Self-Employed Borrower
Schedule Analysis Method or SAM

Part Il: Business Tax Returns
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Objective

Learn to use SAM Form to calculate supportable income for self-
employed borrowers using K-1s and business tax returns

— Partnership income and expenses IRS Form 1065 and associated K-1s

— S-Corp income and expenses from IRS Form 1120S and associated K-1s

Fannie Mae policy is different from Freddie Mac
— We will review both in today’s session

iy,
> Genworth 3 &,

Schedule Analysis Method Part II, Business Return Review



Does Borrower Own 25% Or More Of A

Business?
Mame & Address of Employer Self Employed |Yrs. on this job
Yrs. emploved in this
line of work/profession
PositionTitle/Type of Business Business Phone (incl. area code)

Can checking the Self-Employed Indicator to yes-
increase the risk of loans when evaluated by DU®?
LPA? i

2
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Fannie Mae Updates
SEL 2015-09

— Cash Flow Analysis Form updated

— Sections of Chapter B3-3-2 for Self-
Employed Borrowers updated

« Evidence of liquidity if no distributions made
from partnerships or S corps

— DU updated to allow one year personal
and business tax returns for certain case
files

— Changes effective for applications dated
February 1, 2016

Updited SeNing Guide Topics
s G310 Cener Sources of Income {Schedute K-1 Income)

s B00 201 Underwrsing Factors and Documertation for Sell-Employad Borrower (Analysis of
Borrowes's Personal Income, Income Venficataon for Self-Employed Co-Borrowers)

s G301, General Infoemation on Analyang Individual Tax Retums (Removed Cash Flow
Anatyns Form 1084)

» 8332105, incoma orLoss Reporded on IRS Form 1065 or IRS Form 11205, Schedule K9
{Income or Loss Reported on IRS Form %065 or IRS Form 11208, Schedule K-1, Dacumeantaton
R egqut emants)

. ;'_-;;.;;;;L.Malyznq Partnership Retums for & Parinership or LLC (Evauateng the Busness
Income, Borrower's Proportionate Shame of income or Loss, Adustmaents to Business Cash Flow
Income from Partnerships, LLCs, Estates, and Trusts)

» 05332200, Analyzmg Retumns for an S Corporasion (Evaluating the Busness Incomre, Borrower's
Propostionate Share of Income or Loss, Adjustmants to Busness Cash Flow)

o D33 301 Income and Enploymeant Documentation for DU (Self-Emplayment Incoms)

= FannieMae

Selling Guide Announcement SEL-2015-09
August 25, 2015

Sefling Guide Updates

The Seliing Guide has been updated to include changes to the following:
= SelfEmployed Income
= Project Eligibility Review for Attached Planned Unit Developments
= HomeStyle® Renovation
= Cash Back Pair-offs on Mandatory Whole Loan Commitments
= Miscellaneous Seling Guide Updates

Each of the updates is described below. The affected topics (and specific paragraphs) are noted for each
policy change. Lenders should review each topic to gain a full understanding of the policy changes. The
updated topics are dated August 25, 2015,

Self-Employed Income

Fannie Mae has updated the self-employment income policies published in December 2014 regarding how to
calculate and document seff-employment income, including the parameters under which business income
without a history of distribution may be included to qualify seff-employed borrowers.

This policy update provides an alternative approach that lenders may follow for borrowers who do not show a
history of receiving distributions of business income provided certain conditions are met. Specifically, in order
to include business income to qualify a self-employed borrower who does not have a history of receiving
business income, the lender must confirm the borrower has access to the business income and the business
must have adequate liquidity to support the withdrawal of eamings.

The approach and instructions published in December 2014 for self-employed borrowers who can provide a
documented history of receiving distributions of business income remains in effect, as another approach
lenders may follow when gualifying these borrowers,

A minor clarification has been made to broaden a reference to "salaried income” in a section that addresses
when lenders need to prepare a written evaluation of self-employment income. We now refer to borrowers who
are qualfied using only "income that is not derived from self-employment”. For example, when qualifying
borrowers using only retirement income to qualify, no written evaluation of secondary self-employment income
is required.

In addition to these updates, the Seling Guide has been updated to reflect that only the most recent year of
individual and business federal income tax retums will be required for certain Desktop Underwriter® (DU®) loan
casefiles, provided the tax retums show at least 12 morths of sef-employment income and the lender
completes the Fannie Mae Cash Flow Analssis (Form 1084) or any other type of cash flow analysis form that
applies the same principles. This flexibility will become available in DU in a future release, and wil be
communicated to lenders in the associated release notes.

Lastly, the December 2014 version of the Cash Flow Analysis (Form 1084) has been revised to incorporate
these policy updates and improve ease of use.

;32015 Fannie hae. Trademarks of Fannie Mae. SEL-2015-09 Page 1
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2016 Fannie Mae Updates

SEL 2016-05

— Updates to Business Income

« Eliminates requirement to confirm
borrower has access to income

 Guidance for methods lenders may use
to determine adequate business liquidity
when liquidity assessment is required

» Two year history required to use
guaranteed payments

« Verbal verifications of employment for a
self-employed borrower can be obtained
within 120 days prior to note date

— Chapter B3-3-1.07, 09 and B3-3-2 of
the Selling Guide have been updated

— Effective on or before October 1, 2016

Fannie Mae

Selling Guide Announcement SEL-2016-05
June 28, 2016
Selling Guide Updates

The Selling Guide has been updated to mclude changes to the f; g

= HomeReady™ income Limits
= Business Income
= Restructured Loan Policy
= Project Insurance - Mortgagee Clause Update
Each of the updates is described below. The affected topics (and specific paragraphs) are noted for each policy change.

Lenders should review each topic to gain a full understanding of the policy changes. The updated topics are dated June 23,
2018.

dditi d to the ing are described m this A

= Minimum Interest Rate Floor for ARM Notes and Riders

P

In

HomeReady Income Limits

Fannie Mae continues to assess how to simplify the HomeReady product and |neorpomte feahres that enable lenders to
expand access to credit in a safe and responsible manner. As a resuft, 3 ber of p are pl d for
later this year.

With this Guide update, we are announcing the first chmoe to HomeReady. We are simplfying the way that income limits
are applied by esmbhshmg 3 single area median income (AMI) fimit of 100% (previously ﬂ\e limit was 80% or 100%
depending on the property | ). We are g the for prop located in census tracts
where no limi applies.

Updated Selling Guide Topics

= B5-5-02, HomeReady Mortgage Loan and Borrower (Borrower Income Limits and Calculations)

Effective Date

This policy will be imph ted in DU the kend of July 16, 2016, and wil apply to all DU Version 2.3 loan casefiles
submitted (or resubmitted) on or after that date. For manuafly underwritten loans, this policy is effective for loans with
application dates on or after July 16, 2018. Also note that the 2018 AMIs will be published at the same time.

Business Income

Since the self—employed income poﬁcy updaxes were announced last year, lenders have provided feedback regarding the
dlfﬁculty in T ab 's ongoing access to busi income, and asked for additional
g on how to L heth lhe i has adeq i y to support the with of b g

The documentation we currently require may not be readiy avaulable or may not directly affirm the borrower's access to
with that may be used to determine adequate

income. Furthermore, some lenders may be g
business liquidity.

Schedule Analysis Method Part Il, Business Return Review
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Self-Employment Fannie Mae

B3-3.2-01: Underwriling Factors and Documentation for a Self-Employed Borrower ]
(10/24/2016)

This topic contains general information on underwriting factors and documentation for a self-

employed borrower, including:
Owverview 2

Factors to Consider for a Self-Employed Borrower 2
Length of Self-Employment 2

Verification of Income 2

Analysis of Borrower's Personal Income

Analysis of Borrower's Business Income 2

Usze of Business Azzetz

Income Vernfication for Self-Employed Co-Borrowers 2
Verbal Verification of Employment 2

Overview

When determining the appropriate qualifying income for a self-employed borrower, it is important to note
that business income (specifically from a partnership or 5 corporation) reported on an individual IRS Form
1040 may not necessarily represent income that has actually been distributed to the borrower. The
fundamental exercise, when conducting a self-employment income cash flow analysis, is to determine the
amount of income that can be relied on by the borrower in qualifying for their personal mortgage
obligation. When underwriting these borrowers, it is important to review business income distributions
that have been made or could be made to these borrowers while maintaining the viability of the underlying
business. This analysis includes assessing the stability of business income and the ability of the business to
continue to generate sufficient income to enable these borrowers to meet their financial obligations.

'\-\'\l*f’f
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Self-Employment Fannie Mae

Factors to Consider for a Self-Employed Borrower

Any individual who has a 25% or greater ownership interest in a business is considered to be self~-employed.
The following factors must be analyzed before approving a mortgage for a sel~employed borrower:

= the stability of the bomower's income,

= the location and nature of the bomower's business,

= the demand for the product or service offered by the business,
= the financial strength of the business, and

= the ability of the business to continue generating and distributing sufficient income to enable the borrower to make the payments
on the requested mortgage.

Length of Self-Employment

Fannie Mae generally requires lenders to obtain a two-year history of the bormower's prior earmings as a means of demonstrating the
likelinood that the income will continue to be received.

However, a person who has a shorter history of self~employment — 12 to 24 months — may be considerad, as long as the borrower's
most recent signed federal income tax refurns reflect the receipt of such income as the same (or greater) level in a field that provides
the same products or services as the current business or in an occupation in which he or she had similar responsibilities to those
undertaken in connection with the current business. In such cases, the lender must give careful consideration to the nature of the
borrower's level of experience, and the amount of debt the business has acquired.

A
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Written Analysis of Income-Fannie Mae

Analysis of Borrower's Personal Income

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 bormower. This is not required when a borrower is gualified using
only salaried income (not derived from sel~employment) and self-employment is a secondary and separate source of income (or
loss).

The lender may use Fannie Mae's Cash Flow Analysis (Eorm _1034) or any other type of cash flow analysis 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 guality control review.

Fannie Mae 2016 Selling Guide B3-3.2-01, Underwriting Factors and

Documentation for a Self-Employed Borrower (06/28/2016)

Xy
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Written Analysis of Income-Fannie Mae

Analysis of Borrower’s Business Income

When a borrower is relying upon self-employed income to qualify for a mortgage and the requirements that permit the lender to waive
business tax returns are not met, the lender must prepare a written evaluation of its analysis of the borrower's business income. The
lender must evaluate the borrower’'s business through its knowledge of other businesses in the same industry to confirm the stability
of the borrower’s business income and estimate the potential for long-term earnings.

The purpose of this analysis is to:

consider the recurring nature of the business income, including identification of pass-through income that may require additional
evaluation;

measure year-to-year trends for gross income, expenses, and taxable income for the business,
determine (on a yearly or interim basis) the percentage of gross income attributed to expenses and taxable income; and
determine a trend for the business based on the change in these percentages over time.

The lender may use Fannie Mae's Comparative Income Analysis (Form 1088) or any other method of trend analysis that enables it to
determine a business's viability, as long as the method used fairly presents the viability of the business and results in a degree of
accuracy and a conclusion that is comparable to that which would be reached by use of Form 1088.

A copy of the written analysis and conclusions must be retained in the individual morigage file.

Fannie Mae 2016 Selling Guide B3-3.2-01, Underwriting Factors and

Documentation for a Self-Employed Borrower (06/28/2016)
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Form 1088 Trend Analysis

S Comparative Income Analysis
@ Fannie Mae
General Instructions: This Form s to be used to compare the b r's busi over 3 period of years. Each
term s defined as follows:

Gross Income: Gross receipts or Sales (-) Retums and Allowances
Expenses Costdgoodssdd(+)Toddeclmas
axable income: fom

IRSF«ml(HO Schedule C = Net Profit or Loss (Sole Proprietorship)
IRS Form 1065 = Ordnary income or Loss (Partnership)

IRS Form 1120(S) = Ordinary Income or Loss (S Corporation)

IRS Form 1120 = Taxable Income (Corporation)

Calculation | i D ine year-to-year rends in gross income, expenses, and taxable income as descrbed below.

Gross Income
Step 1. Enter the gross income figure from each year's statement where indicated.
Step 2. Determine the percentage change in gross income from one year 1o the next by
(3) calculating the dollar difference between the two years, and then
(b)dudmghedola’dﬁermbymeprmyea’smm
e p age of i Be sure to ndicate 3 + (plus) or - (minus) sign.

o — S o —
Gross || »__um 100% 100%
Income! i | i
= =1 —

Expenses

Step 1. mmmmmmmwsmm

Step 2. nummwmmmmwmmm«m
indicated.

3 percentage change
(3) calculating the doflar difference between the two years, and then

(b)dmmeddladﬁsembyupmsyearsw
Enter the p tage of & where indicated. Be sure to indicate a + (phus) or - (minus) sign.
Year | Year ; Year ]
] 1 1
S [ [ » | L F

% Change %(+)°'(-)_,| ot [

“The expenses and taxable income each period as a3 percentage of gross income for that period.
**The percentage change for each item from the previous period.

© 2015 Fanmie Mae. Tracemarks of Fannie Mae. Form 1088 July 1986

o yeo's gr
mmwdm«mmmw Be sure 10 NdicHE 3 + (phIs) 0f - (US| Sgn
Yaar Yo
’ Gross !I 100% I ]m'n
e }—" Line
Sched C 4+28
(+) 0 (- 40
SCharge o) Lqea,
CEZ 2
Expenzes
Step 1 &mm”mmmmmmm PIT 2+ 21
i foreach: B—-nomusunnuma B =
tncome [
e yearte o next by S$-Corp 2+20
(:xcnlodamg mmm ., and then
Md\«dwhddhmbr mm}:rwcw Comp 2427
L Be supe 10 indcae 3 + (phs)
Yeur Year Yo

2 I S — ) —

Quick Reference Guide: Fannie Mae’s Comparative Analysis Form (Form 1088)

FanmeMaes Comparative hcomeAndys«sForm(Furm 1088) leads the lender through the calculation of
(or di ) in gross income, expenses and taxable income, as well as taxable

meome trend.

This form can be used with any busi return, i Sole Propris (IRS Form 1040, Schedule C or
C-EZ), Partnership (IRS Form 1085), S-Corp (IRS Form 1120S) and Corporate (IRS Form 1120). The guide
below shows the line numbers for each form where the information can be found

X Comparative Income Analysis
&) Fannie Mae
E— z
Wzllnslrudions This Fom & 10 be used 10 conpae e borowe.s busingss ovar 3 pesod of yews. Eadh
torm £ coined a5
2018, 2916 32004
Gross Income: Gross recepts or Sefes () Retums ard Alovanoss Lirne
mmamm(v)mm
Sched C 3
mmlow SMC-MPOUK Loss (Sois Poprenmsnb)|
IRS Form 1036 = Odn:-ymmnuu:‘rl : ) 1
1IR3 Form 1120(3) = Ordinary Income or Loss (3 Corperation) CEZ 1
IS Form 1120 = Taxable Income |Corporasion)
& ; o yoarto-year tendz in gr openzes, PIT 1c
Gross Income SCorp 1c

1 Erter ma PCOME TGS Tom sach Years
xz Mnu’:‘me!mpnmmﬁmnyubhmw

y=ars, anc then Corp 1c

somee 0| |

SHPSNSs AN tOGBIC INCOMS 30N PENOS 3% 3 P of gress income for
o2 hmmwhmumhmm

Form 1008 duly 1990

e

© 2045 Fanrie Mae. Trazerartz of Fareis Mas,

oWOodU| SSQID

sesuadxy
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Requirements for Use of Business Assets

B3-3.2-01: Underwriling Factors and Documentation for a Self-Employed Borrower
(10/24/2016)

Use of Business Assels

When a borrower intends to use business assets as funds for the down payment, closing costs, and/or
financial reserves, the lender must perform a business cash flow analysis to confirm that the withdrawal of
funds for this transaction will not have a negative impact on the business. In order to assess the impact, the
lender may require a level of documentation greater than what is required to evaluate the borrower's
business income (for example, several months of recent business asset statements in order to see cash
flow needs and trends over time, or a current balance sheet). This may be due to the amount of time that
has elapsed since the most recent tax return filing. or the lender’s need for information to perform its
analysis. See B3-4.2-02, Depository Accounts, for additional information on business assets.

Income Verification for Self-Employed Co-Borrowers

When co-borrower income that is derived from self-employment is not being used for qualifying purposes,
the lender is not required to document or evaluate the co-borrower’s self-employment income (or loss).
Any business debt on which the borrower is personally obligated must be included in the total monthly
obligations when calculating the debt-to-income ratio.

2y,
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Check Your Investor Implementation Date

= The Effective Date to Previously Announced Income Qualification Requirements
We're extending the effective date for revised income qualification requirements and guidance
, from March 6, 2017 to July 6, 2017, giving you additional time to prepare. The extension is
E Buuetln effective for mortgages with settlement dates on and after July 6, 2017; however, you may

e
Freddie M ac Y b implement for mortgages with settlement dates on and after March 6, 2017. If you choose
to implement on and after March 6, you must comply with all, not just some, of the new
requirements.
TO: Freddie Mac Sellers October 27, 2016 | 2016-19 HequIrements Vpaaes
SUBJECT: REVISIONS TO INCOME QUALIFICATION REQUIREMENTS Fer a detailed explanation of all changes made with Bulletin 2018-18, please review the following tables:
This Guide Bulletin - 4660 qualification " and quid factive for # Chapter 8301, General Reguirements for Al Stable Monthly income and Assef Qualificafion Sources
Mortgages with Settlement Dates on and after March 8, 2017. » Chapter 5302, General Reguirements for Documentation Used fo Verify Employment and Income
The revisions provide more comprehensive requirements and guidance with a focus on matters that impact the # Chapter 5303, Em) d Income
lysis of stable thi such as:
®  Chapter 5304, Seif-Employed income
* Industry employ trends (e.g., employ it ch, istics)
» Chapter 5305 Other income
*  Determination of stability and calculation of fi ing ing

®  Chapter 5307, Asset Qualificafion Sources

+ Seif-employment

Freddie Mac idered Seller inquiries and feedback. broad industry practices and i | review and ysi CHAPTER 5301, GENERAL REQUIREMENTS FOR ALL STABLE MONTHLY INCOME AND
in di ping these updated requi which will provide greater purchase certainty for our Sellers. ASSET QUALIFICATION SOURCES
‘:’s: Ze updah: Guide c.""”;’:ﬂf:f‘ 5302. 5303 530? f:f::gg‘f’:g;:?: :“mngummmwh e General requirements for all stable monthly income and asset qualification sources
The following information includ ighlights of the changes in each chapter. Additional details are available
in Attachment A of this B in, Detailed ry of I Qualification Requirements Updates.
CHAPTER 5301, GENERAL REQUIREMENTS FOR ALL STABLE MONTHLY INCOME AND 5301 Chapter 5301 + Providing mars detail on Freddie Mac's expactation of the Seller's
ASSET QUALIFICATION SOURCES income analysis
Chapter 5301 is being updated 1o provide more details on Freddie Mac's expectation for Sefler’s income ¢ Dividing Guide Chapter 5301 into three seclions and reformatiing
analysis (e.g., history and continuance), verification, calculation and ion of the stable monthly each section for specificity
income qualification amount.
i < 3 3 s S < 5301.1(a) Owerview: Adding an overview of Topic 5300
The of g Guide S 5301.1 is split into Section 5301.1 and new Sections 5301.2 and Analysis of
5301.3. stable monthly
Guide impact: Chapter 5301 income amount
CHAPTER 5302, GENERAL REQUIREMENTS FOR DOCUMENTATION USED TO VERIFY S301Ab) | General | Consoldaing =xeing requirements in Sections S301.1(2) and (b) and
EMPLOYMENT AND INCOME Pttt e
The revisions to the requi and guidance in Chapter 5302 include: monthly income
* Signed tax — Adding alt ives for the B r's signature on tax retums (e.g.. signed 5301.1(c) | Income stability | Expanding guidance for the determination of income stability and
Intemal Revenue Service (IRS) Form 8878 evidencing electronic filing) and history history requirements.

ul t=s Emphasizing the analysis of the historical and future income
characteristics. for example whether the amount of monthly income:

* IRS transcripts — Adding guidance for the use of IRS transcripts

Implementatlon Of Income Requwements Delayed For Loans With

Settlement Dates of July 6, 2017 or After; Loan Product Advisor Updated
March 6, 2017

Schedule Analysis Method Part I, Business Return Review 12 Genwort ‘;*;,



Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Self-employed Income

Self-employment
indicator

(Guide Section 5304.1)

A borrower who has an ownership interest of 25% or more in a Partnership, S Corporation and/or
Corporation is considered to be self-employed. A borrower who is a sole-proprietor is considered
to be a self-employed borrower.

The Seller must indicate to Loan Product Advisor that a borrower is self-employed when the
borrower meets Freddie Mac’s definition of self-employed as stated above. This is required in all
cases where the self-employment income and/or loss is used to determine the borrower's stable
monthly income for qualifying.

The following chart contains requirements and quidance for determining self-employment and verifying the Borrower's business ownership percentage:

Business structure

Self-employment verification of ownership interest percentage

Partnerships, § Corporations and Corporations

the business, including the IRS Schedule K-1(s) or RS Form 1125-E, Compensation of Officers. If

with a letter from the accountant for the business or similar documents

The ownership interest percentage must be verified by a review of the federal income tax returns for

these documents do not provide this information, the ownership interest percentage must be verified

Sole Proprietorships

Sole proprietorships are unincorporated businesses. A sole proprietor owns 100% of the business a

tax return. There is no associated federal business tax return.

reports the income and expenses from that business on Schedule C of the federal individual income

nd
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Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Self-employment Self-employment disclosed on Uniform Residential Loan Application (or other
income not used for documentation) but not used to qualify

qualification If the Borrower is self-employed and the self-employment is not considered for qualification

Guide Section 5304.1(e) | purposes, pages 1 and 2 of the borrower’s tax returns and the applicable schedules (e g.,

Schedule C, Schedule E) are still required to determine if there is a business loss that may have

an impact on the stable monthly income. Refer to Guide Section 5304.1(e) for complete

requirements and guidance.

= |f a business loss is reported and the Borrower qualifies with the loss, then the Seller is
not required to obtain any additional documentation relating to the business loss.

