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Objective

Learn to use the Genworth Business Income & Stability Calculator and
P & L Calculators to assist in complying with recent Fannie Mae and
Freddie Mac self-employed borrower policies

— First be sure you have taken the Genworth webinar COVID-19 Updates for Self-
Employed Borrowers and are familiar with the policy updates as they are not fully
covered in this session
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Fannie Mae COVID-19 Updates

Fannie Mae LL-2020-03 & FAQs.

@) Fannie Mae
Lender Letter(LL-2020-03) Updetu . 5,200
0
Moy 19, 2000
Wy 8, Jeue
Max 331 2000
N 13, 2000
To: All Fannie Mae Single-Family Sellers
Impact of COVID-19 on Originations
e oty .3 of (0D 1y here
e ge Tar adimy %
8t priwty
T ut Lotar & to p3srens & raavhier of gueshem and ntutry pertrery =
uuumr-umuuumdmb ™ o
byt e -

Cpates  Loncter Latter o0 Jon 13, 3222, spciuted Jub ¢ 000

B d » M2
1o 8 in5s th entend spghcation dabet to Aeg 33, 3258

Wete Sat we sius cpcste sur (DI040 AQ ieeding)

Mmﬂ&wuhm

R T iide s T L L

AGTIO0, 10 LaNGHr LaDW 00 Moy 18 3335

. L sagdnl S sushais and 1l 4 " v for e
pry por-y

*  Acatomal rpEeeTiey . e T wicing G
AO215000 3 Lander Latter on May & 2500, wpdated A L1 7530, ol 8, 3530
+ & o o for ry Gebout to Jus. 3. 2000 This covtent
Wl et |
Al L i Lk i, ofiz canirly
s Y
. E o - dan Sl aiabit nder ey Nee
~ s -

A ety
emaherrent valdaton 1hrougy U DU vasdation servee P DATED Just L0 2000 and Ml 1 2000 with rew sflective
date

SR e Mer LITDE Papriel

https://singlefamily.fanniemae.com/media/22316/display  https://singlefamily.fanniemae.com/media/22326/display

How to Use the Business Stability and Income Worksheet

&) Fannie Mae
COVID-19 Frequently Asked Questions - Selling

Updatad: il 01,2090

-mummnn—umu—”mrmumwmnm-nmm
wveral policy oreat 40 suppont morgage orginations.  Thess FAQS providhs add un the 7 policies. We
Wil be ackding mare FAQN, thersions we s00oumge you (o check i freguemity for wpdates - reder 1o the * WA or "UNGATID™
otations after he guetiun

Contents
Resources
FAQ
General
Undetmtiing
tncome - Ceceol
\acnme - Selt Employed
tnx orew - Vartabie
Fmplayment
Assem
Docuthentation
Deskaop Undderwriter® (DU validation Serve
Tempor ary Purthate sod Melimance Eligititty
Acpraaaly
Posser of Aoy (POA|
Notartestion
Chuning and Title
Quality Contrad
Seling Loy i Forbearance

Resources

An 3 reminder, we have publuhed Sefing, Acormaal, snd Servicng Lender Letten, frivery reisied puidarce (inciuding FAQU ang
halpful sfurmation regarding policies refated to COVID-19. Other ressueces are avarlabsle om sur oo e

FAQs
General

QL Do Fannie Mas's exinting dissster policies in ihe Seiling Cuoile apply to the COVID- 19 pandemic !

Mo, Fanrie Mas's sadsting polues related to disasters & ool apprly 10 loses imsscted by COVD-I0 trtesd,
fenders can lollow the pedance in Lender Letters LL 2000 93 impacy of COMD 19 00 Ongsnotres and L1 2020 04,

00N Farvvw bles  TDI20N0 PagelwIr

5 Genworth 3

Mortgage Insurance

\0/,


https://singlefamily.fanniemae.com/media/22316/display
https://singlefamily.fanniemae.com/media/22326/display

Fannie Mae LL-2020-03 Effective June 11, 2020
And Remains Effective Until Further Notice

Due to the pandemic’s continuing impact on businesses throughout the
country, lenders are now required to obtain the following additional
documentation to support the decision that the self-employed income
meets Fannie Mae’s requirements:

— An audited year-to-date profit and loss statement reporting business revenue,
expenses, and net income up to and including the most recent month preceding the
loan application date; or

— An unaudited year-to-date profit and loss statement signed by the borrower
reporting business revenue, expenses, and net income up to and including the
most recent month preceding the loan application date, and two business
depository account(s) statements no older than the latest two months represented
on the year-to-date profit and loss statement. Lenders must review the two most
recent depository account statements to support and/or not conflict with the
information presented in the current year-to-date profit and loss statement.
Otherwise, the lender must obtain additional statements or other documentation to
support the information from the current P & L.

Note: The year-to-date profit and loss statement must be no older than 60 days as of the note date consistent with current Age of Documentation requirements in LL-2020-03
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Fannie Mae LL-2020-03 Effective June 11, 2020
And Remains Effective Until Further Notice

Lenders must review the profit and loss statement, and business
depository accounts, if required, and other relevant factors to determine
the extent to which a business has been impacted by COVID-19. The
lender can use the following guidance when performing the assessment
of business operations and stability and must complete the business
Income assessment based on the minimum additional documentation
described in LL-2020-03. In some instances, the lender may find it
necessary to obtain supplemental documentation as listed in the LL-
2020-03. Lenders must review and consider:

—Business Operations

—Business Income

—Business Stability

—Business Income Calculation Adjustments
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Freddie Mac COVID-19 Resources

COVID-19 Resources
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Valuation, Post Funding Quality Control reviews, Notarization, Title
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Freddie Mac Bulletin 2020-19

Updates to COVID-19 impact on

originations:

= Temporary requirements and
guidance for self-employed income
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Freddie Mac Bulletin 2020-19

These temporary requirements are effective for Mortgages with Application Received on and
after June 11, 2020 and until further notice. It is encouraged to implement these requirements
to loans in process.

