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Legal Disclaimer N¢ Arch | MI

Arch Mortgage Insurance Company

is providing this training to you for

use as a training tool only. These
materials are not intended, nor should it
be relied upon for any other purpose,
including underwriting actual mortgage
loans without independent verification
and testing by your in-house quality
control and/or compliance personnel or
actual preparation of documents, which
may be presented in the materials. All
materials presented are samples for
illustrative purposes only.

T

Arch MI :
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Objectives N¢ Arch | MI

~ Schedule C, Sole Proprietorship
— Recap Standard Add Backs/Deductions.
— Review Unique Considerations.

— Perform a Case Studly.

Form 1120, Corporation
— Recap Standard Add Backs/Deductions.
— Review Unique Considerations.

— Perform a Case Studly.

Arch MI :
$ accademy Business Tax Returns 301 3
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Schedule C

The Sole Proprietorship

Standard Cash Flow
Adjustments

&
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Arch MI
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Standard Cash Flow Adjustments

‘M
Sole Proprietorship Arch | MI

Allowable Add-Backs Allowable Add-Backs
(Non-Cash Expenses) (Cash Expenses)

= Depreciation. = Casualty Losses. = Non-Deductible
= Depletion. = Business Use of Meals.
= Amortization. Home Expenses. = Non-Recurring
= Other Income.
Extraordinary
Expenses.

Required Deductions

Arch MI

$ academy Business Tax Returns 301 5
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&

( .

Arch MI

s academy Business Tax Returns 301 6



Allowable Non-Cash Expense N¢ Arch | MI

Depreciation
.|.

More Deprecation?

Arch mi
g/ academy



Schedule C — Depreciation

<< Arch ‘ MI

Expenses Enter expenses for business use of your home only on line 30.
8 Advertising. . . . . 8 18  Office expense (see instructions) 18 |
9 Car and truck expenses (see 19  Pension and profit-sharing plan=
instructions). . . . . 9 1,243 00§ 20  Rentor lease =~ \06
10 Commissionsandfees . | 10 - - \own 0 22 00
11 Contract labor (see instructions) | 11 A \[ 6\/\\0\6 &\ P ‘6 O&: L\V\C
13 Depreciation and section 179 22 Px/?:r of S 7’3\ LLof 116 00
e 1P o m Tr oAt A O g Lne 1>
instructions). . . . . | 13 4,013 00 T of NO
14 Employee benefit programs a /\710‘/2 24a 951 00
(other than on line 19). . 14 b _-»< meals and
15  Insurance (other than health) 15 209 00 entertainment (see instructions) 24b 49, 00
16  Interest: 25  Utilities 25
a Mortgage (paid to banks, etc.) | 16a 26  Wages (less employment credlts) 26
b Other . . . 16b 27a Other expenses (from line 48) . 27a 1,754 00
17  Legaland profa;s;onal services 17 145/ 00 b Reserved for future use . 27b
28  Total expenses before expenses for business use of home. Add lines8through27a . . . . . .» | 28 8,502 00
29  Tentative profit or (loss). Subtract line 28 from line 7 . e e e . 29 73,576 00
30  Expenses for business use of your home. Do not report these expenses elsewhere. Attach Form 8829
unless using the simplified method (see instructions).
Simplified method filers only: enter the total square footage of: (a) your home:
and (b) the part of your home used for business: . Use the Simplified
Method Worksheet in the instructions to figure the amount to enter on line 30 30 1,123 00
31 Net profit or (loss). Subtract line 30 from line 29.
« [f a profit, enter on both Form 1040, line 12 (or Form 1040NR, line 13) and on Schedule SE, line 2.
(If you checked the box on line 1, see instructions). Estates and trusts, enter on Form 1041, line 3. 31 72,453 00
» If aloss, you must go to line 32.
32  If you have a loss, check the box that describes your investment in this activity (see instructions). \

Business Tax Returns 301 8
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Vehicle Expenses — Depreciation N¢ Arch | MI

Standard Mileage Rate Actual Expenses
= Taxpayer claims current IRS rate for = Taxpayer keeps receipts for out-of-
each business mile driven. pocket expenses.
Wileane L00) Rete\pte

_ i | = v e . .
< B = = =
O -
Q .' AI’Eh MI I Business Tax Returns 301 10



Vehicle Expenses — Depreciation

Ii:’fr Arch ‘ MI

Standard Mileage Rate

= Car and truck expenses are calculated
using the Standard Mileage Rate.

= Standard Mileage Rates:

- 2021:50.560
- 2020: 50.575
- 2019: 50.580
- 2018:50.545

‘: I academy

Actual Expenses

= Car and truck expenses are calculated
based on true out-of-pocket expenses.

= Depreciation is not part of the amount
claimed for car and truck expenses.

No pddiiond! QM"OV\
paok for Pepredatot

Business Tax Returns 301 11



Car and Truck Expense — Depreciation  X¢Arch | MI

If you determine Actual
Expenses were claimed,
vehicle depreciation is
already included in the
amount on Line 13. There is
no additional depreciation

If you determine the
Standard Mileage Rate was

claimed, you calculate the add-back.

vehicle depreciation and add

it back.

Miles x Depreciation Rate:
= 2022:50.26 .
= 2021: $0.26 [ e
= 2020: $0.27 (E—— 4"‘” !
= 2019: $0.26 —— "
= 2018: $0.25 = Z5
Q Arch MI Business Tax Returns 301 12
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Example: Standard vs. Actual

L:%Arch ‘ MI

Enter expenses for business use of your home only on line 30.

Expenses
“

Advertising. . . . . 8 18 Office expense (see instructions)
9  Car and truck expenses (see 19  Pension and profit-sharing plans
instructions). . . . . 9 1,243 00| 20 Rent or lease (see instructions):
10 Commissions and fees . 10 a Vehicles, machinery, and equipment
11 Contract labor (see instructions) | 11 b Other business property
12 leton . . . . . 12 21  Repairs and maintenance .
13 Depreciation and section 179 22  Supplies (not included in Part lll) .
expense deduction (not i
included in Part Il (see 23 Taxes and licenses . ..
instructions). . . . . 13 4,013 00§ 24 Travel, meals, and entertainment:
14  Employee benefit programs Travel . .
(other than on line 19). . 14 Deductible meals and
15 Insurance (other than health) 209, 00 tertainment (see instructions) .

18

19

20a 22 00

20b

21

22 116 00

23

24a 951 00

24b 49 00

Standard Mileage Rate

If the Taxpayer filed using the Standard
Mileage Rate on the Schedule C, vehicle
depreciation was NOT included on Line
13 — a portion of Line 9 is vehicle
depreciation.
(An additional add-back

can be calculated.)

Arch MI

M: ) academy

Actual Expenses

If the Taxpayer filed using Actual
Expenses on the Schedule C, vehicle
depreciation WAS included on Line 13
— none of Line 9 is vehicle
depreciation.

(No additional add-back.)

Business Tax Returns 301 13



Example: Actual Vehicle Expenses N¢ Arch | MI

Depreciation

Vehicle Computers Office Furniture

Expenses penfiles for business use of yo nome only on line 30.
8 Advertising. . . . . enal (see instructions) 18
9  Car and truck expenses (see 24 19
instructions). . . . . 9 00| 20 Rentgi lease (see instructions): Iil
10 Commissions and fees . 10 a les, machinery, and equipment | 20a 22 00
11 Contract labor (see instructions) | 11 b Other business property . . . | 20b
12 Depletion . . . . . 12 4 ) Repairs and maintenance . . . | 21
13 Depreciation and section 179 ‘ €122  Supplies (not included in Part ) . | 22 116, 00
expense deduction (not
included in Part Ill) (see 23 Taxesandlicenses . . . . . 23
instructions). . . . . 13 4,013| 00| 24 Travel, meals, and entertainment: [ |
14  Employee benefit programs a Travel. . . . . . . . . 24a 951 00
(other than on line 19). . 14 b Deductible meals and
15  Insurance (other than health) 15 209 00 entertainment (see instructions) . | 24b 49 00

Arch MI

Business Tax Returns 301 14
g/ academy




Example: Standard Mileage Rate N¢ Arch | MI

Depreciation

Vehicle Computers Office Furniture

Expenses penfiles for business use of yo nome only on line 30.

Advemslng Lo { onsff(see instructions)

9 Carandtmckexpensas(see o
instructions). . . . . | 9 1,243 00| 20  Rentsflease (see instructions): ||

10 Commissions and fees . 10 a les, machinery, and equipment | 20a 22 00

11 Contract labor (see instructions) 11 b Other business property . . . | 20b

12 Depletion . . . . . 12 4 Repairs and maintenance . . . | 21

13 Depreciation and section 179 €122  Supplies (not included in Part ) . | 22 16 00
expense deduction (not
instructions). . . . . 13 4,013 00| 24 Travel, meals, and entertainment: | 1]

14 Employee benefit programs a Travel. . . . « « » s« |28 951, 00
(other than on line 19). . 14 b Deductible meals and

15  Insurance (other than health) 15 209 00 entertainment (see instructions) . | 24b 49 00

Arch MI

Business Tax Returns 301 15
g/ academy




Car and Truck Expenses J¢ Arch | MI

HOW DO YOU KNOW

whether the Standard Mileage
Rate was claimed?

The following must be true for the

Standard Mileage Rate to have been
claimed:

1. Car and truck expense must be claimed (Schedule C).
2. Business miles must be itemized (Schedule C or Form 4562).

3. Result of Business Miles x Standard Mileage Rate must equal car
and truck expenses claimed.

Q Arch MI

" academy Business Tax Returns 301 16



Standard Mileage Rate — The Formula  X¢Arch | MI

Business Miles Mileage Rate Truck Expenses

Itemized x Standard — Claimed Car &
I

2022: S.580 and/or
Single Vehicle: S.625%*

Schedule C, Line 44a 2021: $0.560 Compare the

calculated result to

the amount reported

Multiple Vehicles: 2020: 50.575 :
on Schedule C, Line 9.

Form 4562, Line 30 2019: $0.580
2018: $0.545

*Mid-year rate change.

-' g&haw“demy Business Tax Returns 301 17



Two Questions N¢ Arch | MI

Expt;;lsés Enter expenseé for business Use of'ydur'ho}ne'or-lly onlne30. Step One — Did the
8 Advertising. . . . . 8 18  Office expense (see instructions) bU siness Claim Car

9  Car and truck expenses (see 19  Pension and profit-sharing plans
instructions). . . . . 9 56,000 00 | 20 Rent or lease (see instructions): IE=1a10 MIEOIe €% penses ?
10  Commissions and fees . 10 a Vehicles, machinery, and equipme :
11 Contract labor (see instructions) | 11 b Other business property . . . |20b
12 Depletion . . . . . 12 21 Repairs and maintenance . . . | 21

— T

UM Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 9
and are not required to file Form 4562 for this business. See the instructions for ling ind out if vo
file Form 4562.

43  When did you place your vehicle in service for business purposes? (month, day, year) » /

44  Of the total number of miles you drove your vehicle during 2016, enter the number of miles you used your ve

a Business 100,000 b Commuting (see instructions) ¢ Other

45  Was your vehicle available for personal use during off-duty hours?

46 Do you (or your spouse) have another vehicle available for personaluse?. . . . . . . . . . . . . . _| Yes _| No

47a Do you have evidence to support your deduction? . . . . . . . . . . . . . . . . . . . .l Yes _ | No

b If “Yes,” is the evidence written? . . . . . . . . . . . . . . . . . . . . . . . . .l1Yes " | No
Arch MI

-' academy Business Tax Returns 301 18



Standard Mileage Rate — The Math J¢ Arch | MI

. I 56,000
100,000 x $0.56 — $56,

Single Vehicle:
Schedule C, Line 44a

Compare product to
Amount Reported on
Schedule C, Line 9.

2021: S0.560
Multiple Vehicles:

Form 4562, Line 30

1ad |l Expenses. Enter expenses for business use of your
8 Advertising. . . . . 8

9  Car and truck (
ar and truck expenses (see 0 $ 56’000 00

instructions). . . . .

10 Commissions and fees . 10
11 Contract labor (see instructions) | 11
12  Depleton . . . . . 12

Arch MI

-' academy Business Tax Returns 301 19



Sole Proprietor — Schedule C N¢ Arch | MI

Standard Mileage Rate IRS Depreciation Rate

= |f you determine that the Standard — 2021:50.26

Mileage Rate was claimed, you can: _ .
= Miles x IRS Depreciation Rate =

- Calculate the depreciation additional Depreciation add-back.
portion of the car and add it
back using the appropriate IRS
Depreciation Rate.