Self-employment = |f a business loss is reported and the Borrower does not qualify with the loss, then the
income not used for Seller must perform a business and income analysis to determine whether depreciation
qualification adjustments or other factors such as business closure or evidence of a one-time non-recurring
(continued) event justify a reduction of the reported loss when calculating the stable monthly income. The
Guide Section 5304.1(e) Seller must obtain additional documentation needed in order to fully evaluate the loss and

support the analysis (e.g. business tax returns (final or otherwise), evidence of a one-time
non-recurring event).
If the tax returns or other documentation in the Mortgage file (e.g., IRS tax transcripts,
additional Schedule K-1s) reflect positive income from self-employment but that income is
not used to qualify, additional documentation (e.g., complete business or federal individual
income tax return(s)) is not required. The Loan Product Advisor self-employed indicator is not

required.
When Do We Have To Tell Loan Product Advisor Our Borrower Is Self-
Employed?
Schedule Analysis Method Part Il, Business Return Review 14 Genworth o !'-
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Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Business and income-analysis

Requirements and quidance

Business review and analysis:

The Seller's analysis of the business must support that the business has sufficient liquidity and is
financially capable of producing stable monthly income for the Borrower.
* The analysis must include a review of the business tax returns

¢ The Seller's review must include, at a minimum, an analysis of gross receipts or sales, cost of
goods sold and gross profits. All should be typical for the type of business and reflect consistent
year over year trends. In addition, the business expenses should be reasonable for the type of
business activity and level of business income. Business tenure should be considered.

* The Seller may determine that review and analysis of the business financial statements, business
asset statements, and in the case of Partnerships and S corporations, an analysis of the historical
cash distributions, is necessary to establish the financial and liguidity standing of the business. In
addition, the Seller may calculate and consider the liquidity ratios of the business using generally
accepted accounting practices when analyzing the liguidity of the business.

Schedule Analysis Method Part Il, Business Return Review 15 GEHWDrth



Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Use of business income not reported on the Borrower's federal individual income tax
returns

* Income reported on the business tax returns but not on the personal tax returns may be
considered as stable monthly income, provided the Seller's analysis confirms that based on the
financial strength of the business, the use of these funds as personal income would not have a
detrimental impact on the business

Access to business income

Documentation is not required to verify access to business income for the following:
* Sole proprietorships

* Ordinary income, net rental real estate income, other net rental income and guaranteed
payments received from partnerships and S corporations

* W-2 income received from S corporations and corporations,

« Corporations, if the Borrower holds 100% ownership interest

If business income not reported on the Borrower's federal individual income tax returns is being used

to qualify and none of the categories above apply, then the Seller must verify that the Borrower's
legal right to the business income that is used as stable monthly income is not encumbered,
restricted or prevented by the corporate resolution, partnership agreement, or other comparable
document.

Schedule Analysis Method Part Il, Business Return Review 16 GEHWDrth



Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

* For Partnerships and S corporations, stable monthly income may be based on the Borrower's
proportionate share of income (e.qg., ordinary income, guaranteed payments) carried from the
Form 1065 or 1120 S, through the Schedule K-1 and onto the Borrower's federal individual
income tax returns. Although cash distributions reported on the Schedule K-1 may not be used as
qualifying income, they may be used to establish business liquidity and access to business funds,
provided they are reasonably consistent with the ordinary income.

1-\}*?;
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Topic

Documentation Requirements (Streamlined and Standard Documentation Levels)

Effective for Mortgages with Freddie Mac Settlement Dates on or after July &, 2017; but Sellers may

implement for Mortgages with Settlement Dates on or after March 6, 2017

Reguiremenis
{continuad)

Guide Section 5304.1(h)

Business in existence = 5 years

Busineszs in existence < 5 years

Sole Obtain complete signed federal Obtain complete signed federal

proprietorship individual (Form 1040} income tax individual {(Form 1040) income tax
retum for the most recent year. retumns for the most recent two years.

Partnership “Verify the number of years that the Verify the number of years that the
business has been in existence and | business has been in existence and
obtain complete signed federal obtain complete signed federal
individual and Partnership (Form individual and Partnership (Form
1065) income tax retums, including 1065) income tax retumns, including
the Schedule K-1(s] for the most the Scheduls K-1(z) for the most
recent year. recent two years.

5 Corporation “erify the number of years that the YVerify the number of years that the
business has been in existence and | business has been in existence and
obtain complete signed federal obtain complete signed federal
individual and 5 corporation {Form individual and 5 corporation (Form
11205) income tax retumns, including | 11205) income tax retums, including
the Schedule K-1(s), Form 1123-E the Schedule K-1(s), Form 1125-E
and W-2{z) if applicable, for the and W-=si(z) if applicable, for the most
mast recent year. recent two years.

Corporation “Verify the number of years that the Verify the number of years that the

business has been in existence and
obtain complete signed federal
individual and Corporation (Form
1120) income tax retums, including
Formm 1125-E and W-2{z) as
applicable, for the most recent year.

business has been in existence and
obtain complete signed federal
individual and Corporation {Form
1120) income tax retums, including
Form 1125-E and W-2(s) as
applicable, for the most recent two
years.

+ Verification of how long the business has been in existence:

= For partnerships, S corporations and corporations, the federal income tax return(s) for the business must indicate the number of years that the business

has been in existence

« For sole proprietorships, the federal individual income tax return(s) and any other documentation or information received must not contradict the number

of years that the business has been in existence as documented on Form 65, Uniform Residential Loan Application

Schedule Analysis Method Part I, Business Return Review
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LPA documentation Matrix
Tool to Help document your files Freddie Mac

— Updated for loans with settlement B S, ST P 2 & 00 bt ere oy
d ates O n O r afte r J u Iy 6 . 2 O 1 7 . Use the following information as a reference for documenting your Loan Product Advisor loans. For

complete documentation information and specific program eligibility requirements, refer to the Freddie
Mac Single-Family Seller/Servicer Guide (Guide). We recommend bookmarking the Guide link (Freddie

_ If you Choose to Implement On and |MacGuideURLpage)foreasyacoesstoAIIRegs_ |
after M arC h 6 ! yo u m u St CO m p |y With al I Income and Employment Documentation
asset Or a.l I the i n CO m e Chang eS y n Ot : m— g:j:rn::::tt:for Documentation Used to Verify Employment and Income

= Employed Income

just some of the new requirements . ooy B

= Additional Employed Income

- The eXiSting matrix (\]uly 2016) iS Sti” E %dinwmemmmencingaﬂertheNoteDate

available should you or your lender
choose to wait to implement until July e

6 . General Underwriting Reguirements

Credit and Liabilities

Verification Requirements
Reguirements for Resubmission to Loan Product Advisor

Reguirements for Resubmission to Loan Product Advisor After the Note Date

Nate: Historically, vertical revision bars ™| are used in the margin of this quick reference to highlight new requirements and significant
changes, however due to the many revisions and updates for income/employment and assets, we recommend you review the
document in its entirety.

February 2017 www.FreddieMac.com/leamn/

http://www.freddiemac.com/learn/pdfs/uw/docmatrix_settlement_dates july 6 2017.pdf

Schedule Analysis Method Part Il, Business Return Review 19 GEHWDrth


http://www.freddiemac.com/learn/pdfs/uw/docmatrix_settlement_dates_july_6_2017.pdf

For full functionality, download POF first before entering data. Please downioad before

each ion as are updated periodically.
o I | Genworth ),(’.

I

Calculator and Quick Reference Guide:
Schedule Analysis Method (SAM)

Please use the following calculator and quick reference guide to assist you in calculating qualifying income from tax returns, it provides
suggested guidance only and does not replace Fannie Mae, Freddie Mac, Lender or investor instructions or applicable guidelines

§ Form 1040 — Page 1 | 2005 | 2014 | ___NOTES |

In Case Study Part | We
Completed Sections 1-8
Personal Tax Return Review

e ) sy LT vany
Form 2106 Subtotal [ 1 5000 sooq

1l Schedule B - Interest and Dividends 2015 2014 NOTES

12 | Recutringimerest income Lne ! or Line 83) +

13 | Recurring Dividend Income (Line 5 or Line 93) +
Schedule B Subtotal $0.00 $0.00

1V Schodule C - Sole Propriatorship 2015 | 2014 | NOTES |

14 | Net Profit or Loss (Line 31) +l

15 | Nonrecutring Other (income) Loss or Expenses (Line &) */-

14 | Depleton (Line 12) .

17 | Depreciation (Line 13) +

18 | Meal and Entertainment Exchusion (Line 24b)

19 wsiness Use of Home (Line 30, Form 8829) +
20 | Business Miles. Page 2. Part W (Line 443)
20a x Depreciation Rate (2015 & 2014-22¢)

20b = Totai Mieage Deprecation + 0.00 0.00]
21 | Amortization/Casualty Loss only & noted (Page 2. Part V) +
Schedule C Subtotal 50.00 $0.00]

'\-\\ .-{-f
Schedule Analysis Method Part Il, Business Return Review 20 GEﬂWDI't ,*\ .



You Will Need

ANALYSIS OF THE
SELF-EMPLOYED
BORROWER
CASE STuDY

N MR
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The Case Study

You will be working with John and Mary Homeowner who:

— Mary owns 50% of an LLC called MHI
* The business filed a Partnership Return (IRS Form 1065)
» Mary receives a K-1

—John owns 100% of an S Corporation called Always Watching Security, Inc.
« John received the business tax returns for an S-Corp Return (IRS Form 1120S)
« John receives a K-1
« John receives a W-2 Wage Statement from the business

N MR

Schedule Analysis Method Part I, Business Return Review 22 Genworth 1:,+{:,
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Genworth Financial

MI - Tech Connections @ Lender Services Training Rates & Guidelines

Ml is now tax deductible through 2016.

LEARN'VIORE™ ©

—
e

®©

Road to Homeownership

Homebuyer
ucation

Online Course

Spanish, English and
{andiord versions available.

MI rates. Get HARP info.
Compare our rates to FHA!

Rate
JEXpress

Rates and
Comparisons Tool

Find and compare

TECH
CO ECTIONS

Let’s help someone buy a house today.

CONTACT US: 800 444.5664

Resource Cenier

2%%?FMI

Email Address

Password

LOGIN )

Forgot Password?

RESET PASSWORD ©

2 NEW TO THE SITE?

Create a user account

Need help? Call the ActionCenter@
at 800 444 5664 Mon — Fri 8am -8
pm ET. or email us at

Action.Center@Genworth com.
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Xy

Genworth s, Z.



Quick Reference Guide And Webinars

. ! 2
Genworth Financial 3,&

Home | Contact Us | Genworth.com | Site Map

_

Rates & Guidelines = Resource Center

MI @ Tech Connections : Lender Services

Print this Page

+ Mortgage Insurance

+ Recorded Webinars T RA I N I N G Webinar Schedule

+: 5903 & Marksiing Genworth Mortgage Insurance offers gomprehensive suite of Our webinar sessions

+ Self-Employed training opportunities to boost your knoWhow, benefit your address topics that are
Borrower Calculators bottom line, and serve your borrowers beNgr. essential to morigage

professionals.

+ TRID Resources What You Get with Training from Genwo!
+ Training FAQs m August 2016 Webinars

. Trainer Bios %) September 2016

" Webinars
e m Course Catalog

Courses Offered Industry
In A Variety | eading Trainers
Of Formats

Sign up to receive the
monthly training webinar
calendar here.

Self-Employed
Borrower

Calculators

Income Calculation Tools
and Reference Guides
For more information about Genworth Training offerings

please contact your Genworth Representative.

1-“‘\"*#;
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Quick Reference Guide And Webinars

Erint this Page

+ Genworth MI Tutorials
+ Recorded Webinars

+ Seli-Employed
Borrower Calculators

+ TRID Resources
+ Training FAQs

+ Trainer Bios

SELF-EMPLOYED
BORROWER
CALCULATORS

Use the following calculators and quick reference guides to
assist you in calculating and analyzing the average monthly
income of a self-employed borrower. It provides suggested
quidance only and does not replace Fannie Mae/Freddie Mac
instructions or applicable guidelines.

Due fo various internel browser versions, please dowrnload
and save FDF before entering data. Please note, calculators
are updated perodically.

Automated Income Calculation Tools
) Fannie Mae Form 1034 Calculator (2015-2016)

Ereddie Mac Form 91 Calculator (2015-2016)
m Scheduled Analysis Method (SAM) Calculator (2015-

2016

m Fannie Mae Rental Guide (Calculator 1037}

'm Fannie Mae Rental Guide (Calculator 1038)
Fannie Mae Rental Guide (Calculator 1039}

'm Quick Ratio — Liguidity Calculator (2015-2016)

Current Ratio — Liguidity Calculator {2015-2016)

Previous versions of income calculation forms can be found at
our Forms Library.

Easy To Use Reference Guide
m Fannie Mae Comparative Analysis Guide (Form 1088)

Webinar Schedule

Our webinar sessions

address topics that are

essential to mortgage
professionals.

March Webinar
Calendar

ﬁ April Webinar Calendar

'E Course Catalog

Sign up to receive the
monthly training webinar
calendar here.

Schedule Analysis Method Part Il, Business Return Review 25
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Calculator and Quick Reference Guide:
Schedule Analysis Method (SAM)

Plaaza uss the following calaulator and quick reference guikda to aasist you in calcuisting qualifying incoma from tax returnz. It prowdas
suggested guidance only and doas not raplace Fannia Mas, Freddia Mac, Landar or Investor instructions or applicable guidalinas.
| Form 1040 - Page 1 2016 2015 NOTES
1 Solt-Employod Wages or Similas ncome, W2 (Ling 5) *If untaxed income can ba
2 grossed up, sea cakulator an
Tas-Excmpl intarest (Line 3B fowrth page of this quide.
ASmoey, Rocoivad (Lo T1)

+
+
RA Fermon/Anniity Distributions {Lines 153 and/or 1639 +
+
+

Racurring Unamploymant Compansatian (Ling 197
Social Security Bonafits {me 203%)

Onher Income fLing Z1) +/-
Other: +-
Form 1040 Subtotal S 0.00 S 0.00

o <|o|w|n]wlw

2106 — Employee Business Expenses

? Total Expenses (Linas 83 + Bb; or 2106-EZ7 Lines 6 + 5) -

10 |osp fLin 78, ¥ o +
1N | Busipess Miles (Line 12 or 2108-£7 Lino 83)

1"a X Doprociation Rato (2016 and 2015.24¢)
b | - fotal Misage Doprociatian + 0.00 0.0
Form 2104 Subtotal 5000 $0.00

1l Schedule B - Interest and Dividends 2016 2015 NOTES
12 | Recurring Intarest incoma (Ling 1) or Line B3 fom 1040

13 | Recurring Dividend incoma (Ling 5} or Lino S from 1040 +
Schodule B Subtotal 5000 5000
IV Schedule C - Sole Proprietorship 2016 2015 NOTES
W | NotPrott or Loss{Line 31) +H-
15 | Nonsacurring Other (ncome) Loss or Espensus (Lino &) +/-
1 | Deploson iting 12 +

17 | Dapeacaton [Ling 13}
18 | Mazand Entertanmant Eschusion (Line 24h) -
12 | Business Uso of Homa (Lino 30, Form 8829) +
20 | Business Mides, Fago 2, Part Viline 443)

203 | X Doprociation Rats (2016 and 2015-24¢)

208 - Total Mioage Daprociation + 0.00 0.00
21 | AmortizationVCanalty Loss only f noted (Page 2, Part V)
Schadule C Subtotal S0.00 S0.00
Rav0217 This Glcdator cin be found 3t mi.genworth.com/Training

Page 105

A
Schedule Analysis Method Part Il, Business Return Review 26 Genwort ;*F,
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Access SAM Reference Guide Page 2

Partnership Cash Flow
Part 1: Schedule K-1 (Form 1065) Cash Flow

Evaluata the X-1 income and the business mcoma as requirad by your investor.

IX Partnership Schedule K-1 (Form 1045)

*Obtain Form 8825, Schedule
of Rental Properties.

1 Ordinary Income or Loss (Line 1) +/-
2 Net Rental Income (Loss) (Lines 2 and 3)* = A
3 Guaranteed Payments to Partner {Line 4) +

Subtotal

S0.00

$0.00

Part 2: Partnership (Form 1065) Cash Flow

Check mvastor guidalines for uza of businass incorne to qualify.

X Partnership (Form 1065) 2016 2015 NOTES
4 Passthrough (Income} Loss from Other Partnerships {Line 4} +/- *Only add back eligible
5 Noarecurring Other {Income) Loss (Lines 5, 6 and 7) +/- et Tosses:
& Depreciation {Line 163} + **Follow specific investor
- - guidelines; Adjustments
7| Depletion {Line 17) + may not be required if there
8 | Amortization/Casualty Loss (Line 20 - only if notad on attached | 4+ is evidence these roll over
statement)* regularly, these are verifled
to be afine of credit orif the
9 Mortgages or Notes Payable in Less Than 1 Year (Scheduie L, - Bosness s sulbdent assets
Line 16, Column d)** to cover the kability.
10 | Travet and Entertainment Exclusion (Schedule M-1, Line 4b) -
11 | Subtotal = S 0.00 S0.00
12 | Multiplied by Ownership Percentage X % %
Partner’s Total Share of Income S0.00 50.00

Schedule Analysis Method Part Il, Business Return Review
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Analyzing IRS Form K-1

Selling Guide
Published June 28, 2016

> Guide Table of Contents

FSean:h guide content

BACKTOPARTE >

N B3-3.2.1-08: Income or Loss Reported on IRS Form 1065 or IRS Form 11208,
/' Schedule K-1 (06/28/2016)

This topic contains information on income or loss reported on IRS Form 1065 or IRS Form
11205, Schedule K-1, including:

Income or Loss Reported on IRS Form 1065 or IRS Form 11203, Schedule K-1 >
Documentation Requirements 3

Income or Loss Reported on IRS Form 1065 or IRS Form 11208, Schedule K-1

The version of Schedule K-1 that is uiilized to report a borrower's share of income (or loss) is based on how the business reports
earnings for tax purposes:

* parinership — reporied on IRS Form 1065, Schedule K-1;
= 3 corporation — reported on IRS Form 112085, Schedule K-1; and

* LLC — reported on either IRS Form 1065 or IRS Form 11205, Schedule K-1, depending on how the federal income tax retums
are filed for the LLC.

The lender must use caution when including income that the borrower draws from the borrower's partnership or S corporation as
gualifying income. Ordinary income, net rental real estate income, and other net rental income reported on Schedule K-1 may be
included in the borrower's cash flow provided the lender can confirm that the business has adequate liguidity to support the withdrawal
of earnings, as described below:

» [fthe borrower has a two-year history of receiving “guaranteed payments to the pariner” from a parinership or an LLC, these
payments can be added to the borrower's cash flow.

* |i the Schedule K-1 reflects a documented, stable history of receiving cash distributions of income from the business consistent
with the level of business income being used to qualify, then no further documentation of access to the income or adequate
business liquidity is required. But if the Schedule K-1 does not reflect a documented, stable history, then the lender must
confirm adequate business liquidity, as discussed below.

Schedule Analysis Method Part Il, Business Return Review 28 Genwort
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Analyzing Partnership Returns

Selling Guide
Published June 28, 2016

> Guide Table of Contentis

[ Search guide content

BACKTOPARTE >

P B3-3.2.2-01: Analyzing Partnership Returns for a Partnership or LLC (06/28/2016)

This topic contains information on analyzing partnership returns for a partnership or LLC,
including:

Overview 2

Evaluating the Business Income 2

Borrower's Proporfionate Share of Income or Loss >

Adjustments to Business Cash Flow >

Income from Parinerships, LLCs, Estates, and Trusts >

Qverview

Parinerships and some LLCs use IRS Form 1065 for filing informational federal income tax returns for the parinership or LLC. The
partner’s or member-owner's share of income (or loss) is carried over to IRS Form 1040, Schedule E. See B3-3 2-02_Business
Structures. for more information on partnerships and LLCs.

A borrower with an ownership interest in a partnership or LLC may receive income in the form of wages or other compensation from
the partnership or LLC in addition to the borrower's proporticnate share of income (or loss) reported on the Schedule K-1.

Evaluating the Business Income

When the borrower has 25% or more ownership interest in the business and business tax returns are required, the lender must
perform a business cash flow analysis and evaluate the overall financial position of the borrower’s business to determine whether

« income is stable and consistent, and
» sales and eamings trends are positive.

I the business does not meet these standards, business income cannot be used to qualify the borrower.

Borrower's Proportionate Share of Income or Loss

The borrower's proportionate share of income or loss is based on the borrower's partnership percentage of Ending Capital in the
business as shown on IRS Form 1065, Schedule K-1.

The lender can only consider the borrower's proportionate share of the business income or loss after making the adjustments to the
business cash flow analysis discussed below.
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Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Business and income:analysis

Requirements and quidance

Business review and analysis:

The Seller's analysis of the business must support that the business has sufficient liquidity and is
financially capable of producing stable monthly income for the Borrower.
¢ The analysis must include a review of the business tax returns

¢ The Seller's review must include, at a minimum, an analysis of gross receipts or sales, cost of
goods sold and gross profits. All should be typical for the type of business and reflect consistent
year over year trends. In addition, the business expenses should be reasonable for the type of
business activity and level of business income. Business tenure should be considered.

