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© 2024 Radian Group Inc. All Rights Reserved. 550 East Swedesford Road, Suite 350, Wayne, PA 19087. Radian Group Inc. and its 
subsidiaries and affiliates make no express or implied warranty respecting the information presented and assume no responsibility for errors 
or omissions. Redistribution or reproduction of all or part of the contents without Radian’s prior written consent is expressly prohibited. All 
information contained herein is subject to change without notice. 

The content presented is intended to convey general information and is for informational purposes only and does not constitute legal or 
accounting advice or opinions. An attorney or accountant should be consulted for specific information. 

General scenarios: All programs and availability are subject to credit, underwriting and property approval. Programs, rates, terms and 
conditions are subject to change without notice. Other restrictions apply. Determination of eligibility for a particular program or exemption is 
made by the relevant authority and not by Radian Group Inc. or its subsidiaries and/or affiliates

This communication is provided for use by real estate or mortgage professionals only and is not intended for distribution to consumers or 
other third parties. This does not constitute an advertisement as defined by Section 1026.2(a)(2) of Regulation Z. 





Objectives
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 Regular vs. recurring

 Business structures

 Reviewing tax returns

 Schedule C income calculation

What we’ll discuss 
today
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Recurring Income
Look at the history of receipt and 
trends to help predict the future of the 
income stream

Regular Income
Check to make sure income is 
predictable and consistent



Business 
Structures
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Sole Proprietor

Partnership

S Corporation

Corporation

Limited Liability Company (LLC)
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Type Documents 
to Request

Also Focus 
On Key Income Adjustments Risks to Look For

Sole 
Proprietorship 

1040 Schedule C  Business Use of Home
 Depreciation 
 Depletion 

 Non-recurring other income or losses 
 Reserves for self employment tax 
 Accrual method accounting – distorts the 

borrower’s cash flow and revenue 

Partnership 1040 
K-1, W-2* 
1065 ≥ 25%
*If Applicable 

Schedule E 
K-1, W-2 
1065 

 Guaranteed Payments 
 Non-recurring Income / Losses 
 Depreciation 
 Depletion 

 Non-recurring other income or losses 
 Ability to sustain guaranteed payments 
 Consistency of revenue and profitability 
 Positive sale and earnings trend 
 Liquidity to support income withdrawals 

S Corporation 1040 
K-1, W-2* 
1120S ≥ 25%
*If Applicable 

Schedule E 
K-1, W-2 
1120S 

 Non-recurring Income / Losses 
 Depreciation 
 Depletion 

 Non-recurring other income or losses 
 Consistency of revenue and profitability 
 Positive sales and earnings trend 
 Liquidity to support income withdrawals 

Corporation*
*Fannie Mae requires 
100% ownership to use 
1120 income for 
qualifying. 

1040 
W-2 
1120 
1125-E 

Schedule B 
W-2 
1120 
1125-E 

 Non-recurring Income / Losses 
 Depreciation 
 Depletion 

 Non-recurring other income or losses 
 Consistency of revenue and profitability 
 Dividends paid to borrower 
 Positive sales and earnings trend
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What is Business Use 
of Home?
If the borrower is conducting 
business from the home, they are 
permitted to write off a portion of 
their home expense as a business 
expense and reduce their taxable 
income. 

Since we are already considering 
the borrower’s housing debt, we 
would be double-counting this 
debt obligation if it was not added 
back to qualifying income. 



Two Primary Goals
When analyzing tax 
returns for qualifying 
income
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Understand the income trends of the 
borrower and determine if income is 
regular and recurring. 

Address adjustments on the tax return 
that differentiate taxable income from 
qualifying income. 



Tips for Reviewing

Do the 1040 Schedules & Forms 
support the figures?

Cross-check information for any 
inconsistencies

Check the flow of information 
from previous years
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Calculating 
Schedule C Income
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IRS Schedule C (Form 1040)Fannie Mae Cash Flow Analysis (Form 1084)
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Year Depreciation 
Rate per Mile

2023 $0.28

2022 $0.26

2021 $0.26

2020 $0.27

2019 $0.26

If using mileage from 44a:

Depreciation = Miles from 
44a × mileage factor*

* Mileage factor currently found in IRS website

https://www.irs.gov/pub/irs-drop/n-23-03.pdf
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You can only use Amortization / Casualty Loss 
from 27a. Other



What is 
Amortization?

20

 Amortization is the process of spreading out an 
intangible asset’s cost over the asset’s life

 Intangible assets are identifiable assets but are not 
physical objects

 Examples include franchise fees, patents, 
copyrights and cost of obtaining customer lists

COST



What is 
Casualty Loss?
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 Casualty loss is a sudden or unexpected loss, 
damage or destruction of property 

 It is deductible during the taxable year the loss 
occurred

 Examples include flood, hurricane, tornado, fire, 
earthquake, or volcanic eruption



Where to find 
Amortization & 
Casualty Loss 
(ACL)
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“Casualty Loss” or “Amortization” 
may be included here



Any Questions?
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Radian's Self-Employed Cash Flow Analysis 
Calculator is designed to assist you in 
underwriting loan applications from self-
employed borrowers for coverage with Radian 
mortgage insurance.

Find it on Radian.com
Go to Menu  Tools  
Self-Employed Cash Flow Calculator

Or click here

Radian’s Self-Employed 
Cash Flow Calculator 

https://www.radian.com/tools-and-technologies/tools/self-employed-cash-flow-calculator?utm_source=training&utm_medium=webinar-presentation&utm_campaign=schedule-c


Thank you 
Thank you for attending this Radian webinar session.

Look for additional resources, 
updates & training in the 
“Thank You” email.

Explore more learning content & webinars
Visit Radian National Training

Have questions about Radian or MI? 
Contact your local Radian Account Manager

https://www.radian.com/news-and-knowledge/training?utm_source=training&utm_medium=webinar-presentation&utm_campaign=schedule-c
https://www.radian.com/account-manager-finder?utm_source=training&utm_medium=webinar-presentation&utm_campaign=schedule-c
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