Q Arch MI

" acad emy Business Tax Returns 301 20



Calculating Vehicle Depreciation

KV ‘
Standard Mileage Rate Claimed Arch | MI
click here fo enter Additional Schedules C
100,000 .
$
x Only enter ’
mileage into i
the AMITRAC if .
$0.26 you can prove :
that the
Standard 190.999
. Mileage Rate ~021]0.28
— was claimed. $ 26,000.0
$
$26,000 $
$ 26,000.00

Arch MI

$ academy Business Tax Returns 301 21



Example One: Step One ¢ Arch | MI

SCHEDULE C Profit or Loss From Business

(Form 1040) (Sole Proprietorship)

Department of the Treasury » Go to www.irs.gov/ScheduleC for and the latest i P
Irserral Revenue Service 39 | > Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships must generally file Form 1065. Sequence No. 09
Name of proprietor Social security number (SSN)

Car and Truck Expenses Must Be Claimed

City, town or 1 office, state, and P code

F Accounting method: (1) [JCash @) [JAccrusl  (3) [JOther(specity) » B
G Did you “materially participate” in the operation of this business during 20217 If *No," see instructions for limit on losses . LYes |_INo
H If you started or acquired this business during 2021, check here P e R R F S 5 » O
I Did you make any payments in 2021 that would require you 1o file Formis) 10992 Seeinstructions . . . . . . . . LiYves [INe
A MY as ™ M M-ull ﬂ- E, m!m’ Yas IMa
. —————— re————t Yoo 1Mo ;
Part i Expenses. Enter expenses for business use of your home only on Ilne 30
8 Advertising . . . . . 8 18  Office expense (see instructions) 18
9  Car and truck expenses (see 19  Pension and profit-sharing plans . | 19
instructions). . . . . 9 12,463 92 |20 Rent or lease (see instructions):
10  Commissions and fees . 10 a Vehicles, machinery, and equipment | 20a
11 Contract labor (see instructions) | 11 b Other business property . . . | 20b
12 Depletion . . . . . 12 21  Repairs and maintenance . . . | 21
expensée Gaduchon  (not s el leanaam o = 1o 6 &
xtrfdedm:: P!“ .|||) o 13 i Ilwelx:wmb _23—‘
14 Employee benefit programs a Trawl. . . . . . . . 24a
(other than on line 19) . 14 b Deductible meals (see
15 Insurance (other than health) 15 instructions) . . . . . . . &
16  Interes! (see instructions): ’_ 25 Uniltes . . . . . . . __2;',__
a Morlgage (paid 1o banks, eic.) | 16a 26 Wages (less employment credits) 26
b Other - e e 16b 27a Other expenses (from line 48) . 27a
17 Legal and prof senices | 17 b Reservedforfutureuse . . . |27b
28  Total expenses before expenses for business use of home. Add lines Bthwough 278 . . . . . . > | 28 |
20  Tentative profit or (loss). Subtract line 28 from line 7 . - |29}
30 Expeénseés for business use of your home. Do not report these expenses elsewhere. Attach Form B829
unless using the si method. See ir
Simplified method filers only: Enter the total square footage of (a) your home:
and (b) the part of your hame used for business: . Use the Simpiified
Method Worksheet in the instructions o figure the smount to enteronline30 . . . . . . . . .| 30 |
31 Net profit or (loss). Subtract ine 30 from line 29,
* If a profit, enter on both Schedule 1 (Form 1040), line 3, and on Schedule SE, line 2. (If you ]
checked the box on ine 1, sée instructions). Estates and trusts, enter on Form 1041, line 3. n
*If aloss, you must go to line 32.
32 I you have a loss, check the box that describes your investment in this activity. See instructions.
 If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. (If you checked the box on line 1, see the line 31 instructions.) Estates and trusts, enter on 32a || Allinvestment is at risk.
Form 1041, line 3. 32b [[] Some investment is not
* If you checked 32b, you must attach Form 6198. Your 10ss may be limited. at risk.
Arch MI For Paperwork Reduction Act Notice, see the separate instructions. Cat.No. 113349 Schedue C (Form 104

-' academy - i Business Tax Returns 301 22



Example One: Step Two N¢ Arch | MI

Scheduls C (Form 1040 Page 2
[ 43ll} Cost of Goods Sold (see instructions)

33 Method(s) used to
value closing inventory: a ] Cost b | Lower of cost or market ¢ ] Other (attach explanation)

Business Miles Must Be Itemized

a7 Cost ot labor Do not include any amounts oaid 10 yoursell ay

UGN Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 9
and are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must
file Form 4562.

43  When did you place your vehicle in service for business purposes? (month, day, year) » / /

44  Of the total number of miles you drove your vehicle during 2016, enter the number of miles you used your vehicle for:

a Business 22’252 __________ b Commuting (see instructions) ¢ Other
45  Was your vehicle available for personal use during off-duty hours? . . . . . . . . . . . . . . .| |Yes | No
46 Do you (or your spouse) have another vehicle available for personaluse?. . . . . . . . . . . . . . || Yes _] No
47a Do you have evidence to support your deduction? . . . . . . . . . . . . . . . . . . . .l Yes _| No

b If“Yes,” isthe evidence written? . . . . . . . . . . . . . . . . . . . . . . . . .|l ]YVYes . | No

48 Total other expenses. Enterheveandon line27a . . . . . . . . . . . |45

Arch MI Schedule C (Form 1040|

$ academy Business Tax Returns 301 23




Example One: Step Three

22,257

&

Does the Math Work?

L:’;'rArch ‘ MI

$0.56

$12,463.92

\ y on-liné 3b. -

Office expense (see instructions)

19  Pension and profit-sharing plans
92 20  Rent or lease (see instructions):

a Vehicles, machinery, and equipment

b Other business property

Expenses. Enter expenses for business use of your h
8  Advertising . 8
9  Car and truck expenses (see
instructions). 9 12 ,463
10  Commissions and fees 10
11 Contract labor (see instructions) | 11
12  Depletion 12

21 Repairs and maintenance .

18

19

20a

20b

21

M: I academy

Business Tax Returns 301

24




Example Two: Step One ¢ Arch | MI

SCHEDULE C Profit or Loss From Business

(Form 1040) (Sole Proprietorship)

Department of the Treasury » Go to www.irs.gov/ScheduleC for i jons and the latest Alachaand
Internal Revenue Service (59 | B Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships must generally file Form 1065. |  coquence No. 09
Name of proprietor Social security number (SSN)

City, town or post office, state, and 2P code

F Aocoummg method: (1) Ic.uh @ LlAccrual (3 Jomer (e.pec !y| >
Part Il Expenses Enter expenses for busmess use of your home only on I|ne 30
8 Advertising. . . . . 8 18  Office expense (see instructions) 18
9  Car and truck expenses (see 19  Pension and profit-sharing plans . | 19
instructions). . . . . 9 30|543 00 | 20 Rent or lease (see instructions):
10  Commissions and fees . 10 a Vehicles, machinery, and equipment | 20a
11 Contract labor (see instructions) | 11 b Other business property . . . | 20b
12  Depletion . . 12 21 Repairs and maintenance . . . | 21
13 Depreciation and section 179 22  Supplies (not included in Part lll) . | 22
expense deduction (not 23 T dli 23
included in Part Ill) (see axesandlicenses . . . . .
instructions). . . . . 13 9,700 00 | 24 Travel, meals, and entertainment:
14  Employee benefit programs a Travel. . . . . . . . . |24a
(other than on line 19). . 14 b Deductible meals and
15  Insurance (other than health) 15 entertainment (see instructions) . | 24b
16  Interest: 25 Utilities . . . . . . . .| 25
a Mortgage (paid to banks, etc.) | 16a 26  Wages (less employment credits). | 26
b Other . . . 16b 27a Other expenses (fromline 48) . . | 27a
17  Legal and PfOfeSSIGna| services | 17 b Reserved forfutureuse . . . | 27b
andm)wmﬂolyou-hm‘useoraw‘ i - . Use the Simplified
Method Worksheet in the instructions to figure the amount to enter on line 30 = = s s = |30
31 Net profit or (loss). Sublract kne 30 from line 29.
* Iif a profit, enter on both Schedule 1 (Form 1040), line 3, and on Schedule SE, line 2. {if you ]
checked the box on liné 1, sée instructions). Estates and trusts, enter on Form 1041, line 3. n
o if aloss, you must go 1o line 32
32 Ifyou have a loss, check the box that describes your investment in this activity. See nstructions.
* If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. (If you checked the box on line 1, see the line 31 instructions.) Estates and trusts, enter on 32a || ANl investment is at risi.
Form 1041, line 3. 32b [ ] Some investment is not
* Iif you checked 32b, you must attach Form 6198. Your loss may be limited. at risk.
Arch Ml For Paperwork Reduction Act Notice. see the separate instructions. Cat. No. 11234p Schedule C (Form 104

-' academy Business Tax Returns 301 25



Example Two: Step Two N¢ Arch | MI

Scheduls C (Form 1040 Page 2
[ 43ll} Cost of Goods Sold (see instructions)

33 Method(s) used to
value closing inventory: a ] Cost b | Lower of cost or market ¢ ] Other (attach explanation)

Business Miles Must Be Itemized

a7 Cost ot labor Do not include any amounts oaid 10 yoursell ay

UGN Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 9
and are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must
file Form 4562.

43  When did you place your vehicle in service for business purposes? (month, day, year) » / /

44  Of the total number of miles you drove your vehicle during 2016, enter the number of miles you used your vehicle for:

a Business b Commuting (see instructions) ¢ Other
45  Was your vehicle available for personal use during off-duty hours? . . . . . . . . . . . . . . .| |Yes | No
46 Do you (or your spouse) have another vehicle available for personaluse?. . . . . . . . . . . . . . || Yes _] No
47a Do you have evidence to support your deduction? . . . . . . . . . . . . . . . . . . . .l Yes _| No

b If“Yes,” isthe evidence written? . . . . . . . . . . . . . . . . . . . . . . . . .|l ]YVYes . | No

48 Total other expenses. Enterheveandon line27a . . . . . . . . . . . |45

Arch MI Schedule C (Form 1040|

$ academy Business Tax Returns 301 26




Example Two: Form 4562 L:%Arch \ MI

REMEMBER: If the taxpayer has Car and Truck Expenses
But NO Business Miles on Schedule C,
check if they were required to file Form 4562 (multiple vehicles).

4562 Depreciation and Amortization OMS No. 1545-0172
Fam {Including Information on Listed Property)

= Altach bo your tas returm.
o R B Tty B G0 U6 Wi, irs. gow Forma5a2 for instructions and the latest information. o 179
Marssis} Shown on rebarm Business ar actvity to which this form relates Identtying number

IEEXdN Election To Expense Certain Property Under Section 179
Note: If you have any listed property, complete Part W before you complate Part I

1 Maximum amount (see instructions) . 1
2 Total cost of section 179 property placed in service [see- |n=51n.||::l11:|ns|]l 2
3 Threshold cost of section 179 property before reduction in limitation (see I'IE-tI'I.IG-bI:II"E.:I 3
4 Reduction in imitation. Subtract line 3 from line 2. f zero or less, enter -0- . . 4
5 Dwollar limitation for tax year. Subtract line 4 from line 1. f zero or less, EI'I‘tEf |]- If mamed flllng
saparately, see instructions T, C e e e e e 5

&6 fal Description of property b Cast fbusiness uss anly) (e} Blected cost

7 Listed property. Enter the amount from line 28 . . . . .. | 7

8 Total elected cost of section 179 property. Add amounts in L'.-l:I|LI‘I'I'I {c), IlriaE. Gand? . . . . . . 8
8 Tentative dedwction. Enter the smaller of line Sorline 8 . . . e e e e a9
10 Carmyover of disallowed deduction from line 13 of your 2019 Form 1562 .. 10
11 Business incoms limitation. Enter the smaller of business income (ot less than zero) uri'-e 5 SBE |n51ru-:l1|:|ns 11
12 Section 179 expenss deduction. Add lines 9 and 10, but don’t enter more than line 11 . . . . . . 12

13 Camyover of disallowed deduction to 2021. Add lines 8 and 10, less line 12 ™ | 13 |
Mote: Don't use Part |l or Part |1l below for listed property. Instead, use Part V.
[==a 4|l Special Depreciation Allowance and Other Depreciation (Don't include listed property. See instructions.)

14 Special depreciation allowance for qua]rhad prnpartj,,l I:IZIH"EI' than listed prnpartj,,l:l plac:ad in service
during the tax year. See instructions. . . . 14

15 Property subject to section 168(f(1) election . . . . . . . . . . . . o o o . . o o . 15

16 Other deprecistion (including ACRS) . . . . . . . . . . . . L L L L ... . . 16

27



Form 4562, Depreciation and
Amortization Schedule

LS%Arch ‘ MI

Section B—Information on Use of Vehicles
Complete this section for vehicles used by a sole proprietor, partner, or other “more than 5% owner,” or related person. If you provided vehicles
to your employees, first answer the questions in Section C to see if you meet an exception to completing this section for those vehicles.
(@) (b) () (d) (e) (f)
30 Total business/investment miles driven during Vehicle 1 Vehicle 2 Vehicle 3 Vehicle 4 Vehicle 5 Vehicle 6
the year (don't i i i
tf year ( on.t |ncILfde co.mmutlng miles) 1_1.841_ 9 507 8 432
31 Total commuting miles driven during the year
32 Total other personal (noncommuting)
miles driven Ce e
33 Total miles driven during the year. Add
lines 30 through 32 3 =
34 Was the vehicle available for personal | Yes | No | Yes | No | Yes | No | Yes | No | Yes | No | Yes | No
use during off-duty hours? . .
35 Was the vehicle used primarily by a more
than 5% owner or related person?
36 s another vehicle available for personal use?

q: I academy

11,841 + 9,507 + 8,432
= 29,780 miles

Business Tax Returns 301 28




Example Two: Step Three N¢ Arch | MI

Does the Math Work?

29,780 > 4 $0.56 $16,676.80

Expenses Enter expenses for busmess use of your home ggi#Pon lire 30.
.B Advertising. . . . . | 8 : flice expense (see instructions) 18
‘9 Car and truck expenses (see | Pension and ﬁmﬁt-shaﬁng Iﬂﬂﬂﬁf - |19
instructions). . . . . | 9 i Rent or lease (see instructions):: |
10 Commissiors and fees . “ 10 j | . a \Vehicles, machinery, and equipmeént | 20a : [
11 Contract labor (seeinstructions) | 11 | """~ """ "~ 1" " " " " b Other business property ~ . .. - B

$ g&haw“demy Business Tax Returns 301 29



Example Three: Depreciation N¢ Arch | MI

Depreciation is on Line 13.

Expenses. Enter expenses for business use of your home only on line 30.
8 Advertising. . . . . 8 18  Office expense (see instructions) 18
9 Car and truck expenses (see 19 Pension and profit-sharing plans . 19
instructions). . . . . 9 30,543 00 | 20 Rent or lease (see instructions):
10  Commissions and fees . 10 a Vehicles, machinery, and equipment | 20a
11 Contract labor (see instructions) | 11 b Other business property . . . | 20b
12 Depletion 12 21 Repairs and maintenance . . . | 21
13 Depreciation and section 179 22 Supplies (notincluded in Partlll) . | 22
Sxpense deduction (ot 23 Taxesandlicenses . . . . . | 23
included in Part lll) (see
instructions). . . . . 13 9,700 00 | 24 Travel, meals, and entertainment:
14  Employee benefit programs a Travel. . . . . . . . . |24a
(other than on line 19). . 14 b Deductible meals and
15  Insurance (other than health) 15 entertainment (see instructions) . | 24b
16 Interest: 25  Utilites . . . . . . . .| 25
a Mortgage (paid to banks, etc.) | 16a 26  Wages (less employment credits). | 26
b Other . . . . . . 16b 27a Other expenses (fromline 48) . . | 27a
17  Legal and professional services 17 b Reserved forfutureuse . . . | 27b
Arch MI

-' academy Business Tax Returns 301 30



No Additional Add-Back

<M
Do NOT Enter Mileage ¢ Arch | MI

Click here for section guidance.

Profit or Loss from Business (Schedule C)

Business Name Mileage Rate Example
27  |Net Business Profit + 5 + 5
28 Met Business Loss - 5 - 5
29 Mon-Recurring Income - 5 - 5
30  |Depletion + 5 + 5
31 Depreciation + 5 5,700.00) + 5
3 Mon-Deductible Portion of Meals (Exclusion) i s i s
(See Guidance tab for 2021/2022 Temporary IRS Rule.)
33 Business Use of Home + 5 + 5
34 ‘SChEdUIE c B‘usiness Miles . Click here for guidance. ||
{Enter only if Standard Mileage Rate was claimed.)
Depreciation Rate per Mile Year 2021 |D.2E- Year 2022 |0.26
35 Depreciation — Standard Mileage Rate + 5 0.00| + 5 0.00
36 |Amortization + 5 + 5
37 |Casualty Losses + 5 + 5
38 One-Time Expenses + 5 + )
39 Schedule C Totals 5 9,700.00 5 0.00
Choose One Option for Schedule C Income Trend Calculation
20 UTILIZE PRIOR YEAR ONLY NO
UTILIZE MOST RECENT YEAR ONLY NO
AVERAGE PRIOR and MOST RECENT YEARS YES
Total Sole Proprietorship Annual Trend

Arch MI
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Standard Mileage Rate

X< Arch | MI
2022 Mid-Year Change A ‘
= Separate mileage itemization

for first and second halves of

2022.

