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Overview 
LoanBeam Income (LBI) dramatically reduces the time and effort a lender must spend to review and 
calculate a loan application. Using cutting edge Optical Character Recognition (OCR), proprietary machine 
learning, and codeless API integrations, LoanBeam converts unstructured data contained in PDF documents 
into an income calculation aligned with buyer requirements.  

The purpose of this user guide is to explain the excel-based artifact returned by LBI. 

Documents Supported 
Income is generated from the following documents: 

 

• Form 1040, 1040A,1040EZ 
• Schedules A, B, C, D, E, F 
• Schedules 1, 2, 3, 4, 5, 6 
• Form 1065 Partnership Tax 

Return 
• Form 1120S S Corp Tax 

Return 
• Form 1120 Corp Tax Return 
• Partnership K-1 (1065) 

• S Corp K-1 (1120S) 
• Trust K-1 (1041) 
• Form W-2 
• Form 2106 Employee 

Expenses 
• Form 4562 Deprec & Amort 
• Form 4797 Sale of Bus 

Property 
• Form 6252 Instalment Sale 

• Form 8825 R/E Income 
• Form 8829 Bus Use of 

Home 
• 4506-T 
• Pay stubs 
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Overall Basic Functionality 
Borrower income is presented in an excel-based artifact allowing users to review and, if necessary, adjust the 
results.  

Before diving deeper into individual tabs, there are a few general concepts you should understand about 
using any of the LBI excel workbooks.  

Tab Overview 
The LBI workbook has multiple tabs. Each tab represents different income/loss categories (e.g., Schedule C, 
Schedule E – Rental). Each tab may contain multiple entities/businesses of the same income category.  

Important Note! All tabs appear in the workbook, regardless of whether the documents uploaded contained 
income/loss from that category. Which means it is not abnormal for 1 or more tabs to be empty.  

 

Automated Trending 
Qualifying income calculations are assessed at entity/business level based on a two-year (24 month) 
lookback based on the following criteria: 

• If the calculated income for the most recent year (CY) is less than previous year (PY), LoanBeam 
will use “CY.”  
• If PY income is not present – either because of the lack of documentation or the income has been 
ignored manually – then CY will automatically be used.  
• If calculated income for CY is equal to or greater than PY, LoanBeam will use a 24-month average 
“2yr Ave”.  
• If CY income is missing then the system will assume income amount is $0 and use that in the 
trending, resulting in a qualifying income of zero dollars.  

Important Note! Default calculation method may be overridden using the blue “What was considered for QI, 
2 Yr Avg. or CY?” drop-down. 

 

Source Referencing 
Dollar amounts marked with a red triangle in the upper-right corner indicate were extracted from the 
borrower’s tax returns. Hovering your mouse over these cells displays useful source data about the amount. 
This is useful for validating data against source documents.  
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Repeated Income Groups 
LBI’s “Repeated Income Group” (RIG) structure organizes entities/businesses within each income category 
(tab). Which means, regardless of the number of entities/businesses found in the income documents, LBI will 
dynamically create as many RIGs as required to evaluate each income/loss. Each RIG is stacked one atop 
another within the tab that matches its category type, (e.g., Schedule C(1), Schedule C(2)) allowing users to 
scroll through and assess each entity/business’ qualifying income.  

 

Income Category Grand Total  
Each income category (e.g., Schedule C) is summed in a grand total at the top of the sheet in Annual and 
Monthly. This amount flows to the Summary Sheet and Main Sheet. 

 

Included and Excluded Income 
When calculating qualifying income, LBI includes data that are designated as “Included,” and excludes 
income that is “Excluded.”  

Defaults are set according to the guidelines of each investor (additional documents may be required). 
However, users may change the default designation to include or exclude income via light blue drop-down 
boxes or “X to Exclude/Include” boxes. (illustrated below) 

Include/Exclude Drop-down 
Drop-down boxes (shown below) are available in various locations of the workbook. 
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Include/Exclude/Ignore Loss Drop-down 
In some cases where line-item values are subtracted from income totals, there is a third drop-down option: 
“Ignore Loss,” which leaves the income unchanged, so as to not decrease income by the amount of the loss. 
As with the other drop-down boxes, the default designation can be manually overridden. 

 

X to Exclude 
To exclude a particular income source altogether, user may type an ‘X’ in the “X to exclude from calculation” 
box. The RIG data will turn gray and will be excluded from the category grand total at the top of the tab and 
the borrower’s total qualifying income displayed on the Summary Sheet and Main Sheet. 