Due to the pandemic’s continuing impact on businesses throughout the
country, lenders are now required to obtain the following additional
documentation:

— An unaudited YTD profit and loss statement (P & L) reporting business revenue, expenses,
and net income up to and including the most recent month preceding the loan application date
and be dated no more than 60 days prior to the Note Date. It must be signed by the borrower.
and

« Two months business account statements no older than the latest two months represented
on the YTD P & L statement; or

— An audited YTD P & L reporting business revenue, expenses, and net income up to and
including the most recent month preceding the loan application date and be dated no more
than 60 days prior to the Note Date.

Additional documentation may be needed to supplement the minimum required documentation in
order to effectively assess the impact of the pandemic on the business.
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Freddie Mac Bulletin 2020-19

These temporary requirements are effective for Mortgages with Application Received on and
after June 11, 2020 and until further notice. It is encouraged to implement these requirements
to loans in process.

Reviewing YTD P&L statements, business account statements and other
documentation

= The Seller must determine if the business revenue, expenses and net income documented in
the unaudited YTD profit and loss statement are reasonably consistent with the revenue and
expense cash flow documented on the business account statements

= |f the information on the YTD profit and loss statement is not reasonably consistent with the
information on the business account statements, additional documentation (e.g., month-to-
month or quarterly trending for YTD profit and loss, additional months and/or more recent bank
statements) must be obtained to support the information and resolve the discrepancy

= |f the unaudited YTD profit and loss statement cannot be supported by business account
statements and/or other documentation, the self-employment income is not eligible for use in
qualifying

= |f the unaudited YTD profit and loss statement is supported, or if an audited YTD profit and

loss statement is used, proceed to determining the current level of stable monthly income as
outlined by Freddie Mac. See next slide.
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Business Stability and Income Review Worksheet & UW Certification

COVID-19 Guidance Resource

LenderLoan#: |

Borrowers Name:

Business Mame:

Taxform:

[065MZ0SM20M5chedule CiSchedule F]

Income Assessment comparing v TO net business income fram the vear to date PEL statement to histarical business income

Cash Flow Analysis for tax returns providedinfile

Yearlz) used for qualifying income

Total Met Business Income

‘W2 Earnings from business

Hiztarical Business Income uzed
to Clualify:

$0.00

2020%TOPEL - "Make sure to complete a Cash Flow Analysis of the Business P&L . then transter applicable figures to this worksheet

Tatal Met Business Income

‘W2 Earningsiguaranteed
pavments from business

Select option that corresponds to YearfYears used for Total Qualifying Income from Business [for example - 2019 °iF 2019 was used for qualifying purposes, o
“Thiz amiount should be the Total Business Income you calculated for that individual business per Self-Employed Cazh Flow Analysiz Formin file

"Thig should be Borrower's w2 Earnings from the azzociated Business if applicable

Ba=ed on Self-Employed Cash Flow Analysis Formin file - this amount should correspond with Total bew Business Income above [E15 +« BIE] {12 months

Mumber af Manths Covered

Feriod ending date of Pl [Enter MonthiDaytYear]

Met Income { Mumber of Months
Covered

#OIMIO!

Business Income Caloulation Adjustment when the lender determines current year net business income has been impacted by Covid13

#DIV/0!

1)If zurrent business income impacted by Covidld is less than historical monthly income caleulated using the Form 1084831 Cash Flow
Analysis, butis stable atits current level, reduce the amount of qualifying income calculated on the Cash Flow Analysis to no more
than the current level of stable income as determined by the business income adjustments

2]l current business income impacted by Covidld is more than the historical income calculated using the Form 10344031 Cash Flow
Analysis, no more than the current stable level of income calculated using Form 1084 can be used to qualify the borrower

This amount is lessor of Scenario 1 & 2 for gualifying- However, IF income is NOT stable, NO income can be used to gualify

LINKS to Fannie Mae / Freddie Mac Bulletins for details on how to Assess the Impact of COVID-19 on Business:
M o F anmie Mas Buletnf - ;
M 1o Freddi Maz Bulletin{ - ;

Continued on next slide
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Business Stability And Income Wor

[es,MoMia)

Hawe business operations been maintained or modified to suppart continued business income?

I= the business continuing to operate in the current location or an alternate location suitable for business operations?

I= there a demand for the product or service currently offered by the businesz?

I= the business operation andfor revenue kemporarily restricted due ko skate shelter in place, stay at home or other similar stake or lacal or

I= the impack to the business operations negligible due to the nature of the business?

] B i ility: Yes,MoMiA)

Does the P&L identify a significant imb alance between expenses and revenue that may impact financial stabilig? Or have modifications wo
current business operations been made to correct this imbalance?

Do prior years buginess tax returns demonstrate ample financial liquidity due to a history of retained earnings ?

Do current business account balances [excluding Paycheck Protection Program) PPP or other similar Cowid1d related loans or grant(s]
the financial ability of the business to operate given current market and economic conditions?