= Necessary to determine if the
Standard Mileage Rate was
claimed.

$ g&haw“demy Business Tax Returns 301 32



2022 Standard Mileage Rate Example  x¢ Arch | MI

Total Miles for 2022 = 52,310

January—June = 24,879 miles July—December = 27,431 miles

24,879 x $0.58 = $14,429.82 27,431 x $0.625 = $17,144.38

Total Mileage Expense for 2022 = $31,574.20

Line A 1©

amount OV f

p :\/;‘A\ZO, the SMV'\MJA
<&;\l\?’\\éa\oya”\Zoma WaS Caned

Arch MI
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2021 Standard Mileage Rate

<M
Schedule C Example AN Arch \ MI

Schedule C, Part Il Schedule C, Part IV

Partll Exp Enter expenses for business use of your home only on line 30. PartlV Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 9
8  Adverising . . . . 8 275 18 Office expense (see instructions) 18 and are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must
1
9 Car and truck expenses (see 19  Pension and profitsharingplans . | 19 file Form 4562.
instructions) ... 9 1,008 ent or lease (see instructions):
Commissions and fees . 10 ides, machinery, and equipment | 20a 43 When did you place your vehicle in service for business purposes? (month, day, year) » 01/01/2016
11 Contract labor (see instructions) | 14 bV Of roperty . . . |20b
12  Depletion . . . . . 12 21 Repairs an 21 44  Of the total number of miles you drove your vehicle during 2021, enter the number of miles you used your vehicle for:
13 Depreciation an_d section 179 22 Supplies (not included | 2
;):;3::2 it:]eg:::ttlltlnlr; ((2;)1 23 Taxes and licenses . ) a Business 1,800 b Commuting (see instructions) ¢ Other
instructions). . . . . 13 24 Travel and meals:
14 Employee benefit program a Travel. . . . . . . . 242 45  Was your vehicle available for personal use during off-duty hours? . . . . . . . . . . . . . . m Yes D No
(other than on line 19) . . 14 b Deductible meals (see
15 Insurance (other than heaith) | 15 instructions) . . . . . . . |24p Do you (or your spouse) have another vehicle available for personal use? . . N R D Yes |i| No
16 Interest: (see instructions): 25 Utilites . . . . . . . . | 25 . Yes No
a  Mortgage (paid to banks, etc.) | 16a 26 Wages (less employment credits). | 26 47a Do nce to support your deduction? X ]
b Other . . . . . . 16b 27a Other expenses (from line 48). . |27a 480
.. wi ;i Y N
17 Legal and professional services | 17 100 b Reserved for futureuse . . . |27b b _If"Yes,"is the evidence L (X] Yes ONe
28  Total expenses before expenses for business use of home. Add lines 8 through27a . . . . . . » | 28 I, 863
29  Tentative profit or (loss). Subtract line 28 fromline7. . . . . . . . . . . . . . . . . |29 (1 P 363)

January-December = $0.56 S0.56 x 1,800 miles =|$1,008

andard Wileade

< :

Rate
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2022 Standard Mileage Rate

Schedule C Example

Schedule C, Part Il

L:’;'rArch ‘ MI

Schedule C, Part IV

Partll Expenses. Enter expenses for business use of your home only on fine 30.

PartIV  Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 9
and are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must

ing 2 275 18  Office expense (see instructions) 18
9  Carand truck expenses (see 19 Pension and profit-sharingplans . | 19
instructions) ... [} 614 20  Rent orlease (see instructions):
10 Commissions and fees . 10 a Vehicles, machinery, and equipment | 20a
11 Contract labor (see instructions) | 44 b Otherbusiness property . . . |20b
12 Depletion . . . . . 12 21 Repairs and mai e . . . |21
13 Depreciation and section 179 22 Supplies (not included in Partlll) . | 22
expanse ‘deduchun (not 23 Taxesandlicenses . . . . (li23
included in Part Hl) (see
instructions). . . . . 13 24  Travel and meals:
14 Employee benefit programs a Travel. . . . . . . . . |24a
(other than on line 19). . 14 b Deductible meals (see ]
15  Insurance (other than health) | 15 instructions) . . . . . . . |24p
16  Interest: (see instructions): 25  Utilites . . . . . . . . ?
a Mortgage (paid to banks, etc.) | 16a 26  Wages (less employment credits). | 26
b Other . . . . . . 16b 27a  Other expenses (from line 48) . . |27a 630
17 Legal and professional services | 17 100 b Reserved forfutureuse . . . [27p

file Form 4562.
43 When did you place your vehicle in service for business purposes? (month/day/year) 01 / 01 / 2016
dnGidinaiebek innanaiumil = vehicle during 2022, enter the number of miles you used your

a Business 1,000 Commuting (see instructions) ¢ Other
45  Was your vehicle available for personal use during off-duty hours? . . . . . . . . . o W E Yes D No
46 Do you (or your spouse) have another vehicle available for personal use? [X] Yes [ No
47a Do you have evidence to support your deducton? . . . . . . . . . . . . .o ... [X] Yes [ No

b If"Yes,"is the evidence written? . . [X] Yes [INe

January-June = $0.58
July—December = $0.625

How many miles for January—June?
How many miles for July—-December?

pdditional
comoT

Arch MI

M: ) academy
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Knowledge Check One N¢ Arch | MI

What is the correct answer?

" You can prove that the Standard
Mileage Rate was claimed on
Schedule Cif:

1. Car and Truck Expenses
were claimed on Line 9.

2. Business Mileage was
itemized.

3. The math worked.
4. All the above.

\ | — ) { = ,L“u 3 . \‘\
0. |' géhaw“demy Business Tax Returns 301 36



Check Your Understanding One N¢ Arch | MI

The answer is

" You can prove that the Standard

Mileage Rate was claimed on
Schedule C if:

— Car and Truck Expenses
were claimed on Line 9

— Business Mileage was
itemized

— The math worked.

Q Arch MI
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¢ Arch | MI

Schedule C

The Sole Proprietorship
The Case Study

Arch MI

s academy




Case Study: Sole Proprietor N¢ Arch | MI

Background

Anthony Sporano started his career
as an art director at an advertising
agency. He soon determined that
he could be successful running a
business of his own. He has been
self-employed for five years.

Starting his own company offered
some flexibility in his work
schedule. He is now able to work
on-site with his customers and from
his home office.

e —
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Schedule C — Net Profit or Loss J¢ Arch | MI

SCHEDULE C Profit or Loss From Business OMB No. 15450074
(Form 1040) Proprietorship) ——
Department of the Treasury I'Goluwwwu'!.ynvlScﬁeduhC for instructions and the Istest information. Atachment
il Ravenus Service 41 | I Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065. | _sequence o 09
Name of propnator } Social security number [SSN)
s O T T ————
m_E:panu& Enter expenses lor business use of your home only on line 30,
8 Adverlisng . B 18 Office expense (gee mstructions) | 18
9 Car and truck expenses [gae 10 Pension and profit-sharing plans . | 18
mbuetiong). . . . . g 12,650 |20 Rent or kease [see instructions):
10 Coemmissions and fess 10 a  Vehicles, maehinery, and equipmen | 20a 22
11 Conirac lshor [se insiruetiong) | 11 b Oiher business propesty . . . | 20b
12 Depletion . . . 12 21 Repairs and maintenance . . . | 21
13 Depreciation and section 179 Supplies et included in Part 1l 116
m ._;"3";‘"",‘,,, m 23 Texesandlicerses . . . . . | 23
mstructions). . . 13 4,013 24 Travel and meats:
14  Employes benelil programs a Tavel. . . . . . . . . |24a 951
{other than on line 19). 14 b Deductible meals jsee
15 Weurance (olher than healt) | 15 209 instruetions) . . . . . . . |24b 490
16 Interest (see nstructions): 25  Utiltes . . . . |25
& Mongage ipad to barks, etc) | 168 26 Wages(less Empln-g.n‘ﬂéﬂt md.u] . |=8 -
b Other . . . 16b 27a Oiher expenses {from line 48] . . | 27a 1,754
17 Lagalmmrmm 17 145 b Reserved for fiture use . . . |27h
28 Total expenses belore axpenaes lor business Use of home. Add ines B thwough27a . . . . . . | 28 19,909
29 Tentatve profit or foss). Sublmaet line 28 frem line 7 . . . . . .| 2o 120,763
30 Expenses for business use of your home. Do not report these expenses slsewhere. Aftach Form BB2D
uriless using the simplibed method, See instructions,
Simplified method filers only: Enber the lolal square footage of (a) your home: 10,000
and (i) the part of your home used for business: 1,000 - Us= the Simpified
Method Workshest in the instructions in fiqure the smount to enteranlinedn . . . |30 1,123
3 Netprofit or loss). Subtract line 30 from ling 29.
= |1 a profil, enter on both Schedule 1 (Form 10404, line 3, and on Schedule SE, line 2. [ you
checked the box on e 1, ses nstructions). Estétes and insls enlsr on Form 1041, line 3. 31 119,199
* If & loss, you must go to line 52. ]
32 W you hkave a loss, check the box that deserbes your mwestmeant in this activity. See instructions,
I you checked 32a. enter the loss on both Schedule 1 (Form 1040}, line 3, and on Schedule
SE, line 2. (I you cheched Bie bex on fne 1, see the line 31 insructicns). Estales and trusts, ener on 32a || A investment is at k.
Farm 1041, line 3. gk [ | Some investment is rot
* I you ehecked 325, you must allach Form B198. Yeur loss may be Frniled, at risk.
For Paperwork Reduction Act Nolice, see the separale instructions. Cat. Mo 11334P ‘Sohedule C {Fonm 1040)
S
* If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. (If you checked the box on Iine 1, see the line 31 instructions). Estates and trusts, enter on 32a LJ All investment s at risk.
Arch MI Form 1041, line 3. 320 [] Some investment is not

at risk.

' d * If you checked 32b, you must attach Form 6198. Your loss may be limited. Business Tax Returns 301 40
aca e my For Paperwork Reduction Act Nolice, see the separate instructions. Cat. No. 11334P Schedule C (Form 1040)




Schedule C — Other Income J¢ Arch | MI

SCHEDULE C
(Form 1040)

Department of the Treasury
intermal Revenue Service 99

Profit or Loss From Business | OMBNo. 15450074
(Sole Proprietorship)

» Go to www.irs.gov/ScheduleC for instructions and the latest information. Aischment
B Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065. Sequence No 09
Name of propretor Social security number (SSN)

A Principal business or prolessson, includng product of sarvice (See n<ructions) B Emter code from nstructions I

L1 |

J If “Yes." did you o will you file required Form(s) 10992 . . PR g 3 : ; Yes | |No

T ————————— ot | W
Income
1 Gross recaipts or zales. Sea instructions for line 1 and check the box if this iIncome was reported to vou on
Form W-2 and the “Statutory emplovea™ box onthat formwaschecked . . . . . . . . .¥ ||
Retumns and allowances |
Subtract line 2 from line 1

Cost of goods sold (from line 42)
Gross profit. Subtract line 4 from line 3 132.394

Other income, including federal and state gasoline nrfualla:cmdltarmﬁrﬂ{saemmlmﬂ . 8,278
Gross income. AddlinesSand 6 . . . . . . . ... ... ... 140,672

[l
[l

132,394

132,394

T | RS =

=l J@ L R

T r—— F— re r L r I
(other than on line 19). . 14 b Deductible meals * O 6
15 hsurance(oherthanheatty |15 ] | iee ,\, ,\f\/\\
16 Interest (see instructions): 0\

Morigage (paid to banks, etc) | 16a

W :
Other . [ 160 | AOGU\W\GV\ «\’ 6‘(‘6 \6 )

b
17 | e s IT mV\ .
28 "I"::alt:;::s‘i:c: :::enm for business 1‘? \«O(A O ‘(. O\{ 6 ‘\/k \6
29  Tentative profit or (loss). Subtract line 28 from I K O‘( ) ? - \/\0\/Y
30

- . . \ 4

S e e e O Aeerva \pAr et
Simplified method filers only: Enter the total squ O\V\A ,\/ U\

and (D) the part of your home used for busness: _ \ 6’\’ OY\& . . V\O
Method Worksheet in the instructions 1o figure the . V\\ V\’Y\V\V\G

an Net profit or (loss). Subtract line 30 from line 29.

o If a profit, enter on both Schedule 1 (Form 104¢ \\\46\\{ ’VO

checked the box on ine 1, see instructions). Estates |

s |faloss, youmust go to line 32 J
32 If you have a loas, check the box that describes your i - mistructions.
* If you checked 32a, enter the loss on both Schedul --es 1040), line 3, and on Schedule
SE, line 2. (If you checked the box on line 1, see the line 31 instructions). Estates and trusts, enter on 32a L g" l"ve!lfF\T!E is ’al ra.‘-‘li
Form 1041, line 3. 32b ome investment is no!
Ar(h MI - s oo at risk.

.
' * If you checked 32b. you must attach Form 6198. Your loss may be limited. o 41
aca e my For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11334P Schedule C (Form 1040)



Schedule C — Depreciation and
Depletion

Arch MI

-l ) academy

S Arch ‘ MI

SCHEDULE C Profit or Loss From Business

(Form 1040) (Sole Proprietorship)

Depantment of the Treasury » Go to www.irs.gov/ScheduleC for instructions and the Iatest information.

ermal Revenue Service 59 | B Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065.