 

Borrower Assignment 
By default, income is allocated to “Borrower 1” (B1). To reallocate income/loss to Borrower 2 (B2), click the 
“B1” or “Borrower 1” drop-down and select Borrower 2 to re-assign the income. This provides a convenient 
way to separate income by borrower. 
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Manual Overrides 
Figures in the “Annual Figures (Per Tax Returns)” columns are extracted directly from the borrower’s tax 
documents and are protected. To alter the values extracted by the LBI, manual override columns are 
provided.  

To return a value back to the original value extracted by the system, simply delete any data entered into the 
Manual Overrides columns.  

Important Note! Fannie Mae’s Representations and Warranties relief (R&W) process does not allow for 
manual overrides. Altered data may mark the income ineligible for R&W.  

 

Add/Subtract Indicators 
Whether a row is being added (+) or subtracted (-) from the entity’s income is indicated in a column just to the 
right of the line description. 

Important Note! Regardless of whether the data extracted from the income documents is a negative value 
or positive value does not impact whether the row is added or subtracted from the income.  

 
 

Notes 
“Notes” sections are available at the bottom of most RIG record notes about the entity. Important note! These 
notes are only captured in the workbook artifact for posterity. They are not communicated in any API 
connection or to any GSE for the purposes of R&W assessment.  
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Cover Page 
The first tab in the Excel workbook is the “Cover Page.”  

It has four main parts: 

1) LoanBeam Announcements – Used to notify users of important system and product changes. 
Application Details - Details application details, including the borrower’s name, submission date, 
“Application ID,” “Reference Number, “etc.  
Important Note! The “Reference No” may be used in Freddie Mac’s Loan Product Advisor (LPA) for the 
purposes of R&W assessment.  

2) Findings - Details file exceptions, such as documents/pages. Note: These exceptions should be 
considered informational and not a “blocker” unless your organization demands as such. However, 
qualifying income is assessed based on the documentation uploaded – any missing documentation may 
impact that number.  

3) Files Uploaded - Provides the list of documents that were uploaded to LBI.  
4) Notes – Used to capture notes which the user wished to be memorialized along with the income report.  
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Summary Sheet (FNMA SEI 1084) 
The Summary Sheet tab of the FNMA SEI 1084 displays the totals for each of the income/loss categories 
found throughout the workbook. It is specific to the FNMA SEI 1084 and adheres to Fannie Mae’s buyer 
guidelines. Entity names presented in blue hyperlinks offer users a convenient way to navigation to the 
details of that entity.  

 

Borrower Segmentation 
Borrower data is segmented by borrower. For self-employed data, LBI is capable of supporting up to two 
borrowers who SHARE a 1040 (i.e., Spouses). To calculate self-employed income for multiple borrowers with 
different 1040s, multiple LBI submissions must be completed – one per 1040. 

Income will be assigned to Borrower 1 (B1) (the person in first position in the 1040’s) unless it can be 
determined that an income belongs to Borrower 2 (B2) from the documentation. However, income may be 
reassigned to borrower 2 using the tab for that entity (covered later in guide).  

 
Wage income, however, is NOT limited to a single 1040. LBI supports up to 8 wage earners in a single 
application, but all income/loss is totalled in a single column labelled “Other Wage Borrowers’ Income.” A 
detailed break down of each person’s wages may be found on the “Wage Income” tab.  

 
 

 

 

 

 

 

(The remainder of this page was intentionally left blank.) 
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Fannie Mae Representations and Warranties Relief 
There are two ways to leverage LBI to determine R&W eligibility with Fannie Mae® (FNMA).  

1) Integrated Flow (NEW!) – With integrated flow, LBI users can communicate self-employed income 
directly to FNMA’s Self-Employed Income Calculator for R&W assessment by entering the loan’s 10 digit 
DU Case File ID into the “DU Case ID” field.  
 
If the DU Case File ID is entered into the workbook when the workbook is sent back to LBI via the upload 
process, LoanBeam will pass the ID over to Fannie Mae for R&W income evaluation. 
 
Important Note! Users may send income into FNMA as many times as they would like for an eligibility 
check WITHOUT the DU Case File ID. It is only if the user wants to record the income/loss to DU that they 
need to enter the ID.  
 
Important Note! The DU Case ID is entered once on the Summary Sheet, but is automatically recorded 
for each eligible entity (e.g., Schedule C) throughout the workbook. This provides users with the 
convenience of entering the value only once, while still allowing users to remove the ID from any 
business entity they do NOT wish to send to FNMA for R&W valuation.  