* The Seller may determine that review and analysis of the business financial statements, business
asset statements, and in the case of Partnerships and S corporations, an analysis of the historical
cash distributions, is necessary to establish the financial and liquidity standing of the business. In
addition, the Seller may calculate and consider the liquidity ratios of the business using generally
accepted accounting practices when analyzing the liquidity of the business.
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Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Business and income: analysis

Use of business income not reported on the Borrower's federal individual income tax
returns

* Income reported on the business tax returns but not on the personal tax returns may be
considered as stable monthly income, provided the Seller's analysis confirms that based on the
financial strength of the business, the use of these funds as personal income would not have a
detrimental impact on the business

Access to business income

Documentation is not required to verify access to business income for the following:
* Sole proprietorships

* Ordinary income, net rental real estate income, other net rental income and guaranteed
payments received from partnerships and S corporations

* W-2 income received from S corporations and corporations,

* Corporations, if the Borrower holds 100% ownership interest

If business income not reported on the Borrower's federal individual income tax returns is being used

to qualify and none of the categories above apply, then the Seller must verify that the Borrower's
legal right to the business income that is used as stable monthly income is not encumbered,
restricted or prevented by the corporate resolution, partnership agreement, or other comparable
document.
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1065 Partnership K-1

Line 1 Ordinary Income/Loss
$

Il
Line 22 Ordinary Income/Loss

$

Schedule E page 2

2y,
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Partnerships

o 1 065 U.S. Return of Partnership Income OME No. 18850123
For calendar 2016, or tax yoar beginning 2016, .20 )
oy bmmw:n.mmromtmmlu nmmom:::wwm Jform 1065 2%‘91 6
A Fmcpal business actiity) Name of parnership D Enployer kumScation number
Check for trends or changes e i mimas
8 Prncpalproduct or senicoll Type | Number, street, and room or suite no. f a P.O. box, see the nstructons. . Dato busness started
Service Of |5 Finance Drive 1/1/2009

C Business code rumber [| PN ["Gity or town, s2ato or province, country, and ZIP or foreign postal 0ode ke Total assets (sea the

— Gross Receipts e

55112 Ralge D137 [ 75,757
_ Cost Of ( ;OOd Sold G Check spplicabie baxes: (1) [J Initist return (2 [ Finairetum (3) [] Name change (§) [ Address change (5) [] Amended retum
(6) [ Technical termination - also check (1) or (2)
H  Check sccountng method: (1) [£] Cash @ O Accruat {3) [ Othes ispecity) >

| Number of Schedules K-1. Attach cne for each person who was 4 partner &t any time during the tax year »

—_ GrOSS PrOflt J_ Check It Schedules C and M-3 are attached . .. Y = |

Caution. Inciude only trade or business income and expenses on lines 12 through 22 below. See the ions for more
— Bottom line “Ordinary Income” i e DR - S
b Retumnsand allowances . . Soire o8 B B s 1b =
¢ Balance. Subtract line 1b from ﬁne la 1c
2 Cost of goods sold (attach Form 1125-A) 2
3 Gross profit. Subtract line 2 from line 1c . o 3
4 Mnarymcomeﬂoss)ﬁmnomarpaﬂnewshlps.estalss.mdwas(madl -+
5 Net farm profit {loss) {attach Schedule F (Form 1040)) ; L A B 5
g 6  Net gain (loss) from Form 4797, Part Il, line 17 (attach Form4797) o M WD ls 6
= | 7 Otherincome (loss) (attach statement) . . wNe N 7
8  Total income (loss). CmnmShesath'l 35 % 8 43,877
g 9 Salaries and wages (other than topambers)(lessemploymentaedm) ot SUp (B SUNS e 9 9,754
5 |10 Guaranteed paymentsto partners . . . . o b e 4 e 10 0
E |11 ‘Ropalmand maintananee ... . o o .v e 6 s e sow sie 6 snd o 40w e 1
S A CBAHOMINGS o 5.6 v suyy 8 bk Basrid Suyy @ bt SeSrid Suyv a6 wuse & | A
DA cheet s sl AR e W aF WA S8 W SE VR 8 8 bi s s 5,000
,:114 TEXOSANdRCONBOB « .+ o2 o e o6 3 sd s wie sie 3 sk e se e 14 554
5 (15 interest. . . . RN S R A T
= | 16a Depreciation (if rsqunsd mam chn 4562) 3. Eie Wive 16.] 2 117] B
i b Less depreciation reported on Form 1125-A and elsewhere on retum | 16b | [ 16¢c 2,147
§ 17 Dspiehon(bonotdoductolu:dmdaﬂdﬂon.) b et SA aieiel el Wb e diid e 17
18 Retirement plans, etc. . . § B NN SO R ShG I S e 18
§ 19 Envloyeebeneﬁtprogfams - 8 Bt Suy¥ A Bend S®ri®e Sy W% Kuge e 19
E 20 Omsrdmtxms(amachstmam() S 3 20 |si#1 4174
21  Total deductions. AadthsamoumssrwmmfadgfncolunmformesMMuughzo 21 22,629/
‘) 22 Ordinary business income (loss). Subtract line 21 fromfined . . . . . . . . . |22 21.248
Under penalties of perpry, | doclare that | have exammned this retun, including and and to the best of my
= Knowtedge and belied, # i true, correct, and complete. Doﬂxlbmdprmm (other than goneral partner or imited liabilty company member manager)
Sign s based on aF infommation of which preparer has any knowledge. R —
Here ) ) i Ves LMo
Sgnature of genaral partner or mited labiity company member manager Date
Paid Prnt/Type preparer's name Proparer’s signatn |uu cheac ' PN
Preparer |[lomTaxman solf-employed
Frmzname » Taxman & Lawless LLC Fem's EIND 271234765
Use Only .
Fim's address® 10 Main Street, Dailas, TX erone o, 972-555-1212
For Paperwork Reduction Act Notice, see separate instructions. Cat. Na, 113002 Form 1065 2016)
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1065 Partnership

Il
Line 22 Ordinary Income/Loss

$

K-1

Line 1 Ordinary Income/Loss

$

Schedule E page 2
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Partnership K-1

Profit

Beginning

50 %

J  Partner's share of profit, loss, and capital (see instructions):

Ending
a0

651113

OME No. 15450123

Schedule K-1 7

(Form 1065) 2016

Department cf the Treasury For calendar year 2018, or tax

intemal Revenue Senaoe year beginning 2016
ecing .20

Partner's Share of Income, Deductions,
Credits, etc.
EEXR information About the Partnership

A Parnnership's employer identification nurer

P Soe back of form and separate instructions.

16 | Foresgn transactons

bl
8 Partnersiyp's name, address, cty, state, and ZIP code
L1LC
Finance Drive
allas, TX 78111

23

C  IRS Center where partnershio fled retum
e-filed

0 [ Choox i this s a publicly traded partnership (ST

8 | Net short-term capetal gain (loss)

| Net long term capeal gan joss) 17 | Atomative minimam tax (AMT) tems

o G £8%) gain (loss)

a0 %

a0

20 %

50

F  Pamner's name, address, city, state, and 2IP code

Mary Homeowner
7 Galloping Hill Road
Dallas. TX 75432

member-manager member
D Foreign partner

H  [x] somestic partner

11 What type of ertity is this patner?  Individual

12 |fthis partnes 15 a retremant plan {IRASEP/Keogh/etc.), check horo

9c | Unrecaptured sechon 1280 gan

10 | Net section 1231 gain foss) 18 | Tax-exempt income and
nanceductbin exponmes

11 | Other income (loss) (o8| 9

| 12 | Secton 179 deducton
J  Panner's share of profft, loss, and capital (see nstructions)
ng 13 | Other docuctions |
Prote 50 % 50 %« QA 2| 20 | Otherinformation
Loss 50 % 50 %
Laptal 50 % 50 % A 23
al £ o year
Nonrecourse - . o Tsus B 14 | Self-employment earnings (oas)
Qualthed R
Rocourse . . . - . . . 8§ 13.540
L Parnor's copital account analysis: *See attached statement for additional information.
Begnang capitalaccout . ., $ 14,558
Cagital contnbuted during the year $
=
s A | il £
- o
(X vax bass O cae O Section 704) baok @
O otrer feiam =
&
M Dt the panner contribute property weh a buit-#n gain or loss?
O ves No
1f *Yes,” attach statement {see nstnuctions)
For Papor on Act Notice, see for Form 1065. IRS.gaviform1 065 Cat. No. 113848 Schedulo K-1 (Form 1065) 2016
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Rental Income - Partnership or S Corps

Rental Real Estate Inoome and
. 8825 artnersh hip or ans 5’0

-'-&-othut.

es of &

| O 1545 1 T

o o gt o £ aBin v b

ool b A0 BaS W DRrRondl Ute. See FEINtoas. See page 2 W It adafional pogediag.

(Tiwsosl sddmes of @ech  CrODNTy - oved,
starke, 2P code

o e Erder code 1.9,
“I’nmznu Forferts| Doye. | Peromet Use Deye

Q|0 >

Bartal Fud Edge Inoeme A

1 Gross waty H

Hamal Fey Extae Expenms

Add Ines 3 trough 14 x

propary. Sebarac e o6 fombsat | 7

1% Tomigrons sem 400 gros ks 1M M 2, Commas A ough N
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1065 Partnership K-1

Line 1 Ordinary Income/Loss
$

Il
Line 22 Ordinary Income/Loss

$

Schedule E page 2

1040

2y,
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Schedule E Partnerships and S Corps

Schedule E (Form 1040) 2016 Attachment Sequence No. 13 Page 2
Namg(s) shown on return. Do not enter name and social secunty number if shown on other side. Your social security number
John & Mary Homeowner 300-50-1234
Caution: The IRS compares amounts reported on your tax return with amounts shown on Schedule(s) K-1.

Part Il Income or Loss From Partnerships and S Corporations Note: If you report a loss from an at-risk activity for which

any amount is not at risk, you must check the box in column (e} on line 28 and aitach Form 6198. See instructions.

27 Are you reporting any loss not allowed in a prior year due to the at-risk, excess farm loss, or basis limitations, a prior year
unallowed loss from a passive activity (if that loss was not reported on Form 8582), or unreimbursed partnership expenses? If

you answered “Yes,” see Instructions before compieting this section. [] Yes [X] No
28 (@) Nams Cartnarsnp: 8 | Choroan e o iy amount s
for S corporation| partnership number not at risk

== A [VHI LLC — P O 26-1234567 O

B |Always Watching Security Inc. S ] 27-1234567 ]

c O] O

D ] L]

Passive Income and LOSs Nonpassive Income and Loss
(f) Passive loss allowed {g) Passive income (h) Nonpassive loss (i) Section 179 expense (i) Nonpassive income
{attach Form 8582 if required) from Schedule K-1 from Schedule K-1 deduction from Form 4562 from Schedule K-1

A 10,624.

B 32,901.

C

D

29a Totals | : : 43,525.

b Totals - |

30 Addcolumns(g)and(jjofline2%a. . . . . . . . . . . . . . . . o ... 30 43,525,

31 Addcolumns (f), (h),and (jofline29b . . . . . 31 |( )

32 Total partnership and S corporation income or (Ioss) Comblne llnes 30 and 31 Enter the

esult here and Include in the total on line 41 below . S W T s W W 8 P omowms i

'\-\\ .’:r
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1065 Partnership

Il
Line 22 Ordinary Income/Loss

$

Schedule E page 2

K-1

Line 1 Ordinary Income/Loss

$
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25 Liwa Crty— Tl it welle o stacsha in e .

£ 1040 §sriminiana ncoms Tax Rotum | 2016 s e

For tho yeer Jon. 1-Dec. 91, 2096, O o Iy Segiving | 416 andrg N Suup.-em
Voot Trst rams =nd SIS = s
John Homeowner 300-50-1234
F)  Sp0use s BN rame =t rame
Mary Homeowner 300-22-1111
HOMGS 000reas [Numter 300 strost. If you have 3 P.O. Dot 530 refucions. | Apt. na. Am.n“wm
i 2nd an Iné €0 3% oofrect.
Dallaz TX 75432 M'l ru&
Forugn country nams Forsign provincaiseatar ooty I""‘!‘F“m K o churgs s boror
e [ Yeu [ Spouse
Filing Status 1 O single 4 [J Heacot (wih quasying parscd. (500 |
2 & Married filing jintly {sven & anly one had incomo} 1 QRINNG Parsan &3 chiks but not your depandant, aisr B
Chack crly ana 3 [ Mesmiod filing soparataly. Enter spouso’s SSN above cric's rama has. >
b and #ul name hare. § [] Quattyng widow(er wn dopandent chiic
Exemptions Ga E’Youulllmmchnyw-.mdomtdmkbah S1Te s (o mﬂ"‘;?‘ 2
: EJ”‘_--‘ — B ooy P owrrs | (87 TomIm 1T e e T
{1} At reme Lsst mame ookt secuety vt e rﬁ‘;‘ﬁ-qm :g'.?'...';"';.'."'... —
m you due 1o drare
ff more than four [ [ e
dap e ] sn e
and 1= entersd sbowe  ______
chack hare »[] [m] El
d_ Total numbser of iors chimed —
Income 7 wwmmu;mrquz
8a Toxable iorcat. Attach Schodule B # requeed .
b Tax-oxemptrtarcst Do notincluda onfreBe , . i
'_zm 9 Ordinary drvidonds. Attach Schoduls B # requiad = pideE dns M
atvich Foorms b Ouelfiod dividands el 1]
W-2G and 0 Tnﬁbrduﬂn.aﬂﬂ:.nrcﬂmdmmbdmm- . Fisive <o 10
&“"- 44  MNimonyrocomed . . . - o F=Tin adlm S 11
12 MWMMMMCWC{Z . . 12 g,559.
13 Capital guin or floss). mmmmm»«mmm» ‘0 33 -3,000.
"Y‘“‘vﬁ“" 14 Othor gaire or flosnes. Attach Formd7a7 . . . . . N BTN
e iorm. 158 PAdsirbutions . [5s |thbhwrun . =]
Al = = 2 = - Az
7 Rontal sl catats, oyalies, paerships, S oop trusts, atc. Attach Schodda £ | 17 | 37,302
oo OF Fs Sootpe:ss L]
19 COMPENEN = §-:0-2 3505wt iate & 2i= s = 19
20s  Sccial security bencfis | 20a | | b Taxsble amcure )
21  Other incoma. List type and armount 24
22  Combine the amownts in the far nght colume for finas 7 throogh 21. This = your total mcome » 2 45,571,
23 Educator expersas . 23 7|
Adjusted 24 Ccmhm-mdmpqumrﬂ i
Gross foo-basis govarrment officais. Attach Form 2100 or 2100-£2 24 l
Income 25 Hoakh mvings nccount daduction. Attach Formsess _ | 25 | 3
28 Moving axpormcs. AttachForm3se3 . . ... . . | 26 | K
27  Doduotbl pat of so¥-empioymant tax. Amach Schodde ST~ | 27 605. |
28 Sclf-amploysd SEP, SMPLE, and qualifiedplars . . | 28 | i
2 Saf-omployod hoath nsuranco doduction .. . . [ 29 [k
30 Panalty on carly withdrawal of savings . NED |
3a  Nmony paid am;m» 3ia F
2  PRAdeduction . . . . - 22 (8
3 &ud-nhmnmdnnm . . |33} .
34 Tuition and foos. Attach Form 8917 | 34 | 4
33 Dummwmmhdnmmkmm 35
Page 2 3 Addlinca 23 through 35 . .. ... | £05.
37 Whumhnh-mwmm . siieize el R 48,966,
For Disclosurs, Privacy Act, and Paperwork Roduction Act Notice, 309 soparato instructions. BAR  NEvowss? TTW Form 1040 poig

w\ ff
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Remember We Must Confirm Liquidity

There was not a distribution so...

Income from Partnerships, LLCs, Estates, and Trusts

Income from partnerships, LLCs, estates, or frusts can only be considered if the lender obtains documentation, such as the Schedule
k-1, verifying that

* the income was actually distributed to the bormower, or

» the business has adequate liguidity to support the withdrawal of earnings. If the Schedule K-1 provides this confirmation, no
further documentation of business liquidity is required.

The lender may use discretion in selecting the method to confirm that the business has adequate liquidity to support the withdrawal of
earnings. When business tax retums are provided, for example, the lender may calculate a ratio using a generally accepted formula
that measures business liquidity by deriving the proportion of current assets available to meet current liabilities.

It is important that the lender select a business liguidity formula based on how the business operates. For example:

* The Quick Ratio (also known as the Acid Test Ratio) is appropriate for businesses that rely heavily on inventory to generate
income. This test excludes inventory from current assets in calculating the proportion of current assets available to meet current
liabilities.

Quick Ratio = {current assets — inventory) + current liabilities

» The Current Ratio {(also known as the Working Capital Ratio) may be more appropriate for businesses not relying on inventory
to generate income.

Current Ratio = current assets + current liabilities

For either ratio, a result of one or greater is generally sufficient to confirm adeguate business liquidity to support the withdrawal of
earnings.

Fannie Mae 2016 Selling Guide B3-3.2.2-01, Analyzing Partnership
Returns for a Partnership or LLC (6/28/2016)

-\-\\.’:r
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Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Business and income-analysis

Requirements and quidance

Business review and analysis:

The Seller's analysis of the business must support that the business has sufficient liquidity and is
financially capable of producing stable monthly income for the Borrower.
* The analysis must include a review of the business tax returns

¢ The Seller's review must include, at a minimum, an analysis of gross receipts or sales, cost of
goods sold and gross profits. All should be typical for the type of business and reflect consistent
year over year trends. In addition, the business expenses should be reasonable for the type of
business activity and level of business income. Business tenure should be considered.

* The Seller may determine that review and analysis of the business financial statements, business
asset statements, and in the case of Partnerships and S corporations, an analysis of the historical
cash distributions, is necessary to establish the financial and liguidity standing of the business. In
addition, the Seller may calculate and consider the liquidity ratios of the business using generally
accepted accounting practices when analyzing the liguidity of the business.

Schedule Analysis Method Part Il, Business Return Review 44 GEHWDrth



Freddie Mac Seller/Servicer Guide

5304.1: Stable monthly income and documentation requirements for self-employed Borrowers (Future effective date 07/06/17)

Use of business income not reported on the Borrower's federal individual income tax
returns

* Income reported on the business tax returns but not on the personal tax returns may be
considered as stable monthly income, provided the Seller's analysis confirms that based on the
financial strength of the business, the use of these funds as personal income would not have a
detrimental impact on the business

Access to business income

Documentation is not required to verify access to business income for the following:
* Sole proprietorships

* Ordinary income, net rental real estate income, other net rental income and guaranteed
payments received from partnerships and S corporations

* W-2 income received from S corporations and corporations,

« Corporations, if the Borrower holds 100% ownership interest

If business income not reported on the Borrower's federal individual income tax returns is being used

to qualify and none of the categories above apply, then the Seller must verify that the Borrower's
legal right to the business income that is used as stable monthly income is not encumbered,
restricted or prevented by the corporate resclution, partnership agreement, or other comparable
document.
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Balance Sheet

| Beginning of tax year

End of tax year

Schedule L Balance Sheets per Books
Assets

(a) (b)

(c)

(d)

T - N
2a Trade notes and accounts receivable .
b Less allowance for bad debts
3 Inventories
4 U.S. government obﬁgatlons
5 Tax-exempt securities i
6  Other current assets (attach statement)
7a Loans to partners (or persons related to partners)
b Mortgage and real estate loans : :
8  Other investments (attach statement) .
9a Buildings and other depreciable assets .
b Less accumulated depreciation
10a Depletable assets . .
b Less accumulated deplet:on -
11 Land (net of any amortization) . . . .
12a |Intangible assets (amortizable only)
b Less accumulated amortization
13  Other assets (attach statement)
14 Total assets . A
Liabilities and Caprlal
15 Accounts payable . .
16  Mortgages, notes, bonds payable In lessthan 1 year
17  Other current liabilities (attach statement)
18  All nonrecourse loans .
19a Loans from partners (or persons related to partners)
b Mortgages, notes, bonds payable in 1 year or more
20  Other liabilities (attach statement) .
21 Partners’ capital accounts o B om e
22 Total liabilitesand capital . . . . . . |
i
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Quick Reference Guide And Webinars

. ! 2
Genworth Financial 3,&

Home | Contact Us | Genworth.com | Site Map

_

Rates & Guidelines = Resource Center

MI @ Tech Connections : Lender Services

Print this Page

+ Mortgage Insurance

+ Recorded Webinars TRAINING

#:0lch & Marke i Genworth Mortgage Insurance offers ycomprehensive sui
+ Self-Employed training opportunities to boost your kno\-how, benefit your
Borrower Calculators bottom line, and serve your borrowers beger.

Webinar Schedule

Our webinar sessions
address topics that are

professionals.

+ TRID Resources What You Get with Training from Genwo!
+ Training FAQs m August 2016 Webinars

m September 2016
Webinars

m Course Catalog

+ Trainer Bios

A | W@

Courses Offered Industry
In A Variety | eading Trainers
Of Formats

Sign up to receive the
monthly training webinar
calendar here.

Calculators

Income Calculation Tools
and Reference Guides
For more information about Genworth Training offerings

please contact your Genworth Representative.

1-“‘\"*#;
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Liquidity Calculators

+ Genworth MI Tutorials
+ Recorded Webinars

+ Seli-Employed
Borrower Calculators

+ TRID Resources
+ Training FAQs

+ Trainer Bios

SELF-EMPLOYED
BORROWER
CALCULATORS

Use the following calculators and quick reference guides to
assist you in calculating and analyzing the average monthly
income of a self-employed borrower. It provides suggested
quidance only and does not replace Fannie Mae/Freddie Mac
instructions or applicable guidelines.

Due fo various internel browser versions, please dowrnload
and save FDF before entering data. Please note, calculators
are updated perodically.

Automated Income Calculation Tools
) Fannie Mae Form 1034 Calculator (2015-2016)
T2 Ereddie Mac Form 91 Calculater (2015-2016)

m Scheduled Analysis Method (SAM) Calculator (2015-
2018

lm Rental Income Calculator (2015-2016)

m Fannie Mae Rental Guide (Calculator 1037}
'm Fannie Mae Rental Guide (Calculator 1038)
m Fannie Mae Rental Guide (Calculator 1039}

'm Quick Ratio — Liguidity Calculator (2015-2016)
Current Ratio — Liguidity Calculator {2015-2016)

Previous versions of income calculation forms can be found at
our Forms Library.

Easy To Use Reference Guide
m Fannie Mae Comparative Analysis Guide (Form 1088)

Erint this Page

Webinar Schedule

Our webinar sessions

address topics that are

essential to mortgage
professionals.

March Webinar
Calendar

ﬁ April Webinar Calendar

'E Course Catalog

Sign up to receive the
monthly training webinar
calendar here.
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Solvency and Liquidity

Generally Accepted Accounting Principles

Calculator and Quick Reference Guide:
Liquidity (Acid Test or Quick Ratio)

Please use the following calculator and quick reference guide to assist you in evaluating liquidity from business returns. It provides
suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines. Please note all lines
referenced below are from the applicable business return’s Schedule L. If a Partnership did not complete a Schedule L (check Form
1065, Schedule B, Question 6 to verify one was not required), you cannot calculate liquidity from the tax form.

Liquidity (Acid Test or Quick Ratio)
1 Cash (P/Tship, S-C and Corp: Line 1d)

2 Tradenotes/Accounts Receivable Without Bad Debt (P/Tship, S-C and Corp: Line 2b[d])
3 US Government Obligations and/or Tax-Exempt Securities (Lines 4 and 5)*

4 Other Current Assets (Other Marketable Securities; P/Tship, S-C and Corp: Line 6d)*

5 Accounts Payable (P/Tship: Line 15d, S-C or Corp: Line 16d)

6 Mortgages, Notes or Bonds Payable in Less Than 1 Year (P/Tship: Line 16d, S-C or Corp: Line 17d)
7 Other Current Liabilities (P/Tship: Line 17d, S-C or Corp: Line 18d)

Acid Test Ratio 0.00 0.00

A result of one or greater is generally sufficient to confirm adequate business liquidity to support 0.00 0.00

the withdrawal of earnings.
*Check your lender/investor policy on whether to include Government Obligations, Tax-Exempt Click gray buttons to calculate result.
Securities and/or Other Marketable Securities. FRSanoee: X Fss) Dund F st seriTe

calculator will show an error message, but the
business is solvent.

-\-\\.’:r
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Liquidity-Current Ratio

Generally Accepted Accounting Principles

Borrower(s) Name(s) Loan Number ‘\ /

| | | Genworth = Z.

Property Address

Calculator and Quick Reference Guide:
Liquidity (Current or Working Capital Ratio)

Please use the following calculator and quick reference guide to assist you in evaluating liquidity from business returns. It provides
suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines. Please note all lines
referenced below are from the applicable business return’s Schedule L If a Partnership did not complete a Schedule L (check Form
1065, Schedule B, Question é to verify one was not required), you cannot calculate liquidity from the tax form.