BUSINESS ASSETS REYIEWED: “Only required if Unaudited P&L or Additional Documentation is required

ksheet

Fonth One Fonth Twao
Eank hame: Eank hame:
Eeqinning Balance Eeqinning Ealane
Deposits | Deposits
Diebits and Checks Diebits and Check)
Ending Balance Ending Balance Reminder: An‘y‘ Pa‘y‘check
Fonth One Fonth Two
kM kM Protection Program (PPP) Funds
Beginning Balance {Beainning Balzne or other similar COVID-19 related
Depasits Depasits
Debits and Chesks Debits and Check loans or grants must be excluded
Ending Balance Ending Balance from Deposits a nd Qua |if‘,r‘il'lg
Manth One Month Two
Eank hlame: Eank hlame: Ba Ia nce
Eeqinning Balance Eeqginning Balanc:
Deposits | Deposits
Diebits and Checks Diebits and Check)
Ending Balance Ending Balance

Confirm buziness iz depositing zufficicnt fundz to zuppart incoms uzed in qualifying

| certify that | have reviewed the required documentation and validated that the income from all qualifying businesses is aceeptable to proceed

Underwriter llame Diate

e offer this calculabor b help yon with calculating and analyzing purpases.
This calculator provides suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines.

In nz event shall Genwearth be liable for any direc, indirect, incidnetal, punitive, or consequential dJamages of any kind whatzover with rezpeck to the uze of thiz caloulater,

How to Use the Business Stability and Income Worksheet 10
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The Process

Analyze the tax Returns as you normally would using the Fannie Mae
Cash Flow 1084, Freddie Mac Form 91, SAM or other similar worksheet

— Follow guidelines for review of one or two years most recent business returns

—When two years are analyzed, total the two years and divide by 2

— Note any W-2 associated with this business is kept separate for purposes of data

entry onto the Business Stability and Income Worksheet
209 208 | NoTEs |

Q Schedude X-1 Form 11205 - Shareholdar's Share of Income

*Review Line 14d for a
s Ordinary Income (Loss) {Line 1)* +/ 55,000.00 50,000,00 | distributior
b Net Rental Real Estate, Othar Nar Ramal Income [Loss)
e 3y id ba ¥ bl
10 | Form 11205 - Adjustments to Business Cash Flow Pl isductions; such as
! Amortization or Casualty Losy
a. Nonrecarring Other {income) Loss (Lines 4, 5) +/- 0.00
b Deprociation (Line 14, mcluding 8825 Line 14) ' 2,500.00
¢ Depiation (Line 15 + 0.00
d. Amortation/Casualty Logs (Revig w Atachment Redatod
! . t 0.00
to Line 19°%
Mortgsg N ¢ I |
= 00
(A
f. Non-deductible Trawal and Entactanment Expeimes (Schedule — - - -
- 10,000.00 8,000.00

M-1, Line 3b)

Subtotal (S 00.00)

Con wnership (From Schedule K-1) 50.00 50.00 5 | 551,250 ¢ 547,250
| Total Form 11205 [Ta | is3:250.00) 15 2 750,001 | 98,500 /2= 549,250 Withou!
t t t + ~| the W-2 woge
Total 5. Corp Income $51,250.00 S$A47,250.00
IRS Form 1040 - individual income Tax Return i 2019 2018 | NOTES
1 W:2 Income from Self-Employment + 100,000.00 90,000.00 ‘ 4t )
' { *Only wdd back the eligible
2 Schedule B Interest and Ordinary Dividends "Other” deductions. s ,lrp. 8%
t Income from Self-Employment (Line 1) 1 Amortization or Casualty Loss
b Dividends from Self-Employment (Line 5) ‘ $100,000 + $90,000 =
NP 2 o s = | $190,000/2 = 535,000
How to Use the Business Stability and Income Worksheet 11
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IRS Form 1120S - S Corporation Earnings mm

9 Schedule K-1 Form 1120S - Shareholder’s Share of Income

a. Ordinary Income (Loss) (Line 1)* +/- 55,000.00 50,000.00
b. Net Rental Real Estate; Other Net Rental | L

: et Rental Real Estate er Net Rental Income (Loss) o 0.00
(Lines 2, 3)*

10 | Form 1120S - Adjustments to Business Cash Flow
a. Nonrecurring Other (Income) Loss (Lines 4, 5) +/- 0.00
b. Depreciation (Line 14, including 8825 Line 14) + 2,500.00 2,500.00
c. Depletion (Line 15) + 0.00
d. Amortization/Casualty Loss (Review Attachment Related
. + 0.00

to Line 19**)
e. Mortgages or Notes Payable in Less than 1 Year (Schedule L,

. - 0.00
Line 17d***)
f. Non.-deductlble Travel and Entertainment Expenses (Schedule B 10,000.00 8,000.00
M-1, Line 3b)
Subtotal = ($ 7,500.00) (S 5,500.00)
Percent Ownership (From Schedule K-1) 50.00 - 50.00 ’/f
Total Form 1120S = ($ 3,750.00) ($2,750.0
Total S-Corp Income $51,250.00 $47,250.00

IRS Form 1040 - Individual Income Tax Return 2019 2018

*Review Line 16d for a
distribution

**Only add back the eligible
“Other"” deductions, such as
Amortization or Casualty Los

***Follow specific investor
guidelines. Adjustments
may not be required if there
is evidence these roll over
regularly, itis verified to be a
line of credit orif the busines
has sufficient assets to cover
the liability.