 
2) Non-Integrated Flow (Legacy) – Used by lenders for many years, this flow allows the use of income data 

presented in the “self-employed” section at the top of the screen as “self-employed” income in FNMA’s 
Desktop Underwriter (DU) (along with Special Feature Code 777) to achieve R&W relief. To be eligible, 
each business’ income must maintain its “No change” indicator to the right of the income/loss value. 
Changes to the income/loss data could negatively impact R&W.  

Important Note! All incomes/losses with the “No Change” indicator are eligible for the non-integrated 
(legacy) R&W process.  
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Other Income Types 
Income/Loss from sources other than so-called “self-employed” appear below the “Corporation” section. 
This includes income/loss that may show up on income documents, but are NOT included in the scope of 
the FNMA R&W program.  

Important income/loss totals may be found in this section, such as Rental Income or Wages.  

Important Note! Data presented in gray is not included in the borrower’s income/loss by default. That may 
be changed by using the “Main Sheet” (covered below). 

Important Note! The “Wages (Paystubs/W-2)” field displays income/loss calculated from the Wages tab 
using borrower paystubs and W-2s. If no income/loss data is available on that tab, “Wages (Form 1040, Line 
1z)” is displayed instead. Keep in mind that wages from the 1040 may already reflect income from businesses 
that the borrower owns. 

 

Qualifying Income Grand Total 
Borrower(s)’ active income/losses are combined at the bottom of the sheet in an orange box labelled “Total 
Income Per Borrower.” 

This is the monthly income the borrower qualifies for per Fannie Mae’s guidelines, but is not guaranteed 
under the R&W program. 
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Summary Sheet (Freddie Mac Form 91) 
The Summary Sheet tab of the Freddie Mac Form 91 displays the totals for each of the income/loss 
categories found throughout the workbook. It is specific to the Freddie Mac Form 91 and adheres to Freddie 
Mac’s buyer guidelines. Entity names presented in blue hyperlinks offer users a convenient way to navigation 
to the details of that entity.  

 

Qualifying Income Grand Total 
Borrower(s)’ income/losses are combined at the top of the sheet in an orange box labelled “Net Qualifying 
Income per Borrower.” 

This is income/loss grand total is calculated based on Freddie Mac’s buying guidelines but is not necessarily 
the amount which qualifies for Freddie Mac’ Self-Employed R&W program via LPA. 

 

Borrower Segmentation 
Borrower data is segmented by: 

1) Borrower 1 (B1) – Primary borrower or the person listed first on the 1040 uploaded. 
2) Borrower 2 (B2) – Second person listed on the 1040 uploaded.  

Important Note! This may be a non-borrower spouse. 
3) Other Borrowers – While LBI only supports a single 1040 for self-employed income, wage income is NOT 

limited to a single 1040. LBI supports up to 8 wage earners in a single application, but all non-B1 and non-
B2 income/loss is totalled in a single column labelled “Other Borrowers.” A detailed breakdown of each 
person’s wages may be found on the “Wage Income” tab. 

Income will be assigned to Borrower 1 (B1) unless it can be determined that an income belongs to Borrower 2 
(B2) from the documentation. However, income may be manually reassigned to Borrower 2 (covered later in 
guide).  
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Main Sheet 
The Main Sheet tab contains data from the Form 1040 and some of its schedules, (i.e., Schedules B and D, and 
Forms 2106, 4797 and 6252) which are only found on the Main Sheet, and totals from the various income 
categories contained in the other tabs (e.g., Schedule C, Rental).  

 
To access a detailed breakdown of the various income categories, click the blue “View breakdown” hyperlink 
next to the right of the category.  
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Wage Income 
The Wage Income tab displays the calculated wage income earned by the borrower(s), separated by 
employer. 

 
The Description section displays Employer and Employee information, along with the borrower’s Pay Period, 
Pay Frequency, and the number of months YTD based on the most recent Paystub submitted. 

Paystub wages are automatically assigned to Borrower 1 or Borrower 2 based on borrower name matching. If 
a Paystub name does not match a borrower, the Paystub will be assigned to “Other.” All income assigned as 
“Other” is aggregated on the Summary Sheet under “Other Borrowers.” 

To manually assign the income to a borrower, select the appropriate borrower via the Employee drop-down. 

 
If the only documents uploaded to LoanBeam are W-2 wage documents (and no tax documents are present), 
then all wage income will be assigned to Borrower 1 by default. To assign the income to Borrower 2 or Other, 
use the Employee drop-down. 