Liquidity (Current or Working Capital Ratio)
1 Cash {P/Tship, S-C and Corp: Line 1d)

Tradenotes/Accounts Receivable Without Bad Debt (P/Tship, S-C and Corp: Line 2b{d]}

Inventories (Line 3)

2

3

4 US Government Obligations and/or Tax-Exempt Securities (Lines 4 and 5)*

5 Other Current Assets (Other Marketable Securities; P/Tship, S-C and Corp: Line éd)}*

=) Accounts Payable (P/Tship: Line 15d, 5-C or Corp: Line 16d)

Mortgages, Notes or Bonds Payable in Less Than 1 Year (P/Tship: Line 16d, S-C or Corp: Line 17d)
8 Other Current Liabilities (P/Tship: Line 17d, S-C or Corp: Line 18d)

Current Ratio 0.0 0.0

A result of one or greater is generally sufficient to confirm adequate business liquidity to support 0.0 0.0

the withdrawal of earnings. @
*Chack your lender/investor policy on whether to include Government Obligations, Tax-Exempt Click gray buttons to calculste result.

Please note: if Lines 6, 7 and 8 total zero, the
calculator will show an error message, but the
business is soivent.

Securities and/or Other Marketable Securities.
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Balance Sheet

Quick Ratio or Acid Test
Current Assets :  (Cash #1 + Acct Receivable #2 + #4+ #5 +Other Current Assets #6)

Current Liabilities: (Acct Pay. #15 + MNB #16 + Other Current Liabilities #17)
Balance Sheets per Books | Beginning of tax year End of tax year
Assets (a) (b) (c) (d)
1 G880 & oo s s s ogen o ow o & % oH 10,142 10,308
2a Trade notes and accounts receivable . . . '
b Lessallowanceforbaddebts . . . . . —
3 Inventorles . . . . . . . . . . .
4 U.S.government obllgatlons ..... 3
5 Tax-exemptsecurities . . . . . . .
6 Other current assets (attach statement) . . —
Liabilities and Capltal ' | I
15 Accounts payable . . | ‘
16  Mortgages, notes, bonds payable in less than 1 year %}
17  Other current liabilities (attach statement) . 6.000 %}

Current Assets: $10,308 + 0+ 0 +0+0 = $10,308

Current Liabilities: $0 + $0+ $0 = $0

Schedule Analysis Method Part Il, Business Return Review 51 GEHWDrth ;*\ .




Solvency and Liquidity

Generally Accepted Accounting Principles

Calculator and Quick Reference Guide:
Liquidity (Acid Test or Quick Ratio)

Please use the following calculator and quick reference guide to assist you in evaluating liquidity from business returns. It provides
suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines. Please note alllines
referenced below are from the applicable business return’s Schedule L. If a Partnership did not complete a Schedule L (check Form
1065, Schedule B, Question 6 to verify one was not required), you cannot calculate liquidity from the tax form.

Liquidity (Acid Test or Quick Ratio) 2016 2015
1 Cash (P/Tship, S-C and Corp: Line 1d) $10,308.00

Tradenotes/Accounts Receivable Without Bad Debt (P/Tship, S-C and Corp: Line 2b[d])

2
3 US Government Obligations and/or Tax-Exempt Securities (Lines 4 and 5)*
4 Other Current Assets (Other Marketable Securities; P/Tship, S-C and Corp: Line 6d)*

5 Accounts Payable (P/Tship: Line 15d, S-C or Corp: Line 16d) $1.00

Mortgages, Notes or Bonds Payable in Less Than 1 Year (P/Tship: Line 16d, S-C or Corp: Line 17d)

Other Current Liabilities (P/Tship: Line 17d, S-C or Corp: Line 18d)

Acid Test Ratio 1030800 44 34 0.00

A result of one or greater is generally sufficient to confirm adequate business liquidity to support 1.00 5 0.00

the withdrawal of earnings. O
*Check your lender/investor policy on whether to include Government Obligations, Tax-Exempt Click gray buttons to calculate resut.
Securities and/or Other Marketable Securities. Posse note: ¥ Links 3, ¢ and ] {okalaes the

calculator will show an error message, but the
business is solvent.

-\-\\.’:r
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Quick Reference Guide

Access

b51113

OME No. 15450123

Schedule K-1
(Form 1065)

of the Treasury
intemal Reverue Senace

2016

For calendar year 2018, or tax
yaar beginning L2016 10,624

16 | Foresgn transactons

— SAM Quick Reference Guide Section IX Pm.mna.mm"‘::m o [ m——

Cledlbetc

P Seoe back of form and soparate instructions.

— Partnership K-1 e i —

IX Partnership Schedule K-1 {Form 1065)
; Ordinary Income or Loss (Line 1)

*QObtain Form 8825, Schedule
of Rental Properties.

2 Net Rental Income (Loss) (Lines 2 and 3)* +/-
Atomative minimum tax (AMT) tem]
3 Guaranteed Payments to Partner (Line 4) + -
Subtotal 0.00 0.00
Galloping Hill Roas [ 18 Vax enempt income and
6 [X] Generm patnerar il O umioc parner or ctner LLC 11| Other income (loas) Cc| 9
member-manager member
M [X] Domestic partner O Foreign partoar =
11 What type of ertity s this patner?  Individual
12 |fthis partrer i a retremant plan {IRA/SER/Keogh/etc., check horo 19 | Datibutions
................... D 12 | Section 178 deducton
J  Panner's share of proff, loss, and capital (see nssructions:
Boginning 13 | Other docuctions
Prote 50 % 50 % A | 2| 20 | Other information
Loss 50 % 50 %
Captal 50 % 50 w A 23
X Panner’s share of liabiities & year enct
Nonrecourse . < i wue B W | Self-employment earnings (lcas)
Qualifed nonrecourss financing $
Aecourse . - . . . . . s 13.540
L Parnor's capital account anatysis: 'Se; attached statemerﬁforaddiﬁoné information.
Begnang capial accout s 14,558
Cagital contnbuted during the year %
Cusront yoar increase decreasa) s 9,781
s $( ) | £
Ending capita acoount $ 24,339 E
X vaxbous O cae O Section 704 book @
O other fexplai =
&
M Didthe patner contribute property wth a built-#n gain or loas?

RS gavifarm1 065

Cat. No. 113848 Schedule K-1 {Form 1065) 2016

O vYes X o
M *Yes,” attach statemnent {see nstructions)
Page 17 For Paperwork Reduction Act Notice, 5ee inatructions for Form 1065.
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b51113
[ Fnai k1 [ Amended k-1 OME No. 15450123
— - 8 (sth:::l:e:)q 2@16 s She of Cu Tncome,
1 | Ordinary business income (loss) opamere e s For calrcr yor 201, o b
yaar beginning L2016 10,624
ending .20 2 |Net rental real estate ncome (loss|
1 O .624 Partner's Share of Income, Deductions, BT g o ro—
| cledlh, etc. » Soo back of form and separate instructions. v
2  Netrental real estate income (loss) INiforaton AG e ParReis: R
A Pannorship's employer identification nurder [
26-1234567 5 | interest noome:
8 Parnorship's name. address, cty, state. and ZIP code 23
MHILLC 6a | Ordhnary dridends
3 | Other net rental income (loss) 5 Finance Drive ‘
Dallas, TX 78111 6b | Qualifiod dwidends.
€ IRS Certer where partnershi filed retum 7 :mm
e-filed
0 [ Cheox it this is a publicly traced partnership (TP} 8 | Net short-term capeal gan (Ioas)

| Nat long term capeal gan (oss) 17 | Atomative minimam tax (AMT) tems|

€  Pamner's dentfying number
300-22-1111 9b | Cabectiles 28%) gain (oss)

F  Pamner's name, address, city, state, and ZIP code

9c¢ | Unrecaptured section 1250 gan

(S L A F

Mary Homeowner

1558

b gy LETE siout L) 7 Galloping Hill Road 10 | Nat section 1231 gain (023 18 | Tax-axempt income and
R ST ey 0 . Datlas, TX 75432 ronceductbie expoies
: vy v~ ., 6 [X] Genem pantnerarLic [0 umees panner o cther LLE 17| Ohar income foas) (o8 9
o Curw® yur oo et . | m member-manager member
P' e | ety ¢ § 4 AL H & Somestic partnar [ pergigain
© Iy Gpte moa ] e ) 1 What type of areity s this partner? Individual

12 Ifthis partner i a retramant plan {IRA/SEP/Keogh/etc ). check horo 19 | Databutions
R . PO | [ T e T O 12 | Section 179 deducton
5 T tame 0 AR, o Lacmw alt Do v 3 w;movm‘r,wmwmm;w — |
0O toow g Prote 50 % 50w | A 2[ 20 | Ober formation
. Loss 50 % 50 %
Capaal 50 % 50 | A | 23

-: mnmmmﬁ.w.mo - et

0O v 8w .

K Parner's share of liabiltios & year enct

o Nonrecourse . « v suw B 14 | Self-employment earnings (lcas)
B ¥ T st st e TRCYN Qualrfedt nonrecourse financing H
Aecourse . . . . . i . H 13.540

Pinn-‘s cuon-: account -w:u “See attached statement for additional

Can We Use Ordinary Income/RentaI Income From K-17?
Was There A Distribution? Was quU|d|ty Verified?

D'-

i *Yes," attach statement {soe nstnuctions)

uuuuu . No. Schedule K-1 (Form 1065 2016
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Quick Reference Guide Partnership K-1

Partnership Cash Flow
Part 1: Schedule K-1 (Form 1065) Cash Flow

Evaluate the K-1 income and the business income as required by your investor.

IX Partnership Schedule K-1 (Form 1065)

1 Ordinary Income or Loss (Line 1) +/- 10.624.00 *Obtain Form 8825, Schedule
e of Rental Properties.

2 Net Rental Income (Loss)(Lines 2 and 3)* +/- 0.00
q Guaranteed Payments ta Partner (Line 4) 4+ |
Subtotal $10,624.00

Genworth Calculator Is A Tool. Lenders/Underwriters Review Each Loan

File And Determine Compliance With Fannie Mae Or Investor Guidelines.

Ny,
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Partnership K-1

4

Guarantead payments

Page 17

b51113

[ Finai [ Amerded k-1 OME No. 15450123

Schedule K-1 7

(Form 1065) 2@1 6

Department of the Treasury For calendar year 2018, or tax.

intemal Reverue Senioe Yo Bighnairig 2018
endng .20

Partner's Share of Income, Deductions,

Credits, etc. > Soo back of form and soparate matructions.

3 | Other net rental income (loas) 16 | Foregn transactons

A Panership's employer identification nurer

26-1234567
8 Parnorstip's name. address, cty, state, and ZIP code
MHILLC
5 Finance Drive
Dallas. TX 78111

23

6a | Orchnary dnidends

6b | Qualifiod dvidendds

C IS Conter where partnershin filed rotum
e-filed

T Royates

0 [ Chook it this = a publicly traced partnership (BTP)

8 | Net short-term capetal gain (loss)

300-22-1111

Ba | Nt long term capeal gun fosa] | 17| Atamative mnimam b T} mer

F Partner's name, address, city, state, and ZIP code

9b | Calectmies 20%) gain (o)

9c¢ | Unrecaptured section 1250 gan

11 What type of ertity s this patner?  Individual
12 Ifthis partner i a retremant plan {IRA/SEP/Keogh/etc.), check horo

Mary Homeowner

7 Galloping Hill Road 10 | Net secton 1231 gain floss) 18 | Tax-exempt income and

Dallas. TX 75432 ondudockble ghpsrnay

6 [xX] Genemi panneror il [0 wumees partner or cther LLC 11 | Other income (1oas) c| 9
member-manager member

H [ Somestic partner a Foreign partner e

2 | 12 | Section 179 deducton
J  Panner's share of profit, loas, and capital (see instructionsf
Boginning 13 | Other declctions |

Profe 50 % 50 % [ A 2| 20 | Other information

Loss 50 % 50 «

Captal 50 % 50 % A 23
K Panner's share of lisbiitios 2t year enct

Nonrecourse - . @ wus B 14 | Seif-employment carnings ficas)

Qualihed nonrecourse financing . §

Aecourse < == 4 ¥os 8 13.540
L Parnor's capital account analysis: "See attached statement for additional information.

Begnang capital account . s 14,558

Captal contnbuted during the year %

Cusront yoar increasa {decreasa) . $ 9,781

s $( ) | £

Ending capital acoount . $ 24,339 %

B Tax hasus O awve O Section 704 book @

O other fexplai ‘E
M Dicthe paner contribute property weh @ built-#1 gain or loas?

O ves No

1f *Yes,” attach statement {soe instnactions)

For Paperwork Reduction Act Notice, see instructions for Form 1065. IRS.gawform1 065 Cat. No. 113848 Schedule K-1 {Form 1065) 2016

Schedule Analysis Method Part Il, Business Return Review
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Quick Reference Guide Partnership K-1

Partnership Cash Flow

Part 1: Schedule K-1 (Form 1065) Cash Flow

Evaluate the K-1 income and the business income as required by your investor.
IX Partnership Schedule K-1 (Form 1065) 2016
1 Ordinary Income or Loss (Line 1) +/- 10.624.00 *Obtain Form 8825, Schedule
U of Rental Properties.

2 Net Rental Income (Loss) (Lines 2 and 3)* +/- 0.00
3 Guaranteed Payments to Partner (Line 4) - 0.00
Subtotal $10,624.00

S0.00

Guaranteed Payments Can Be Used; Follow Investor Policy If Two Year

History Is Required Or Only A History Of Receipt And Likely To Continue

Schedule Analysis Method Part Il, Business Return Review 57 Genworth ,*{:,



SAM Form Section Xl, IRS Form 1065

. 1069

Oepartmentt of the Treasury
imtamal Aoverwe Senvice

U.S. Return of Partnership Income | omeno sesoms
For calendar yoar 2016, or tax yoar beginning 12016, ending .20 o 2@1 6
> Information about Form 1065 and its instructions is at www.irs.gov/form1065. A

8 Pracpal prodict or 0ves] Type | Number, street, and oom or suste no. # a P.0. bax, 500 the nstructons.

Part 2: Partnership (Form 1065) Cash Flow [

Check investor guidelines for use of business income to qualify.

X Partnership (Form 1065) 2016 2015 NOTES
% Passthrough (Income) Loss from Other Partnerships (Line 4) +/- | *Only add back eligible
5 Nonrecurring Other (income) Loss (Lines 5, 6 and 7) +/- Other” losses.
6 Depreciation (Line 16a) + **Follow specific investor
- - guidelines; Adjustments
7 Depletion (Line 17) + may not be required if there
8 Amortization/Casualty Loss (Line 20 - only if noted on attached | + is evidence these roll over
statement)* regularly, these are verified
; to be a line of credit or if the
9 ron?:ggslor Nc:c;iiPayable in Less Than 1 Year (Schedule L, - hiiikans has silbcant asats
0910 SORHEN to cover the liability.
10 | Travel and Entertainment Exclusion {Schedule M-1, Line 4b) -
11 | Subtotal - $0.00 $0.00
12 | Multiplied by Ownership Percentage X % %
Partner’s Total Share of Income $0.00 $0.00
Sign Imowede s bt "'"f s complte edtion of repaer o g s ried 1y company member manager
Here '-:-:- T:
' Sgrature of genaml partnar or imited labiity company member manager ’ Date
Paid Pont/Type preparer’s name Proparer’s gnatso |oa- chaac e |Pm
Prepu’er e '.zmb axman :‘,.‘s N D 271234765
Use w ::::“m :nuntn u‘ u“:slsl::cfx P::nef‘n. !72-‘&!212
For Pape: Act Notice, see Cat. Na, 113902 Form 1065 2018)
Page 19
| . | A
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Partnership Form 1065

o 1065 U.S. Return of Partnership Income OME No. 18250123
DDt ot Treey) Tmz&m:o;::umm mm:::mmm /}:mw' 2@016
m Name of partnership Enptoyer kurdScatin mumber
Service MHILLC 26-1234567
B Prncpal procuct or senvicoll Type | Number, street, and 1oom or sute no. # a P.O. box, see the nstructons. Date busness started
Service ©F |5 Finance Drive 1/1/2009
C Business code mumber | PN ["Gity ar town, stato or province. country, and ZIP or foreign postal 0oce b Totm amsets sou the
Instructions)
55112 111 $ 75,757
G Check applicable boxes: (1) [ Initisl retun (29 [ Finat retum (3) [ Name change (4) [0 Address change (5) [0 Amended retum x PannerShlp (Form 1065) 2016
O . - A z
H  Check sccounting method: Do o D o L] oo osctti 4 Passthrough (Income) Loss from Other Partnerships (Line 4) +/- 0.00
I Number of Schedules K-1. Attach one for each person who was 4 partner &t any time during the tax year P
J_CheokfScheduesCondM3mestioched . . o c oo oo oo coe s e coc s s LU 5 Nonrecurring Other (Income) Loss (Lines 5, é and 7) +/- 0.00
Caution. include only trade or business income and expenses on lines 12 through 22 below. See the instructions for more information.
Ta GossrcapBorea®, . . 7 wen] T b Depreciation (Line 16a) 2,147.00
b Retumsandallowances . . . . . . . . . . . . 1b i
c Balance. Subtractline ibfromiineta. . . . . . . . . . . . . . . . . . 1c - .
2 Cost of goods sold (atach Form 1125-8) . - - . . . . . . . .. .- 2 7 Depletion (Line 17) 0.00
i Q T < —— [ 2 — 8 Amortization/Casualty Loss (Line 20 - only if noted on attached 0.00
6 Netgaln(loss)Form 479 PartIl, ine17(amcn Foma7on) . . . . . ... [® statement)” 3
e Qthincome (oas) (atiach stalecoeat) Z 3
__| 8 Totalincome loss). Combine lines 3 through7_. . . . . . . . . . . . . . 8 3877 9 Mortgages or Notes Payable in Less Than 1 Year (Schedule L, =
9 Salari d wages (other than to partners) (less employment credits) . . . . . . . 9 9,754 -
g 10 Gtara;.:;:!peyrrwwstopmers ................... 10 0 Lan 16' Column d P
& |13 andmaintenance . . . . . . . . . . 4w e e e e e e e e 1
z 42 :;Tufm oL - O S swer R ) B e IR B W B 12 10 | Travel and Entertainment Exclusion (Schedule M-1, Line 4b) -
§ 6000]
H st I 11 | Subtotal = $2,147.00
E 2141 12 | Multiplied by Ownership Percentage X %
Partner’s Total Share of Income S0.00
Q O 4174] I
22 _ Ordinary business income (loss). Subtmctllne?lfromﬁnes ......... ﬂi
Under penalties of perpry, | doclare that | have schedules and to the best of my
Sign m:uhm ‘;:‘mm:z?::imm of preparer (other than generl partner or mml-um company member manager)
Here } > TR e
Sgnature of genamal partner or imited labiity company member manager Date
paid Prnt/Type preparer s name Froparers ngnato |D- cheac e |Pm
mm Tom Taxman seit-employed
sname » Taxman & Lawiess LLC m’ > 271234765
UsoOnly :::‘sﬂ’ 10 Main Street, Dailas, TX :"m:f:: 972-555-1212
Furmmnmmmmmmmm Cat. No, 113902 Form 1065 2018)
Page 19
_ | | Xty
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Partnership Form 1065

FEDERAL STATEMENTS
2015 MHI, LLC

STATEMENT 1

FORM 1065 LINE 20

OTHER DEDUCTIONS
Legal and Professional 865
Printing 102
Office Expense 337
Telephone 265
Insurance 764
Bank Charges 225
Casualty Loss a16

a TOTAL 54,174

'\-\’t-’:'
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Partnership Form 1065

1065 U.S. Return of Partnership Income | omeno semons
Form For calendar year 2016, o tax yoor beginning 12016, onding .20 4 IG
dmr ’ > Information about Form 1065 and its instructions is at www.irs.gov/form 1065. 2@)16
A Pm:nllmaum!y Name of partnership Empboyer kurdScation mumber
Service MHILLC 26-1234567
B8 Princialprocuct of senicoll Type | Number, street, and room or suite no. i a P.O. box, 56e the Rstructons. Oato business started
Service ©F |5 Finance Drive 1/1/2009
C Business coce numoer | PNt TGty artown, stato or province. country, ana ZIF or foreign postal ooce ke Y otal assets fwo the
Instrur
55112 111 $ 75.757

G Check applicable boxes: (1) [ Initisl retun (29 [ Finat retum (3) [ Name change (4) [0 Address change (5) [0 Amended retum
(6) [ Technical temination - aiso check (1) or (2)

H  Check sccounting method: (1) [Z] Cash @ O Accruat 3) [ Other (epecity) > -
| Nunmaocsanguqu.AMmuumhpusmmmumumyrmedunngmeuxyub X Partnershlp (Form 1065)
J  Check It Schedules CandM-Sareattached . . . . . . . . . . . . ... . . . . ]
Caution. Inciude only frsde or business Income and expenses on fines a through 22 below, See the instructions for more information. Passthrough (Income) Loss from Other Partnerships (Line 4) 0.00
e dlignphehee . - - wom | Nonrecurring Other (income) Loss (Lines 5, 6 and 7) 0.00
¢ Balance, Subtractline Ibfromfineta. . . . . . . . . . . . . . . . .. 1
bR G R A S ST B NI oS R 3 Depreciation (Line 163} 2,147.00
3 Gross profit. Subtractline 2fromlinefc . . . . . . . . . . . L . oL L. . 3
E 4 Ordinary income (ices) from other partnerships, estates, and trusts (attach B £ Depletion (Line 17) 0.00
5  Netfarm profit (loss) {attach Schedule F (Form 1040) . . . . . . . . . . . . 5
B |} i N I e v e LS Amortization/Casualty Loss (Line 20 - only if noted on attached 916.00
__| 8 Totalincome loss). Combing lines 3through7 . . . . . . . . . . . . . . ] 43,877 statement)*
9 Salaries and wages (other than to partners) (less employment crediits) . . . . . . . 9 9,754
g 10  Guaranteed paymentstopartners . . . . . . . . . . .. . oaoe 4. 10 o Mortgages or Notes Payable in Less Than 1 Year (Schedule L, 0.00
E |11 Repairsandmaintenance. . . . . . . . . . . coe o e e e e e e e 1 Li 14, Col d)r* .
g V8 CBAIOMBIS o 5o io otun o bib Bt Sn B bis Gos St e wuge o 12 ine io, Lolumn
19 Rat: oS5 WA G B B SER oG S BE SR G B @R w 13 X
E 14 Taxesandlicemses . . . . . . . ... ... 14 '$_ Travel and Entertainment Exclusion (Schedule M-1, Line 4b) |
2 (a8 wdessrz 5 RAOE SMOW SUOSEOE SMOW I gaok S 0 MR 15
% |16a Depreciation (f required, attach Form 4562). . . . . . 16a | 2a07| [T Subtotal $ 3,044.00
M Less depreciation reported on Form 1125-A and elsewhers on retum | 16b | | 16¢ 2147 4
% e oyt s A & Multiplied by Ownership Porcentage %
19 Employeebenefitprograms . . . . . . . . . . . . . . . .. e 4. 19
E 20  Otherdeductions (attach statement) . . . . . . . . . . . . . . . . . . 20 [sin  aama| Partner’s Total Share of Income $0.00
21  Total deductions. Add the amounts shown in the far right column for lines 9 through 20 . 21 5:
22 _ Ordinary business income (loss). Subtmctllnezlfromﬁnes ......... 22 | 21,248
Under penalties of perpry, | doclare that | have scheduos and to the best of my
> nowiedge and belief, lam mwwmgmnmdmrmmnwwp-m-o.mml-ummmwmmmmqm
Sign = basad on ab hasany = e
Here ) ) e 7] Yes [ Mo
Sgnature of genamal partner or imited labiity company member manager Date
Paid Pant/Type preparer's name Froparers ngnato |D- cheac e |P"N
mm Tom Taxman seit-employed
Femisname  » Taxman & Lawiess LLC Fems EIND 271234765
UsoOnly — | Fum's adcvess™ 10 Main Street, Dailas, TX #none no. 972-555-1212
FmekmlmMMu,mmm Catt. Na, 113902 Form 1065 2018)
Page 19
_ | | Xty
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Partnership Form 1065