OMB No. 1545-0074

Astachment

Name of propristor

Seguence o 09
| Soctal security number [55N)
1

R L e e O

m_E:panu& Enter expenses lor business use of your home only on line 30,

8 Advertisng . B 18 Ofbce sxpense jsee mstructions) | 18
8 Car and luck expenses [aae 18 Pension and profit-sharing plans . | 19
mbuetiong). . . . . g 12,650 |20 Rent or kease [see instructions):
10 Commisssons and fess 10 a  Vehicles, maehinery, and equipmen | 20a 22
11 Confract lshor jses instructions) | 11 b Oiher business propesty . . . | 20b
12 slion . . . 12 21 Fepairs and maintenance . . . | 21
SO Sl 14 Supplies (pet included in Part 1 116
P ._:"E",.;t"‘""l‘,,, m 23  Taxesandlicenses . . . . _ | 23
nslryctions| 13 4.013 24 Travel and meals:
14  Employes benelil programs a Tavel. . . . . . . . . |24a 951
foiher than on line 19). 14 b Deductible meals jsee
15 Insurance jolber than heal) | 15 209 instructions) . N - 49
16 Inderest jsee instructions): 25 Lmilities . . . . |=s
a  Morigage [paid to hanks, stc) | 168 26 WWages less Empln-g.n‘ﬂéﬂt mm.u] . |28 -
b Other . . . . . . 16b 27a Oiher expenses {from line 48] . . | 27a 1,754
17 Legal and prolessional servces | 17 145 b Reserved for fiture use . . . |27h
28 Total expenses belore expenses lor business use ol kome. Add lines B thvaugh 27a . . | 2B 19,909
20 Tentatve profit or foss). Subtract line 28 frem line 7 . . . .| 2o 120,763
30 Expenses for business use of your home. Do not report these expenses slsewhere. Aftach Form BB2D
urless using the simpliied method, See instructions,
Simplified method filers only: Enber the lolal square footage of (a) your home: 10,000
and (i) the part of your home used for business: 1,000 - Us= the Simpified
Method Warkshest in the instructions ts Tigure the smount to enter on line 30 B - | 30 1,123
31 Netprofit or (loss). Subtract line 30 from ling 29,
= |1 a profil, enter on both Schedule 1 (Form 10404, line 3, and on Schedule SE, line 2. [ you
checked the box on Bne 1, see nstructions). Estates and trusts, enter on Form 1041, line 3. )| 119,199
= I a loss, you must go to ling 32
32 W youhave akoss, check the bax thal deseribes your investment in this activity. See instructions.

# | you checked 32a, enter the loss on both Schedule 1 (Formm 10480), line 3, and on Schedule
SE, line 2. (Il you checkad he box on ne 1, see the ling 31 instructions). Estates and trusis, enber on
Farm 1041, line 3.

& I you checked 326, you must altach Ferm 8188, Your 1083 may be Ernited.

32a || All investment is at rizk.
gk [ | Some investment is rot

al rigk.

For Paperwork Reduction Act Nolice, see the separale instructions.

Cat. Mo. 11334P

‘Sohidube G {Faonm 1040}

uE Ty TR T S TR TR DOX T yoursT =

* I you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule

SE, line 2. (If you chacked the bax on ne 1, see the line 31 instructions). Estates and trusts, enter on 32a LJ Allinvestment is at risk.
Form 1041, line 3. 32b Some investment is not
at risk.

* I you checked 32b, you must attach Form 6188. Your loss may be Emited.

For Paperwork Reduction Act Nolice, see the separate instructions. Cat. No. 11334P

Schedule C (Form 1040)

Business Tax Returns 301 42



Standard Mileage Rate Example:

Step One

S Arch

SCHEDULE C
(Form 1040)

Department of the Treasury and the latest information.
internal Revenue Seevice 99 | B Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065.

Profit or Loss From Business
(Sole Proprietorship)

» Go to www.irs.g for inst

OMS No

Astachment

Seguence No 09

Name of proprietor

1545-0074

Social security number (SSN)

m_E:panu& Enter expenses lor business use of your home only on line 30,
8 Advertising . B 1B Office sxpense |see melructions)
B Car and tuck sxpenses [aae 18 Pension and profit-sharing plans
instuctions). ... g 12,650 J20 Rent or kease see instructions):
0 Commissions and lees 10 a Wehicles, machinery, and equipment
11 Coriract lsbor [se ratructiong) | 11 b Other business property . . .
12 Deplstion 12 21 Recairs and maintenance .

(other than on lime 19). . 14 b

Deductible meals (see

instructions) . . . . . . .
25  Umilities . . . .
26 WEgHileaemplwmtﬁeduu].
Other . . . . . . |188 27a  Other expenses (fram line 48) . .
Legal and prolessional servces | 17 145 b Reserved for fulure uss . . .

Inarance (oiher an Realh)
Inlereet (see nstructions):
Morigage [paid to barke, ete) | 168

15 209

18

18

22

20a
20b
21

49

1,754

Total axpenses belore axpenses lor business Lse of home. Add lines B thraugh 278 -
Tentative profit or fioss). Subtract line 28 from line 7 . ) ) )
Expenses lor business use of your home. Do not report these expenses sisewhere. Aftach Form B320
unless using the simpliied method. See instructions.

Simplified method filers only: Enfer the lotal square foolage of () your home:
and () the part of your home wsed for business: 1,000

Methad Warkshest in the instructions io figure the amount to enter on line 30
Met profit or (loss). Subtract line 30 from line 29,

= |1 a profil, enter on both Schedule 1 (Form 10404, line 3, and on Schedule SE, line 2. [ you
checked the box on Ene 1, s8e instructions). Estales and trusls, snter on Form 1041, line 3.

+ I a loss, you must go to line 32,

Il you have a loss, check the box thal describes your invesiment in this activity. See instructions.

» If you checked 32a_ enter the logs an both Schedule 1 (Form 1040, line 3, and on Scheduls

SE, line 2. (Il you checkad he box on ne 1, see the ling 31 instructions). Estates and trusis, enber on
Farm 1041, line 3.

& I you checked 326, you must altach Ferm 8188, Your 1083 may be Ernited.

10,000
- Uz the Simpified

19,909

s (|5 (B

120,763

=

1,123

3

119,199

32a || All investment is at rizk.
gk [ | Some investment is rot

al rigk.

For Paperwork Reduction Act Nolice, see the separale instructions.

Cat. Mo. 11334P

‘Sohidube G {Faonm 1040§

Arch MI

-l ) academy
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* If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. (If you checked the box on line 1, see the line 31 instructions). Estates and trusts, enter on
Form 1041, line 3.

o If you checked 32b, you must attach Form 6188. Your loss may be iimited.

32a
32b

at ris

i

— All investment is al risi.

Some investment is not

For Paperwork Reduction Act Nolice, see the separate instructions. Cat. No. 11334P

Schedule C (Form 1040)

Business Tax Returns 301

MI
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Standard Mileage Rate Example:

<M
Step Two N ArCh ‘ MI

SCHEDULE C
(Form 1040)

Department of the Treasury
nsermal Revenue Service 199

Profit or Loss From Business OMB No. 1545-0074
Proprietorship)
> Go to www.. it:.govlsa‘mduhc for instructions and the latest information. Amnchset
> Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065. Sequence Mo 09

Social security number [SSN)

Name of proprietor

A Principal business or professson, including product or senvice {see nstructions)

>| Ll

c Business name. If no separate business name, leave blankc D Employer ID number (EIN) (see instr
1 0 T
T, A e A b = - R T T - = = - i N i - ] ﬂ ]
In'l'nrrnalinn on Your Vehicle. Enmplata this part nnh.r if you are n:lah'nlng car or truck expansas on line 9
and are not required to file Form 4562 for this business. Ses the instructions for line 13 to find out if you must
file Form 4562,

B Enter code from instructions
|

43 When did you place your vehicle i serce for business purposes? [month'day/yesy  * ) )

44 Of the total number of miles you drove your vehicls during 2020, enler the number of mibes you ussd your vehicla o

a Business 22,589 b Cormmuling (see instructons) & Oiher

4Ta Do you have evidence 1o support your deduction? . . . e e e oo X Yes [] No

b H=Yes"iathe eviden~s -~ ole \/@\/\‘\0

. X Yes | | No

are W £or =
£ thnere 4 ioted o
will ve \5 A ry
m \60\0)6 DGP‘('GG\@%\O V\ % »
4562 e o e
« v 1040), Eine 3, and on Schedule SE, line 2. (If you
- », se@ instructions). Estates and trusts, entér on Form 1041, line 3. 31
- a 088, yOU must go to line 32
32 If you have a logs, check the box that describes your investment in this activity. See instructions.
* If you checked 32a. enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. (If you checked the bax on Ine 1, see the line 31 instructions). Estates and trusts, enter on 32a L Allinvestment is at risk.

Arch MI Form 1041, line 3. a2b Some investment is not

' » If you checked 32b, you must attach Form 61988. Your loss may be limited. . Business Tax Returns 301 44
aca e my For Paperwork Reduction Act Nolice, see the separate instructions. C

Cat. No. 11334 Schedule C (Form 1040)




Standard Mileage Rate Example:

<M
Step Three RrArch | M

SCHEDULE C Pmﬂt or Loss From Buslness OMB No. 1545-0074
(Form 1040) (Sole Proprietorship)
Deparment of the Treasury » Go to www.irs.gov/ScheduleC for instructions and the latest information. Attachmant
intermal Revenus Service 199 | B Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065. g,,_,c..,“ no 09
Name of propnetor | Social security number [55N)

P — T e R R, e

Xl Expenses. Enter expenses for business use of your home only on line 30.
B Adverimng . . . . . 8 18 Office expense (see metructions) 18
8 Car and truck expenses [see 10 Pension and profit-sharing plans . | 18
instuctions). ... g 12,650 20  Fent o kease [see instructions):
10 Coenmissions and less 10 a  Vehicles, maehinery, and equipmen | 20a 22

work.

14 Employee b;!f'." -' - ' - - I 1 ] T 951

{other than on
15 Insurance (ol

- Standard Mileage Rates:

bome 2021: $0.560 1754
g 2020: $0.575 75576
s e’ 2019: $0.580

an (B) the pa

" s, 22,589 x $0.560 = L
crechea et $12,650 72,453

= Il a loss, yol
32 Wyouhaveal

# | you checked 32a, enter the loss on both Schedule 1 (Formm 10480), line 3, and on Schedule

49

ERE

SE, line 2. (I you cheched Bie bex on fne 1, see the line 31 insructicns). Estales and trusts, ener on 32a || A investment is at k.
Form 1041, line 3. gk [ | Some investment is rot
i al rigk.
+ Il you checked 526, you must atiach Ferm 6198, Yeur loss may be Ermiled,
For Paperwork Reduction Act Nolice, ses the separale instroctions. Cat ko, 11334P Sohedule € {Form 1040}
T TR T DO T T T YO0 T S T T O I Y S T DO,
* If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. (If you chacked the box on ne 1, see the line 31 instructions). Estates and trusts, enter on 32a L Allinvestment is at risk
Arch M' Form 1041, line 3. 32b Some investment is not

at risk.

' d * If you checked 32b, you must attach Form 6198. Your loss may be mited. Business Tax Returns 301 45
aca e my For Paperwork Reduction Act Nolice, see the separate instructions. Cat. No. 11334P Schedule C (Form 1040}




Calculating Vehicle Depreciation
5 P Ii:’;'rArch‘MI

Example
Standard Mileage Rate Manual Calculation
=  YOU calculate the = 22589xS$0.26 =55,873.14

Depreciation.

# Miles x Depreciation Rate
« 2021:50.26
e 2020:50.27
« 2019:50.26
e« 2018:50.25

-' gcchaMIdemy Business Tax Returns 301 46



Important Reminder
Mileage Depreciation

Just because miles are itemized, don’t assume
the Standard Mileage Rate was claimed.
The MATH must support that the Standard Mileage Rate was claimed.

Arch MI

$ academy Business Tax Returns 301 47



Schedule C — Meals Expenses

Arch MI

-l ) academy

SCHEDULE C Profit or Loss From Business
(Form 1040) Propristorship)

Department of the Treasury » Go to www.. us.qovlSchedubC for instructions and the latest information.

inermal Revenus Service 99 | B Attach to Form 1040, 1040-SR, 1040-NR, or 104 1; partnerships generally must file Form 1065.

OMB No. 1545-0074

Attachment

Segquence o 09

Nama of propretor

] Social security number (SSN)

S Arch

W ] e L e R J

m_E:panu& Enter expenses lor business use of your home only on line 30,

8 Advertisng . B 18 Ofbce sxpense jsee mstructions) | 18
8 Car and luck expenses |_5ae 18 Pension and profit-sharing plans . | 19
mbuetiong). . . . . g 12,650 |20 Rent or kease [see instructions):
10 Coemmissions and fess 10 a  Vehicles, maehinery, and equipmen | 20a 22
11 Conract lshor [see atructions) | 11 b Other business property T
12 Deplation . . . 12 21 Fepairs and maintenance . =
13 Depreciation and section 173 Supplies [pot incuded in Part I 116
included hmglmﬂ“lﬁm m 23  Taxes and licanses . S
mstructions). . . 13 4,013 24 Travel and meats:
14  Employes benefil programs a Travel. . . . . . . | 24a 951
{olher than on line 19). . 14 b Deductitle meals [see
15 Insurance jolber than heal) | 15 209 inafrustions) T 490
16 Inderest jsee instructions): 25  Lmiliies . . . . |25
a  Morigage [paid to hanks, stc) | 168 26 WWages less ampm-,meﬂt mmu] . |28 -
b Other . . . . . . 16b 27a Oiher expenses {from line 48] . . | 27a 1,754
17 Legal and prolessional servces | 17 145 b Reserved for fuburs uss . NE
28 Total expenses belore expenses lor business use ol kome. Add lines B thvaugh 27a . . | 2B 20,350
28 Tentatve profit or (oss). Sublract line 28 from line 7. . . . . . |28 120,322
30 Expenses for business use of your home. Do not report these expenses slsewhere. Aftach Form BB2D
urless using the simpliied method, See instructions,
Simplified method filers only: Enber the lolal square footage of (a) your home: 3,000
and () the part of your home used for business: 224.6 - Use the Simpified
Method Warkshest in the instructions io figure the smount to enter on line 30 . . . - | 30 1,123
31 Netprofit or (loss). Subtract line 30 from ling 29,
= |1 a profil, enter on both Schedule 1 (Form 10404, line 3, and on Schedule SE, line 2. [ you
checked the box on Bne 1, see nstructions). Estates and trusts, enter on Form 1041, line 3. )| 119,199

I & boss, you must go to line 32,
32 If you kave a nas, check the bax thal describes your investrment in this activity. See instructions.
# | you checked 32a. enter the loss on both Schedule 1 (Form 1040, line 3, and on Schedule

SE, line 2. (Il you checkad he box on ne 1, see the ling 31 instructions). Estates and trusis, enber on
Farm 1041, line 3.

& I you checked 326, you must altach Ferm 8188, Your 1083 may be Ernited.