$51,250 + $47,250=
$98,500 /2= 349,250 Withou
the W-2 wage I

*Only add back the eligible
"Other” deductions, such as
Amortization or Casualty Loss.

1 W-2 Income from Self-Employment + 100,000.00 90,000.00
2 Schedule B - Interest and Ordinary Dividends
a. Interest Income from Self-Employment (Line 1)
+

b. Dividends from Self-Employment (Line 5)

$100,000 + 590,000 =
$190,000/2 = 595,000

$49,250 Average Business Income and $95,000 Average
SEB W-2 Wages Will Be Entered Onto The Worksheet

How to Use the Business Stability and Income Worksheet
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The Process

Complete the loan information including tax form reviewed
— Note there is a dropdown box to select the type of tax form review

Genworth, .

Business Stability and Income Review Worksheet & UW Certification

COVID-19 Guidance Resource

Lender Loan #: .
Barrowers Name:
Business Mame:
TaxFarm
IEA 1065
Henz
1en

Inzome Aszessment comparing ' T net businesz income from

Cash Flow Analysis for tax retuns provided in file

Schedule fEss income
SeheduleF

Year(zlused for qualifying income

Select option that comesponds toYear®ears used for Total Qualifying Income from Buziness [for example - 2003 "t 2013 was used for qualifying purposes, o

Tatal Met Business Income

"Thiz amaount should be the Tatal Business Income you caleulated For that individual business per Seli-Employed Cazh Flow Analysiz Formin File

w2 Earnings from business

"Thiz should be Barrawer's W2 Earnings from the associated Buziness if applicable

Histarical Business Income used

ta Gualify:

$0.00

Bazed on Self-Employed Cazh Flow Analysis Formin file - “this amount should corespond with Tatal Mew Business Income above [B15 « B16) 1 12 months

How to Use the Business Stability and Income Worksheet 13
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The Process

Complete the tax return analysis done using the drop down

Income dszessment comparing Y T0 et business income from the year to date PEL statement ta bistarical business income

Cash Flow Bnalysis for tas retums provided in fle

Yearls) used for qualifvingincome
Tatal Net Business Inaome
W2 Earnings from business

Histerical Business lneome used
to Clualify:

urcdfor Bualifeiglrom.: airespands to Yearfears used far Toral Qualitying Income from Busines: (Far example - 2013 i 2013 waz uzed for qualifying purposes, ¢
01z idbie the Tatal Business Income you caleulated for that individual buziness per Self-Emplayed Cash Flaw Analysis Farmin fle

zoir

ZO19IZ01E Average iier's W2 Eamings from the assoiated Business i applicable

c1EAEIT Averaqe

$0.00

Bazed on Sell-Emplayed Cash Flow Analysis Form in file - this amaunt should carrespand with Tatal hew Business Income abaove (B9 « E16] 12 manths

2020YTOPEL -"Make sure to complete a Cash Flow Analysis of the Business P&L, then transter applicable fiqures to this vorksheet

Tatal Net Business Income

W2 Earningsiguaranteed
payments from business
Number of Marths Covered
Nt Income ! Number of Manths
Cavered

How to Use the Business Stability and Income Worksheet 14

Periad ending date of PEL (Enter ManthdDaytear|

#ONI
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The Process

Enter the numbers you calculated onto the calculator as indicated
— The calculator will then determine the Historical Business Income Used to

Q u al Ify fl e I d ::::::)lwnershnp (From Schedule K-1) (55;((512000) (55:.:0-02) | $51,250 + $47,250= y
11 come Asessment comparing 1D et usess come fom theyeartodae PBL iatement ok :::':;: :::Se - | ‘;:ﬁ;‘_’g")* (;:7"7255%% e
12_ 1 | W-2 Income from Self-Employment + 100,000.00 90,000.00
13 Cash Flow Analysis for tax returms provided in file 2| Schedule 8- nterestand Ordinary Dividends ;%E’éi‘g%}%gii{%i%ﬁ
el R S R ——
15 Total Net BusiessIcomne $4825000 | “Tis anourt el e 2 : : 10000722 535,000
16{ W2 Eamings from business §95,000.00 | *This shoukd be Borower's W2 Eamings from the associated Business if applicable
=
* HistoriclBusessIcome ses o —
18 Qualify: §12000.83 | Based on Se-Employed Cash Fow Anahysis Form infile - *this amount shoukd comespond with Tota! New Business Income above (815 + 816} 12 months
g
20 020D paL*

21 Total Net Busiess Income | Use the Genworth P& L
-t calculator to assist in

W2 Earings/guaranteed payme | determining the Total Net

G \)\/e need to go to the P & L Calculator

) from t(lSlﬁESS Business Income
Bi Number of Months Covered Period ending date of PAL (Enter Moatn)Day/Year)
et Income { Number of Months
24 Covered ool
5 *Verify the consistency of the declared expenses on the ? &L to the historical expenses deciared on the business tax retum
Ny,
How to Use the Business Stability and Income Worksheet 15 Genworth 71,..\‘ .
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The Process

Review the P & L
— To complete the 2020 YTD P& L field ,adjustments to Net Income fromthe P & L
may be necessary; Use the Genworth P & L tool to assist in determining the

20
21

22
23

24
25

Total net Business Income fromthe P & L

2020 YTD P&L* e—
Total Net Business Income

W2 Earnings/guaranteed payments
from business

Number of Months Covered

Net Income / Number of Months
Covered

o
Use the Genworth P & L
calculator to assist in
determining the Total Net
Business Income
]

#DIV/0!