Balance Sheets per Books | Beginning of tax year End of tax year
Assets (@) (b) (c) (d)
Gasht| = v = 5w iz s w s pen A W 10,142
Trade notes and accounts receivable .
Less allowance for bad debts .
Inventories
U.S. government obllgatlons
Tax-exempt securities
Other current assets (attach statement)
Loans to partners (or persons related to partners)
Mortgage and real estate loans 5 oA W
Other investments (attach statement) .
Buildings and other depreciable assets .
Less accumulated depreciation
Depletable assets . :
Less accumulated depletlon
11 Land (net of any amortization) .
12a Intangible assets (amortizable only)
b Less accumulated amortization
13  Other assets (attach statement)
14 Total assets .
Liabilities md Capltal
15 Accounts payable .
16 Mortgages notes, bonds payable ln Iess than 1 year

5B e BP e PR Pu

18  All nonrecourse Ioans

19a Loans from partners (or persons related to parl:nefs)
b Mortgages, notes, bonds payable in 1 year or more

20  Other liabilities (attach statement) .

21 Partners’ capital accounts
22 Total liabilities and capital

Xy

Schedule Analysis Method Part Il, Business Return Review 62 GE r'IWDrth ,-,*\:



Partnership Form 1065

1065 U.S. Return of Partnership Income | omemo isesons

Form For calendar year 2016, o tax yoor beginning 12016, onding .20 4 IG

dmr ’ > Information about Form 1065 and its instructions is at www.irs.gov/form 1065. 2@)16

A Pm:numn-aum!y Name of partrership Employer kutfcation number

Service MHILLC 26-1234567

B8 Princialprocuct of senicoll Type | Number, street, and room or suite no. i a P.O. box, 56e the Rstructons. Oato business started

Service ©OF |5 Finance Drive 11172009

C Business code mumoer | PN [T Gity ar town, stato or province, country, and ZIP or foroign postal 6oce, b Total assets roe the
Instructions)

55112 111 $ 75.757

G Check applicable boxes: (1) [ Initisl retun (29 [ Finat retum (3) [ Name change (4) [0 Address change (5) [0 Amended retum

(6) [ Technical termination - atso check (1) or (2)
H  Check sccounting method: (1) [Z] Gasn @ O Accrua ) [0 Othes (specity)

I Number of Schedules K-1. Attach one for each person who was 4 partner &t any time during the tax year P

J  ChecklfSchedules CandM-3areattached . . . . . . . . . . . . . . . - . . . o . . . . . . .. ]

Caution. include only trade or business income and expenses on lines 12 through 22 below. See the instructions for more information.

X Partnership (Form 1065)

Passthrough (Income) Loss from Other Partnerships (Line 4)

Nonrecurring Other (income) Loss (Lines 5, 6 and 7)

1a Grossreceiptsorsales. . . . . . . . . . . . . 1a 43,877 L
b Petums wwlalowsnces: - ¢ siv g m s 1L = Depreciation (Line 16a)
¢ Balance. Subtractline tbfromfineta. . . . . . . . . . . . . . . . .. 1c
3 Gross ot Susmatine 2hom e 1o - . . . ... ... l.10[% Depletion (Line 17)
4  Ordinary income (icss) from other partnerships, estates, and trusts (attach . 4 ot 5 =
E 5 Netfam profit (loss) (attach Schedule F (Form 1040)) . . . . . . . . . . . . 5 Amortization/Casualty Loss (Line 20 - only if noted on attached
6 Nt gain (loss) from Form 4797, Part Il line 17 (attach Form 4797) . . . . . . . . 6 "
g 7 Otherincome (loss) (attach statement) . . . . . . . . . . . . . . . .. 7 Statement)
___| 8 Totalincome (loss). Combine lines 3 through7 . . . . . . . . . . . . . . 8 43,877 3
7 [ 9 Sataies and wages foher than o pariers) ess smployment credi) - . - - - S e ?ﬂ.oﬂ?:gceslor Ncg;iPayable in Less Than 1 Year (Schedule L,
5 |10 Guaranteed paymentstopartners . . . . . . . . . . L. L .. L L. 10 0 ine , Lolumn
E |11 Repairsandmaintenance. . . . . . . . . o4 4 o4 oe ew e e e e 4w e 1
g 12 Baddebts. . . . . ... ... 12 Travel and Entertainment Exclusion (Schedule M-1, Line 4b) |
B (98 imeet ™y sl AR 6 W S8 VRS B8 W S VR IS E B3 13 5.000
2|14 Taxesandlicenses . . . . . . . ... o.o.ooo.o ..o 14 554
%’ e oSl el sl e A B % 5 2 X 15 _ Subtotal $3,044.00
16a Depreciation (if required, attach Form 4562). . . . . . 16a 2147 == e N
£ | b Less depreciation reported on Form 1125-A and sisewhers on retum | 16b] TS 2a07] Multiplied by Ownership Percentage %
g |17 Desietion Do not deduct ofl and gas depletion) . . . . . . . . . 17
18 ' Roliromem plans, €lC. : ... = « . o e 6 sis w wis s s sie e aie e 18 s
B | g ¥ o et b ek 1 Partner’s Total Share of Income $0.00
E 20 Other deductions (attachstatement) . . . . . . . . . . . ..o 20 |ste 4978]
21  Total deductions. Add the amounts shown in the far right column for lines 9 through 20 . 21 5:
22 _ Ordinary business income (loss). Subtmctllnezlfromﬁnes ......... 22 | 21,248

Under penalties of perjry, | doclare that | have

and to the best of my

schedulos
Kmowtedge and belief, uam mwmm;wumrmmnwm-onmmum company member manager)

ﬁlgn = basad on ab has any o e
ere ) ) P Ves. OlNo
Sgnature of genamal partner or imited labiity company member manager Date
Paid Prnt/Type preparer's name Proparer’s signahise |o- O« |Pm
mm Tom Taxman seit-employed
Use my Fumiz name  » Taxman & Lawless LLC Fem's EIND 271234765

— | *wm'saddressP 10 Main Street, Dailas, TX

Snone no. 972-555-1212

FmekmlmMMu,mmm

Cat. No, 113802

Form 1065 2018)

Schedule Analysis Method Part Il, Business Return Review
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Partnership Form 1065

Schedule M-1 Reconciliation of Income (Loss) per Books With Income (Loss) per Return
Note. The partnership may be required to file Schedule M-3 (see instructions).

1 Netincome (loss) per books .

19,560

2 Income included on Schedule K, lines 1, 2, 3c,

5, 6a, 7, 8, 9a, 10, and 11, not recorded on
books this year (itemize):

6

a

Income recorded on books this year not included
on Schedule K, lines 1 through 11 (itemize):

Tax-exempt interest $

3 Guaranteed payments (other than
health insurance)

4 Expenses recorded on books this year
not included on Schedule K, lines 1
through 13d, and 16l (itemize):

19

Add lines 1 through 4 .

Deductions included on Schedule K, lines
1 through 13d, and 16l, not charged
against book income this year (itemize):
Depreciation $

Addlines6and 7 .
Income (loss) (Analysis of Net Income
(Loss), line 1). Subtract line 8 from line 5 .

Schedule Analysis Method Part Il, Business Return Review
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Partnership Form 1065

i 1 065 U.S. Return of Partnershlp Income OME No. 1545.0123
For calondar 2015, or beginning uﬁ\g %
Doparmment i e Tremny| '} \oiormation: ot P o o ts Separate Instructions Is mmnwmmma ' 2015

A Principal busroes actviy] Nama of partnarship Empioyer KemaMcation numbor
Savie MHILLC 26-1234567

B Prinopal product o mnvicel Type | Numbor, sivact, and room o suits no. If a P.0. box, 560 the Fstructicns. Dato businass started
5 Finance Drive 112009
[F Total asssts (s tha
instructions) e
$ 75,751'

G Check applicableboxes: (1} [ inita retum 2y [J Fnalretum 3) [ Namechange ) [ Adaress cnange ) O
® [0 Technical termination - also check {1) or {2

X Partnership (Form 1065)
H  Chack accounting metnoa: (1) [ casn @ O Accms @ [0 Other ispecity) »

| Number of Schedues K-T. Allach one for each person who was a parines at any Smeduing thetaxyear® 4 Passthrough (Income) Loss from Other Partnerships (Line 4} +/- 0.00
J Chack If Schadules C and M-3 are attachad

Caution. Include only trade or businass income and expenses on lines 1a through 22 below. See the instructions for more info

5 Nonrecurring Other {(Income) Loss (Lines 5, 6 and 7) +/- 0.00
ia Grossreceiptsorsaks. . . . . . . . . . . . . 1a 43977 C ‘
b Retumsandallowances . . . . . . . . . . _ . 1ib = s _ae a
c Balmn: &Jt:rwi\elblrmnhem .................. ic 6 Deprec'at'on (L’ne 168) £y 2'147‘00
2 Costof goods sold (attach Form 1125-8) . . . . . . . . . . . . . .. .
3 Gross profit. Subtractline 2 fromfne1c . . . . . . . . . . . . . . . . . 7 Depletion (Line 17) g 0.00
4 Ordinary income (loss) from other partnerships, estates, and trusts (attach P 4
4 g "N:‘,;'f_.':(;o":;,,;“':’;m"“ms,%;,,,"“;_‘,,“;T;‘;;‘;’;’.’,Fo-,m'ﬂ;,,,' Rl el 8 Amortization/Casualty Loss (Line 20 - only if noted on attached 916.00
7 Otheri lloss) (attach statement) . . . . . . . . . . . _ .. 7 * .
s m.r'm! soatbmiinds 3TN USSR UGG - statement)
:::, gm‘,gg:ﬁ:fm'_ PRSI iy ne o ::’, 9 Mortgages or Note:rs*Payable in Less Than 1 Year (Schedule L, - 0.00
i EERBNERICE . = ivx s A5 hi= =ife cAMCe E e st = iE $ o
12 Badpa::bts ........................... 12 L,ne 76' COIumn d)
s ?:,";,;d.'ca.,'“‘s; % T N e e B e Eomew s e (R 10 | Travel and Entertainment Exclusion (Schedule M-1, Line 4b) = 15.00
AB, SIbEEEh:. . o civm mnm R e BN s aive SEie HRSIA SR Sianae 15
£ |46a Dsprecﬁt (ff required, attach Form 4562). . . . . . 16a | e =
| § b Lsssden;nm::pamdmmmrnmmm«\m 16b] Z”’I 16c 1 SUthtal - $ 3'044'00
17  Depletion (Do not deduct ofl and gas depletion.) . . . . . _ . . . . . . 7 = ;
18 Retrementplans, etc. . . . . g g/t e 12 | Multiplied by Ownership Percentage X %
19 Employee benefitprograms . . . . . . . . . . . . . geiTun: an i ] 19
B[S0 Tondocationn A s e s i s gt ok o e S s 20.. [T Partner's Total Share of Income $0.00
22 Ordinary business income (loss). Subtract line 21 fromline 8 . .~ . . . . . . . 22 21.2
Under ponaltics of porpry, | doclare that | have sxaminad this return, ncluding hadules and and to the bast of my 3
Sign It L v et eyt Dot ol e o e B b b i "’
Hm ’ ’ Yes No
Sigrutura of genaral partner or femited Sabity company mambar managor Dato
Pad [ re Proparers Sgaiurs |n... O Ivnn
mm [Tom Taxman g&!m
UseGr; Frm'snemo  » Taxman & Lawless LLC Frm's EIN> 27-1234765
Frm's addreas »  10Main Sreet Dallas TX Phore ro. 972-555-1212
For Paperwork Reduction Act Notice, see separate Instructions. Can. No. 113002 Form 1065 (2015
Page 19
) . . w\ }ﬁ.
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Partnership K-1

Page 17

b51113

[ Finai [ Amerded k-1 OME No. 15450123

Schedule K-1 7

(Form 1065) 2@1 6

Department of the Treasury For calendar year 2018, or tax.

intemal Reverue Senioe Yo Bighnairig 2018
endng .20

Partner's Share of Income, Deductions,

Credits, etc. > Soo back of form and ssparate matructions.

3 | Other net rental income (loas) 16 | Foregn transactons

A Panership's employer identification nurer

23

6a | Orchnary dnidends

26-1234567
8 Parnorstip's name. address, cty, state, and ZIP code
MHILLC
5 Finance Drive
Dallas. TX 78111

6b | Qualifiod dvidendds

C IS Conter where partnershin filed rotum
e-filed

T Royates

0 [ Chook it this = a publicly traced partnership (BTP)

8 | Net short-term capetal gain (loss)

Ba | Nt long term capeal gun fosa] | 17| Atamative mnimam b T} mer

300-22-1111

9b | Calectmies 20%) gain (o)

F Partner's name, address, city, state, and ZIP code

Mary Homeowner

9c¢ | Unrecaptured section 1250 gan

11 What type of ertity s this patner?  Individual

7 Galloping Hill Road 10 | Net secton 1231 gain floss) 18 | Tax-exempt income and

Dallas. TX 75432 SO P

6 [x] Generl parner or LLC [0 umees panner o cther LLE 11 | Other income (loas) c | 9|
member-manager member

H [ Somestic partner a Foreign partner e

12 Ifthis partnes i a retremant plan {IRA/SEP/Keogh/etc.), check hore

2 | 12 | Section 179 deducton
J  Panner's share of profit, loas, and capital (see instructionsf
Boginning 13 | Other declctions |

Profe 50 % 50 % [ A 2| 20 | Other information

Loss 50 % 50 «

Captal 50 % 50 % A 23
K Panner's share of lisbiitios 2t year enct

Nonrecourse - . @ wus B 14 | Seif-employment carnings ficas)

Qualihed nonrecourse financing . §

Aecourse < == 4 ¥os 8 13.540
L Parnor's capital account analysis: "See attached statement for additional information.

Begnang capital account . s 14,558

Captal contnbuted during the year %

Cusront yoar increasa {decreasa) . $ 9,781

s $( ) | £

Ending capital acoount . $ 24,339 %

B Tax hasus O awve O Section 704 book @

O other fexplai ‘E
M Dicthe paner contribute property weh @ built-#1 gain or loas?

O ves No

1f *Yes,” attach statement {soe instnactions)

For Paperwork Reduction Act Notice, see instructions for Form 1065. IRS.gawform1 065 Cat. No. 113848 Schedule K-1 {Form 1065) 2016
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SAM Form Section Xl, IRS Form 1065

X Partnership (Form 1065) 2016

4 Passthrough (Income) Loss from Other Partnerships (Line 4) +/- 0.00

5 Nonrecurring Other (Income) Loss (Lines 5, 6 and 7) +/- 0.00

B Depreciation (Line 14a) + 2,147.00

7 Depletion (Line 17) + 0.00

8 Amortization/Casualty Loss (Line 20 - only if noted on attached | + 916.00
statement)*

9 Mortgages or Notes Payable in Less Than 1 Year (Schedule L, - 0.00
Line 16, Column d)**

10 | Travel and Entertainment Exclusion (Schedule M-1, Line 4b) = 15.00

11 | Subtotal = $ 3,044.00

12 | Multiplied by Ownership Percentage X 50 %
Partner’s Total Share of Income $1,522.00
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Calculator and Quick Reference Guide

SAM Quick Reference Guide Form — Page 2 Section Xl S-Corp K-1s

S Corporation Cash Flow

Part 1: Schedule K-1 (Form 1120S) Cash Flow

Evaluate the K-1 income and the business income as required by your investor.

XI S Corporation Schedule K-1 (Form 1120S)

13 | Ordinary Income or Loss (Line 1) +/- *Obtain Form 8825, Schedule
of Rental Properties.

14 Net Rental Income (Loss) (Lines 2 and 3)* +/- E
Subtotal S0.00 S0.00

Part 2: S Corporation (Form 1120S) Cash Flow

Check investor guidelines for use of business income to qualify.

XIl S Corporation (Form 1120S) 2016 2015 NOTES
15 Nonrecurring Other {Income) Loss (Lines 4 and 5) +/- *Only add back eligible
16 | Deprecation (Line 14) + Othor™lossas;

17 | Depletion (Line 15) + ** Follow specific investor
guidelines; Adjustments

may not be required if there

18 | Amortization/Casualty Loss (Line 19 - only if noted on attached | +

statement)” is evidence these roll over
19 | Mortgages or Notas Payable in Less Than 1 Year (Schedule L, = regularly, these are verified
Line 17 Column d)** to be a line of credit or if the
20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) - business has,SUf.ﬁ .cuent assels
to cover the liability.
21 | Subtotal = $0.00 $0.00
22 | Multiplied by Ownership Parcentage X % %
Shareholder’s Total Share of Income 50.00 $0.00

w\ ff
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Analyzing IRS Form K-1

Selling Guide
Published June 28, 2016

> Guide Table of Contenis

[ Search guide content

BACKTOPARTE >

N B3-3.2.1-08: Income or Loss Reported on IRS Form 1065 or IRS Form 11208,
/" Schedule K-1 (06/28/2016)

This topic contains information on income or loss reported on IRS Form 1065 or IRS Form
11205, Schedule K-1, including:

Income or Loss Reported on IRS Form 1065 or IRS Form 11205, Schedule K-1 >
Documentation Requirements

Income or Loss Reported on IRS Form 1065 or IRS Form 11208, Schedule K-1

The version of Schedule K-1 that is uiilized to report a borrower’s share of income (or loss) is based on how the business reports
earnings for tax purposes:

« partnership — reported on IRS Form 1085, Schedule K-1;
* 5 corporation — reported on IRS Form 11203, Schedule K-1; and

* LLC — reported on either IRS Form 1065 or IRS Form 11205, Schedule K-1, depending on how the federal income tax returns
are filed for the LLC.

The lender must use caution when including income that the borrower draws from the borrower’'s parinership or S corporation as
gualifying income. Ordinary income, net rental real estate income, and other net rental income reported on Schedule K-1 may be
included in the bormrower's cash flow provided the lender can confirm that the business has adequate liquidity to support the withdrawal
of eamnings, as described below:

« |fthe borrower has a two-year history of receiving “guaranteed payments to the partner” from a parinership or an LLC, these
payments can be added to the borrower's cash flow.

« |fthe Schedule K-1 reflects a documented, stable history of receiving cash distributions of income from the business consistent
with the level of business income being used to gualify, then no further documentation of access to the income or adequate
business liguidity is required. But if the Schedule K-1 does not reflect a documented, stable history, then the lender must
confirm adequate business liquidity, as discussed below.
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S Corporation Income

Selling Guide
Published June 28, 2016

> Guide Table of Contents

Search guide content

BACKTOPARTE >

P B3-3.2.2-02: Analyzing Returns for an S Corporation (06/28/2016)

This topic contains information on analyzing returns for an S corporation, including:

Overview 2

Evaluating the Business Income

Borrower's Proportionate Share of Income or Loss >
Adjustments to Business Cash Flow 2

Qverview

S corporations and some LLCs pass gains and losses on to their shareholders, who are then taxed at the tax rates for individuals. 5
corporations and some LLCs use IRS Form 11205, Schedule K-1, for filing federal income tax returns for the corporation. The
shareholder's share of income or loss is camried over to IRS Form 1040, Schedule E. See B3-3.2-02, Business Structures, for more
information on S corporations. A borrower with an ownership interest in an S corporation or LLC may receive income in the form of
wages or dividends in addition to his or her proportionate share of business income (or loss) reported on Schedule K-1.

Evaluating the Business Income

When the borrower has 25% or more ownership interest in the business, the lender must periorm a business cash flow analysis in
order to evaluate the overall financial position of the business and confirm

» the business income is stable and consistent, and
» the sales and eamings trends are positive.

If the business does not meet these standards, business income cannot be used to qualify the borrower.

Borrower’s Proportionate Share of Income or Loss

The borrower's proportionate share of income or loss is based on the borrower's (shareholder) percentage of stock ownership in the
business for the tax year as shown on IRS Form 11205, Schedule K-1. The cash flow analysis should consider only the borrower's
proporiionate share of the business income (or loss), taking into account any adjustments to the business income that are discussed
below. Business income may only be used to qualify the borrower if the lender obtains documentation verifying that

= the income was actually distributed to the borrower, or

» the business has adequate liguidity to support the withdrawal of eamings. If the Schedule K-1 provides this confirmation, no
further documentation of business liguidity is required.

The lender may use discretion in selecting the method to confirm that the business has adequate liquidity to support the withdrawal of
earmings. When business tax returns are provided, for example, the lender may calculate a ratio using a generally accepted formula
that measures business liquidity by deriving the proportion of current assets available to meet current liabilities.
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S Corporation Income

Borrower's Proportionate Share of Income or Loss

The borrower's proportionate share of income or loss is based on the borrower's (shareholder) percentage of stock ownership in the
business for the tax year as shown on IRS Form 11205, Schedule K-1. The cash flow analysis should consider only the borrower's
proporfionate share of the business income (or loss), taking into account any adjustments to the business income that are discussed
below. Business income may only be used to qualify the borrower if the lender obtains documentation verifying that

= the income was actually distributed to the borrower, or

= the business has adequate liquidity to support the withdrawal of earnings. If the Schedule K-1 provides this confirmation, no
further documentation of business liquidity is reguired.

The lender may use discretion in selecting the method to confirm that the business has adequate liquidity to support the withdrawal of
eamings. When business tax retums are provided, for example, the lender may calculate a ratio using a generally accepted formula
that measures business liquidity by deriving the proportion of current assets available to meet current liabilities.