32a || All investment is at rizk.
gk [ | Some investment is rot
al gk

For Paperwork Reduction Act Molice, see the separale instructions. Cat. Mo. 11334F

‘Sohesdube © (Fonm 1040)

* If you checked 323, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule

SE, line 2. (If you chackad Me box on Ine 1, see the line 31 instructions). Estates and trusts, enter on 32a L All investment is at risk.
Form 1041, line 3. 32b Some investment is not
i X at risk
* I you checked 32b. you must attach Form 6198. Your loss may be limited.
For Paperwork Reduction Act Nolice, see the separate instructions. Cat. No. 11334P Schedule C (Form 1040)

MI
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Schedule C — Meals Expenses J¢ Arch | MI

Standard Rules (IRS) *Temporary Rule (IRS)

— Business meals are subject to — Business meals purchased
a 50% limitation. from a restaurant can be
deducted at 100%.

GSEs require a GSEs have not
cash flow yet addressed

deduction of this temporary
the exclusion. rule change.

*For tax years 2021 and 2022.
Arch MI

s academy Business Tax Returns 301 49



Current, Temporary Rules "” Arch \ MI

2021 and 2022

= Most business meals deductible at 100%

= Entertainment expenses NOT deductible.

Arch MI

-I ) academy



Cur
rent, Temporary Rules

}71!' Al‘Ch ‘ MI

Tem
porary Rules for 100% Deducti
ion

P
urchased at restaurant

= Expe
: 0 :
clrcumstances t be lavish or extravagant g
' under th
e

| GHIRS

ressucy, RS POV qudanceon tax geductions f0r €04 orpeveragestom e

M‘M’M&

Treasury, |RS provide guidance on tax relief for deductions for

£.~a ar beverages from restaurants

gaglish | E2

TopiesntheNew Businesses can tempYE y deduct 100% beginning =

\ News Releases. (202078, Rprit 8,202

NewsRelesses ol erequently WASHINGTON —The Treasury. pepartment and the Incerna! Revenue SEVICE oday issued NOUEE 2021 25 [ )provieins

aked Questons guidance under e Taxpayer Cerainty and Disastec Relef Actof 2020 The AC 2dded arempocry exception o the 50 limit o
e amount that BUsESSE ey deductforf00d o peverages. Thesempore xception alows 2 100% geductionforfosd ¢
——— peverages from SRR
geginning 2042 1,202, theough pecember 31, 2022 usinesses can <M 3008 of theicf00d OF peverage EXPENSES paid to|

Tax Relie(in DIsASET Sitations cestaurants a510082% he business owner (72 employee of ¢ ‘pusiness) is Present wihenfood orbeverEs ace provided a0

e expenseis N \avish o extaavagent under the circumstances-
Infiation Reduction At

\here can businesses getfood and peverages and im 10092
TaxRefor™

ondecthe empory PTOVSOT etaurants nclude DUSESEE acprepare and s 1299 peverages o el U for
axpayes FrStACt (mmediate onOrEMIEES andjor off-premise® <onsumption. HOWEVE: " enurancs dornetinclude usinesses that AT el
pre-packaged 80007 T formmediate consumPer o s grocery 020 convenience 507

Tax scams{Consumer Ner

addionally,an emPioYel ay novweatcena® employeropersted eaingfacilities saresaurants, even ¢ facilities 3¢
operaced by 2 thied party under contractwith the employer

i Arch MI
academy

e e elisfcanbefound 2t RO
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Schedule C — Meals Expenses

Arch MI

-l ) academy

S Arch ‘ MI

SCHEDULE C
(Form 1040)
Depantment of the Treasury » Go to www.irs.gov/ScheduleC for instructions and the latest information.

interral Revenue Service 94 | B Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065.

Profit or Loss From Business
(Sole Proprietorship)

Name of proprstor

OMB No. 1545-0074

Astachment

Seguence o 09
| Social security number [55N)
|

o R L e e 0 ST

m_E:panu& Enter expenses lor business use of your home only on line 30,

8 Advertisng . B 18 Ofbce sxpense jsee mstructions) | 18
8 Car and luck expenses [gae 18 Pension and profit-sharing plans . | 19
mbuetiong). . . . . g 12,650 |20 Rent or kease [see instructions):
10 Coemmissions and fess 10 a  Vehicles, maehinery, and equipmen | 20a 22
11 Conract lshor [see atructions) | 11 b Oiher business propesty . . . | 20b
12 Deplation . . . 12 21 Fepairs and maintenance . . . | 21
13 Depreciation and section 179 Supplies et included in Part 1l 116
P ._;‘"5",.;‘"",‘,,, m 23  Taxesandlicenses . . . . _ | 23
mstructions). . . 13 4,013 24 Travel and meats:
14  Employes benelil programs a Travel. . . . . . . . . |24a 951
{olher than on line 19). . 14 b Deductitle meals [see
15 Insurance jolber than heal) | 15 209 inatrustions) . |24k 490
16 Inderest jsee instructions): 25  Lmiliies . . . . |25
a  Morigage [paid to hanks, stc) | 168 26 WWages less empm-,meﬂt mmu] . |28 -
b Other . . . . . . 16b 27a Oiher expenses {from line 48] . . | 27a 1,754
17 Legal and prolessional servces | 17 145 b Reserved for fiture use . . . |27h
28 Total expenses belore axpenaes lor business Use of home. Add ines B thwough27a . . . . . . | 28 20,350
28 Tentatve profit or (oss). Sublract line 28 from line 7. . . . . . |28 120,322
30 Expenses for business use of your home. Do not report these expenses slsewhere. Aftach Form BB2D
urless using the simpliied method, See instructions,
Simplified method filers only: Enber the lolal square footage of (a) your home: 3,000
and () the part of your home used for business: 224.6 - Use the Simpified
Methad Warkshest in the instructions to figure the smount to enteron line30 . . . . . _ _ | 30 1,123
31 Netprofit or (loss). Subtract line 30 from ling 29,
= |1 a profil, enter on both Schedule 1 (Form 10404, line 3, and on Schedule SE, line 2. [ you
checked the box on Bne 1, see nstructions). Estates and trusts, enter on Form 1041, line 3. )| 119,199
= I a loss, you must go to ling 32
32 W youhave akoss, check the bax thal deseribes your investment in this activity. See instructions.

# | you checked 32a, enter the loss on both Schedule 1 (Formm 10480), line 3, and on Schedule
SE, line 2. (Il you checkad he box on ne 1, see the ling 31 instructions). Estates and trusis, enber on
Farm 1041, line 3.

& I you checked 326, you must altach Ferm 8188, Your 1083 may be Ernited.

32a || All investment is at rizk.
gk [ | Some investment is rot

al rigk.

For Paperwork Reduction Act Nolice, see the separale instructions.

Cat. Mo. 11334P

‘Sohidube G {Faonm 1040§

o Ty O T T S TR T DUX T sty youreT

* I you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule

T OSSOV e TS -

SE, line 2. (If you chacked the box on ine 1, see the line 31 instructions). Estates and trusts, enter on 32a L Allinvestment is at risk.
Form 1041, line 3. 32b Some investment is not
at risk.

*_If you checked 32b, you must attach Form 6188, Your loss may be lmited.

For Paperwork Reduction Act Nolice, see the separate instructions. Cat. No. 11334P

Schedule C (Form 1040}

Business Tax Returns 301
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Schedule C — Business Use of Home

Arch MI

$ academy

L:’;'rArch ‘ MI

SCHEDULE C Profit or Loss From Business |
(Form 1040) (Sole Propr hD
09
— e rrrPCE TR ————
XXl Expenses. Enter expenses for business use of your home only on line 30.
B Adverimng . . . . . B 1B Office expense jsee nstructions) | 18
9 Car and truck expenses [see 18 Pension and profit-sharing plans 19
instructions). . . . B 12,650 |20  Aent or lease fzee instructions):
10 Commissions and feas 10 a  Wehickes, machinery, and equipment | 208 22
11 Condract lshor fsse instructions) | 11 b Oiher business property . 20b
12 Deplstion . . . . . 12 21 FAepairs and maintenance . . 21
13 Depeeciation and seclion 179 22 Supplies [pol included in Part i . | 22 116
instructions] . L. 13 4,013 24 Travel and maals:
14  Employes bemefil programs a Trawel. . . . . . 24a 951
jother than on line 15). 14 Deductible meals jsee
15  Inaurance jother than health] | 15 209 instructions) ; 24b 490
16 Inferest jsee nstructions): 25 Unliies . . .. . . .|=
a Morgage jpaid to barks, ebc) | 16a 26 ‘Wages (less employrment credits) . | 26
b Other . . . _ . . |16k 27a  Oiher expenses (vom line 48] - 27a 1,754
17 Legal and prolessional services | 17 145 b RAeserved for fubure use . . b
28 Tolal expenses belore expenses for business use of home. Add lines Bthwough27a . . . . . . & | 28 19,909
20 Tentabive profil or loss). Subtract line 28lem line 7. . . . . . . . . . . . . . . . _ |28 120,763
3 Experses for business use of your home. Do nol repar thess expenses elsewhere. Aftach Form BB28
unless using the simplifed method. See nstructions,
Simplified method filers only: Enter the lotal square lealage of ja) your home: 3,000
and (&) the part of your home used for Dusiness: 224.6 . Usa the Simpiifisd
Method Wirksheet in the instructions o figure the amount to enteronline 30 . . . . 30 1,123
31 Net profil or {loss). Subtract line 30 from line 23,
« | a profil, enter an both Schedule 1 (Form 10404, line 3, and on Schedule SE, line 2. (I you
checked the box on ine 1, see instructions). Estates and tuste, enter on Form 1041, line 3. 3 119,199
+ Ilaloss, you must jo to line 32
32 W you have a kas, check the box that describes your invesiment in this activity. See nstruetions,
s I you checked 52a, enter the loss on both Schedule 1 [Form 10480), line 3, and on Schedule
SE, line 2. (I you cheched Me beot on ne 1, ses the line 31 instructions). Estates and trusts, enter on 3za A investment is at rik.
Faorm 1041, line 3. 32k [ | Some investment is not
s Il you checked 32, you must attach Farm 6196, Yeur |oss may be lmited, at risk.
For Paperwork Reduction Act Nolice, see the separate instructions. Eat. No. 11334p Sohedute C (Form 1080}
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Schedule C — Other Expenses

Arch MI

M: ) academy

SCHEDULE C
(Form 1040)

(Sole Propr

Profit or Loss From Busmess

he latest information ‘
nerally must file Form 1065

09

<< Arch ‘ MI

. - In'l'uatlnn an nur '-I'nli Cnmplata thlspa‘tonhr if I_.-'o-uare claumlng car r:nr]t:fcljc expansas on line 9
and are not required to file Form 4562 for this business. See the instructions for line 13 to find out if you must
file Farm 4562,
43 When did you place your vehicle in sendice lor business purposes? [monthdayfyead  » ! !
44 Of the total number af miles pou drove your vehicle during 2020, enter the number of miles you ussd your vehicle or:
a Business 22,000 b Commuting jsee instruetions) & Other
45  Was your vehicle available for personal uss during ofi-duty hours? . ] ¥es [X| Ne
46 Do you for your spouse) have another vehicle available for personal use?. . [ Yes m No
4Ta Do you have evidencs 1o support your deduction? X Yes || Mo
b I =¥es” is the evidence writlen? . E‘ua | | No
Other Sas. st helnw buslnass axpensas not included on lines B=26 or lins 30.
Supplies 1,123
Mail 623
Amortization — N/A
Casualty Losses — N/A
One-Time Expenses — N/A
48 Total other expenses. Enler here and on lne 27a . | 4a
Sohaxdube € {Farm 1040}

w

Business Tax Returns 301
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Knowledge Check Two

What is the correct answer?

= Non-recurring income should
not be subtracted when:

1. You can document what
the income is for.
2. Prove there is a history.
3. Incomeiis likely to continue.
4. Allthe above.
€ v

g/ academy

L:’;'r Arch ‘

MI




Check Your Understanding Two N¢ Arch | MI

The answer is 4. All the
above.

" You do not have to subtract
non-recurring income if:

— You can document what the
income is for,

— Prove there is a history and

— Determine that it is likely to
continue.

0 Arch MI

Business Tax Returns 301 56
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¢ Arch | MI

Cash Flow

Sole Proprietorship
Case Study

Arch MI
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Schedule C — Cash Flow J¢ Arch | MI

Net Profit = $119,199

SUBTRACT

Depreciation S4,013.00 Non-Recurring Income $8,278.00
Vehicle Depreciation $5,873.14 Meals $ 490.00*

Business Use of Home  $1,123.00

$121,440.14 /12 = Qualifying Income for 2021

*Assumes 50% limitation.

Arch MI
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Schedule C — Cash Flow

e
AMITRAC ¢ Arch | MI

Profit or Loss from Business (Schedule C) Click here for section guidance.

Business Name Sporano Graphic Designs
27 MNet Business Profit + 5 119,199.00| + 5
28 MNet Business Loss - 5 - 5
29 |Non-Recurring Income - 5 B,27E.00| - 5
30 |Depletion + s + s
31 Depreciation + 5 401300 + 5
2 NDn—DEFiuctibIE Portion of Meals (Exclusion) . s 29000 - s
(See Guidance tab for 2021/2022 Temporary IRS Rule.}
33 Business Use of Home + 5 1,123.00| + 5
34 _SChEdU|ECEUSinEH L= _ Click here for guidance. 22,589
{Enter only if Standard Mileage Rate was claimed. |
Depreciation Rate per Mile Year 2021 (0.26 Year 2022 (026
35 |Depreciation — Standard Mileage Rate + s 5,873.14| + s 0.00
36  |Amortization + s + 5
37  |Casualty Losses + s + s
38 |One-Time Expenses — + 3 o~ s
39 wle C Totals s 12@ s 0.00

-' g&haw“demy Business Tax Returns 301 59



¢ Arch | MI

Form 1120

The Corporation

Standard Cash Flow
Adjustments

&

| I
A 9
4%
a g
;. . ’ <N
/ﬁ . *
\ J‘ <\ RS0 N
N - )
2 if “7‘ N
L g\-; - :
G

( .

Arch MI
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Standard Cash Flow Adjustments
Corporation (1120)

‘” Arch ‘ MI

Allowable Add-Backs Allowable Add-Backs : :
Required Deductions
(Non-Cash Expenses) (Cash Expenses)
= Depreciation. = Casualty Losses. = Mortgages, Notes,
= Depletion. = Other Bonds Payable in
= Amortization. Extraordinary Less than One
Expenses. Year.

e Non-Deductible
Travel, Meals &
Entertainment.

e Non-Recurring
Income.

Arch MI
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¢ Arch | MI

Form 1120

The Corporation
Unique Considerations

&

I I
> \
47
: U
TN \
( :
| AR N
- A - =
2 ‘f “,‘ N
L g\-; - :
A-x.

( .

Arch MI
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Entity Level Taxation Means No K-1 N¢ Arch | MI

ABC ﬁ A\:10

Business Tax Liability Business

= Corporations pays business tax on their profit.
= Shareholders pay personal taxes only on dividends and wages.

= Corporations do not have K-1s because they are not pass-through entities.