W-2 Income 
W-2 Income is extracted from Box 1 and Box 5 of Form W-2 for the previous two years. This income is used 
for the YTD + 12 and YTD + 24 calculation methods, if selected. 

W-2 Income can be updated via the Manual Overrides columns. 
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Paystub Income 
Wage income sections are broken down by income type and sub-type. They break down as follows: 

• Fixed Income (top section) 
o Base 
o PTO 
o Holiday 
o Non-Taxable 

• Variable Income (bottom section) 
o Overtime 
o Commissions 
o Bonus 
o Shift Differential 
o Tips 
o Mileage/Trip 
o Other (any income the system could not identify) 

 
To present the most conservative default calculation, variable income is excluded by default, but each 
income stream may be included individually. 
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Paystub data is separated into the following columns: 

• Current Pay (Extracted Value) – amount listed as Current Pay on the borrower’s most recent paystub 
• Current Pay Monthly (Calculated Value) – monthly income calculated from Current Pay 
• YTD Earnings (Extracted Value) – amount listed as YTD Earnings on the borrower’s most recent 

paystub 
• YTD Monthly (Calculated Value) – monthly income calculated from YTD Earnings 

 
Only extracted values may be changed using the Manual Overrides column. Calculated values, (i.e., Current 
Pay Monthly and YTD Monthly) are updated automatically. 

 

W-2 Details Section 
Prior year income is derived from W-2s (if present) and displayed as a calculated value under “W-2 Monthly.”  

Important Note! The calculated value is based on the whole amount captured from the W-2 divided by 12, 
regardless of how many months the person actually worked at the employer the prior year. 

W-2 monthly income may be separated by specific income types. This is useful if you have VOI data from 
prior year which breaks down the borrower’s income by category. As you enter monthly income in the 
Variable Income section, it is automatically deducted from the Fixed Income section. 
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Calculating Fixed Income 
Fixed income is calculated as a group (Base, PTO, Holiday, and Non-Taxable) and the default calculation 
method is Current Average. 

To change the default calculation, use the Calculation Method drop-down, which provides four standard 
calculation methods: Current Average, YTD Average, YTD + 12, and YTD + 24. 

 

Calculating Variable Income 
Variable income is excluded by default for all variable income types. To include variable income in Qualifying 
Income, click the row’s Included/Excluded drop-down and select Included. 

Once you’ve included a row, use the Calculation Method drop-down to choose from four standard 
calculation methods: Current Average, YTD Average, YTD + 12, and YTD + 24. 

 

Cumulative Wage Total Income 
The Monthly Qualifying Income for each of your borrower’s employers is included by default in the 
cumulative Wage Total Income value at the top of the Wage Income tab. To exclude income from an 
Employer, change the drop-down from Included to Excluded. 
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Including Wages in Net Qualifying Income 
When paystubs are uploaded and Wage Income is calculated, Wages (Line 1z Form 1040) is deactivated and 
Wage Income (Paystubs/W-2s) is activated on the Summary Sheet. 

 
If, however, you would prefer to use wage data from Line 1z of the borrower’s Form 1040 instead of the 
calculated value from the Wage Income tab, change the Borrower Wages, salaries considered elsewhere 
(Line 1z) row on the Main Sheet to “Included.” 

 
This will activate Wages (Line 1z Form 1040) on the Summary Sheet and deactivate Wage Income 
(Paystubs/W-2s). 
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Schedule C 
Overview 

The “Schedule C” tab contains all income/loss extracted from any Schedule C forms uploaded in the 
borrower’s income documents.  

 

Borrower Assignment 
To reassign the Schedule C to Borrower 2, use the Borrower drop-down menu. This will effect how the 
income displays on the Summary Sheet. 

 
 

 

 

 

 

 

 

(The remainder of this page was intentionally left blank.) 
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Schedule C - FNMA SEI 1084 ONLY 

Overview 
There are a few differences between the different LBI workbooks (e.g., Freddie Mac Form 91 v. FNMA SEI 
1084). One significant difference is the Schedule C tab. The following are the unique features of the FNMA SEI 
1084 workbook’s Schedule C tab.  

Additional FNMA Representations and Warranties Data Section 
Overview 
As an eligible income stream for FNMA’s integrated R&W process, each Schedule C business has an 
“Additional FNMA Rep & Warrant Data” section used to capture data values required for R&W assessment.  

 
 

 

 

 

 

(The remainder of this page was intentionally left blank.) 
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Business History Attestations 
The “Business History Attestations” section is used to capture entity level data needed for FNMA 
Representations & Warranties relief.  

