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We’re changing to remain focused on you. 

As part of our evolution, we are now known as Enact. We’re building on our trusted reputation for quality service and success with an 
increased focus on providing responsive solutions and insightful expertise for you. 

Learn more at https://pages.genworth.com/about-enact
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Genworth MI is now Enact

https://pages.genworth.com/about-enact


• Understanding Desktop Underwriter®- The Basics
• Understanding Loan Product Advisor- The Basics
• Self Employed Income the Basics Part 1- Personal Return
• Self Employed Income the Basics Part 2- Business Return

Recommended Prerequisites 

https://new.mortgageinsurance.genworth.com/course-catalog

https://new.mortgageinsurance.genworth.com/course-catalog


• Form 1084 Worksheet
• Tax Return 1040’s for Dan Designer

Materials You Will Need



Understand the meaning of “Self-Employed”

Learn to use Fannie Mae’s 1084 to calculate supportable income using tax returns. 

Complete Fannie Mae’s 1084 Cashflow Analysis

• Review Schedule C

Objective



You’ll Need



Income Worksheets/Calculator



Income Worksheets/Calculator



Income Worksheets/Calculator



The Tax Return…
The Example is Dan Designer
Dan runs a business from home. The business is a 
Sole Proprietor and he files a Schedule C.  He is a 
100% owner.

Review Line 8 to determine if a Schedule 1 has been filed



The Tax Return…
The Example is Dan Designer
Dan runs a business from home. The business is a 
Sole Proprietor and he files a Schedule C.  He is a 
100% owner.

Review Line 3 to determine if a Schedule C has been filed



The Tax Return…

Review Line 31 to determine if just 1 Schedule C has been filed

The Example is Dan Designer
Dan runs a business from home. The business 
is a Sole Proprietor and he files a Schedule C.  
He is a 100% owner.



Review Schedule C
Start with the Net Profit or Loss



Income Analysis Form 1084
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Is “Other Income” Regular and Reoccurring?
Is a Gas or Fuel Credit?
Usually No - When in doubt - Take it out!



Income Analysis Form 1084
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Business meal expenses.
You can deduct a percentage of the actual cost of a meal if the following conditions are met.
The meal expense was an ordinary and necessary expense in carrying on your trade or business;
The expense was not lavish or extravagant under the circumstances;
You or your employee was present at the meal;
The meal was provided to a current or potential business customer, client, consultant, or similar business 
contact; and
In the case of food or beverages provided during or at an entertainment event, the food and beverages 
were purchased separately from the entertainment, or the cost of the food and beverages was stated 
separately from the cost of the entertainment on one or more bills, invoices, or receipts.

Schedule C Meals

www.irs.gov

http://www.irs.gov/


Amount of deduction.
In most cases, you can deduct only 50% of your business meal expenses, including meals incurred while 
away from home on business. However, for individuals subject to the Department of Transportation (DOT) 
hours of service limits, that percentage is increased to 80% for business meals consumed during, or 
incident to, any period of duty for which those limits are in effect. Individuals subject to the DOT hours of 
service limits include the following.
Certain air transportation workers (such as pilots, crew, dispatchers, mechanics, and control tower 
operators) who are under Federal Aviation Administration regulations.
Interstate truck operators who are under DOT regulations.
Certain merchant mariners who are under Coast Guard regulations.
However, you can fully deduct meals and incidentals furnished or reimbursed to an employee if you 
properly treat the expense as wages subject to withholding. You also can fully deduct meals and 
incidentals provided to a nonemployee to the extent the expenses are includible in the gross income of 
that person and reported on Form 1099-NEC. See Pub. 535 for details and other exceptions.

Schedule C Meals

www.irs.gov

http://www.irs.gov/
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Let’s review the worksheet…



8829 Business Use of Home



Income Analysis Form 1084
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Line 27a reveals there are other expenses, let’s review page 2…



Income Analysis Form 1084

This section may indicate that the “other” expenses have been itemized 
on a statement.



Income Analysis Form 1084
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If the customer has entered expenses on Line #9 they will have an entry on Part IV or a 4562 will be attached.

