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Business Debt in Borrower’s Name

When business debt is reported on the borrower’s personal credit report. the debt must be
included in the DTI calculation. unless the mortgagee can document that the debt is being paid
by the borrower’s business, and the debt was considered in the cash flow analvsis of the
borrower’s business. The debt 1s considered in the cash flow analysis where the borrower’s
business tax returns reflect a business expense related to the obligation. equal to or greater
than the amount of payments documented as paid out of company funds. Where the
borrower’s business tax returns show an interest expense related to the obligation. only the
interest portion of the debt is considered in the cash flow analysis.

» Mortgagee must document that the debt is paid out of company funds (e.g.. 12
months cancelled checks) and that the debt was considered in the cash flow analysis
of the borrower’s business.



