . . . L . . 4 44w e e

42  Cost of goods sold. Subtract line 41 lmmlmadn Enter the result here and on line 4 P

¢ [ Other (attach explanation)
Was there any change in determining quantities, costs, or valuations between opening and closing inventory?

[ Yes & No

| s | 26,000.
R 15,000.
.|
.. a8 2,000.
.. |99
.. | 43,000.
R I 15, 000.
) 28,000.

Infor ion on Your Vi

. Complete this part only if you are claiming car or truck expenses on line 9 and

are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must file

Form 4562.

43 When did you place your vehicle in service for 7

yea) 0170172018 ..

Of the total number of miles you drove your vehicle during 2022, enter the number of miles you used your vehicle for:

45  Was your vehicle available for personal use during off-duty hours? . . . . .

12,000 bG (see instructions) ¢ Other

8,000

46 Do you (or your spouse) have another vehicle available for personaluse?. . . . . . . . . . .

4T7a Do you have evidence to support your deduction? . . . .

If “Yes," isthe evidence written? . . . . . . . .

. X ves O Ne
. Bves [Odne
. X ves O Ne

X Yes [ Ne

Other Expenses. List below business expenses not included on lines 8-26 or line 30. _

Dues 100.
B R — 400.
48 _ Total other expenses. Enter hereandonline27a . . . . . . . . . . . . . . . . ] 48 800.

Schedule G (Form 1040) 2022

MGIC

Name: ~ Techina Sec A0
Net Profit (Loss): LINE 31 $ 49,140.00
4 Deduct nonrecurring income/add nonrecurring loss or expense: LINE 6 $ (4,500.00)

5 Depletion: LINE 12

6 Depreciation: LINE 13

7 Meals or Meals and Entertainment Exclusion: LINE 24h

8 Business Use of Home: LINE 30

9 Business Miles: page 2, part IV, LINE 4
10 xDepreciation Rate 2022: 50.26, 2021: $0.26, 2020: 0.27
106 =Total Mileage Depreciation

11 Amortization/Casualty Loss (only if noted): page 2, part v

SUBTOTAL

$ 2,400.00
($ 1,000.00 )

*Miles| 12,000

0.26

§
$ 3,120.00
$ 300.00

§ 49,460.00
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Effect on cash flow analysis

MGIC

X | SCHEDULE C - SOLE PROPRIETORSHIP 2022 2021
Name: TechinaSec 2022 2021 + -
3 Net Profit (Loss): LINE 31 S 49,140.00 S 32,000.00
4  Deduct nonrecurring income/add nonrecurring loss or expense: S (4,500.00)
5  Depletion: LINE 12
6 Depreciation: LINE 13 S 2,400.00 S 2,200.00
7  Meals or Meals and Entertainment Exclusion: LINE 24b (S 1,000.00 ) (S 800.00 )
8  Business Use of Home: LINE 20
9  Business Miles: page 2, part IV, LINE 442 *Miles 12,000 *Miles 11,500
10a x Depreciation Rate 2022: $0.26, 2021: 50.26, 2020: 50.27 s 0.26 $ 0.26
10b =Total Mileage Depreciation S 3,120.00 S 2,990.00
11 Amortization/Casualty Loss (only if noted): S 300.00
SUBTOTAL $ 49,460.00 $ 36,390.00'
/12 = $4,122 /12 = $3,033

/24 = $3,577
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Purpose of cash flow analysis

Verify qualifying income that is:

» Stable

» Likely to continue







Training -
SEB webinars

mgic.com/training/seb

MGIC

Skill-based 60 minutes Skill-based 60 minutes Skill-based 60 minutes

Self-Employed Borrowers —
Focus on Getting Started and
the Sole Proprietor

Recorded Session
Available any time

View training details »

*Evaluating Self-Employed
Income During Tough
Economic Times*

Recorded Session
Available any time.

Register Watch now

View training details »

Self-Employed Borrowers —

Focus on Partnerships and S

Corporations

Recorded Session
Available any time

View training details »

Self-Employed Borrowers —
Focus on Rental Income

Recorded Session
Available any time

View training details »

Self-Employed Borrowers —
Focus on Corporations and
Financial Statements

Recorded Session
Available any time

View training details »

Can I Use Rental Income
From a Business-Owned
Property?