1) DU Case ID – The DU Case ID is the value that was entered on the Sumary Sheet.  This cell is not editable 
– it only displays the value entered on the Summary Sheet.  

2) Include Business in DU Case File? – This field determines whether or not the business is included in the 
DU Case File. 

a. Important Note! Selecting “No” instructs FNMA to exclude this business from your DU Case file, 
regardless of whether the DU Case ID is displayed.  

b. Important Note! If income has previously been trasmitted to DU but you would like to remove it, 
re-upload the Excel workbook with this cell set to “No.” This will instruct FNMA to remove the 
income from DU. 

c. Important Note! If the business is excluded from R&W evaluation, the DU Case ID for the 
business disappears. 

3) Years to Include – This dropdown allows you to select which tax years to communicate to FNMA for 
R&W assessment. If two years have been uploaded, two years will be the default.  

a. Important Note! If FNMA’s SE income Calculator or DU suggests that only one year is needed for 
a certain business, use this field to restrict your communication to Fannie to one year. 

b. Important Note! This choice is grayed out if the “Include Business in DU Case File” dropdown is 
set to “No.” 

4) Employment Start Date – This value is not found on the tax returns, but is critial to assessing R&W. The 
“Employee Start Date” is the date that the borrower obtained ownership of the business – which may be 
different from the date the business was established. For example, if a business started on 10/01/2005, 
was sold to your borrower on 01/15/2023, and your mortgage application date is 01/01/2024, then the 
business established date would be 10/01/2005, but the “Employment Start Date” would be 
“01/15/2023.”  

5) There appears to be less than 2 years of self-employment. Which selection best describes the self-
employment history? – If the employement start date is fewer than 2 years before the date the 
workbook is being reviewed, then this field will appear. It is used to communicate to FNMA relavent 
employement history as it relates to running the business.  

6) Has the borrower owned the business for more than 5 consecutive years? – Used to communicate 
business history that may or may not show up in the tax documents.  

 

  



LoanBeam Workbook User Guide   

2024-12-04 LoanLogics © 2024 – All rights reserved.  22 
 

 

Additional Data Validation Attestations 
In addition to the data that is automatically captured by LBI, there are some values that need to be 
completed manually by the user. Some of these values are found on income documents, others are based 
on borrower conversations.  

The values are separated by document (if applicable) and have line descriptions which indicate where in the 
document they can be found. Values are broken out into two years.  
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Schedule E - Rental (Fannie Mae Form 1037/1038) 
The Fannie workbook uses Fannie Mae guidelines to calculate rental income or loss. There is no limit to the 
number of rental properties a borrower may own. 

 
Select either Form 1037 or Form 1038 from the drop-down options. By default, Form 1038 is selected.  
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If Form 1037 is manually selected, the PITIA fields will be greyed out and PITIA income or loss will not be 
included in the Qualifying Income calculations. 

 

Three-step Rental Calculation 
Step 1 
The number of days the property was in service is populated from the tax return.  

 

Step 2 
Step 2 has two options. Step 2A uses the tax returns to calculate monthly qualifying rental income or loss, 
while Step 2B uses the property’s lease agreement to calculate qualifying income. (For example, Step 2B 
might be used if the monthly rent was increased but was not yet reflected on the tax returns.)  

Select which method to use via the drop-down field at the bottom of each repeated income group. 
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Step 3 
The qualifying income is determined using the results from Step 1 and either Step 2A or Step 2B. In addition, 
an extensive notes section is available for further documentation. 

 
 

 

 

 

 

 

 

 

 

 

(The remainder of this page was intentionally left blank.) 
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Schedule E - Rental (Freddie Mac Form 92) 
The Freddie workbook uses Freddie Mac guidelines to calculate rental income or loss. There is no limit to the 
number of rental properties a borrower may own. 

 
If the Fair Rental Days are fewer than 365 days, the Rental income will be excluded per Freddie Mac 
guidelines. 

 
Select either Non-Subject Investment Property, Subject Investment Property, or Subject 2-4 Unit Primary 
Residence from the drop-down options. By default, Non-Subject Investment Property is selected.  

 
If Subject 2-4 Unit Primary Residence is manually selected, the PITIA fields will be greyed out and PITIA 
income or loss will not be included in the qualifying income calculations. 
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Rental (Manual) 
The Rental (Manual) tab allows users to capture income or loss from newly-purchased rental properties that 
are not yet reflected on the tax returns.  

Using the light blue cells, manually enter the property address, the monthly rent, and PITIA if necessary to 
calculate qualifying income or loss.  