Arch MI
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Uniform Residential Loan Application Ii:frArCh \ MI

1b. Current Employment/Self-Employment and Income || Does not apply

Employer or Business Name Phone | } - Gross Monthly Income
Street Unit # Base 5 fmonth
City State ZIP Country Overtime 5 /month
| Bonus 5 ‘month
Position or Title Check if this s.t:t:?m!f'nt TPP"T Commission $ imonth
[[] ! am employe a family member, . —_——
Start Date ! J (mm/ddyyyy) property seller, real estate agent, or other M'I'_E'r!"
How long in this line of work?  Years  Months party to the transaction. Entitlements $ fmonth
y N N 5 Other 5 ‘month
|| Check if you are the Business [ ) | have an ownership share of less than 25%. Monthly Income (or Loss) _—
Owner or Self-Employed ) | have an ownership share of 25% or more. 5 TOTAL $ 0.00 /month

Uniform Residential Loan Application
Freddie Mac Form 65 = Fannie Mae Form 1003
Effective 12021

" g&halv“demy Business Tax Returns 301 64



Compensation of Officers Lj’;’»Arch \ MI

*Compensation of Officers - Form 1125-E

= |dentifies ownership percentages of common and
preferred stock combined, for company officers.

= Shows salary/wage compensation (W-2) for each
officer (reported on the individual’s 1040).

What if there is no 1125-E?

= Ownership percentages must be documented
outside of the tax return (e.g., articles of
incorporation, state corporation database, etc.).

) |

*Not required by the IRS when the corporations' gross receipts are less than $500,000.

" géhaMId emy Business Tax Returns 301 65



Ownership for Corporations

L:’;'rArch ‘ MI

rom 1129-E

(Rew. October 2016)

Compensation of Officers

Department of the T » Attach to Form 1120, 1120-C, 1120-F, 1120-REIT, 1120-RIC, or 1120S.
Intamal Revenue Senvica ) » Information about Form 1125-E and its separate instructions is at www.irs.gov/form1125e.

OMB No. 15450123

Name

Employer identification number

Note: Complete Form 1125-E only if total receipts are $500,000 or more. See instructions for definition of total receipts.

(b) Social securty number (c) Percent of Percent of stock ownad (A Amount of
{a) Name of officer (see instructions) Mem - (d) Common | (e) Preferred compensation
1 Your Borrower 123-45-6789 100 « 20 < 10 «.| $200,000
%
- O e Dorrowe 0
0 er o e compa %
0 S D ere an be touna
%
0 0 ed
%
% % %

If no 1125-E, other documentation (such as Articles of Incorporation) must be obtained.

0 Arch MI

|

) academy
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Calendar vs. Fiscal Year

e 1129-E Compensation of Officers
Fiew Qetaber 2016) » Attach to Form 1120, 1120-C, 1120-F, 1120-REIT, 1120-RIC, or 11205 OB o 13
Departmant arm “ s a ; or A
Departmantof the Traasry | | foemation sbeut Form 1125-E and its ssparate instructions is at www.re.gov/farm 1125,
Hame i Emplayer (dentification number
39-1234567
Nobe: Complete Form 1125-E only if total receipts are $500.000 or more. Ses instructions for definition of total receipts.
[bj Social security number o) Percen of Percant of stock owned I 0 Ao
o et |’°I' '::"':“-":‘l t"'um': " [ {4 Comman [ (e) Preforred parsation
|
1+ Your Borrower 123-45-6789 | 100 20 .. 10.N_200,000
i %
% % %
% 3% %
% % %
% 3% %
% % %

L:’;'rArch ‘ MI

a Employes’s social security number

Safe, accurate, - Visit the IRS website at
’ se -+ f"e www.irs.goviefile

Jane Finch

f Employee’s address and ZIP code

OMB No. 1
b Employer identification number (EIN) 1 Wages, tips, other compSgation 2 Federal income tax withheld
© Employer's name, address, and ZIP code security wi 4 Social security tax withheld
§ Medicare wages and tips 6 Medicars tax withheld
7 Social security tips 8 Allocated tips
d Control number 9 10 Dependent care benefits
© Employee's first name and initial Last name Suff.| 11 Nonqualified plans 123 Sea instructions for box 12

[

1 e o spey | 120
g 0 P
14 Other 12c

[
l

lnnn§ sasn

16 sts  Employer's state ID number 16 State wages, tips, etc.

17 State income tax

18 Local wages, tips, etc.

19 Local income tax 20 Locality name|

.. 1120

EA T For calendar year 2021 or tax year beginning + 2021, ending
Intemnal IggweﬂuEBSewil::a : P Go to wiww.irs.gowv/Form1120 for instructions and the latest information.
A Check if: Name

1a Consolidated retum

{attach Form 851) [ TYPE

b Life/nonlite consoli-
OR

dated returmn . . -D

PRINT

U.S. Corporation Income Tax Return

OME No. 1545-0123

Number, street, and room or suite no. if a P.O. box, see instructions.

€ Date incorporated

City or town, state or province, country, and ZIP or foreign postal code

D Total assets (see instructions)
]

e ok
4 Schedule M-3 attached |_|

[E_Check if: (1) [ | Initial retum

(2) || Final retum 13) || Name change

4) ] Address change

|
Wage and Tax
Form W' Statement

Copy B—To Be Filed With Employee’s FEDERAL Tax Return.

This information is being fumished to the Intemal Revenue Service.

Department of the Treasury—Intemal Revenue Service

Arch MI
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Use of 1120 Cash Flow ¢ Arch | MI

Evaluate the overall financial position of the corporation.

" Ordinary income from corporation should only
be used to qualify the borrower if:

— Business income is stable and consistent.
— Sales and earnings trends are positive.

— Business has adequate liquidity to support
borrower’s cash withdrawal without severe
negative effects.

$ g&haw“demy Business Tax Returns 301 68



Fannie Mae vs. Freddie Mac

<M
Corporate Cash Flow ¢ Arch | MI

Fannie Mae requires 100%
owhnership in order to use
cash-flow adjustments.

£ FannieMae
E Freddie Mac

Freddie Mac requires a
borrower’s/member’s legal right
to the business income to be
verified if ownership interest
is less than 100%.

Arch MI

s academy Business Tax Returns 301 69



Additional Considerations
Corporations

1 120 U.S. Corporation Income Tax Return OMB No. 15450123
Fom For calendar year 2019 or tax year beginning . 2019, ending 20
Department of the Treasury . - - - - _
Intemal Revenue Seevice » Go to www.irs.gov/Form1120 for instructions and the latest information.
A Checkiif: TName B Employer identification number
rezim
(attach Form 851) [} TYPE - -
b Life/norlife consoi- Numbser, street, and room or suite no. If a P.0. box, see instructions. C Date incorporated
dadretsn. . | JOR

Zponomlhnh:;zou. PRINT
{emach Sch PH) . [] City or town, state or province, country, and ZIP or foreign postal code D Total assets (see instructions)
3 Perscnal sarvice corp. s
[om i iong) . . — S— —
4 Schoduls M-3 srtachad E Cneckif: (1) [ Initial retumn @[] Final return {3) [] Name change [] Address change
1a Gross receipts or sales . . . e I 1
c Balance. &bvacllmmlrmnlnem S
Cost of goods sold (attach Form 1125-A) .
Gross profit. Subtract line 2 from line 1c .
Dividends and inclusions (Schedule C, line 23) .
Interest o
Gross rents
Gross royalties . . .
Capddgamnetm(a‘tthcheduleDfForm1120)) .

Dividends must be
subtracted from cash
flow.*

s
o

Income

OG-«IOM‘“”'

Net gain or (loss) from Form 4797, Part I, line 17 (attach Form 4797) Lo e e
Other income (see instructions—attachstatement) . . . . . . . . . . . . . . . . . . |10

- =
-0 OO ~NOoOO &N

Total income. Addlines3through10 . . . . R 5 |
Compensation of officers (see instructions—attach Fcrm 1125-5) e B
Salaries and wnuas (less employment credits) . . . . B X
Taxesandlicenses . . . . . . . . . . . . . . .. e e e e e e 17
Interest (see instructions)

Charitable contributions . .
DapnammfromFonn&S&mldmudonFofm1125—Aoreimaonmun(amhFonn4562}
Depistion .

Advertising .

Pension, pruﬁtdmng.au: plans

)
-
N

fraary
- W

-
o

NOL deductions are
taken directly on Page 1.

-
o

-
~

for

Employee benefit programs.
Reserved for future use .

Dmerdeducbu\s(attmhmlml) . .
Total deductions. Add lines 12 through 26 . Lo
Taxable income before net ing loss jon and special b line 27 from line 11.
Net operating loss ion (see i S | 20a

Special deductions (Schedule C. ine24) . . . . . . . . . . . . . |2m]
Taxable income. Subtmcllmomcl'omine‘zs Seemsxmcnm

Total tax (Schedule J, Part |, line 11) .

32 2019 net 965 tax liability paid (Schedule J, Pmninem . | 32 |
33 Tommmummmmmmmuunymmmpmmmezaj ... |3
34  Estimated tax penalty. See instructions. Check if Form 2220 is attached . . . e
35 mmmnimssumwmmwmunmmwmuml«wmm 35
36 | 36 |
37

(See

28| BPBNBBRBREBIS

Corporate taxes are
deducted from cash flow.

Overpayment. Ilinesanlalgoru'mmtohldhelstﬁ.m&.mmntompaﬂ .

Refunded > 37

Undor penakiss of parjury, |dd.-m-|hnwn-mmmmmm-dmmahmdww.ﬂw t i truo, comect,

Sign ndmhm*mdm(d\-nmhmab-delni has any T ————
Here with the preparer shown below?

’ Signature of officer Date 'Tﬁe []Yes []No
Paid T P sgnenee |°"" |crw O | ™
Preparer
Use Only [Frmsname > | Famsem »

Firm's address » |thenn.

For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 114500 Form 1120 (2019)

*Next slide shows how to determine. Business Tax Returns 301

S Arch ‘ MI
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Determining Dividends Paid — Form

Pe
1120, Schedule L, Schedule M-1 Arch | MI

Farm 1120 Page 6
Schedule L Balance Sheets per Books Baginning of tax year End of tax year
Assets (=) (&) fe) (d)

1 Cash . . . . . . . . . . ..
* . . 2a Trade notes and accounts receivable . . .
DIVIdendS - b Lessallowance forbad debts . . . . . i )
Inventories . . . . . . . . . . .

U.S. government obligations . . . . .
Tax-exempt securities (see instructions) . .

Net income — (Current Retained R rr——

Mortgage and real estateloans . . . . .

E ° P . R t ° d E ° Other investments (attach statemant) . . .
— 10a Buwildings and other depreciable assets . .

arnings ror hetaine arnlngs) 2 Sulds e ctrcerecie ssas | | : |
11a Depletsbleasssts . . . . . . . . .
b Lessaccumulated depletion. . . . . . ( ) ( )
12 Land (net of any amortization) . . . . .
13a Intangible assets (amortizable only) . . .
b Less accumulated amortization . . . . . ) ( )

$150,000 - ($100,000 — $75,000) | &&=

16 Accountspayeble. . . . . . . . .
17 Mortgages, notes, bonds payeble in less than 1 year
18  Other current liabilities (attach statement) . .
18  Loans fromshareholders. . . . . . .
20  Mortgagss, notes, bonds payable in 1 year or more
Fal Other liabilities (sttach statement) . . . .

Dividends = $125,000 8 oo oo

23 Additional paid-in capital . . . . . . . g—
24 Ratained eamings—Appropriated (sttach statement) I 75,000 || I 100,000 |
25  PRetained eamings—Unappropriated . . .
26  Adustments to shareholders” equity (attach
/\OO‘f}O 27 lesscostoftreaswrystock . . . . . . i b ]
6 V\ 0\6 28  Total liabilities and shareholders’ equity . .
\pory oW : Reconciliation of Income (Loss) per Books With Income per Return
‘G %V\ 6 OY. 0\’\’\ OV\ ) Mote: The corporation may be required to file Schedula M-3. Sea instructions.
\/\\ O‘G \/\6 GOYP 1 MNetincome (loss) perbooks . . . . . . 150,000 7 Income recorded on books this year
2 Federalincometaxperbooks . . . . . not included on this retum (femize):
WV\@VS -P \06 ‘FO(AV\&\ OV\ 3 Excess of capital losses over capital gains . Tax-exempt interest $
V\ 4 Income subject to tax not recorded on books | |

o ca e s
dinidends P2 5 of the 1040; i ——— L

&\ 5 Expenses recorded on books this year not against boak income this year (itemize):
50\/\6 (A deducted on this retumn (itemize): a Deprecigtion . . §
a Depraciation . . . . % b Charitable contribations §
b GChartable contributions . §
¢ Traveland entertsinment. § |
9%  Addlines7and8 . . . . . .
Addlines 1 through5. . . . . _ . . 10 Income [page 1, line 28)—line 6 less line 9
Analysis of Unappropriated Retained Earnings per Books (Schedule L, Line 25)

& Distributions: aCash . . . . .

*Total dividends paid must be calculated if borrower does not own ; 5:':;::;‘[1?;;";3:1::: o o
100% of the corporation. " . 6 Otem ooty N

7 AddlinesSand€ . . . . . .
8 Belance gt end of year (line 4 less line 7)

Arch MI Fam 1120
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Knowledge Check Three N¢ Arch | MI

Is the following True or False?

" Form 1125-E is used to report
owners’ ownership percentages
and salaries.

" géhaMId emy Business Tax Returns 301 72



Check Your Understanding Three L:’;'rArCh \ MI

The answer is

= Corporate ownership
percentages are typically found
on Form 1125-E.

= |f however, the 1125-E is not
filed, ownership interest must
be documented outside of the
tax return.

" géhalv“d emy Business Tax Returns 301 73



¢ Arch | MI

Form 1120

The Corporation
The Case Study

Arch MI

s academy




Case Study: Corporation

Background

Jane Finch started a business in
2001, Acme Computer Services,
Inc. (a corporation). Acme provides
computer consultation to small
businesses. It has been able to hire
additional staff in the last few
years to help expand the business
and Jane has retained 100%
ownership.

Jane’s husband, Joe Finch, is
employed by a home builder.