Recorded Session
Available any ume

View training details »
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mgic.com/seb

MGIC

MG“ Rates  Underwriting  Ordering/Servicing  Traiming  Tools  Blog  About MGIC

Self-employed borrower and
income analysis worksheets

Editable, auto-calculating cash flow analysis worksheets for the 2022
tax year,

MGIC > underwriting >

Updated self-employed
borrower and income analysis
worksheets

2022 tax year. Outfitted for speed and accuracy, our editable
and i are fitted ifi for loan
officers and mortgage pros. MGIC's self-employed borrower
(SEB) and income analysis worksheets are uniquely suited for
analyzing:

+ Cash flow and YTD profit and loss (PEL)
« Comparative income

+ Liquidity ratios

+ Base/variable income

* Rental income

Get the worksheets »

“I've been using MGIC worksheets for years and think
they're fantastic! I haven't found any other
worksheets that are as functional or as easy to use as

MGIC's.”

Amanda, Underwriter

o 0z

Request access to the worksheets
Complete this form to gain instant access to our SEB worksheets: SAM Cash Flow Analysis with P&L,

Comparative Income Analysis and Liquidity. You can also access our Income Analysis and Rental
Income worksheets from this page.

Emily
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MGIC
worksheets

MGIC

MG

‘ Rates  Underwriting  Ordering/Servicing  Training  Tools  Blog  About MGIC Get a quick quot

¥

Cash flow analysis worksheets for tax year 2022

Choese from MGIC's editable, 10 analyze self-employed borrower cash flow, income from
employment and non-employment sources, and rental income.* In addition to our downloadable worksheets, you can link ta line-
by-line help explanations for personal and business tax returns following the SAM cash flow method by using our Schedule

Analysis Method (SAM) Worl

SEB and income analysis
worksheets and resources

Updated for tax year 2022,

MGIC > underwriting > seb >

/\Su\‘ump\uyedL\unnnwwnzh:h«els ) ( ncorm snd rental workabsets -} Knuaumnamsauws\

PLEASE NOTE: Worksheets must be downloaded and saved before editing.

Self-employed borrower worksheets

Our editable and auto-calculating worksheets are uniquely suited for analyzing cash flow and YTD profit and loss (PEL), comparative income and liquidity.
PLEASE NOTE: Self-employed borrower worksh must be and saved to your computer before editing them,

SAM Cash Flow Analysis Comparative Income Liquidity
and P&L Analysis

Auto-calcula urrent and quiek
ratios. )

y business type
eturns and PRL statements.

(e and displays
current income trending. { 23)

Download and save the worksheet » Download and save the worksheet » Download and save the worksheet &

Download and save for Mac (Excel Download and save for Mac (Excel Download and save for Mac (Excel
required) » required) » required) »

Income and rental worksheets

Calculate income (base, overtime, bonus, commission, etc.) and review the cash flow of rental and investment properties quickly with our auto-calculating
worksheets, PLEASE NOTE: Income Analysis and Rental Income worksheets must be downloaded and saved to your computer before editing them

Income Analysis Rental Income
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Infographic:
Characteristics
of 5 common
self-employed
businesses

MGIC

CHARACTERISTICS OF 5 COMMON
SELF-EMPLOYED BUSINESSES MG C

Sole
Proprietorship

In mortgage lending a
self-employed borrower
is a person who owns
25% or more in an active
business.” Review,
analysis and calculation
of a self-employed
borrower’s income can be
tricky, but understanding
business structuresis an
important first step.

LLC

7143866 2/23

Partnership

S Corporation
o]

&

Corporation

« A limited liability company
is a hybrid business
« No associated tax forms

« Can file using any of the
structure-based IRS forms

« 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
« Profit/loss is passed to individual partners
« Each partner pays tax on their share of income

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

» Business: Files IRS Form 1065

« A legal entity that has a limited number of stockholders
«Profit/loss is passed to individual stockholders

« 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

« A legal entity that exists separate from owners who
are shareholders

« Profits are distributed to shareholders via dividends

« The corporation pays taxes

+ Shareholder: Can receive 1099-DIV and/or W-2 income
« Business: Files IRS Form 1120

TAKE THE NEXT STEP: Attend an MGIC webinar
to gain the critical skills you need to evaluate
self-employed borrowers’ income.

Register now at
mgic.com/training/seb

*Fanrie Mae Selling Guide, December 2022
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Connect with us

MGIC

Twitter: mgic.com/twitter

MGIC Connects blog: mgic.com/blog
LinkedIn: mgic.com/linkedin
YouTube: mgic.com/youtube

Facebook: mgic.com/facebook




MGIC

Thank you for
choosing MGIC

mgic.com