How to Use the Business Stability and Income Worksheet

16

Ordinary Income/Expense
Income
Painting
Retall Paint Sales
Markup Income
Total Income

Cost of Goods Sold
Cost of Goods Soid
Towal COGS

Gross Profit

Expenses
Payroll Expense
Depreciation
Credit Card Fees
Insurance
Rent
Interest Expense
Telephone
Professional/Legal Fees
Office Expense
Equipment and Tools
Utilities
Actvertising
Board Fees
Intermet

Meals and Entertainmer

Total Expenses
Net Orclinary Income

Other Incomae, /Expenses
Other Income
Mizc Income
Interest Income
Total Other Income

Net Other Income

MELINCOME

Davincl Residential Painting

Profit and Loss

January 1, 2020 to June 30, 2020

anuary 1 —June 30

$3,000,000
41,000,000

54,000,000

2439.500

Genwor

Mortgage Inst

th

Ny,
AN



The Process

Use the P & L Calculator to Adjust the Income Fromthe P & L
— Click on tab for type of business you are reviewing

Genwnrth* %_
Morlgage Insurance Form 1065 and 1120S P & L Review

COVID-19 Guidance Resource
P & L Net Income +/- |

Depreciation

Amortization

+
Depletion +
+
+

Mon-recurring Casualty Loss

MNon-recurring Income -

Other -
P & L Business Sub-total = 50.00
% of Ownership from K-1 %
Total Net Business Income® = 50.00

*Lenders may want to consider current business liquidity/solvency before consideration of business income

e | Schedlule C & F | Form 1065 & 11205 | Form 1120 | ()

LI

How to Use the Business Stability and Income Worksheet 17 Gsnw'or!:h 7,\ .



The Process

Adjust the P & L Net Income as allowed by your investor; Typical
adjustments are for depreciation, depletion and non-recurring income
— Start with Net Income from the P &L

Genwurth
et ket "'*‘ Form 1065 and 11205 P & L Review

COVID-19 Guidance Resource

(= R = TR B = 7 & B 8

P & L Net Income +/-
Depreciation

Amortization

+
Depletion +
+
+

Mon-recurring Casualty Loss

—
)

=
=

Non-recurring Income
Other -
P & L Business Sub-total =
% of Ownership from K-1 %o
Total Met Business Income® =

a4
i

.
rea

i
LA

$0.00

—t
-

.
Ln

$0.00

How to Use the Business Stability and Income Worksheet 18 Genworth ’/ N
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Davinci Residential Painting
'he Process
January 1, 2020 to June 20, 2020
January 1 — June 30

There was no depletion or Orcinary Income/Sxpense

Fainting 53,000,000

amortization or non-recurring et e Saies 5160000

Markup Income
54,000,000

casualty loss so next subtract non- Total Income

Cost of Goods Sold

recurring items Cost o Goous Soi 200,000

Gross Profit 51,500,000
Genworth 3 %
- = Expenses

Mortgage Insurance "{r+1\‘ Fﬂrm 1055 End 11205 I PF;'.ITO“ Expense 5 250,000
Depreciation 5 5,000
Credit Card Fees 5 120,000
P &L Net Income 5433,500.00 Insurance s 90,000
Depreciation 55,000.00 Rent S 65000
i Interest Expense 5 50,000
Depletion 50.00 Telephone 5 25000
Amortization Sﬂm Professional/Legal Fees 5 20,000
} Office Expense 5 30,000
Mon-recurring Casualty Loss 50.00 Equiprment and Tools 5 200,000
Liilities 5 13,000

B Advertising S 50,000
Mon-recurring Income Board Fees S 12,500
Other Internet 5 50,000
. Meals and Entertainment 5 75000

P & L Business Sub-total Total Expenses 1,065,500
% of Ownership from K-1 Met Ordinary Income S 434500

: *
Total Met Business Income Other Income/Expenses

Other Income 5 ]

Misc Income 5 5,000

Interest Income 5 o

Total Other Income 5 5,000

Met Cther Income 5 5 000

MET INCOME — 5 439,500

Nty
How to Use the Business Stability and Income Worksheet 19 G?nw.or!:h EA D



Davinci Residential Painting
'he Process
January 1, 2020 to June 20, 2020
January 1 — June 30

For a Partnership or S Corp be sure  cranarymncone/epene

Painting 53,000,000

to adjust based on percent of Fera i ol s1.000.00
ownership from the K-1

Total Income 54,000,000

Cost of Goods Sold

1Y Cost of Goods Sold 2 500,000
Genwﬂ,rth = = Total COGS 2,500,000
AL
Mortgage Insurance r+'| Fﬂrm 1055 End 11205 F Gross Profit 51,500,000
Expensss
P & L Net Income $439,500.00 Payroll Expense $ 250,000
o Depreciation 5 5,000
Depreciation 55,000.00 Credit Card Fees s 120,000
- Insurance 5 90,000
Depletion 50.00 - e  es.000
Amortization 50_{}:] Interest Expense 5 S0, 000
. Telephone 5 25,000
MNon-recurring Casualty Loss 50.00 ProfessionalfLegal Fees s 20,000
Office Expense 5 30,000
Equipment and Tools 5 200,000
Non-recurring Income $5,000.00 Utilimies $ 13,000
Advertising 5 50,000
Other 50.00 Board Fees s 12,500
; Internet 5 50,000
P & L Business Sub-total $439,500.00 Mesls and Entertminment s 75.000
% Df GWHEFEhip from K-1 # Total Expenses 1,065 500
. MNet Ordinary Income 5 434 500
Total Net Business Income® ${].DGT
Other Income/Expenses
Other Income 5 ]
sl Misc Income S 5,000
Interest Income 5 o
Total Other Income 5 5,000
Met Cther Income 5 5 000
MNET INCOME 5 439,500

t.l’-
Genworth 3 £,

How to Use the Business Stability and Income Worksheet 20 SR



The Process

Total Net Business Income from P &L

Calculator is Entered onto the

Business Stability & Income Calculator

Genworth 3 f;