It is important that the lender select a business liguidity formula based on how the business operates. For example:

= The Quick Ratio (also known as the Acid Test Ratio) is approprigie for businesses that rely heavily on inventory to generate
income. This test excludes inventory from current assets in calculating the proportion of current assets available to meet current
liabilities.
Quick Ratio = (current assets — inventory) + current liabilities

= The Current Ratio (also known as the Working Capital Ratio) may be more appropriate for businesses not relying on inventory
to generate income.
Current Ratio = current assets + current liabilities

For either ratio, a resuli of one or greater is generally sufficient to confirm adequate business liquidity to support the withdrawal of
earnings.

A
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K-1

1120S Corporation -

Line 1 Ordinary Income/Loss
Il
Line 21 Ordinary Income/Loss Net Income/Loss

$

Schedule E page 2

Taxed at a personal rate

2y,
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11208 U.S. Income Tax Return for an S Corporation OMB M. 1545 0129
L > Do not file this form unless the corporation has filed o is A
S Co rps proelll IO~ T
oo Pty Information about Form 11208 and its separate instructions is st www. irs.gov/farmi 120s.
For calendar year 2016 or tax year baginning . 2016, ending . 20
A S slecton sfective Sils = D Employer demtfcation mumber
TAkY ] TYPE |AMays Watching Security. Inc. 27.1234567
B Busiens sctvity code : oR Nurrber, sfoet, and (oo o sulte no I & F.O. box. seo naucson. E Ows incorporated
Check for trends or changes Al o
54156 Oty cx lown, slafe Or provinge. country, wnd 2P O g poatel bode F Totwl miceets taam rnducions)
. € Owf i WSatmima ] Datias, TX 75432 s s o7z
— GrOSS recelpts G I the corporation olecting to bo an S corporation beginring with ®is tax year? [ Yes [2] No ¥ “Yes™ attach Form 2563 if not aiready filed
M Checkt. (1) [ Finalretum (2} [JName change B) [ Address change  (4) [] Amended ;eum {8) [] S election senmina®on or mvocation
| Enter the number of sharehokiers who were shareholders during any part of the tax year . »>
Cauion: clude onlly Tra0e Of DUSINESS INCOMS nd Cxpenes 0N N 13 through 21. o6 The IEEAIGHions 7 ars IGmTaton.
— Cost of goods sold T T G T o]
b Rstums andafowances . . . v
. c Balmaa.&madllmm‘mm!u o) fal7a oA AP SNdTa . souhE aes | fel 361,725
—_— GrOSS prOfIt q 2 Costof goods sokd {sttach Form 1128-A) . 2 viesss|
3  Gross profit. Subtract line 2 from o 1 . 3= . ¥ et e 3 245,189 |
. “ . ’ 4 Net gain fioss) fom Form 4787, line 17 jattach Foﬂn~7’9n XA B O S O RN A O 4
— Bottom line “Ordinary Income § Neimntelaiedion st | BT T
6 Total income (loss). Add ines 3tteough & . . ... > s 245,189
. w 7 Cmumnbono‘ofﬁmrswmﬂmm—anxhhmlu&a 7 5,000
—Were W-2 wages paid to §2 Mot L P B -
g p E 9 FAopairsand manmtenance . . . . . . : P i3S et SHERT B ) Jos|
Z| 10 Baddebts . . s e o . ' 4 it ¢ 10
borrower’) £ 1 o A G GO T e T 1os6|
. E| 12 Taxes and licerses . e SN i P 533 TSR TRFIS RS 12 s3a8|
Z[13  irterest R 13
@ 14 DcotocmmmtchrmdonFmH"S-Acrd:awhnmmmun(amhFovmh&) £ i 14
§ 16 Depletion {Do not deduct oll and gas dopletion.) . . . . . = Ia TRV PO 15
{16 Advorteing . y Sualie . . STy § 16 10,673
gn M\lompmd\amgubc ptms . R Sahed 4 17
=| 18 Employos bonefit progams ., e e e e e e e e e e e e 18
8119 Other docuctions (attech statement) . . . . . . . . - .. . - |olster  vessos|
; g 20 TYotal deductions. Add knes 7 through 18 ; : ST T coe e . |20 212.228)
21 Ordinary busin msmcmlmzo«msma o 21 32801
223 Exoess not passive income or LIFO recapture tax (300 instructions) Iml I
b Tax from Schedule D (Form 11208) . : 226 | | I
g c mmﬂumu&btmmmmmmww e e 3 220
2| 23a 2018 tax pay and 2015 Y to 2016 | 23a
5 b Tax deposted with Form 7004 . . AVIIORPRIN (-
o c cmnuwummmwﬁmlammFanunp 23¢
B| d Addinms2iathough2ic . . DHEE 4 23d
Bl 24 Estimated tax panalty (aee nstructions). Check if Form 22201 aftached . - e 0 |2e
E 26 Amount owed. If kne 23d is smaler than the total of Ines 22¢ and 24, mmmam P 25 o
26 Ovorpayment If ina 23d is largar than the total of Inos 22c and 24, enter amount overpaid 26
27 Entramount from Ina 26 Crodited to 2017 tax | =n 27
Uncer peroges of parjury. | decars g | have soarninaed this sstum, nchucing AT e v 1o e baxt of my loowiacioe wxd Selet 1t & bus,
comect, ard compreta. Dechenion of praceres (other thun ey e & Basec on af Pormason of wic® Dracesw fue ey (T =yre—re———
Sign l et S cragarer shown beow
Here ’wum- Tate ’m. - Eves O ro
P Ty preganes name Trecaser & Sgraioe Datw p
TN g I paeh
Use Only [Crsoes » Taxman & Lawless LLC Fava 6N 27.1234765
Faev's wirwss 10 Main Street. Dallas, Tx Prote e 972.555.1212
For Paperwork Reduction Act Notice, see separate instructions. Cat. Ne. 115108 Fuen 11208 20

Page 27
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S Corps

Review for W-2 paid from business
— Is this salary income or self employed income?
— Did we give credit for this income already?

5 300U-5U-1232 | b Evpioyer DNo.EIN)  27-1234567 | OME No. 1545-0008
C Empioyers name, 33dress, and ZI° code 1 wgs, tps, cther compn 2 Fed e tax withhed 3 Scoal secwty sages W‘2
JOHN HOMEOWNER 500C. 00 426.55 5p00.pp| Fom
ALWAYS WATCHING SECURITY INC. S5 mx withhaid Medcars wagez A0z | 6 Madicars tax wihhe Wage and
2 CORPORATE CT 310.00 5000.00 T72.50 Tax
DALLAS TX 75432 T Socisl securty tps B Alocated tipz ;
_ Statement
d Comrol No. 10 Depare care banefz | 11 Nonguaified plans 12a 2016
€ Erpioyess name, aodress, and 2F code aur (13 14 ceer 12b
Shutory employes D I
JOHN HOMEOWNER 12¢ e e v
7 GALLOPING HILL ROAD Retremertplert .. - D 12J ;ﬁ‘;wam
DALLAS TX 75432 e oy
Third-party sick pay |_| L
15 e  Smocyers siwe= IDnuvber | 16 Soate wages, toz, efic | | 17 Sbi= ncome tax 18 Local wages, tes, = 19 Cocs roome by 20 Locaity rame
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1120S S Corp

Il
Line 21 Ordinary Income/Loss

$

K1

Line 1 Ordinary Income/Loss

$

Schedule E page 2

Schedule Analysis Method Part Il, Business Return Review

N
Genworth 3,

4
Y,
e
¢
™



S Corp K-1

Ordinery business INcoma (loss)
32,901

Net rertal real estate Income (loss)

Ofhear net rentsl INCome (1055

Schedule K-1
(Form 11208)
Daparanent of e Trussury

Ieteral Paverus Senvics For cularatar yasr 2016, or s

ye Segrnng K
axtng .

Shareholder's Share of Income, Deductions,
Credits, etc.

2016 |

bhbﬁdhﬂl-ﬂmm

32.901
[ Tt vwrital i aatarm Ticome (oA |

Ottwr et (el nccrtm (leze)

m , 4 | tums boors
- " S | anary drecenas |
271234567
R TS, 3, CiTy, alsd. @ BF Co08 B | o dviow T4 | Foregn tosachons
Always Watching Security Inc,
2 Carporate Court 4 | Reyties
Dallss, TX 75432

Nat shon-lerm capfial gan fosa)

OMEB No 15450123

671113

For RS Use Ony

Did John Get A Distribution?

C WS Canter Whiere conporuion Mt setim B | 1T OG- SeeTn Capite Qe o)
e-filed
@ W | Cotecities D) gen ol |
D Shanhoioes intiyig s =[Gt e TR |
300-50-1234
der's i, SO wss, iy, sals, Mid 21 Cooe T | Tt sacton 1207 gai posa)
Joln Homeowner 10 | Ofter incoeme fices) 18 | Alurative marivrases o (AMT) Baesy
1 Galloping Hill Rosd
Dallas, TX 75432
p Shaeioider’ arrage o s
m‘;:m 100 RH
Vi | Suction 729 decucton 18 | 1awrs afuctng shursboncter busss)
C 339

78,891

[T [ORe nrcematen
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Page 2 of K-1 and Page 3 of Form 1120S

16. Items affecting shareholder basis

Tax-exempt interest income Form 1040, line 8b
Other tax-exempt income

Nondeductible expenses y
Distributions lsr;\ietruﬂ?d (?:sareholder S
Repayment of loans from
shareholders

moow>»

Sctmcas K-1 (Fom 11208 2006 Paoe 2
This list identifies the codes used on Schodule K-1 for ol reporting ‘who file Foem 1040,
For datafled reporting and fileg 300 the separate 1 and o your Income Tax retum.
Coow Frcort on
L on) T i ne (s i N Creot for wmpoyer socul
et o rerCarisive and antir o0 your retlm i folows: ety ant Medicas laxes
Foport on 0 Backup withhoksng Sae P Sharetckser's hatuction
Pisve lous Soe tie P Ot crets
Prcive ncame Schwtum E, e 28, conen ig) . Foreign
Netgaasiv 33 Schwtum E, e 28, cokenn ) A Name of country or US.
Noresastve noorme Schadui E, lbw 28 coleen ) ixasesann
Z hNm Ses e B Gross ncorme Yom el sourcas Farm 1116, Part 1
3. Ofther net remtel ncome (loss) € (ross Income sourced &
Nt inccme St E, liw 28, conemn ig) ateratuicer weel
et oas Sen Fe
4. itwewat ncome Fomm 3040, bew 32 O Pussive category
S Ormnary deksends Formn 3040, b S E Dol cutagery Fomm 1938, Pany
Sb. Quadifted divicunds Fomn 3040, lew 96 A !
e Roystties Schetum E, e & Qi wspense Form 1136 Puett
7. Net foss) s H  Othe Fom 1118 Purt b
= E brw 12 2 fowegn s
- PENO Y i e 1 Pasbve cutegory
Schecule D nayuctions|
Bc. Urrecuoturad section 1250 gain S Sm Sharetekours bt 3 Duleset cntegiry } Sniny, e
L Net section 1251 gue Joes) S e Shaetiies hatuctomn o
10 -Ofartcais fos L Tei forwn Suas jud Foan 1118 Pt i
M Ton foregn Sooes sconsed Form 1118 Pt il
A Other persicha Sestta N taooes st tor
] crdtt Foan 1116, e 12
C  Sec. 1255 comtructi & strachcten  Fomm 6781, e ) O Faruge rading grms nemiis Foom 8873
Mning aepionicn conts meaptos Ses fub. S35 P Cetstesions coome sctuson Ferm 8873
E  Otter excoms (o) Sou e Shaetckoe's iutuctons G Othe <
11, Section 170 deduction B I&‘ e AMT) foes
12 Othwr deductions o e gs e B e
A Cih conyibations S0%) : Achutud el o ot > Shandotiers
B Coh conntasions 530%) s g"‘:"""""“ ot frntnucsons and
€ Neneush coneBution G0W) e |
0 Noncash contitation (30%) Sem the Sharstorers H o Foem 6261
Instructons
E c‘-wmp:nyw-m —
F Cachul gun property (20%) A T -axsmet west beome Fom 040, boa B
8 Contriutorn (100%) - forsicny abvcorin
H o lmesanent stares: axpense Fonn 4952 tew 1 S
1 foyeity Income : Diitesticas prooexshrig >
4 See e aem bom
K Dwdatiorm—porticto 5% food Schutum A Sem 25 Lo,
L e ) EL »
~ e L
N Commucal nevialzation Seducson B tvmstimet @ penses Form 4852w &
ctves  SeeF ¢ ttaton
o EC o E
P Domesse prodacson sctiviles D Busts of sowigy Sew e Sharshckow s rutnctons
P mrton Sem Form BI0S natrucsons E  Facuum of tw-noore fousey
O Ouabfiet croducten scthifes ncome Fom 2003, e 7l Cradn {section SGED Fom 8611, b &
N Emplope’s Form W-2 weges Foam 8903w 17 ¥ Fecagtum of bw-Boome fousey
€ Othee e Sharstekders butuctos Form 3611, b &
14 Credits O Recaotum of mvesmern! credt Sew Form 4255
A Low-nconw heaing ection H o Fecasure of cther cradis Sow T Sharstckar s Imtnacton
(NS trtsen grw- 2008 tul 1 Lock-tmck immewst —cormpmted
8 Low-mcome housing crectt e o Narg-tems cortracts Sew Fuarm 860
.- 08 tauege 4 Look-teck rimeest —rsore dect
€ Low-ifcame houig crh Bection SonhaMashcidars ] S Formm 865
Q5D trom poat-2007 buldngs Ao X o ropenty wih
0 Lomdncone heuing ey wection 179
froem pose-2007 takdings L Recugmum of secton 179
€ Qualfied rehabiiation exhandtres et
Pronnial read estion) M Section 453053 nfunnation
F Ot seriad renl estats cwdits N Section 4S53Ag) ifonnation
G O mertad O Section 12808} oo
H Undsntui oo ganacwdl] Fomn 3040, few 79, bue s P inteet abocube B frocuction >
| ikl prchuce ekl Instrucsons
4 Work coponuntty ceclt O COF roncualfed wifcirewes
K Dl scces cod) Sou the Sarehoider's : Depietson rfomaton —of and g
L
T Secton 1080 mamascn
M Crest Sor sy remach U Nt nvstvent ncose
v
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1120S S Corp

Il
Line 21 Ordinary Income/Loss

$

K-1

Line 1 Ordinary Income/Loss

$

Schedule E page 2
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Schedule E Partnerships and S Corps

Schedule E (Form 1040) 2016 Attachment Sequence No. 13 Page 2
Namg(s) shown on return. Do not enter name and social secunty number if shown on other side. Your social security number
John & Mary Homeowner 300-50-1234
Caution: The IRS compares amounts reported on your tax return with amounts shown on Schedule(s) K-1.

Part Il Income or Loss From Partnerships and S Corporations Note: If you report a loss from an at-risk activity for which

any amount is not at risk, you must check the box in column (e} on line 28 and aitach Form 6198. See instructions.

27 Are you reporting any loss not allowed in a prior year due to the at-risk, excess farm loss, or basis limitations, a prior year
unallowed loss from a passive activity (if that loss was not reported on Form 8582), or unreimbursed partnership expenses? If

you answered “Yes,” see Instructions before compieting this section. [] Yes [X] No
28 (a) Name s | Phoon. cteaton iy ot
for S corporation| partnership number not at risk
A |MHI LLC 2 [l 26-1234567 L]
%B Always Watching Security Inc. — s [ 27-1234567 [
C ] O]
D ] L]
Passive Income and Loss Nonpassive Income and Loss
(f) Passive loss allowed {g) Passive income (h) Nonpassive loss (i) Section 179 expense (i) Nonpassive income
{attach Form 8582 if required) from Schedule K-1 from Schedule K-1 deduction from Form 4562 from Schedule K-1
B 32,901.
C
D
29a Totals ; ” : 43,525,
b Totals - |
30 Addcolumns(g)and(jjofline2%a. . . . . . . . . . . . . . . . o ... 30 43,525,
31 Addcolumns (f), (h),and (jofline29b . . . . . 31 |( )
32 Total partnership and S corporation income or (Ioss) Comblne llnes 30 and 31 Enter the
result here and include inthe totalonlined4ibelow . . . . . . . . . . . . . . . 32 43,525.
Page 11
2y
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1120S S Corp

Il
Line 21 Ordinary Income/Loss

$

K-1

Line 1 Ordinary Income/Loss

$
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Departrewt of fa Trasmry - =l Reewun Sorves

£ 1040 G income Tax Rotum IOO‘IGlmm,mu

25 Liva Oty Tl it wele o stagie i e e
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Mary Homeowner 300-22-1111
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Roctal radl catat, royaltios, partnerships, S corporations, trusts, otc. Attach Schedua £ | 17 37,302
e — — —=3
19  Unemploymant componsation T Scai= ia 19
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22 Combing the amownts in the fir right colure for Inas 7 throogh 21. Ths = your total income » | 22 49,571,
= 23 Edustorexpersas . . - L2 =
Adjusted 24 medmmmmd i
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27  Doductble pat of saf-smpioyment tax. Amach Schedde ST~ | 27 605. |§
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Solvency and Liquidity

Generally Accepted Accounting Principles

Calculator and Quick Reference Guide:
Liquidity (Acid Test or Quick Ratio)

Please use the following calculator and quick reference guide to assist you in evaluating liquidity from business returns. It provides
suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines. Please note all lines
referenced below are from the applicable business return’s Schedule L. If a Partnership did not complete a Schedule L (check Form
1065, Schedule B, Question 6 to verify one was not required), you cannot calculate liquidity from the tax form.

Liquidity (Acid Test or Quick Ratio)

1 Cash (P/Tship, S-C and Corp: Line 1d)
Tradenotes/Accounts Receivable Without Bad Debt (P/Tship, S-C and Corp: Line 2b[d])

2
3 US Government Obligations and/or Tax-Exempt Securities (Lines 4 and 5)*
4 Other Current Assets (Other Markatable Securities; P/Tship, 5-C and Corp: Line éd)*

5 Accounts Payable (P/Tship: Line 15d, S-C or Corp: Line 16d)

é Mortgages, Notes or Bonds Payable in Less Than 1 Year (P/Tship: Line 1éd, S-C or Corp: Line 17d)
7 Other Current Liabilities (P/Tship: Line 17d, 5-C or Corp: Line 18d)

Acid Test Ratio 0.00 0.00

A result of one or greater is generally sufficient to confirm adequate business liquidity to support 0,00 0.00

the withdrawal of earnings. .
*Check your lender/investor policy on whether to include Government Obligations, Tax-Exempt Click gray buttons to calculate result.

Please note: if Lines 5, é and 7 total zero, the
calculator will show an error message, but the
business is solent.

Securities and/or Other Marketable Securities.
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Liquidity-Current Ratio

Generally Accepted Accounting Principles

Borrower(s) Name(s) Loan Number ‘\ /

| | | Genworth = Z.

Property Address

Calculator and Quick Reference Guide:
Liquidity (Current or Working Capital Ratio)

Please use the following calculator and quick reference guide to assist you in evaluating liquidity from business returns. It provides
suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines. Please note all lines
referenced below are from the applicable business return’s Schedule L If a Partnership did not complete a Schedule L (check Form
1065, Schedule B, Question é to verify one was not required), you cannot calculate liquidity from the tax form.

Liquidity (Current or Working Capital Ratio)
1 Cash {P/Tship, S-C and Corp: Line 1d)

Tradenotes/Accounts Receivable Without Bad Debt (P/Tship, S-C and Corp: Line 2b{d]}

Inventories (Line 3)

2

3

4 US Government Obligations and/or Tax-Exempt Securities (Lines 4 and 5)*

5 Other Current Assets (Other Marketable Securities; P/Tship, S-C and Corp: Line éd)}*

=) Accounts Payable (P/Tship: Line 15d, 5-C or Corp: Line 16d)

Mortgages, Notes or Bonds Payable in Less Than 1 Year (P/Tship: Line 16d, S-C or Corp: Line 17d)
8 Other Current Liabilities (P/Tship: Line 17d, S-C or Corp: Line 18d)

Current Ratio 0.0 0.0

A result of one or greater is generally sufficient to confirm adequate business liquidity to support 0.0 0.0

the withdrawal of earnings. @
*Chack your lender/investor policy on whether to include Government Obligations, Tax-Exempt Click gray buttons to calculste result.

Please note: if Lines 6, 7 and 8 total zero, the
calculator will show an error message, but the
business is soivent.

Securities and/or Other Marketable Securities.
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Balance Sheet

ESZI]  Balance Sheets per Books
Assets

Trade notes and accounts recefvable

Lsssaluwmeefarbaddsbts.

u.s. gavmmmloblgatbm ovits & 3

Tax-exmlptaem:ﬂlestseehsm:ctbns)

Other current assets (attach statement) . . .

Morigage and real estate loans . .

Other investments (attach statement) . . .

Buildings and other depreciable assets . . .

11a Depletable assets wptrn A

b Lsesawurmlabddepbtbn i Rty

12 Land (net of any amortization) . . . . . .

13a Intangible assets (amortizable only) .

b Less accumulated amortization . .

14 Other assets (attach statement) . . . . .

15 Totalassets . . 4
ummmm

16  Accounts payable s

17 Mmmqes.nmbuﬂspeyabblnleasvmiyear

18  Other current liabilities (attach statement) . .

19  Loans from sharsholders . .

Matgages.mtes.bondspayu:blMyeerorm

Oﬂnrllabliﬁes(aﬁaehatawnem) o Ha% R

Addﬂmalpandhcapital \

Retained eamings 5

Adjustments to sharsholders” equnywstatemeno

Less cost of treasury stock = Al

Total liabilities and shareholders’ equity

-
cgooaoa&ucs;-

SeRR8REB

3,97
rorm 11208 2016)

Page 30
A
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Balance Sheet

Quick Ratio or Acid Test
Current Assets - (Cash #1 + Acct Receivable #2 + #4+ #5 +Other Current Assets #6)

Current Liabilities: (Acct Pay. #15 + MNB #16 + Other Current Liabilities #17)

Balance Sheets per Books Beginning of tax year End of tax year
Assets (a) (b) (c) (d)
1: @Gash: = & = o & Gk 41,470 9 A 8,972
2a Trade notes and accounts rece:vable
b Lessallowanceforbaddebts. . . . . . |l ) ( q
3 Inventories . . : N B R E
4 U.S. government obllgauons e 3
5 Tax-exempt securities (see instructions} . .
6  Other current assets (attach statement) . . . St #2 11,908 0-
Liabilities and Shareholders’ Equity
16  Accounts payable 9
17  Mortgages. notes, bonds payable in less than 1 year 9
18 Other current liabilities (attach statement) . . 2,363 St #3 4,286

Current Assets: $8,972+ 0+ 0+0+0 = $8,972

Current Liabilities: $0 + $0+ $4,286 = $4,286 2.09 - Solvency
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Quick Ratio

Calculator and Quick Reference Guide:

Liquidity (Acid Test or Quick Ratio)

Please use the following calculator and quick reference guide to assist you in evaluating liquidity from business ret
suggested guidance only and does not replace Lender, Investor or GSE instructions or applicable guidelines. Please
referenced below are from the applicable business return’s Schedule L. If a Partnership did not complete a Schedule
1065, Schedule B, Question 6 to verify one was not required), you cannot calculate liquidity from the tax form.