Arch MI

$ academy
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1040, Page 1 ¢ Arch | MI

I 1 Wages, salaries, tips, etc. Attach Formi{s) W-2 . . . . . . . . . . L. ... .. 1 84.000.00
2a Tax-exemptinterest. . . . 2a b Taxable interest. Attach Sch. B if required 2b / 7
Standard 3a Qualified dividends . . . . 3a b Ordinary dividends. Attach Sch. B if ragyises 3b /
Deduction for— 4a |IRA distributions. . . . . da b Taxable amount . 2 o o 4b
* ?I'.”gle or Married ¢ Pensions and annuities . . . 4c d Taxable agg JE 4
ing separately,

$12,200 5a Social security benefits . . . 5a : bl amount
* Married fili - -

pﬂ; o Orflifying Capital gain or (loss).

x Return-
so'e FEoEHA; ::nue Senvice.
g—To Be Filed the Interma!
copy B~
s Tmsin'om‘a e

Arch MI
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Corporation — Form 1120 4 A ch ‘ M
Form 1125-E Compensation of Officers "™ "~

em 1129-E Compensation of Officers
R Getaber 2016) » Aftach to Form 1120, 1120-C, 1120-F, 1120-REIT, 1120-AIC, or 11208 NG o 1hds 023
arm v " B , OF s
Departmant of he TS |\ e eration Sbout Form 1125-E Snd its SSparste instructions i St www.irs gov/farm 11258,
Hame i . Empilayer (dentiication number
Acme Computer Services, Inc. 39-1234567
Note: Complets Farm 1125-E only if total recsipts are $500,000 or mare. See instructions for definition of total receipts.
il sec P lic) Percert of Percent of stock owned Amount of
3] ham of afficer " s:uﬂumﬂn:m" times devoled 10 1 Commen [ te) Preterrea CT‘:C'C"";“‘
. [
1 Jane Finch 042-10-3580| 100 100« x] 57,000
|
£ 3% %
% 3% %
E 3 %
E 3% %

3% bl %
k] L %
3% k] %
% k. k]
k] k. %
3% k] %
k. ¥ %
2 Total compensation ofofficers . . . . . . . . . . . . o . L o L. o . o . . .| 2
3 Compensation of officers claimed on Form 1125-A or elsewhers onreturn . . . . . . . . 3
4  Subtract line 3 from line 2. Enter the result here and on Form 1120, pagﬂ1 lime 12 or the
0 appropriate line of your tax return . . . L. - L 4
' g&haw“dem thwmmmmﬂnlﬁmmmminmnﬂma Cat. b, 555890 Form 1125-E (Rev. 10-2mg Business Tax Returns 301 77
L y



Corporation - Form 1120

A
Taxable Income ¢ Arch ‘ MI
. .

1 1 20 U.S. Corporation Income Tax Return )
— For calendar
Department of the Treasury Yo o e e g J R 8
Intornal Revenue Serice » Go to www.irs.gov/Form 1120 for instructions and the latest information.
Name B Empiloyer identification numbeor
TYPE |- T
OR Number, street, and room or suite no. If a P.O. box, see instructions. € Date incorporated
PRINT
Cay or t1own, state or province, country, and ZIP or foreign postal code D Total assets fzee instructions)
$
E Check it (1) | trvtial retum @ Finad retum (] Name change 14 Adcress change
1a Gross receipls or sales N . & & = ia | A
Returns and allowances H . s 1b
¢ Balance. Subtract ine 1b from line 1a 1¢
—
2 Cost of goods sold (attach Form 1125-A) . 2
3 Groas profit. Subtract line 2 from line 1¢ 3
E 4  Dividends and inclusions (Schedule C, line 23) . 4
g 5 tterest . -
=| 6 Grossrents = " . . : 2 & : T " 6

8

18,488
1 2,733

Taxable income. Subtract line 29¢ from line 28. See Instructions . . . . . . . . .

Total tax (Schedule J, Part |, line11) . . . . . e e e e e e

2020 net 965 tax liability paid (Schedule J, Part I, Ilm12] e .. . e ..

Total payments, cradits, and section 965 net tax lability (Schedula J, Part III lirne 2‘3: e e e e
Estimated tax penalty. See instructions. Check If Form 2220 Is attached . . . . NN
Amount owed. If lime 33 is smaller than the total of lines 31, 32, and 34, enter amount owed .
Overpayment. If line 33 iz larger than the total of lines 31, 32, and 34, enter amount overpaid .

Enter amount from line 36 you want: Credited to 2021 estimated tax Refunded »
Resaveslorftwaiee . . . . . o o S %1:

[ 4]

865|888

2,844

Tax, Relindabls Cradis, and
Paymants
S < ]

2

=
2|2
i 26 Other deductions (attach statement) . . o . . . .
2 27  Total deductions. Add lines 12 through 26 § . . : > | 27 I
2|28 Taxable income before nel operating loss deduction and special deductions. Subtract ine 27 from line 11. . 28
2 20a Net operating loss deduction (see instructions) 5 : & 20a
b Special deductions (Schedue C.line24) . . . . . . : @ R 290
€ __Add lines 29a and 29b . 298¢ 5
® 30 Taxable income. Subtract line 29¢ from line 28. See instructions . = - 30 i
; 31 Totaltax (Schedule J, Part |, line 11) . . . . . 3N
| - 32 2020 net 965 tax liabiity paid (Schedule J, Part IL, line 12) . 32
; Bl 33  Total payments, credits, and section 965 net tax kability (Schedule J, Part lll, ine 23) 33
g§ M Estimated tax panalty. See instructions. Check if Form 2220 is attached - % L 34
] 35 Amount owed. If ine 33 is smaller than the total of lines 31, 32, and 34, enter amount owed 35
5 36  Overpayment. If ine 33 is larger than the total of Enes 31, 32, and 34, énter amount overpaid . . . 36
37 Enter amount from line 36 you war Cmdlled to 2021 i tax > Rnlunded > 37
ndu paraiiac y. | Gaciare Tt | have & Tes i, e hadng Aceampanng sched e s he bt of My Anowiedg wd Debed, £ trus, comect
Sigﬂ and camgles on of prepares (offer than o & Dased or ‘i rfon on of whech prepare: b
Here ’ | ' Yes | |No
Sgrature of officer Date Title -
- Prnt/Type preparer's name Preparer's signature Date | PTN
Paid Check ]
20t -employed

Preparer | =
Use Dnly Frm's name »> Fim's EIN >
0 Arch MI Frmsaioesy : : Phions a0 _
~' academy For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 114500 Form 1120 Business Tax Returns 301 78



Corporation - Form 1120

A
Other Income ¢ Arch ‘ MI

1 120 U.S. Corporation Income Tax Return | N Mo 16480123
e For calendar year or tax year begin 20
Department cf the Treasury - P g g oncing o T amavees
Irtornal Roverue Serioe » Go to www.irs.gov/Form 1120 for instructions nnd the latest dorrnlbon
A Check it: Name B Employer identification number
1a C‘. lidaned rm
TYPE
OR Number, street, and room or suite no. If a P.O. box, see instructions. C Date incorporated
2 Personal holding co. PRINT
fattach Sch. PH) =) Cay or town, state or prowince. country, and ZIP or foreign postal code D Total assets {zee instructions)
3 Pumonal service conp. $
I3 rntrctons| |
4 SchesseM-damaches | || E Chock it (1) | | intiad retum @ Final retum (=] Name change (3] | Address crange
1a Gross receipts or sales o W - & U A & 1a
b Retuns and allowances 5 @ o MO S b m |
¢ Balance. Subtract ne 1b from line 1a . = « & a _— . . . 1c
—

Grossreceiptsorsales . . . . . . . . . . . . ... 1a 294,000

Retumns and allowances . . . . . . . . . . . . . . . . . . 1b
Balance. Subtract line 1B from lineta . . . . . . . . . . . . . . . . .
Cost of goods sold (attach Form 1125-8) . . . . . . . . . . . . . . . . .
Gross profit. Subtract line 2 from line 1 . Ce e e e
Dividends and inclusions [Schedule C, line 23: Ce e e e
Grossrents . . . . L L L L oL oo o e e e e e e e e
Gross royalties . . . . e e e e e e
Capital gain nat incorme {attan:h Sd'iadq.h I:I tFnrrn 112ﬂ:|] . e e e e e e
Net gain or (loss) from Form 4787, Part || line 17 (attach Form 4?9?‘1 L
10 Other income (see instructions —attach statementy ..

11 Total income. Add lines 3 through10 . . . . . . . . . . . . . . . . . . . . »m

=t
]

294,000
27,300
221,700

1]

625

Income
[ YT R 1

TRlele(v|e|n|s|e(n|y

222,325

g b Special deductions (Schedule C. line24) . . . . . = 5 .= . i |
1 ¢ Addines29aand28b : 3 : 2 29¢ |
¥ 30 Taxable income. Subtract line 29¢ from line 28. Sae instructions 30
g |31 Totsltax ScheduleJ. Partlline 11) . 3
] R 32 2020 net 965 tax liabiity paid {(Schedule J, Part IL, line 12) . 32
; §| 33 Total payments, credits, and section 965 net tax Eability (Schedule J, Part lll, ine 23) . 33
§§ M Estimated tax panalty. See instructions. Check if Form 2220 is attached . . . . - L M
i 35 Amount owed. If ine 33 is smaler than the total of lines 31, 32, and 34, enter amount uue-d 35
5 36 Overpayment. If ine 33 is larger than the total of Enes 31, 32, and 34, enter amount overpaid . . . . 36
37 Enter amount from line 35 you want: Credited to 2021 estimated tax > Refunded > 37
Unis panaflaes. of parsry, | Geciire Fut | b cobmared Tes m, i LANQ SCCaTERI g SIeduies & Salements, wnd 1o the Dt of My Anowhdge 10 Debed, £ o tnus, Comect
Si and cangive Owcurabion of preparsr (oer than Wogsrrer & based on al rformateon of whsch prepare bas arry hecwsdis
gn May the IRS discuss $is retum
with the praparer shown beiow?
Hel’e ’ I ' 549 nstructions. Yes No
Sgrature of officer Date Titte _— —
Paid Prnt/Type preparer's name Preparer’s signature Date | PR
'an Checik
oit-omplcyed

Preparer | ;
Uu Onry Frm's name »> Firm's EIN &
Arch Mi By sddress & g : Phore ro )
-' academy For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 114500 Form 1120 Business Tax Returns 301 79




Corporation — Form 1120 b
Add-Backs S¢Arch | Ml

»;;!J | e e e |
Pt |
_ iy o o st i, ey, s 5 o g pid e B

5 12 Compensation of officers (see instructions—attach Form 1125-E) . . . . . . . . . . . . w» |12 57,000
§ | 13  Salaries and wages (less employment credits) . . . . . . . . . . . . . . L L. L. L. 13 88,000
ﬁ 14  BRepalrs and malntenanee . . . . . . . . L L ..o oo e e e 14 2,975
3 15 Baddebts . . . . . . . . . . L. . ... ..o .o e e e e 15
5 16 PRentz . . . e e 16 14,000
2 17 Taxes and Ilmnsas e e e e e s e e e 17 3,825

1B Imterast (sea instructions) . . . . . . . L L. L L. ..o o oo e 18 2,260
ﬁ 19 Charitable contributions . . _ 19
E 20 Depreciation from Form 4562 not t:IaJrn&d on F::rrm 1125-ﬁ. or alsa‘uﬂma on return {altach Fnrrn ¢552} .. 20 15,200
2121 Deplation _ 21
|22 Advertising ; 22 1,350
% 23  Pension, profit-sharing, ete., plans 23
B | 24 Employee benefit programs 24 2,500
,E 25  Raserved for future use . . 25
é 26 Other deductions (attach statemanf} e ool 26 7,960

27  Total deductions. Add lines 12 through 26 . . . . > | 27 195,070
E 28  Taxable income befora net operating loss deduction and sp&clal d&dmtlnns_ Eubtrat:t Ima ET frnm Im& 1 1 28 27,255
ﬁ 29a MNet operating loss deduction (see instructions) . . . . . . . . . . . 29a 8,767
% | b Special deductions (Schedule C, line24) . . . . . . . . . . . . . [2%b

€ Add lines 29a and 29b 29¢ 8,767

T 37__Enler amount Tom lINe 95 you want Crmmb
Undler penaites of pass

Sign , ‘.A-:.._‘..;‘"_Z.-.,-,. i) Dt 06 6 IfSumalion of G pragaivir Ik sy oy
Here |
’ Sgrature of offcer Oate ’ Titte
. Prt/Type preparer's name Preparer's signature
Paid
Preparer |

Arch Ml Frm's address

~' acC ademy For Paperwork Reduction Act Noltice, see separate instructions.

Business Tax Returns 301 80



Corporation — Form 1120

<M
Statement 1 (Other Deductions) % Arch ‘ MI

|Statement 1
|Form 1120, Line 26

|Other Deductions

Amortization 3,426
|Supplies 2,897
|Mail/Postage 1,637
Total S 7,960

Arch MI
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Corporation — Form 1120 P Arch
Net Operating Loss Deduction RLLLE ‘ MI

:m:‘!:!chm N u. S‘:m?::p:::sgm Income Taxj;tum . | 0N M. 16480123
':Lj:-l v 0 TYPE Number, street, and room or suite no. If a P.O. box, see instructions [+ o0 2
:‘: OR str oM it 1= SIructhons. ate incorporated
2 ,:\" ERENE y Or fown, state or province, country, and ZIP or foreign postal code D Total assets soe instructions)
r i 12 Compensation of officers (see instructions—attach Form 11256 . . . . . . . . . . . . w |12 57,000
§ | 13  Salaries and wages (less employment credits) . . . . . . . . . . . . . . L L. L. L. 13 88,000
ﬁ 14 Rapairs and maintenance . . . . . . . . . . . . . . o o oo ..o 14 2,975
:E 18 Baddebts . . . . . . . . L L L L Lo oo o e e e e e e e e e e e 15
5 16 Rents . . . C e e e e e e e e e e e e e e e 16 14,000
2 17 Taxes and Ilmnm e e e e e e e e e e e e e e e e e e 17 3,825
1B Imterast (sea instructions) . . . . . . . L L. L L. ..o o oo e 18
ﬁ 2,260
19 Charitabde contributions . . . 19
E 20 Depreciation from Form 4562 not ::Ia]rn&d on Fm'm 1125-A or alsaw?ura on return {attau:h Fm'm 4~562]- Lo 20 15,200
2|21  Depletion . R -3 |
2|22 Advertising . . . s 22 1,350
% 23  Pension, profit-sharing, ete., plans 23
B | 24  Employee benefit programs 24 2,500
,E 25  Resarved for future use . 25
& 26 Other deductions (attach statemanf} e e e e e e 26 7,960
2 27  Total deductions. Add lines 12 through 26 . . . . > | 27 195,070
,“. 28 Taxable income befora met nparatlng loss deduction and sp&clal d&dmtlnns_ Eubtrat:t Ima E? frnm Im& 1 1 28 27,255
.ﬁ I 29a MNet operating loss deduction (sea Instn.u:tlnns,‘l o 20a 8,767
& b Special deductions (Schedule C, ine24) . . . . . . . . . . . . . 29b
¢ Add lines 29a and 29b 29¢c 8,767
" | 37 Enter amount from line 38 you want: Credited to 2021 esti tax >
Sign| e o oy i P e b, e ey T T e
Here J— I’ : ) -
Pald Prnt/Type preparer's name Preparer's signature
G oty | Baroane +
Use Only —==
ArCh MI Frm's address »

Form 1120 Business Tax Returns 301 82
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Corporation — Form 1120

<M
Net Operating Loss Deduction ¢ Arch ‘ MI

= A net operating loss is a tax
credit.