Maortgage Insurance

P & L Net Income
Depreciation

Depletion

Amortization

Mon-recurring Casualty Loss

Non-recurring Income
Other

P & L Business Sub-total

% of Ownership from K-1
Total Net Business Income®

*Lenders may want to consider current business quuiait\f?solvency before consideration of business income

k75139

T 1 e [ A (2 0o)

e )

] Dravary bamne comme Rowe LI

132 5 w Lur

T o = e —

B L

B Oy raew v o s 77 m—
Davinc Resdertsl Pasing inc
1200 Sistne Chaped Deve

4 o o of e e w

€ S0 L whn ot S VAT

L4

o - - beoat

e
Infarmation About he Sharehoirder

L e —

X 00 X0 XXX X

T Bwwentes v stmees oby s wl 3 code

$439,500.00

$5,000.00

$0.00

$0.00

$0.00

|

$5,000.00

$0.00

$439,500.00

A40%

5175,800.00

Trw e e LT

A 144

T | T T [y ——gre———

e C \L.214)

4d 0 LR

e
116 3%

LAY

= % <3

257 HLE|

Wn B e Iy W
=

h

This calculator provides suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines

How to Use the Business Stability and Income Worksheet

Genworth 3, ,\ :
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The Process

If applicable, a current YTD pay stub or statement from the accountant

would be required.

— In this example assume YTD W-2 wages paid are $5000 as verified by YTD

paystub or similar document

— Enter number of months the P & L covers
Income Assessment comparing YTD net business income from the year to date P&L statement to historical business income

Cash Flow Analysis for tax returns provided in file

Select option that corresponds to Year/Years used for Total Qualifying

*This amount should be the Total Business Income you calculated for t

*This should be Borrower's W2 Earnings from the associated Business

Based on Self-Employed Cash Flow Analysis Form in file - ®this amount

Davinci Residential Painting

January 1, 2020 to June 30, 2020

Japuary 1 - June 30

Period ending date of PEL (Enter Month/

Year(s) used for qualifying income{2019/2018 Average

Total Net Business Income 549 250.00

W2 Earnings from business 595,000.00

Historical Business Income used

to Qualify: $12,020.83

EDED WD PELL- Profit and Loss
Total Net Business Income —] SITE,EHII].HII]]

W2 Earnings/guaranteed

payments from business - 55,000.00

Mumber of Months Covered — (.00 ! 6/30/2020
Met Income [ Number of Months

Covered 530,133.33

How to Use the Business Stability and Income Worksheet
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The Process

The calculator will compare the historical business income to qualify
from the tax returns to the YTD P & L Net Earning and enters the

lesser of the two below

Income Assessment comparing YTD net business income from the year to date P&L statement to historical business income

Cash Flow Analysis for tax returns
Year(s) used for qualifying income
Total Net Business Income
W2 Earnings from business

Historical Business Income used
to Qualify:

2020 YTD P&L*

Total Net Business Income
W2 Earnings/guaranteed
payments from business

provided in file

2019/2018 Average

$49,250.00

595,000.00

S512,020.83

/

4 5175800.00

55,000.00

Zelect option that corresponds to Year/Years used for Total Qualifying Income from Business [for example - 2019 *if 2015 was used for qualifying purposes
*This amount should be the Total Business Income you calculated for that individual business per Self-Employed Cash Flow Analysis Form in file
*This should be Borrower's W2 Earnings from the associated Business if applicable

Based on Self-Employed Cash Flow Analysis Form in file - *this amount should correspond with Total Mew Business Income above [B15+B1&)/ 12 months

|Number of Months Covered

6.00

Efﬂﬂf202ﬂ|Per'md ending date of PEL (Enter Month/Day/Year)

Net Income / Number of Months
Covered

$30,133.33

*Verify the consistency of the declared expenses on the P & L to the historical expenses declared on the business tax return

Business Income Calculation Adjustmen

$12,020.83

1)If current business income impacted by Covid19 is less than historical menthly income calculated using the Form 1084/91 Cash Flow
Analysis, but iz stable atits current level, reduce the amount of gualifying income calculated on the Cazh Flow Analysis to no more
than the current level of stable income a5 determined by the business income adjustments

2)If current business income impacted by Covid19 is more than the historical income calculated using the Form 1084/91 Cash Flow
Analysis, no more than the current stable level of income calculated using Form 1084 can be used to qualify the borrower

This amount is lessor of Scenario 1 & 2 for gualifying- However, IF income is NOT stable, NO income can be used to gualify

n the lender determines current year net business income has been impacted by Covid19

How to Use the Business Stability and Income Worksheet 23

Nt
Genworth 3, Z.