Liquidity (Acid Test or Quick Ratio) 2016
1 Cash (P/Tship, S-C and Corp: Line 1d) $8,972.00
2 Tradenotes/Accounts Receivable Without Bad Debt (P/Tship, 5-C and Corp: Line 2b[d])
3 US Government Obligations and/or Tax-Exempt Securities (Lines 4 and 5)*
4 Other Current Assets (Other Marketable Securities; P/Tship, 5-C and Corp: Line &d)*
5 Accounts Payable (P/Tship: Line 15d, 5-C or Corp: Line 16d)
[ Mortgages, Notes or Bonds Payable in Less Than 1 Year (P/Tship: Line 16d, 5-C or Corp: Line 17d)
7 Other Current Liabilities (F/Tship: Line 17d, 5-C or Corp: Line 18d) $4,286.00
Acid Test Ratio 8,972.00
A result of one or greater is generally sufficient to confirm adequate business liquidity to support 4,286.0¢
the withdrawal of earnings. @
Schedule Analysis Method Part Il, Business Return Review 88 ‘\ #
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671113

O Fo vt 0 senandoct 3 _OMBNa 15150120
5 K-1 —=T— r— 3 0 rent Y >
SC K-1 S
] Dagarunent of e Trassury
Shareholder's Share of Income, Msctlom > (oo e e o)
y ' OMM m bmmumumm
Let’s put numbers on our tool! ey T ——
Trdnary drocenes
B Corpostion's nams, sodwss, oy, stél, wnd 2F coce B | Cemiea dviawnds T4 | Forogn tosachons
Always Watching Security Inc, |
2 Carporate Court [F [P
Dallss, TX 75432 sl
S Corporation Cash Flow
- =1e = 0 U - 0
Evaluate the K-1 income and the business income as required by your investor.
orporatio =T . B U D16 U B3
9 13 | Ordinary Income or Loss (Line 1) i *Obtain Form 8825, Schedule
of Rental Properties.
14 Net Rental Income (Loss)(Lines 2 and 3)* +/- E
Subtotal $0.00 $0.00
n( Saction 179 Se0uCa0n - 1 mmm_
) IR N 339
. 1D 78,891
.? .
Q
2 ,
=3
w
; o 17 | Ofww wecemation
* See attached staternent for addional inforrmation.
For Pupecwork Ieducton Act NoSice, ses Iatructioos foe Form 11208 RS govtuen 1 1200 Cat. No. 115200 Schudum K-1 [Foem 11208) 2008

Page 25
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S Corp K-1

S Corp
—Was

1 | Crdinary business Incomes (loss)

K-1review
there a distribution?

32,901

2 | Met rental real estats Income (06s)

3| Other net rental INCome (10sS)

S Corporation Cash Flow

Part 1: Schedule K-1 (Form 1120S) Cash Flow

Evaluate the K-1 income and the business income as required by your investor.

Schedule K-1
(Form 11208)
n—-h:':srnm For cularatar yasr 2016, or s
ye Degrnng
-ung

Shareholder's Share of Income, Duhmﬂun

671113

CMBNQ!%—OQ‘S

Credits, otc bmmdmu*—m
F‘ = 3 [ vtnmat booem
(&
A G — e Trinary dracdenss
271234567
B Corpostion's nams, sodwss, oy, stél, wnd 2F coce B | Cemiea dviawnds T4 | Forogn tosachons
Always Watching Security Inc, ]
2 Carporate Court [E [P
Dallss, TX 75432
T [ Tt shon-tem captm gen fosa)
B | 1T gD gt Qe (o)

C WS Canter Whiere conporuion Mt setim
e-filed

| =T iwtormason

D Shasholoe’s iSentfying rmartee
300-50-1234

€ Sharehoider's nime, s0dess, ciy, state, snd 2IF cooe

John Homeawner
¥ Galloping Hill Rosd
|Dallas, TX 75432

P Shwencisers paoirmage of s
wrh for s e . 100

Otther incoma [icssd 18 | Aternative ssriries e (AT ey

Section 179 deducton 18 | hers afectog stusborier D)

NOTES

*QObtain Form 8825, Schedule
of Rental Properties.

»14

XI S Corporation Schedule K-1 (Form 1120S) 2016 2015
13 | Ordinary Income or Loss (Line 1) +/- 32,901.00

Net Rental Income (Loss) (Lines 2 and 3)* +/- 0.00

Subtotal $32,901.00
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671113

DOrnarr 0 senandoct 3 OMB Naw 1545-0123
- — e

Schedule K-1

S Corp K-1 S .
mtx:ssamof Inoom:’;ouct—loml,m o | Oy o T oo ol

S Corp K-1review s e

- . . A © p—— Aumbed Sa | Oinary dracenes
—Was there a distribution? S [ i—— o —

Always Watching Security Inc,
2 Carporate Court [ [P | |
Dallss, TX 75432

C WS Canter Whiere conporuion Mt setim

£ Shurehoider's mame, s0dess tiy, sate, and 21 cote T | Tt saction 1237 gan o)
John Homeowner 10 | Ottser incoma fiossd 18 | Alrmative sarirases e JAMT) Bee
7 Galloping Hill Rosd
Dallas, TX 75432
Shasehoider’ o
imriet e igisg : 00w f |

S Corporation Cash Flow
Part 1: Schedule K-1 (Form 1120S) Cash Flow

Evaluate the K-1 income and the business income as required by your investor.

e
H

XI S Corporation Schedule K-1 (Form 1120S) 2016 2015 NOTES
13 | Ordinary Income or Loss (Line 1) T 8 *QObtain Form 8825, Schedule
32,901.00 of Rental Properties.
14 | Net Rental Income (Loss)(Lines 2 and 3)* +/- 0.00
Subtotal $32,901.00 $0.00

* See attached staternent for addiSional inforrmation.

'hwmmm——mumnm RS govtuen 1 1200 Cat. No. 115200 Schudum K-1 [Foem 11208) 2008

Page 25
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S Corporation IRS Form 1120S

11208 U.S. Income Tax Return for an S Corporation OMB Mo 158 0129
Fom » Do not file this form unless the corporation has filed or is 2'.:)16
b attaching Form 2553 to elect to be an S corporaion.
mﬂu:-:-a:vh-. » » Information about Form 11208 and its separate instructions is at www.irs.gov/form1120s.

For calendar year 2016 o , 2016,

A S omcion etectve e | n—buq-nnﬂn‘-n_
pYa kY] 27.1234567

B Buainens sctvity code E O incorporated
e e

sa198 | T Tomal iwceets (e Wntecton)

€ Crwek ¥ o M3 amutme [] lnzl

G Is the corporation clecting to bo an 5 corporation begimming with S tox year? [ Yes [¢ No ¥ “Yes™ mnmmnmmw
H Checkt: (1) [J Findretun (2} [JNamechange @) [] Address change  (4) [] Amended mtum {5) [] S slection Senminasion or mocation
1 Enter the number of Wwho were during any partofthetaxyear . . . . . . . . . »

Cautson: include onlly trade o busingss INCOMS and oxPONses 0n INes 1a through 21. See the instructions %or Mmare INformation.

1a Grossroceiptsorsales. . . .. . . . . . - 4 4 4 - - 1a | !‘,75' Eﬁl

XI1 S Corporation (Form 1120S) 2016 2015 NOTES
915 Nonrecurring Other (Income) Loss (Lines 4 and 5) +/- | *Only add back eligible
16 Depracation (Line 14) + Othar” lossas,

17 | Depletion (Line 15) + ** Follow specific investor
guidelines; Adjustments

may not be required if there

18 | Amortization/Casualty Loss (Line 19 - only if noted on attached

statement)* is evidence these roll over
19 | Mortgages or Notes Payable in Less Than 1 Year (Schedule L, = regularly, these are verified
Line 17, Column d)** to be a line of credit or if the
20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) = business has.suf.fu-ment nssels
to cover the liability.
21 | Subtotal - $0.00 $0.00
22 | Mukiplied by Ownership Percentage X % o4

Shareholder’s Total Share of Income

e i Eatarmerte. and 13 e bext of my Iowiacoe s Selel 1t = tus,

ey ETr T
| e S srogarer showe beow
Tate . Tiw I:‘ Eves O ro
T & wgraios Tt TN
Pald Tom Taxman I ml

Use Only Farols nwew B Taxman & Lawless LLC Fams 6N B 27.1234765

Fue's wirwss > 10 Main Street. Dallas, Tx P e §72.555.1212
For Paperwork Roductson Act Notice, 560 separats inatrucSons. Cat. Ne. 115108 Foen 11208 201y
Page 27
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S Corporation IRS Form 1120S

Caution: Include only trade or business Income and expenses on lines 1a through 21. See the instructions for more information.

ia Grossreceiptsorsales. . . . . . . . . . . . . .. 1a 361,725
b Retumsandallowances . . . . . . . . . . . . .. ib

© ¢ Balance. Subtractlinetbfromlineta . . . . . . . . . . . . . . . . . .. 1c 361,725
g 2 Costof goodssold (attach Form 1125-A) . . . . . . . . . . . . . . . . .. 2 11653
9| 3 Grossprofit Subtract line 2fromlinete . . . . . . . . . . . . . . .. .. 3 245,189
~NI 4 Netgain (loss) from Form 4797, line 17 (attach Form4797) . . . . . . . . . . . . 4

5  Otherincome (loss) (see instructions—attach statement) . . . . . . . . . . . . . 5

6  Totalincome (loss). Add ines3through . . . . . . . . . . . . . . . . > |6 245,189
2 7 Compensation of officers (see instructions—attach Form 1125-E) . . . . . . . . . . 7 5,000
2| 8 Salaries and wages (less employment credits) . . . . . . . . . . . .. L L. 8 19,600
g 9 Repairsandmaintenance . . . . . . . . . .. h e 9 106
o100 Baddebis: wocon @ oww osvmom meow o e KON R R E RS e 8B 4 10
AL R R R R R RO R A R 11 1,0
6|12 Taxesandlicenses. . . . . . . ... 12 5,348
E‘ 13 Inferest . . . . e Check investor guidelines for use of business income to quality.
2114 Depreciation not claimed on Form 1125-A or e'zlsewhere on retum (attach Form 45 XIS Corp oration (Form 1120S) 2016
§| 15  Depletion (Do not deduct oil and gas depletion) . . . . . . . . . .
LI46 AdvertiSng . . . . .. e e e 15 | Nonrecurring Other (Income) Loss (Lines 4 and 5) s 0.00
g 17 Pension, profit-sharing, etc.,plans . . . . . . . . . . . . . . . * Deprecation (Line 14) +
5| 18  Employee benefitprograms . . . . . . . . . . oL L L L. g
8119  Other deductions (attach statement) . . . . . . . . . . . . . . 17 | Depletion (Line 15) +
E 20 2:?' ded:ctlons pfdd ey mmléghb:rgam I'. 20fr ’ l'. 6 """ 18 | Amortization/Casualty Loss (Line 19 - only if noted on attached | +

inary business income (loss). Sul ine 20 fromline6 . . . . . .

statement)*

19 | Mortgages or Notes Payable in Less Than 1 Year (Schedule L, -
Line 17, Column d)**

20 | Travel and Entertainment Exclusion (Schedulte M-1, Line 3b} =
21 | Subtotal = $0.00
22 | Multiplied by Ownership Percentage X %

Shareholder’s Total Share of Income S0.00
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S Corporation IRS Form 1120S

Caution: Include only trade or business Income and expenses on lines 1a through 21. See the instructions for more information.

ia Grossreceiptsorsales. . . . . . . . . . . . . .. 1a 361,725
b Retumsandallowances . . . . . . . . . . . . .. ib

© ¢ Balance. Subtractlinetbfromlineta . . . . . . . . . . . . . . . . . .. 1c 361,725
E| 2 Costofgoodssold attachFom 1125A) . . . . . . . . . ... 2 116,536
O| 3 Grossprofit Subtractfine2fromlinefe . . . . . . ... L 3 245,189
~| 4 Netgain (loss) from Form 4797, line 17 (attach Form4797) . . . . . . . . . . . . 4 |

5  Otherincome (loss) (see instructions—attach statement) . . . . . . . . . . . . . 5 |

6 Totalincome (loss). Add lines3through5 . . . . . . . . . . . . . . .. > | 6 245,189 |
2 7 Compensation of officers (see instructions—attach Form 1125-E) . . . . . . . . . . 7 5,000 |
2| 8 Salaries and wages (less employment credits) . . . . . . . . . . . .. L L. 8 19,600
g 9 Repairsandmaintenance . . . . . . . . L. .. 9 705
=140 Baddebls oo opox % ow oo e B s B RS B B N B S G B R 10 |
AL R R R R R RO R A R 11 1,05
5012 Taxesandlicenses . . . . . . . ... e e 12 5,348
B Do oo pas s s m e sas s weamEaa 13 |
&l 14 Depreciation not claimed on Form 1125-A or elsewhere on retum (attach Form 4562) . . . . | 14

rt5—Depetomr{bomottdedetoiramyas teptetom """ 8

§ 16 Adedising . . . . . . .. ... I Xl S Corporation (Form 11205)
|17 Pension, profit-sharing, etc.,plans . . . . . . .. ... 15 [ Nonrecurring Other (Income) Loss (Lines 4 and 5) +/-
-3 18  Employee benefitprograms . . . . . . . . . . .. L L L. x :
$119  Other deductions (attach statement) . . . . . . . . . . . . .. 16 | Deprecation (Line 14)
|20 Total deductions. Add lines 7through19. . . . . . . . . . . . . * Depletion (Line 15)
Q Ordinary business income (loss). Subtract line 20 fromline6 . . . . . .

18 | Amortization/Casualty Loss (Line 19 - only if noted on attached
statement)*

19 | Mortgages or Notes Payable in Less Than 1 Year (Schedule L, -
Line 17 Column d)**

20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) =
21 | Subtotal =
22 | Multiplied by Ownership Percentage X

Page 27 Shareholder’s Total Share of Income
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S Corporation IRS Form 1120S

Caution: Include only trade or business Income and expenses on lines 1a through 21. See the instructions for more information.

Income

ia Grossreceiptsorsales. . . . . . . . . . . . . .. 1a 361,725

b Retunsandallowances . . . . . . . . . . . . . . ib

{

¢ Balance. Subtractine tbfromlineta . . . . . . . . . . .. oo
Cost of goods sold fattach Form 1125-A) . . . . . . . . . . . . . . . ..
Gross profit. Subtractline 2 fromlinetc . . . . . . . . . . . . ...
Net gain (loss) from Form 4797, line 17 (attach Form 4797) . . . . . . . . . . .
Other income (loss) (see instructions—attach statement) . . . . . . . . . . . .
Total income (loss). Add lines3through5 . . . . . . . . . . . . . . ..

-
(2]

Deductions (see instructions for limitations)

17
18
19
20
21

Compensation of officers (see instructions—attach Fom1125-) . . . . . . . . .
Salaries and wages (less employment credits) . . . . . . . . . . . . . ..
Repairsand maintenance . . . . . . . . . . . ... ...

WIN S| &

Depletlon (Do not deduct oil and gas depletlon.) ........... 15
B, OVERTEING| 7 s % s 2 o¢ 8 5 g & % S 5 & 8 ox & 3 gy 4 @ B

Pension, profit-sharing, etc.,plans . . . . . . . . . . . . . . 16

Employee beneftprograms . . . . . . . . . . .. oL L L 17
Other deductions (attach statement) . . . . . . . . . . . . . . .

Total deductions. Add lines 7through 19 . . . . . . . . . . . . . §3
Ordinary business income (loss). Subtract line 20 fromline6 . . . . . .

19

20

21

22

Nonrecurring Other |income) Loss (Lines 4 and 5)

Deprecation (Line 14)

Depletion (Line 15)

Amortization/Casualty Loss (Line 19 - only if noted on attached
statement)*

Martgages or Notes Payable in Less Than 1 Year (Schedule L,
Line 17 Column d)**

Travel and Entertainment Exclusion (Schedule M-1, Line 3b)

Subtotal

Multiplied by Ownership Percentage

Shareholder’s Total Share of Income
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S Corporation IRS Form 1120S

Caution: Include only trade or business Income and expenses on lines 1a through 21. See the instructions for more information.

1a Gross receipts or sales
b Returns and allowances

............... 1a 361,725

-
o

© ¢ Balance. Subtractlinetbfromlineta . . . . . . . . . . . . . . . . . .. 361,725
g 2 Costof goodssold (attach Form 1125-A) . . . . . . . . . . . . . . . . .. 2 11653
2| 3 Grossprofit. Subtractline 2fromfinetc . . . . . ... L 3 245,189
~| 4 Netgain (loss) from Form 4797, line 17 (attach Form4797) . . . . . . . . . . . . 4

5  Otherincome (loss) (see instructions—attach statement) . . . . . . . . . . . . . 5

6 Totalincome (loss). Add lines3through5 . . . . . . . . . . . . . . .. > | 6 245,189
2 7 Compensation of officers (see instructions—attach Form 1125-E) . . . . . . . . . . 7 5,000
2| 8 Salaries and wages (less employment credits) . . . . . . . . . . . .. L L. 8 19,600
E" O Reparsand MaiMeNaNCe . . . . . . . . . . e e e e e e 9 15
5 10! Baddebls: = v o wom wmom e B ow e m R N W o G B E @ w R 8 4 10
(6l HemlSid i # & 4 H U H SR WM HYM D ER S D W E RS 11 1,05
6|12 Taxesandlicenses . . . . . . . . ... ... 12 5,348
2 DR o g s EAmEEBKSE TSR W e EE KE S 3 13
2114 Depreciation not claimed on Form 1125-A or elsewhere on retumn (attach Form4562) . . . . | 14
§| 15 Depletion (Do not deduct oil and gas depletion) . . . . . . . . . . . . . .. 15
1B AOVERTBING]) 5 50 w0 6 &0 oo 3 5 Gy B M e 8 A [ ex B 3 Gen B U 8 K W § 16 10,673
@147  Pension, profit-sharing, etc.,plans . . . . . . . . . .. ... ... . 17
2148 Employee henefit programs 18
9l 19  Otherdeductions (attach statement) . . . . . . . . . . o. . ... ... 19
'8 Total deductions. Add lines 7 through19 . . . . . . . . . . . . . . . . »
Q121  Ordinary business income (loss). Subtract line 20 from line 6 . . . . . . . . . . .

Schedule Analysis Method Part Il, Business Return Review
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S Corporation IRS Form 1120S

FEDERAL STATEMENTS

2015 ALWAYS WATCHING SECURITY, INC.

STATEMENT 1

FORM 11205 LINE 19

OTHER DEDUCTIONS

Auto and Truck Expenses 10,291
Bank Charges 6,019
Delivery & Freight 883
Dues & Subscriptions 2,862
Insurance 3,540
LEGAL & PROFESSIOMAL 6329
MEALS & ENTERTAINMENT 339
Office Expense 5,862
Cutside Services 123,801
Printing 515
Security 1,236
Supplies 401
Telephone 5,857
Travel 206
Uniform 1,265

Total 169,906
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S Corporation IRS Form 1120S

Caution: Include only trade or business Income and expenses on lines 1a through 21. See the instructions for more information.

ia Grossreceiptsorsales. . . . . . . . . . . . . .. 1a 361,725
b Retunsandallowances . . . . . . . . . . . . .. ib

© ¢ Balance. Subtractlinetbfromlineta . . . . . . . . . . . . . . . . . .. 1c 361,725
E| 2 Costofgoodssold attachFom 1125A) . . . . . . . . .. ... 2 116,536
O| 3 Grossprofit Subtractfine2fromlinefe . . . . . ... oL ... L 3 245,189
~| 4 Netgain (loss) from Form 4797, line 17 (attach Form4797) . . . . . . . . . . . . 4 |

5  Otherincome (loss) (see instructions—attach statement) . . . . . . . . . . . . . 5 |

6 Totalincome (loss). Add lines3through5 . . . . . . . . . . . . . . .. > | 6 245,189 |
2 7 Compensation of officers (see instructions—attach Form 1125-E) . . . . . . . . . . 7 5,000 |
2| 8 Salaries and wages (less employment credits) . . . . . . . . . . . .. L L. 8 19,600
g 9 Repairsandmaintenance . . . . . . . . L. .. 9 705
=140 Baddebls oo opox % ow oo e B s B RS B B N B S G B R 10 |
AL R R R R R RO R A R 11 1,056
5012 Taxesandlicenses . . . . . . . ... e e 12 5,348
‘é 130 IEreSt . . . o e e e e 13 |
2|14 Depreciation not claimed on Form 1125-A or elsewhere on retum (attach Form 4562) .. 14 |
§ 15 Deplet{o'n (Do not deduct oil and gas depletion.) . . . . . . . . . XIS Corporatlon (Form 1120S) 2016
;é :3 m:ir::,mpgroﬁi-st;ari;lg,.ett‘:., pIans 15 | Nonrecurring Other (Income) Loss (Lines 4 and 5) g
-3 18  Employee benefitprograms . . . . . . . . . . . ... L. 146 Deprecation (Line 14)
8119  Otherdeductions (attach statement) . . . . . . . . . . . . .
|20 Total deductions. Add lines 7 through19 . . . . . . . . . . . 17 | Depletion (Line 15)
Q121 _ordinary business income (loss). Subtract line 20 fromline & .. .. . 18 | Amortization/Casualty Loss (Line 19 - only if noted on attached | +

statement)*

19 | Mortgages or Notes Payable in Less Than 1 Year {Schedule L, -
? Line 17, Column dj**

20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) =

21 | Subtotal - $0.00|
22 | Multiplied by Ownership Percentage X
Shareholder’s Total Share of Income S 0.00
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S Corporation IRS Form 1120S

2a
b

- -
CoND M aw
o8 e

0
o

13a

16
17

SRRRBRNEBE;

Begnning of tax your

End of tax ysar

Cooh = 5 o5: ok o= £5%
Tradenobamdaecoumsmodvabb
Less allowance for bad debts .
Inventories : i

u.s. gavemnmloblgm. . s
Tax-exempt securities (see instructions)
Other current assets (attach statement) .
Loans to shareholders . . . o :
Mortgage and real estate loans . .
Other investments (attach statement)
Buildings and other depreciable assets .
Less accumulated depreciation . .
Depletable assets .
Less accumulated depletion . . . .
Land (net of any amortization) . 3
Intangible assets (amortizable only) .
Less accumulated amortization . .