It is ALWAYS important to

evaluate a Net Operating Loss
(carryover) deduction.

= QOccurs when the business
tax deductions are more
than its taxable income in a
year.

" Lossis carried forward in Yes, even if you aren’t looking
the future to set off future to add back the NOL.

profits, thus reducing the
tax liability of the business.

Arch MI Business Tax Returns 301 83
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Net Operating Loss Deduction J¢ Arch | MI

Case Study
= When?
= Why? = Net Operating Loss occurred
= How Much? s

" |t was in the start up year and
unlikely to recur.

Gauge business = |t was $900,000 and is now
STABILITY. completely absorbed.

Arch MI

3 academy Business Tax Returns 301 84



Corporation — Form 1120 P Arch
Net Operating Loss Deduction RLLLE ‘ MI

1120 | ..., o3 SoPoztonincome TaxRotum | fomesmen
O [ S ——
o_‘ TYPE Mumber, street, and room ar sufte na. if & PO, boo, see instructions. ‘G Date incorporated
: L R — R
r i 12 Compensation of officers (see instructions—attach Form 11256 . . . . . . . . . . . . w |12 57,000
§ | 13  Salaries and wages (less employment credits) . . . . . . . . . . . . . . L L. L. L. 13 88,000
ﬁ 14 Rapairs and maintenance . . . . . . . . . . . . . . o o oo ..o 14 2,975
:E 18 Baddebts . . . . . . . . L L L L Lo oo o e e e e e e e e e e e 15
5 16 Rents . . . C e e e e e e e e e e e e e e e 16 14,000
2 17 Taxes and Ilmnsas e e e e e e e e e e e e e e e e e e 17 3,825
ati ng % 18  Interest (see instructions) . . . . . . . . . . . L o o L L Lo oo 18 2.260
. 18  Charitable contributions . . .o 19
SINesS! E 20 Depreciation from Form 4562 not ::Ia]rnud o F::rrm 1125-A or ulsgwham on return {attau:h Fm'm 4552} S 20 15,200
2|21  Depletion . P -3 |
hcom g2 Adverising . . . Lol 22 1,350
futu re % 23  Pension, profit-sharing, etc., plans 23
ucing E 24  Employea benefit programs 24 2,500
E | 258 Resarved for future use . 25
siness é 26  Other deductions (attach statamanf} R - 7,960
27  Total deductions. Add lines 12 through 26 . . . . > | 27 195,070
E 28 Taxable income befora met aparatlng loss deduction and sp&clal dedmtlnns_ Eubtrat:t Ima ET frnm Ime 1 1 28 27,255
.ﬁ I 29a MNet operating loss deduction (sea Instru:.tlnns:l o 29a 8,767
& b Special deductions (Schedule C, ine24) . . . . . . . . . . . . . 29b
¢ Add lines 29a and 28b 29¢ 8,767
~ 1 37 Enter amount from line 38 you wani: Credited te 2021 tax® Refunded® | 37 |
Sign| == e s i g e 28 e o e e s o “”““”m'm;:;:;::“
Hord ) o = b= St vee e
Paid Pt Type preparer s name Froparers signabas ll:me E;'::;E',.,L BTN
PR T e e
Arch Mi ~ B For Pamm;a_a:u;»*:t Notiee, see separate instructions. Cat. Ma. 114800 — Farm 1120 2020 Business Tax Returns 301 85
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Corporation — Form 1120 P Arch
Schedule L (Balance Sheet) & LALLGC ‘ MI

1 'l 20 U.S. Corporation Income Tax Return | ov No. 15450123
f\:;»q»_ of the Treas For calendar year » tax year beginning ending L 20 )

ikt Pirvarm Sarvice » Go to www.irs.gov/Form 1120 for instructions and the latest information.
A Ched I F— l B Empioyer i0ontimcaton numbor
1a Consciida

Balance Sheets per Books Beginning of tax year End of tax year
Assets £ b ) d)
i Cash 19,748
2a Trade notes and accounts recalvable . . . 12,253
b Less allowance forbad debts . . . . . { ( ) 12,253
Inventories . . . J 86,431
U.S. government nhllgahﬂns
Tax-axempt securities (see Instruchcrvs]l
Other current assets (attach statement) . . 11,672
Loans to shareholders
Mortgage and real estate loans .
Other investments (attach staternent) .
10a Buildings and other depreciable assets . . 312,257
b Less accumulated depreciation . . . . . |l ) | 76,849 1] 235,408
11a Depletable assats . [
b Less accumulated depletion . . . . . . | ) i )
12 Land (net of any amortization)
13a Intangible assets ([amortizable only)
b Less accumulated amorization . . . . . ([ ) i ]
14  Other assets (attach statement) . . . . . 353,265
15  Total assets
Liabilities and Sharahuldars Equmr

- - N - - B

17 Mol s, notes, bonds payable in less than 1 year 7.874
18  Other current liabllities (attach statemant) .
19  Loans from shareholders . .
20  Morgages, notes, bonds payabla in 1 year or more 164,509
1 Other liabilities (attach statament)
22  Capital stock: a Preferred stock -
b Common stock . . . . 22.984
23  Additional paid-in capital .
24 Retained aamings —Appropriated (attach statarmnu
25  Retalned eamings—Unappropriated .
28  Adjustments to sharsholders' equity (attach staterment)
27 Less cost of treasury stock . . . . : ] \ )
28  Total liabilities and shareholders' equlty . 353,265

For Paperwork Machon Act Notice, see separate instructions. Cat. No. 114500 Form 1120 86



Corporation — Form 1120

Non-Deductible Travel, Meals, Entertainment ~

First, check Schedule M-1.

"< Arch ‘ MI

FIEGMEYLLEN Reconciliation of Income (Loss) per Books With Income per Return
Mote: The corporation may be required to file Schedule M-3. See instructions.

1 Met income (loss) parbooks . . . . . .
2 Federal income tax perbooks . . . . .
3 Excess of capital losses over capital gains .
4

Incorme subject to tax not recorded on books
this year [itemize):

T

_________ 8
5  Expenses recorded on books this year not
deducted on this retum [(itemize): a
a Depreciation . . . . % b
| ¢ Traveland entertainment. $
9
6 Add lines 1 through 5 10

Income recorded on books this year
not included on this return (itemize):

Tax-exempt interest %

Deductions on this retum not charged
against book incoma this year (itemiza):

Depreciation . . %

Charitable contributions $

If Schedule M-1 isn’t filed (blank),
check itemized deductions for
meals.

M: I academy

Statement 1

Form 1120, Line 26

Other Deductions

Amortization 3,426
Supplies 2,897
Mail/Postage 1,637
Total 7,960




Wages
L:’;'rArch ‘ MI

e RS Websi
irs.goviefile

74) =29 000
3 e Secunty Wag%S V

(=

Tiedcas

5
§ Alocated tPS

Form en ey
ue Service-

led
copy p-ToBe Fi
This information b

0' Arch MI
g/ academy
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Schedule B Interest and Ordinary

Dividends

Arch MI

g

demy

SCHEDULE B CRE M. 1545-D074
(Forrn 1040 Interest and Ordinary Dividends
[ Gio to wwwirs.gov Schedwied for instructions and the latest information.
i -l iy » Attach to Form 1040 or 1040-5R. e
Part | 1 List name of payer. If any interest iz from a seler-financed morigage and the Arrseurit
buyer used the property 43 a parsonal residence, see the instructions and st this
Interest interest first. Also, show that buyes's social security number and address b
[Sew instructions
and the
Instnuctions
Foms 1040 and
1040-5H, e Zb)
Mote: H you 1
recefsed a Form
NEEE-INT, Form
1098-0aD, or
substifute
statement fram
a brokoerage fim,
list the firm's
name as the
[Py and enber
the total imerest
shorami an that
2 Addthe amountzenlined . . . - - 2
3 Excludable imerest on series EE and I U 5. Ba‘wrﬂ_p bnl'ﬂs |Baued ﬂtef ‘IB&E
Attach Form 8B15. . . . - - - 3
4  Subfract line 3 Trom Ene 2. Enhéf Iheiee.urlhereand on Fcrn‘l 1Dd-ﬂ:>|' 1D¢0~SH
T R o I |
i 11l Aot
=L
Part 1l &  List name of payer
i __ACME Computer Services, Inc. 1 1,884
Ordinary
Dividends e
(Gee instructions
and the
instnuctions far
Faorms 1040 and
1040-5H, bne 3b) 5
Mote: H you
recetsed a Form
1025-DiV or - anmn -
subsstfute
statement fram
a brokerage firm,
list the firm's
ooy, ]
paryer and enber - — — — — - — —
the ordinary 1,884
diwidends snaown
6 Add the amouns an ine 5. Enter the lotal here and on Form 1040 or 1040-5A,
that form.
- line 35 .. P 1,884
MNote: I ine B is over I sm U rruat PM III
Part Il ou must complets this part ¥ you {a] had over 1,500 of taxable interest or ordinary dividends; b hada [ [
foreign account; or (g received a digtribution from, or were a grantor of, or a transeror to, a foreign trust. es) No
Foreign Ta Al any time during 2020, did you have a financial intersst in or sigratuse atharity over a Gnancial
Accounts account [such as a bank accouni, securities account, or bmkerme account) located in a Iarengm
and Trusts country? See insfructions . . . R R R R R R H
Caution: I I “Yes™ are you redguired 1o file Fl‘rCEN Farm 114, Report of Foregn Bank and Financial
required, falure Accounts [FBAR), 1o report that financial interest or signature authorty? Ses FinCEM Form 114
ta file FINCEN and its instructions for Bing requirements and exceplions to those requirements .~ . . |
r:ut' u"m b If you are reguired 1o file FinCEMN Form 114, énler the name of the foreign courlsy wht‘:re Ihe
substantial Enancial account is located b
penalies. Soe B Durng 2020, did you receive a distribulion from, or were you the grantor al. or translersr 1o, a
nsirasctions. forsign trust? If “Yes,” you may have to file Foern 3520. See instructions . . . . _ . . . . Ll
For Papersork Reduction Act Notice, see your tax return instructions. Cat Mo 17148H Schedule B (Form 10400

Business Tax Returns 301

S Arch ‘ MI
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Knowledge Check Four N¢ Arch | MI

Is the following True or False?

= The amount of Total Tax on line
31 of the Corporate tax returns
must be subtracted.

" géhaMId emy Business Tax Returns 301 90



Check Your Understanding Four

The correct answer is True.

= Since corporations are not pass-through entities, we must also consider

the amount of the tax. Therefore, the total tax will be subtracted.

Taxable income. Subtract line 28c from line 28 Seainstructions. . . . . . . . . . . . .

8

Total tax (Schedule J, Part |, line 11) .

a

Total payments, credits, and saction 965 net tax lability (Schedula J, Part NI, line 23) .

Tax, Relundabbes Cradil, and
Payments
S8 88 ERBES

Enter amount from line 36 you want: Credited to 2021 estimated tax b

2020 net 965 tax liability paid (Schedule J, Pa.rtli lirva 12} ..............

Estimated lax panalty. See instructions, Check if Form 2220 isattached . . . . . . . . .

Amount owed. If ine 33 is smaller than the total of lines 31, 32, and 34, enter amountowed . . . . .

Ovearpayment. i line 33 is larger than the total of lines 31, 32, and 34, enter amount overpaid .

S8R RER

Arch MI

-l ) academy

Business Tax Returns 301

¢ Arch ‘ MI
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¢ Arch | MI

Cash Flow
Corporation Case Study

Arch MI

s academy




Form 1120 — Corporation

<M
Cash Flow Adjustments NS¢ Arch ‘ MI

Taxable Income = 518,488

SUBTRACT

Depreciation S15,200.00 B Total Tax S2,733.00
Amortization S3,426.00 Mortgages, notes, S37,874.00
Net Operating Loss 58,767.00 ] bondsdue<1year

Salary (W2) S57.000.00 § Dividends $1,884.00

+ 84,393

$60,390/12 = Qualifying Income for 2022

Arch MI

q' academy Business Tax Returns 301 93



AMITRAC - Corporation Tax Return

158
159
160
161
162
163
164
165
166
167
168
169

170
171

172

173

174

175
176
177
178

Corporation Tax Return (1120)

Business Name

Click here for section puidance.

LS%Arch ‘ MI

2021

2022

Taxable Income

18,488.00

Taxable Loss

Total Tax

2,733.00

Non-Recurring Gains

Non-Recurring Losses

Non-Recurring Income

Non-Recurring Loss

Depreciation

15,200.0:0

Depletion

Amortization (as itemized from statement)

3,426.00

Casualty Losses (os itemized from statement)

One-Time Expenses (o5 ifemized from statement)

MNet Operating Loss

8,767.00

Mortgages, Notes, Bonds Payable in < One Year

R I I W T O A ™ T T T A W T R T A o S O T T s A IR W

R I I W T O A ™ T T T A W T R T A o S O T T s A IR W

37,874.00

MNon-Deductible Portion of Meals (Exclusion)
(See Guidance tab for 2021/2022 Temporary IRS Rule.)

Subtotal

0.00

5,274.00

Ownership Percentage

For Fannie Mae, AMITRAC considers "Borrower's Proportionate
Share" only if 200% ownership.

For Freddie Mac, Borrower's legal right to the business income must
be verified if ownership interest is <100%.

Borrower's Proportionate Share of Subtotal

I+

0.00

I+

5,274.00

W-2 Compensation from Corporation

57,000.00

Dividends Paid to Borrower from this 1120

1,884.00

Totals

A | | n

0.00

A | | n

60,390.00

94
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Arch Capaal Group mLurance Resnsurance liveesioes Mg Q ACGL $70.50 02T [0.20%:)
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-

Course Offerings

Upcaming Webinars

ajondh e 189

Training Videos and Podcasts

Training Resources

Welcome to Arch Ml

Arch MI offers credit risk enhancenfient products, expert
risk management and financial solkions to help lenders

Homebuyer Education

IW Japi0

and investors reduce their exposurg to mortg

Calculators under Training Resources > Income Analysis
If you are ready for the next step, check out our Business
Tax Returns 302 webinar or video.

7
A N :
9w I \ E, ~

Get a Quote Order MI & Service Loans Look Up Loan Status

SURDT I|AIIS
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