Mortgags



The Process

Answer questions about Business Operations and Business Sta

bility

— Additional documentation review and analysis may be required including a month

to month P & L, balance sheet or updated Business Plan

LINKS to Fannie Mae / Freddie Mac Bulletins for details on how to Assess the Impact of COVID-19 on Business:
LINK to Fannie Mae Bulletin for additional details
LINK to Freddie Mac Bulletin for additional details

Confirm the following to Assess the Impact of COVID-19 to Business Operation:

Have business operations been maintained or modified to support continued business income?

|5 the business continuing to operate in the current location or an alternate location suitable for business operations?

|5 there a demand for the product or service currently offered by the business?

|5 the business operation and/or revenue temporarily restricted due to state shelter in place, stay at home or other similar state or local ords
|5 the impact to the business operations negligible due to the nature of the business?

Confirm the following to Assess the Impact of COVID-19 to Business Stability:

Does the P&L identify a significant imbalance between expenses and revenue that may impact financial stability? Or have modifications to
current business operations been made to corredt this imbalance?

Do prior years business tax returns demonstrate ample financial liquidity due to a history of retained earnings?

Do current business account balances (excluding Paycheck Protection Program) PPP or other similar Covid19 related loans or grantis) support
the financial ability of the business to operate given current market and economic conditions?

How to Use the Business Stability and Income Worksheet 24

38 |

{Yes,No,N/A)

{Yes,No,N/A)
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The Process

If business asset statements were provided, enter the details below for
ease of comparison between the P & L and asset statements

— Be sure to compare the P & L to the asset statements for support and
consistency.

— Note the reminder about excluding and PPP loans or similar type loans or grants

BUSINESS ASSETS REVIEWED: *Only required if Unaudited P&L or Additional Documentation is required

Month Qne Month Two
Bank Name: Bank Name:
Beginning Balance Beginning Balance
Deposits Deposits
Debits and Checks Debits and Checks
Ending Balance Ending Balance Reminder: Any Paycheck
Month One Month Two .
N N Protection Program (PPP) Funds
Beginning Belance Beginning Belance or other similar COVID-19 related
Deposits Deposits
Debite and checks Debite and Checks loans or grants must be excluded
Ending Balance Ending Balance from DEpOSitS and Qualifying
Month One Month Two
Bank Name: Bank Name: Balance
Beginning Balance Beginning Balance
Deposits Deposits
Debits and Checks Debits and Checks
Ending Balance Ending Balance

How to Use the Business Stability and Income Worksheet
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Genworth Mortgage Insurance Credit Policy
Announcements

Genworth aligns with the GSE recent communications
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https://new.mortgageinsurance.genworth.com/guidelines

Genworth Underwriting Guidelines

A 8004445664 |2 | [T
Genworthz z. | .
N
Mortgage Insurance (gearfh Q) ® ORDER MI
® MANAGE Mi

® VIEW ACCOUNT

MI & RATES UNDERWRITING & GUIDES LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING OUR BLOG | ABOUT US

YOU-CENTRIC St Underwriting Guides & Genworth Mortgage Insurance

Credit Policy Updates
[ |
It years? L
earn

Rate Quote Sweepstakes " More

We're celebrating YOU in 2020 with opportunities to WIN BIG!
g

Regulatory Resources

Contract Services
' Underwriting

Underwriting Tips

Gift cards include: Wayfair, Target, Amazon, DSW, Home Depot | Prize levels: 5500, $250, $100, $50

Rate Express™ LOS

/| Underwriting o/
—=| Innovate Underwriting _o_ Find Rates Quick Streamline Your Systems
e KNOW MORE — GET A QUOTE NOW LET’S GO
Ny,
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Genworth Rate Express®

Genworth- "t ¢, 8004445664 | & | O

Mortgage Insurance D ( Sedirth Q) ® ORDER MI
® MANAGE MI

® VIEW ACCOUNT

MI & RATES UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING OUR BLOG ABOUT US
Rate Express ITIONS THAT MATTER Genworth Mortgage Insurance
Rate Cards

GenRATE
- a YOU year!
Master Policy Quote SweepStakes

Resources
Yl ating YOU in 2020 with opportunities to WIN BIG!
a1

Tool

Gift cards include: Wayfair, Target, Amazon, DSW, Home Depot | Prize levels: 5500, $250, $100, $50

Underwriting o/ Rate Express™ LOS
—=| Innovate Underwriting _o_ Find Rates Quick Streamline Your Systems
e KNOW MORE — GET A QUOTE NOW LET’S GO

Genworth = ,( 3

Mortgage Insurance
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LOS Connections

Genworth- "t ¢, 8004445664 | & | O

Mortgage Insurance D ( Sedirth Q) ® ORDER MI
® MANAGE MI

® VIEW ACCOUNT

MI & RATES | UNDERWRITING & GUIDES LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING OUR BLOG | ABOUT US

YOU-CENTRIC SOLUTIONS THAT MAT submit on Our Site Genworth Mortgage Insurance

LOS Connections
ar?
Learn

' BP|E Quotes & Doc
Y elivery
It s a ‘ Applicétion Forms
Rate Quote Sweepstakes More
We're celebrating YOU in 2020 with opportunities to WIN BIG! -

Gift cards include: Wayfair, Target, Amazon, DSW, Home Depot | Prize levels: 5500, $250, $100, $50

Underwriting o/ Rate Express™ LOS
—=| Innovate Underwriting _o_ Find Rates Quick Streamline Your Systems
e KNOW MORE — GET A QUOTE NOW LET’S GO
Ny,
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Training Tools and Information