Total assets .

Accounts payab

Mmgoes.notas.bmdspayabbhleuﬁmiyaar

Loanslrom sharsholders .

Mortgages, notes, bonds payable in 1 yeerormon

Other liabilities (attach statement) E
Capitaistock . . . . . . . . .
Additional paid-in capital .

Retained eamings

Adjustma'ﬁsbshuuhdda-s equl!y(atanhshtml)

Less cost of treasury stock
Total liabilities and shareholders’ equny

\
|
|

S O SO

| )

8,972

8,972

8,97

Fom 11208 2016)
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S Corporation IRS Form 1120S

Caution: Include only trade or business Income and expenses on lines 1a through 21. See the instructions for more information.

1a Grossreceiptsorsales. . . . . . . . . . . . . .. 1a 361,725
b Retunsandallowances . . . . . . . . . . . . . . ib
© ¢ Balance. Subtractlinetbfromlineta . . . . . . . . . . . . . . . .. . 1c 361,725
g 2 Costof goodssold (attach Form 1125-A) . . . . . . . . . . . . . .. . .. 2 1165%
Q| 3 Grossprofit Subtract ine2fromlinetc . . . . . . ..o 0oL 3 245,189
~| 4 Netgain (loss) from Form 4797, line 17 (attach Form4797) . . . . . . . . . . . . 4
5  Otherincome (loss) (see instructions—attach statement) . . . . . . . . . . . . . 5
6 Totalincome (loss). Add lines3through5 . . . . . . . . . . . . . . .. > | 6 245,189
7 7 Compensation of officers (see instructions—attach Form 1125-E) . . . . . . . . . . 7 5,000
2| 8 Salaries and wages (less employment credits) . . . . . . . . . . . .. L L. 8 19,600
g 9 Repairsandmaintenance . . . . . . . .. .. h e e 9 105
o100 Baddeble: woq o g owomom meowogm a w RN B M S BB G n RN 8 10
AL R R R R RO R R L I R 1 1,06
6|12 Taxesandlicenses . . . . . . . . ... ... 12 5,348
E 13 Interest v o won owoaon e w m e oW W oa 12
2|14 Depreciation not claimed on Form 1125-A or elsewhere onret | 4| B4 Corporatmn (Form 1120S) 2016
g :g 2;352:':‘;00 oot dect ol ind gae depleion), . . » ¢ 15 | Nonrecurring Other (Income) Loss (Lines 4 and 5) +/- 0.00
g 17 Pension, profit-sharing, etc.,plans . . . . . . . . . 16 | Deprecation (Line 14) + 0.00
5| 18  Employee benefitprograms . . . . . . . . . . . - -
119  Other deductions (attach statement) . . . . . . . . 17 | Depletion (Line 15) + 0.00
©|20  Total deductions. Add nes 7 through 19 . . . . . . 18 | Amortization/Casualty Loss (Line 19 - only if noted on attached | +
Q121  Ordinary business income (loss). Subtract line 20 from line ¢ statement)* 0.00
19 | Mortgages or Notes Payable in Less Than 1 Year (Schedule L, = 0.00
Line 17, Column d)** ’
9 20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) - l
21 | Subtotal = $0.00
22 | Multiplied by Ownership Percentage X %
Shareholder’s Total Share of Income 5$0.00
Page 27
_ | | A
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S Corporation IRS Form 1120S

Form 11208 (2016) Page 5

ST ELTIEN Al Reconciliation of Income (Loss) per Books With Income (Loss) per Return
Note: The corporation may be required to file Schedule M-3 (see instructions)

1 Netincome (loss)perbooks . . . . . . 32,562|5 Income recorded on books this year not included

2 Income included on Schedule K, lines 1, 2, 3c, 4, on Schedule K, lines 1 through 10 fiemize):
5a, 6, 7, 8a, 9, and 10, not recorded on books this a Tax-exemptinterest$
year (itemize)

3  Expenses recorded on books this year not 6 Deductions included on Schedule K,
included on Schedule K, lines 1 through 12 and lines 1 through 12 and 14}, not charged
14l (itemize): against book income this year (itemize):

a Depreciation $ a Depreciation $
E, Travel and entertainment $ 339
339(7 AddlinesSand6 . . . . . 0

Add lines 1 through3 . . . . . . . . 32,901(8 income Jloss) (Schedule K. line 18). Line 4 less line 7

Schedule Analysis Method Part Il, Business Return Review 101 Genwort
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S Corporation IRS Form 1120S

Xl S Corporation (Form 1120S)

15 | Nonrecurring Other (Income) Loss (Lines 4 and 5) +/- 0.00
16 | Deprecation (Line 14) - 0.00
17 | Depletion (Line 15) + 0.00
18 | Amortization/Casualty Loss (Line 19 - only if noted on attached | + 0.00
statement)*
19 | Mortgages or Notes Payable in Less Than 1 Year (Schedule L, - 0.00
Line 17 Column d)** ’
20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) c 339.00
21 | Subtotal = ($ 339.00)
22> | Multiplied by Ownership Percentage X | %

Shareholder’s Total Share of Income

50.00

Schedule Analysis Method Part Il, Business Return Review 102
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671113

0 ot 1 0 s 53 OME Na 15450123

Schedule K-1 i
(Form 11208) 2@'16
O r p = mn.:'-:-s:m For culirutar yasr 2016, or S

ek Degrning L 2E
wckng au

Shareholder's Share of Income, Deductions,
Credits, b Sue back of form and separate batructions.

How much does John own? = e ——

A G . et s ber

211234567
B Corpostion's nums, sddss, oy, stln, wd 2P coce B | Cuiec A T4 | Toregn neeactns
Always Watching Security Inc.
2 Carporate Count T | o
Dallss, TX 75432

T | et shon-term cagtal gein fosal

C WIS Cantir Where corponiion fed setum [ Tt g e, Gt gan (e
e-filed
,’ = B | Cotwciies (2H0) G foaal |
é Shasholoe’s iSentiying rartee B | Uniecectimd section 150 gan

300-50-1234
E  Sharehciders nime, s0Swess, cily, state, and 27 coe T | TeRT sacTon 1207 gai pom)
John Homeowner 10 [ Otther incoma ficas) 18 | Alwrative serivras bo ANT) el
1 Galloping Hill Rosd
Dallas, TX 75432

i m..':_“% SN 1)

11 | Secticn 179 daducsin 18 | tawrs afuctng stursborier buss|
C 339
[T | Ovwr ceducsom |
D 78,891
£
=]
&
2
w
& :
E 17 | O nformation
* See attached staternent for addiSional inforrmation.
For Pupsrwork feduction Act NoSice, ses bmstructioos for Form 11208 RS govtusn 1208 Cat No. 115200 Schwduim K-1 [Foem 11208) 200

Page 25
N
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S Corporation IRS Form 1120S

Part 2: S Corporation (Form 1120S) Cash Flow

Check investor guidelines for use of business income to qualify.

XIl S Corporation (Form 1120S) 2016

15 | Nonrecurring Other (Income) Loss (Lines 4 and 5) +/- 0.00

16 | Deprecation (Line 14) + 0.00

17 | Depletion (Line 15) - 0.00

18 | Amortization/Casualty Loss (Line 19 - only if noted on attached | + 0.00
statement)*

19 Mortgages or Notes Payable in Less Than 1 Year (Schedule L, = 0.00
Line 17, Column d)**

20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) = 339.00

21 | Subtotal = (S 339.00)

22 | Multiplied by Ownership Percentage X 100 %

Shareholder’s Total Share of Income

($ 339.00)

This Must Be Subtracted From The Qualifying Income Used From

This Business

SN2
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S Corporation IRS Form 1120S

Evaluate the K-1 income and the business income as required by your investor.

€ Enployee’s rame, acaress, and 2F code

JOHN HOMEOWNER
7 GALLOPING HILL ROAD
DALLAS TX 75432

13
Snntory empioyee D

mm..l:l

Thish-party sick pay. l

[T5 o= =Smooysrz mme Dnuvber | 16 Suate wages, w0z, oic

Sbie income tx

14 ceer

12b

12¢c

This Must Be Subtracted From The Qualifying Income Used From This

Business

XI S Corporation Schedule K-1 (Form 1120S) 2016 2015 NOTES
13 | Ordinary Income or Loss (Line 1) +/- *Obtain Form 8825, Schedule
32,901.00 of Rental Properties.
14 | NetRental Income (Loss)(Lines 2 and 3)* +/- 0.00
Subtotal $32,901.00 S0.00
XIl S Corporation (Form 1120S) 2016
15 | Nonrecurring Other (Income) Loss (Lines 4 and 5) +/- 0.00
16 | Deprecation (Line 14) e 0.00
17 | Depletion (Line 15) 0.00
18 | Amortization/Casualty Loss (Line 19 - only if noted on attached 0.00
statement)* 0
19 | Mortgages or Notes Payable in Less Than 1 Year (Schedule L, = 0.00
Line 17, Column d)** K
20 | Travel and Entertainment Exclusion (Schedule M-1, Line 3b) = 339.00
s 300-50-1234 - [b emcoerioNo.EN)  27-12345
e T ] e g 21 | Sukittal = ($ 339.00)
R bneE p R T 0ol g [€ M= 52 | Multiplied by Ownership Percentage X 100 %
DALLAS TX 75432 T Socis zecurty tpz B Asocateatioz. 9 | -
S DA —— Shareholder’s Total Share of Income ($ 339.00)
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Genworth Financial 3 TS CONTACT US: 800 444.5664

MI | Tech Connections : Lender Services | Training | Rates & Guidelines Resource Center

=
3 ! - - .‘; -v‘u, il
We've simplified ORDERM |
our guidelines. & EDIT
Let’s help someone :
buy Mouseto day-, |Emall Address I
LEARNMORE © | Password |
| LOGIN  ©)
Forgot Password?
Find and compare
e o R IO
Compare our rates to FHA! |
Homebuyer
Rate cat'o 2. NEW TO THE SITE?
))Expr ess Online Course 1ECH <
Rates and Spanish, English and CO ECTIONS Create a user account
Comparisons Tool landiord versions available. Need help? Call the ActionCenter®
at 800 444 5664 Mon — Fri 8 am — 8
Let’s help someone buy a house today. pm ET, or email us at

Action Center@Genworth.com.

mi.genworth.com

N
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http://mi.genworth.com/

Genworth Financial

Home | ContactUs | Genworth.com | Site Map

Ml : Our Commitment

+ Rate Cards

+ Rate Express Rates &
Comparisons Tool

+ Guidelines

+ Making Home
Affordable

* Find My Rep

RATES & GUIDELINES

Access our mortgage insurance rates and get Genworth
Mortgage Insurance Underwriting Guidelines at the click of a
mouse.

Rate Cards
View and print our rates in Adobe PDF format.

Rate Express Rates and Comparisons Tool
Find rates and compare them fast! Use Rate Express online
or on-the-go using our mobile app!

* Find an Ml Rate

+ Compare Ml Products

¢ Compare Ml to FHA

+ Get HARP info (enline only)

w Rate Express (426K}

%) Downloading Qur Mobile App (268K)
m Maobile App User Guide (1,728K}

Guidelines

View and print cur mortgage insurance underwriting
guidelines in Adche PDF format... as a complete set or as
you need them

Making Home Affordabie
Access the information and tools you need for submiiting to
Genworth under the Home Affordable Refinance Program

and the Home Affordable Modification Program.

Lender Services | Training | R: % Gui s | Resource Center

P

Order & Edit Ml

Login to order online.

Email Address

rintthis Page

[

Forgot Username?
Password

Forgot Password?

LOGIN )

s NEW TO THE SITE?
Create 3 user account

Introducing the Rate
Express Mobile App

\Waich avideo aboutthe
making of the Rate Express
mahile app for smartphone
and tablet users and learn
about its features and
benefits.
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Underwriting Guidelines

Genworth Mortgage Insurance underwritten by:
Genworth Mortgage Insurance Corporation

Let’s help someone buy a house today.

Genworth 3, ,,\.

RUA
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Add the Expertise of Genworth
to Your Support Team

Genworth Mortgage Insurance is working to make sure you have the resources you need, when you need them.
These seasoned professionals will help you with Genworth's expanding suite of mortgage insurance solutions and
demonstrate why Ml = 2 better way to buy 2 home in today's market. Easy to reach. Easy to work with. Every time.

to one of

Please

Heidi Almen

ML MR, ND, SDEW
800 BEL 1424 oat.
800 MI1LL0(Fa
haidaimer@garworth.com

Hopkins
AL FLLGANC SC& N

8009372958
amy-hopkins@qunworth com

Patti Esswein
K5, MO &NE

B00 £83.0145 (Fax)
patticsswoin@ganworth com

Robert Grolemund
DCKY, MO, D5, VA& WV

800 2492424 (Fax)

Elizabeth Monteiro
CT, MA, ME,NK REAVT
800 253 5470 (Fax)

Pat Norr

800 344 2047 (Fax)
patnorr@ganworth com

Donna Muratalla
CABay Arca, HI, 1D,

800 858483, ext.
800 799.793& {Fax}

Rogianal Undorwritar Manager far

3084 (Fhona)

Aogianal Undarwrizar Mansger sar:

800 28941364, oxr. 1226 (Phona)

Rogranal Underwritar Manager for:

800 &77.6754, axs. £412 (Phonai

Regianal Underwritar Manager for:
800 336 3756, ext. 4178 {Phona)

cobert grolemundigenwecth.com

Raganal Undorwritar Manager for
800 225 2430, axt. 7378 (Phane)

slrabeth.moniciro@ganwarth.com

Qngcm;l Undorwritar Manager for;

axt 7710 (Phona)

Regional Undarwritar Mznao:‘ fot:
1

donna muratais@genworth com

th's Expert Underwriters:

Regicral Undarariter Manager for-
AR CO LA M5, OK&TX

800 8564405, axt. 4578 (Phona)
0008441244 (Fax)
onty.cark@gerworth com

Tina Townsend-Locken
Regicoal Undormriter Manager for;
CA(Escopt Bay Arez)

8O0 Bi. ﬂ&El xt. 2179 (Phare)

tirst lcmru:ﬂd Socker@germworth.com

Eileen Strouse

Regiooal Undarwriter Manages foc:
D6, NJ&PA

000 28084154, axt. 3152 {Phore)
BO02721235 (Fax)

iloan. strouse@genworth.com

Bill Wippich

Rogices Undorwritar Manager for NY
000 540.0884, cxt. 415 (Phone)
800144 791 (Fax)

branch albsry@garworth com

Natakie Stokes

Regicnal Undorariter Manage fur:
AX, AZ,NM & WY

008548483, axt. 2044 {Phana)
800 799.7938 {Fax)

natalio. stokas@go mworth.com

To deliver a full package for underwriting, simply
log on to mi.gemvorth.com, locate the appropriate
underwriting section and select the applicable
option for your file.

We look forward to serving you, and welcome
any feedback that will help us make your loan
submission process as fast and easy as possible.

A

Genworth 3 Z.

mi.genworth.com/LenderServices/Underwriting
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http://mortgageinsurance.genworth.com/LenderServices/Underwriting.aspx
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Genworth Financial

MI - Tech Connections @ Lender Services Training Rates & Guidelines

Ml is now tax deductible through 2016.

LEARN'VIORE™ ©

—
e

®©

Road to Homeownership

Homebuyer
ucation

Online Course

Spanish, English and
{andiord versions available.

MI rates. Get HARP info.
Compare our rates to FHA!

Rate
JEXpress

Rates and
Comparisons Tool

Find and compare

TECH
CO ECTIONS

Let’s help someone buy a house today.

CONTACT US: 800 444.5664

Resource Cenier

2%%?FMI

Email Address

Password

LOGIN )

Forgot Password?

RESET PASSWORD ©

2 NEW TO THE SITE?

Create a user account

Need help? Call the ActionCenter@
at 800 444 5664 Mon — Fri 8am -8
pm ET. or email us at

Action.Center@Genworth com.
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Quick Reference Guide and Webinars

Genworth Financial 3, %

Home | ContactUs | Genworth.com | Site Map

MI : Tech Connections

S

Lender Services Training Rates & Guidelines : Resource Center

Print this Page

+ Mortgage Insurance
+ Recorded Webinars T R A I N I N G Webinar Schedule
+ Sales & Marketing Genworth Mortgage Insurance offers a c\mpreheMgye suite Our webinar sessions
+ Self-Employed of training opportunities to boost your knochow, berMag your address topics thatare
Borrower Calculators bottom line, and serve your borrowers bettd essential to mortgage
professionals.
+ TRID Resources What You Get with Training from Genworth
+ Training FAQs Monthly Webinar
+ Trainer Bios Calendars
Course Catalog
Courses Offered
In A Variety
Of Formats
Sign up to receive the
monthly training webinar
calendar here.
Self-Employed
Borrower
Calculators
Income Calculation Tools
For more information about Genworth Training offerings and Reference Guides
please contact your Genworth Representative
Mortgage Insurance discussad in this website is underwriten by Genworth Mortgage Insurance Corporation
Privacy and Security | Terms of Use | Predatory Lending Guidelines ® 2006-2015 Genworth Financial Inc. All ights reserved.
. . . '\-\\ .-f-f
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Quick Reference Guide and Webinars

+ Genworth MI Tutorials
+ Recorded Webinars

+ Seli-Employed
EBorrower Calculators

+ TRID Resources
+ Training FAQs

+ Trainer Bios

SELF-EMPLOYED
BORROWER
CALCULATORS

Use the following calculators and quick reference quides to
assist you in calculating and analyzing the average monthly
income of a seli~employed borrower. It provides suggested
guidance only and does not replace Fannie Mae/Freddie Mac
instructions or applicable guidelines.

Due fo various internet browser versions, please download
and save POF before entering dafa. Please note. calculators
are ypdated periodically.

Automated Income Calculation Tools
T Eannie Mae Form 1084 Calculator (2015-2016)
'm Ereddie Mac Form 91 Calculator (2015-2016)

'm Scheduled Analysis Method (SAM) Calculator (2015-
2016)

m Rental Income Calculator (2015-2016)

m Fannie Mae Rental Guide (Calculator 1037)

m Fannie Mae Rental Guide (Calculator 1038)

m Fannie Mae Rental Guide (Calculator 1039)

'm Quick Ratio — Liguidity Calculator (2015-2016)
m Current Ratio — Liguidity Calculator (2015-2016)

Previous versions of income calculation forms can be found at
our Forms Library.

Easy To Use Reference Guide
m Fannie Mae Comparative Analysis Guide (Form 1088)

Erint this Page

Webinar Schedule

Our webinar sessions
address topics that are
essential to mortgage
professionals.

'm March Webinar
Calendar

m April Webinar Calendar

Sign up to receive the
monthly training webinar
calendar here.
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Genworth Rate Express® Updated!

Nt

Genworth Financial S CONTACT US: 800 444.5664

MI : Tech Connections Lender Services : Training Rates & Guidelines : Resource Center

Here's the n
el Rate )Express S MI u
Smith loan!

| Quote and Text

Text rate quote resuilts...
to yourself or a colleague!

Amazing! Email Address

Password

AT | 2 Download on the
Ny (hu’\:{{\‘ play . App Store

N\
@d"@
&9 @ @ @ Forgot Password?
Find and compare Underwriting ST ——
MI rates. Save and Services RESET PASSWORD ©)
share results! Write where you need us
Rate — & NEW TO THE SITE?
. naerwriting processes.
))Exp r ess Shart turn times. TECH C
. CO ECT'ONS reate a user account
Rates and SRS A Need help? Call the ActionCenter®
Comparisons Tool H
at 800 444 5664 Mon—FriBam -8
, pm ET, or email us at
Let’s help someone buy a house today. Action Center@Genworth com
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Rate Express

Access Genworth Rates Using
Rate Express Mobile App Or
Desktop
— Only 5 Required Fields
— Find Our MI Rates And Products
And Compare Them To FHA

— Find Previous Quotes With
“Scenario ID”

— Like The Rate? Order MI Directly
From The Results Screen

— Compare Up To 4 Quotes!

Rate Express HARP Info

Find previous scenario:

Scenario 1D [ View Demo

Find and compare rates:

User Information:Complete for most accurate quote

User Org ID [z
oz ) ox

Loan Information:

Loan Amount 3

4

State

Representative Credit Score |2
|__INontraditional Credit

4
R

LTV (2]

B

Loan Purpose

Visit mi.genworth.com To Run A Rate Today!

Schedule Analysis Method Part Il, Business Return Review

1-\':*#1.?

114 Genworth NS



Genworth Rate Express

HARP Info

Compare Ml to FHA

Scenario ID: FC022CCDA

Monthly Premium MI -
Nonrefundable

Your results:

Premium Payment Type BPMI BPMI
Interest Rate 4.000% 3.875%
Loan Amount $200,000 $200,000
Upfront/Initial MI Rate 0.0000 0.0175
Upfront/initial M| Premium $0.00 $3,500.00
Total Loan Amount $200,000 $203,500
Monthly/Annual MI Rate 0.0041 0.0080
Monthly MI Premium $68.33 $133.33
Order your preferred

premium Ml now!

Your totals:

Total Monthly P& and MI * $1,023.16 $1,090.27
Total MI Payment over 5 Years * $4,099.80 $11,200.48
MI Savings with Genworth $7,100.68

Estimated # months until
cancellation

This calculator does not consider underwriting program acceptability. Contact our Loan Scenario
Hotline Monday through Friday 8am-8pm EST. Call 800 444.5664, Option 6 or email us at

Action.Center@Genworth.com with any questions.

Your inputs:

Loan Amount

State

Representative Credit Score
LTV

Property Type

Loan Term

Loan Type

Loan Purpose

Affordable Housing Program
Coverage %

AUS Results

Occupancy

DTI

Renewal

Interest Rate

FHA Interest Rate

Will Upfront Ml Payment be
Financed?

Special Features
NMLS ID
Email Address

Lender Loan Number

$200,000

MS

760

95%-90.01%

Single Family

30 years

Fixed Rate/Fixed Payment
Purchase

MNIA

30%

DU Approve/Eligible
Primary Residence
35.00%

Level

4.000%

3.875%

FHA Only

None
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GENWORTH RESOURCES

ActionCenter®: 800 444.5664

Your Local Genworth Underwriting Manager

Your Genworth Account Executive or Manager

A
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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 ® or CU™ Home Ready® and Desktop Underwriter® or DU are registered Trademarks of Fannie Mae
Home Value Explorer (HVE) is a registered trademark of Freddie Mac

Loan Product AdvisorSM and Loan Collateral AdvisorSM are registered Service Marks of Freddie Mac

ActionCenter® and Rate Express® are registered trademarks of Genworth Mortgage Insurance

Simply UnderwriteSM is a 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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