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DID YOU

KNOW

v/ Did you knowwhatbasicso look for on K-1s? K-1 from Form1065is from Partnershiffax Return. K-1 from Form1120Sis from a
S-CorpTaxReturn-

TOPI|C: Whatto look for onK-1s

simply | mortgage

1. All of theagenciegFannie Freddie FHA & VA) usetheK-1 to seepercentagef ownershipandwhatshareof incomeor lossis from the

business.
2. Thistypically flows to the 1040personateturnson Schedulee Partll. UseScheduleE to getstartedf you don’t haveaK-1, buttheK-1

ruleson whatwe useto qualify.

3. Whatdo we typically addor subtract?Ordinaryincome,netrental,& guaranteegayments.

4. Fannie& Freddiewantto seedistributionsof thatordinaryincome. The1065K-1 online 19D; The1120Swill showline 16D (D for
distribution)—if there’sno distribution,getseveraimonthsof businesdankstatementso seecashflow, a Tax Preparefettertelling us
there’senoughmoneyto distributethe K-1 earningsAND any moneywe needto closethedeal. Thisis to makesurewe’ll still havemoney
to runthe businesandpayyour borrower.

5. FHA & VA do notrequireproof of distribution. If theincomeor lossis there ,we justuseit —

6. Watchthetop of the pagefor the“Final K-1". Thatcanspelltrouble! Meansthe businesss probablyout of business

Example:

Seeattachedigures.
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