~\\.‘/' ¢, 800 444.5664 | 8| Q -
Genworthz & g0 "N O
/’.‘\ = Q ® ORDER MI
Mortgage Insurance ( Search )
® MANAGE MI

® VIEW ACCOUNT

MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT TRAINING P .06 [ ABOUT US

YOU-CENTRIC SOLUTIONS THAT MATTER Course Catalog Genworth Mortgage Insurance

Live Webinar
Calendar

It's a YOU vear! 55
. Learn
Rate Quote Sweepstakes EXEHrm ‘@ More

We're celebrating YOU in 2020 with opportunities to WML SIS ‘
e

Gift cards include: Wayfair, Target, Amazon, DSW, Home Depot | Prize levels: 5500, $250, $100, $50

Rate Express™ LOS

""" L
/| Underwriting o/
——=| Innovate Underwriting _q_ Find Rates Quick Streamline Your Systems
KNOW MORE ==1 Geraauotenow LET’S GO
w\‘.‘,'
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Training Tools and Information

COUI'SE catalog ( Topic v | Search Training Courses Q]

Genworth offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line and ultimately best
serve your borrowers. With more than 70 courses in our catalog, our team is here to help you stay up-to-date on the mortgage industry U‘éi:‘g’i%':?“
and regulatory environment. Classes are all offered at no cost to you. Check out our new Featured Series below!

Browse by Role

Mortgage

5 Loan Officer
Professional

Loan Processor — Underwriter
=9 Self-Employed
Borrower Tools

Due to various internet browser versions, please downlood ond save PDF before entering dato. Please note, calculators ore updated periodicolly.

0

Browse by Topic

Fannie Mae Form 1084 Freddie Mac Form 91 Calculator Freddie Mac Form 92 Calculator

Income Calculation Toals

Calculator (2018-2019) (2018-2019) (2018-2019) B hd Raferance Guldes
SIS AN 1y Ia Carh N ow 1 Twip j0u Qo e S0 AN . 30k for Ferm 37 het Renta! inswne Calldszorn
ﬁ srrgtiwne $anrie Mae fures 1684 UEDATED Ve oy ‘uponeo UPDATED
4 $ Recorded
Schedule Analysis Method (SAM) Rental Income Caleulator (2018~ Current Ratlo - Liquidity webina rs
Calculator (2018-2019) 2019) Calculator (2018-2019)
. e = AYETTS i [ETSIITNG rYITE weome e i CHT 1M wGrEmg SARTE FWIGTy RgwITeT
A - ..éoivzo 1533 Schomde £ UPDATED —— ) UPDATED
Featured Series and
Explore and watch
3 Fannie Mae Rental Guide Fannie Mae Rental Guide on your timel
s b Ao i (Calculator 1037) (Calculator 1038)
it ety Sl At £9 T9 mdCNIN NS T |‘.‘AJK'I-€:|~'. PE rente \ e e g e ; r e *3v Fanntie
weant lessSties UFDATED r Fanme Mie 75 ool -:- , i‘; t40 Bents .

Resiunce 2.t doune Sraawiiy)

Fannie Mae For Fannie Mae Comparative

Sheet (2017-201 Analysis Form 1088 (2017-2018) income Calculation Worksheet
e — [Ty S S ———— Lise thuy foree 1 <ateatee memme.  UPDATED
I 2 ] CPANTES M (R able oMy
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Additional Ml Site Information

whatsNew il selfEmployed Borrower Tools
Homebuyer

Valuzble income calculstion tooks and reference guides for caloulatng seif-

Forbearance & Deferrals 7 . ; . : : =
It Yo [ R ) employed boorowsr income. d
@ it's 3 YOU year! 1 u | E ucatlo"
Sa year: \ | ;

T
< year Let's help first-time
April Training Sososeinzizsiesad B Tamm moms Csiuzme 003 faemelissFaem I2ilsoumac
- [ 35 e Eaae homebuyers prepare
for buying a home.
| |
- - Your no-fee
FrecdisMazform ¥t Cicdanr  Fradde Mac Form 37 Calouiane resource!
0219 oo

A

Master Policy Agreement Genworth MI community Find My Sales Representative

Partner with us. A master policy sgreement s the frsisiep &2

suomitning Mi loans w0 Genworth

OPLode 27615

The Genwaorth Office and Aclion Cenier wil be
closed on Friday, April 10, 2020 for Good
Friday. Have a safe weekend!

Contract Services Agreement
Offset fixed underaritng Costs a5 you adjust 1o the latest industry
demands? Request 2 contract senvices u"“—’“-‘-':?.’g ggreement

STAY CONNECTED

.\ /.
/.\ .

Genwort

How to Use the Business Stability and Income Worksheet 32
Mortgage Insurance



Your Genworth Resources

> ActionCenter®: 800 444.5664

» Your Local Genworth
Regional Underwriter

» Your Genworth Sales
Representative
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Legal Disclaimer

Genworth 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.

GENWORTH 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 GENWORTH 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® and HomeStyle Renovation loans 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 Genworth Mortgage Insurance

Simply UnderwriteSM is a registered service mark of Genworth Mortgage Insurance

Genworth Mortgage Insurance Offers A Comprehensive Suite Of Training

Opportunities To Boost Your Know-How, Benefit Your Bottom Line, And Serve Your
Borrowers Better. Visit mi.genworth.com To Learn More.
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