The tab contains five unpopulated repeated income groups to record the income or loss for up to five rental 
properties. 
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Schedule E - Royalty 
The Royalty tab is populated with Schedule E income or losses that are designated as “Royalty” income. Each 
entity is displayed on this tab as a separate repeated income group, and cumulative royalty qualifying 
income or loss is aggregated at the top of the tab. 

 
 

 

 

 

 

(The remainder of this page was intentionally left blank.) 
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Schedule F - Farm 
The Schedule F tab helps in the analysis of a borrower’s Farm income or loss. Each Schedule F entity is 
displayed on this tab as a separate repeated income group, and cumulative farm qualifying income or loss is 
aggregated at the top of the tab. 
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Trust 
Trust income or loss is collected on the Trust tab.  

 
Each repeated income group will include the Trust’s Name, EIN, and Beneficiary. 

 
If necessary, make adjustments to income in the fields labelled “Other Adjustments.” 
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Partnership 
The Partnership tab populates the borrower’s income or loss from K-1s, as well as adjustments to the income 
from the Partnership 1065 form of the tax returns.  

The 1065 adjustments to business cash flow [C] are applied to the Partnership’s schedule K-1 income [B] and 
are reflected as the Partnership Total [D]. Qualifying Income is calculated from this total.  

 
Each partnership “repeated income group” is divided into four sections. 

[A] Entity Information 
Partnership Name, Partner Name, Liquidity Ratios (with Quick and Current Ratios), and Distributions are all 
displayed in the entity information at the top of each group.  
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If, for any reason, the borrower or co-borrower’s social security number is redacted, obscured, or does not 
match the document, LBI cannot link the income to your borrower. In these cases, LBI will exclude the 
income from qualifying income by default. If the income can be verified as belonging to the borrower, place 
an “X” in the “X to include income” box in [D]. If the income does not belong to the borrowers, leave it 
excluded.  

 

[B] Part 1 (Partnership K-1) 
LBI analyses K-1 income from the tax returns and calculates K-1 income or loss for each tax year.  

Final K-1 
Partnerships marked as Final K-1 will not be considered in the qualifying income analysis. A message 
indicates if an entity is Final, and its income or loss is greyed out. 

If, however, the K-1 was marked Final by mistake and you wish to include the income in qualifying income, 
use the “X to include income” box in [D]. 

 

Basis for Annual Income 
LBI uses either “K-1 Lines 1,2,3” or “Up to Distributions” as the Basis for Annual Income when calculating Total 
K-1 Income. The FNMA SEI and SAM templates use the business’ liquidity ratios in deciding which income to 
use as the basis for the calculations.  

If the entity’s liquidity ratio is 1.0 or greater, then “K-1 Lines 1,2,3” is used as the Basis for Annual Income. If, 
however, the entity’s liquidity ratio is less than 1.0, then it is considered not liquid and “Up to Distributions” (up 
to the value of K-1 Lines 1,2,3) is used. The “Basis for Annual Income” may be manually overridden by the 
underwriter. 
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[C] Part 2 (1065 Adjustments) 
In the next section of the tab, LBI calculates the 1065 Adjustments to Business Cash Flow.  

 

[D] Totals 
In the Totals section, the 1065 Adjustments are applied to the K-1 income or loss, ultimately giving us our 
qualifying income for the business.  

Ownership Percentage 
Ownership percentage is extracted from the borrower’s K-1 automatically. By default, the ownership 
percentage is set to Capital Ending but may be manually updated to Profit Ending or Loss Ending. 

 

Wages Paid to Borrower 
If wages from the partnership were paid to the borrower, they may be manually entered on the line 
highlighted below. 

Important Note! Wages paid to the borrower from their partnership may already be included in “Borrower 
Wages, salaries considered elsewhere” section of the Main Sheet. Including the income on the partnership’s 
“Wages Paid from Partnership to Borrower” line may “double dip” those wages. If you would prefer to move 
income from the Main Sheet to the Partnership tab, be sure to remove it from the “Borrower Wages” line on 
the Main Sheet via manual override. 
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Partnership - FNMA SEI 1084 ONLY 

Overview 
There are a few differences between the different LBI workbooks (e.g., Freddie Mac Form 91 v. FNMA SEI 
1084). One significant difference is the Partnership tab. The following are the unique features of the FNMA SEI 
1084 workbook’s Partnership tab.  

Additional FNMA Representations and Warranties Data Section 
Overview 
As an eligible income stream for FNMA’s integrated R&W process, each Partnership has an “Additional FNMA 
Rep & Warrant Data” section used to capture data values required for R&W assessment.  
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Business History Attestations 
The “Business History Attestations” section is used to capture entity level data needed for FNMA 
Representations & Warranties relief. 