Let’s look for the 4562…



4562 Page 2
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If the customer has entered expenses on Line #9 they will have an entry on Part IV or a 4562 will be attached.

If the borrower has a 4562 with related vehicle expenses, there is a Schedule C Car & Truck Worksheet. However, 
it is NOT included in the clients copy. The detailed copy typically is the tax preparer’s files only. The Worksheet 
will give you the line itemized expenses totaling the line #9 amount. 



Income Analysis Form 1084
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If a two-year average must be considered you must complete both years.

Income Trending
After the monthly year-to-date income amount is calculated, it must be compared to prior years’ 
earnings using the borrower’s W-2’s or signed federal income tax returns (or a standard Verification 
of Employment completed by the lender or third-party employment verification vendor)

• If the trend in the amount of income is stable or increasing, the income amount should be 
averaged 

• If the trend was declining, but has since stabilized and there is no reason to believe that the 
borrower will not continue to be employed at the current level, the current, lower amount of 
variable income must be used 

• If the trend is declining, the income may not be stable. Additional analysis must be conducted to 
determine if any variable income should be used, but in no instance may it be averaged over 
the period when the declination occurred



Self-Employment Fannie Mae
The lender must prepare a written evaluation of its analysis of a self-employed borrower’s personal income, 
including the business income or loss, reported on the borrower’s individual income tax returns. The purpose of this 
written analysis is to determine the amount of stable and continuous income that will be available to the borrower. 
This is not required when a borrower is qualified using only income that is not derived from self-employment and 
self-employment is a secondary and separate source of income (or loss). Examples of income not derived from 
self-employment include salary and retirement income.

The lender may use Form 1084 or any other type of cash flow analysis, including automated tools, that applies the 
same principles as Fannie Mae’s form.

A copy of the written analysis must be included as part of any loan application package that the lender submits to 
Fannie Mae for a mortgage that is selected for a post-purchase quality control review.

The lender may use a Fannie Mae-approved vendor tool to complete the written analysis and calculate self-
employment income. The lender may receive representation and warranty enforcement relief of the calculated 
amount if certain requirements are met. See A2-2-04, Limited Waiver and Enforcement Relief of Representations 
and Warranties for Mortgages Submitted to DU and Fannie Mae’s website for the list of Approved Vendor Tools.

https://selling-guide.fanniemae.com/

Fannie Mae 2021 Selling Guide B3-3.2-01, Underwriting Factors and Documentation for a Self-
Employed Borrower (12/04/2018)

https://singlefamily.fanniemae.com/applications-technology/desktop-underwriter-validation-service/du-validation-service-verification-report-vendors
https://selling-guide.fanniemae.com/


Fannie Mae  LL-2021-03
Effective for applications taken June 11, 2020 and until further notice



Fannie Mae  LL-2021-03
Effective for applications taken June 11, 2020 and until further notice



Fannie Mae  LL-2021-03
Effective for applications taken June 11, 2020 and until further notice



Fannie Mae  LL-2021-03
Effective for applications taken June 11, 2020 and until further notice



Business Income Calculation Adjustment
Effective for applications taken June 11, 2020 and until further notice

LL-2021-03



The Process
Use the P & L Calculator to Adjust the Income From the P & L

Click on tab for type of business you are reviewing



Business Stability And Income Worksheet



Business Stability And Income Worksheet
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Enact Rate Express®
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Enact Underwriting Guidelines
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Enact Training Resources



45

Enact Training Resources



• ActionCenter® : 800 444.5664
• Your Local Enact Regional Underwriter
• Your Enact Sales Representative
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Your Enact Resources



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

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

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

Collateral Underwriter®, Home Ready® and Desktop Underwriter® or DU® are registered trademarks of Fannie Mae
Loan Product Advisor®, Home Possible®, Loan Collateral Advisor® and Home Value Explorer® (HVE®) are registered trademarks of Freddie Mac
ActionCenter®, Homebuyer Privileges® and Rate Express® are registered trademarks of Genworth Mortgage Holdings, LLC
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