1) DU Case ID – The DU Case ID is the value that was entered on the Sumary Sheet.  This cell is not editable 
– it only displays the value entered on the Summary Sheet. 

2) Include Business in DU Case File? – This field determines whether or not the business is included in the 
DU Case File. 

a. Important Note! Selecting “No” instructs FNMA to exclude this business from your DU Case file, 
regardless of whether the DU Case ID is displayed. 

b. Important Note! If income has previously been trasmitted to DU but you would like to remove it, 
re-upload the Excel workbook with this cell set to “No.” This will instruct FNMA to remove the 
income from DU. 

c. Important Note! If the business is excluded from R&W evaluation, the DU Case ID for the 
business disappears. 

3) Years to Include – This dropdown allows you to select which tax years to communicate to FNMA for 
R&W assessment. If two years have been uploaded, two years will be the default. 

a. Important Note! If FNMA’s SE income Calculator or DU suggests that only one year is needed for 
a certain business, use this field to restrict your communication to Fannie to one year. 

b. Important Note! This choice is grayed out if the “Include Business in DU Case File” dropdown is 
set to “No.” 

4) Employment Start Date – This value is not found on the tax returns, but is critial to assessing R&W. The 
“Employee Start Date” is the date that the borrower obtained ownership of the business – which may be 
different from the date the business was established. For example, if a business started on 10/01/2005, 
was sold to your borrower on 01/15/2023, and your mortgage application date is 01/01/2024, then the 
business established date would be 10/01/2005, but the “Employment Start Date” would be 
“01/15/2023.” 

5) There appears to be less than 2 years of self-employment. Which selection best describes the self-
employment history? – If the employement start date is fewer than 2 years before the date the 
workbook is being reviewed, then this field will appear. It is used to communicate to FNMA relavent 
employement history as it relates to running the business. 

6) Has the borrower owned the business for more than 5 consecutive years? – Used to communicate 
business history that may or may not show up in the tax documents.  
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Additional Data Validation Attestations 
In addition to the data that is automatically captured by LBI, there are some values that need to be 
completed manually by the user. Some of these values are found on income documents, others are based 
on borrower conversations.  

The values are separated by document (if applicable) and have line descriptions which indicate where in the 
document they can be found. Values are broken out into two years.  
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Partnership Liquidity Analysis 
LBI performs a Liquidity Analysis — using both Current and Quick Ratios — for each Partnership. The liquidity 
information is pulled directly from the Schedule L. 

If the Partnership is liquid (ratio > 1.0), the ratio will appear green. If the business is not solvent (ratio < 1.0), the 
ratio will appear red. If the Schedule L is not present or has no values, the liquidity ratios will be zero, and the 
entity will not be considered solvent. 

 
To view the formulas used to calculate the Current and Quick Ratios, click the ratio name under the Liquidity 
Ratios header. 

 

 
 

Important Note! Partnership liquidity calculated on the FNMA SEI and SAM templates will help determine the 
Qualifying Income of the business. Liquidity on the Freddie Mac Form 91 template is informational only and 
does not affect the Qualifying Income of the business. 
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S Corporation 
The S Corporation tab populates the borrower’s income or loss from K-1s, as well as adjustments to the 
income from Form 1120S of the tax returns.  

The 1120S adjustments to business cash flow [C] are applied to the S Corporation’s schedule K-1 income [B] 
and is reflected as the S Corporation Total [D]. Qualifying Income is calculated from this total.  

 
Each S Corporation “repeated income group” is divided into four sections. 

[A] Entity Information 
S Corporation Name, Shareholder Name, Liquidity Ratios (with Quick and Current Ratios), and Distributions 
are all displayed in the entity information at the top of each group. 
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If, for any reason, the borrower’s Social Security number is redacted, obscured, or does not match the 
document, LBI cannot link the document to your borrower. In these cases, LBI will exclude the income from 
qualifying income by default. If the income can be verified as belonging to the borrower, place an “X” in the “X 
to include income” box in [D]. If the income does not belong to the borrower, leave it excluded. 

 

[B] Part 1 (S Corporation K-1) 
LBI analyzes K-1 income from the tax returns and calculates K-1 income or loss for each tax year. 

Final K-1 
S Corporations marked as Final K-1 will not be considered in the qualifying income analysis. A message 
indicates if an entity is Final, and its income or loss is grayed out. 

If, however, the K-1 was marked Final by mistake and you wish to include the income in qualifying income, 
use the “X to include income” box in [D]. 

 

Basis for Annual Income (FNMA SEI and SAM templates) 
LBI uses either “K-1 Lines 1,2,3” or “Up to Distributions” as the Basis for Annual Income when calculating Total 
K-1 Income. The FNMA SEI and SAM templates use the business’ liquidity ratios in deciding which income to 
use as the basis for the calculations.  

If the entity’s liquidity ratio is 1.0 or greater, then “K-1 Lines 1,2,3” is used as the Basis for Annual Income. If, 
however, the entity’s liquidity ratio is less than 1.0, then it is considered not liquid and “Up to Distributions” (up 
to the value of K-1 Lines 1,2,3) is used. The “Basis for Annual Income” may be manually overridden by the 
underwriter. 
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[C] Part 2 (1120S Adjustments) 
In the next section of the tab, LBI calculates the 1120S Adjustments to Business Cash Flow.  

 

[D] Totals 
In the Totals section, the 1120S Adjustments are applied to the K-1 income or loss, ultimately giving us our 
qualifying income for the business.  

Wages Paid to Borrower (FNMA SEI 1084) 
On the Fannie Mae SEI template, if wages from the S Corporation were paid to the borrower, they may be 
manually entered on the line highlighted below. 

Important Note! Wages paid to the borrower from their S Corporation may already be included in “Borrower 
Wages, salaries considered elsewhere” section of the Main Sheet. Including the income on the S 
Corporation’s “Wages Paid from S Corporation to Borrower” line may “double dip” those wages. If you would 
prefer to move income from the Main Sheet to the S Corporation tab, be sure to remove it from the “Borrower 
Wages” line on the Main Sheet via manual override. 

 

Wages Paid to Borrower (Freddie Mac Form 91) 
On the Freddie template, if wages from the S Corporation were paid to the borrower and the W-2 was 
scanned by LBI, the wages will automatically populate the Wages Paid fields. If the W-2 was not scanned, 
wages may be manually entered via the override columns to the right. 

Important Note! Wages paid to the borrower from their S Corporation may already be included in “Borrower 
Wages, salaries considered elsewhere” section of the Main Sheet. Including the income on the S 
Corporation’s “Wages Paid from S Corporation to Borrower” line may “double dip” those wages. If you would 
prefer to move income from the Main Sheet to the S Corporation tab, be sure to remove it from the “Borrower 
Wages” line on the Main Sheet via manual override. 
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S Corporation Liquidity 
LBI performs a Liquidity Analysis — using both Current and Quick Ratios — for each S Corporation. The 
liquidity information is pulled directly from the Schedule L. 

If the S Corporation is liquid (ratio > 1.0), the ratio will appear green. If the business is not solvent (ratio < 1.0), 
the ratio will appear red.  

If the Schedule L is not present or has no values, the liquidity ratios will be zero, and the entity will not be 
considered solvent. 

 
To view the formulas used to calculate the Current and Quick Ratios, click the ratio name under the Liquidity 
Ratios header. 

 

 
 

Important Note! S Corp liquidity calculated on the FNMA SEI and SAM templates will help determine the 
Qualifying Income of the business. Liquidity on the Freddie Mac Form 91 template is informational only and 
does not affect the Qualifying Income of the business. 
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Corporation 
Income or loss from type C Corporations (Tax Form 1120) will appear on the Corporation tab. 

 
For income/loss to be calculated for Corporations, the borrower’s ownership percentage must be manually 
entered. This value may be found on Form 1125-E or Schedule G of the business returns. 

Until this field is manually entered, a flag appears: “Please enter ownership % for the tax years.”  

Important Note! Corporation income/loss is not included in the borrower’s qualifying income unless the 
ownership percentage is manually entered. 

Important Note! The FNMA SEI 1084 workbook requires a 100% ownership percentage for both years for 
income/loss to be included in qualifying income.  
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Once the ownership percentage is manually entered, the borrower’s qualifying income or loss and associated 
information is revealed.  

 
Default settings for Corporation “Nonrecurring Other Income/Loss” vary by workbook. Dropdown choices 
may include: 

• Included – Includes income or loss in QI calculations 
• Excluded – Excludes income or loss from QI calculations 
• Ignore Loss (not in all workbooks) – Includes income but excludes losses from QI calculations 
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Transcripts Comparison 
If LBI has received Tax Transcripts along with the borrower’s tax returns, the transcript data is automatically 
used to validate LBI’s OCR analysis via the Transcripts Comparison tab. 
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Documentation. 
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