J¢Arch | MI & llemy

For Arch Ml and Arch Ml for Credit Unions

Master the Mystery

Navigating and Evaluating
Personal Tax Returns

an INCOME ANALYSIS course




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 they 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.
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Objectives E:’frArch \ MI

Learn Tax Return Fundamentals.
= When and Why Tax Returns Are Needed.
= {f-Tax Returns Are Complete.

Understand Income Trending.

Introduction to the AMITRAC.

Analyze and Become Familiar With:
= 1040 Page 1.

= 1040 Page 2.

1040 Schedule 1.

Schedule B.

Schedule D.

Schedule E.

Q Arch M
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New Schedules and
How to Know If They are Needed

N¢ Arch ‘ MI

Schedule 1

Schedule A

*deduction*

Schedule 4

Arch MI

What'’s it for?

Additional
Income and
Adjustments to
Income

Itemized
Deductions

Qualified
Business Income
Deduction

Tax

Nonrefundable
Credits

Other Taxes

Other Payments
and Refundable
Credits

g/ academy

Where to look
on the 1040.

Page 2, Line 6

Page 2, Line 8

Page 2, Line 9

Page 2, Line 11b

Page 2, Line 12b

Page 2, Line 14

Page 2, Line 17

What’s it for?

Additional
Income and
Adjustments to
Income

Itemized
Deductions

Qualified
Business Income
Deduction

Additional Taxes

Additional
Credits &
Payments

Where to look
on the 1040.

Page 1, Line 8a

Tax Year 2018 Tax Years 2019 Tax Year 2020

Where to look
on the 1040.

What’s it for?

Additional
Income and
Adjustments to
Income

Page 1, Line 8

Page 1, Line 9 Itemized Page 1, Line 12
Deductions
Page 1, Line 10 Qualified Page 1, Line 13
Business
Income
Deduction
Page 2, Line 12b Additional Page 2, Line 17
Page 2, Line 15 Taxes Page 2, Line 23
Page 2, Line 13b Additional Page 2, Line 20
Page 2, Line 18d Credits & Page 2, Line 31
Payments
n/a n/a
Retired 2019
n/a n/a

Master the Mystery 4



‘“ Arch ‘ MI

The

Fundamentals
Overview

Arch MI
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General Guidelines — Why Tax Returns? >§%Arch \ MI

" Independent third party.

= Typically uninflated.

= |RS transcripts.

Arch MI
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When To Obtain Tax Returns L‘;’;‘»Arch [ MI

" Family member or " Rental income from an
interested third party. investment property.

" Temporary or = Self-employed.
periodic employment
(or unemployment).

" [Income that cannot
otherwise be verified
= Capital gains, royalties, independently.

real estate or other. :
" Grossing up non-taxable

®» Dividend or interest. income.

= Foreign income.

Arch MiI
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When Tax Returns Are Optional "" Arch \ MI

= Alimony.

= Social security income.
" Trust income.

= Pension/retirement.

= Seasonal unemployment
benefits.

Arch MI
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MI
;:’frAl”Ch ‘

S

Tax REtu n

Complete

Fiﬁng Status:
Your first Name 5

nd initjg|

Your Standarqg deduction:

If joint return, Spouse's first n

9
Master the Mystery
0 AI’Ch MI \/



1040 Page One

Arch MI

e

demy

E Depertmant of e Treasury —intemal Revenue Sarvice {999
E1 m U.S. Individual Income Tax Return

21071« | I—

}-:’f- Arch I MI

IAS Use Oniy—Do not writs or staple in this space.

Filing Status || single [ | Married filing jaintly [ | Marrled filing separately (MFS) || Head of household (HOH) || Qualifying widow(er) (QW)

Check only
one

If you checked the MFS box, enter tha name of your spouse. If vou checked the HOH or OW bax, enter the child's name if the qualifying
person ks a child but not your dependent

¥our first name and middle initizl Lest name Your social security number
[
If joint return, spouse's first name and middle initial Lest name Spouse's social security number
[IE=]
Home address {number and strest). if you hawe a P.O. box, see instructions. Apt. no. P ial Election G i
Check hare if you, or your
- = - spouse i filing jointly, want $3
City, town, or post office. if you have a foreign address, also complete spaces below. State ZIF code 10 g6 16 this fundl, Chaeking &
b below will not changa
Foreign country nams Foreign province/siate/county Foreign postal code | your tax or refund.
[You [ |Spouse

At any time during 2020, did you recelve, sell, send, exchange, or otherwise acquire any financial interest in any virtual currency? || Yes [ | No

Standard Someone can claim: | | You as a dependent

Deduction | | Spouse itemizes on a separate return or you were a dual-status alien

[ ] Your spouse as a dependant

'

Age/Blindness You: | | Wera bomn bafors January 2,1956 | | Areblind  Spouse: || Was bom before January 2, 1856 || Is blind
Dependents (see instructions): {2) Soclal securty {2) Relathonship {4) ¥ if qualifies for (see instructions):
if mare {1) First name Last nams number ta you Child tax credit Cradt for other dependents
dependents, Tl
Lae instructions e o
and check L L
here » ] L] [
—_1_ Wages, salaries, tips, etc. Attach Form(s) W-2 G g e o 1
Muach; 2a Tax-sxempt interest . 2a b Taxable interest | 2b |
:;ﬁg_ 3a Qualified dividends 2 b Ordinary dividends . 3b
\ J 4a IRAdistributions . 4a b Taxabla amount . 4b
5a Penslons and annuities . Sa b Taxable amount . 5b
Standard Ba Social security benefits . Ga b Taxable amount . B st o Bb
f‘;‘*h;“;“ for—| 7 Capital gain or (loss). Attach Schedule D if required. If not required, check here e ] 7
Married fing 8  Other income from Schedule 1, line 8 . o e e s o 8
o 9 Add lines 1, 2b, b, 4b, 5b, b, 7, and B. This is your tetal income » | 9
» Married filing 10  Adjustments to income:
v a  From Schedule 1, line 22 PRI ——
m&aﬂ b Charitable contributions if you take the standard deduction. See instructions | 10b
» Head of Add lines 10a and 10b. These ara your total adjustments to income » | 10c
k] 11 Subtract line 10¢ from line 9. This is your adjusted gross income R
syeuchecked 12 Standard deduction or itemized deductions (from Schedule A) 12
Seorin®= 93 Qualified business income deduction. Attach Form B35 or Form BS95-A 13
e s | 14 Addlines 12and 13 . P 14
i5 Taxable i Subtract line 14 from line 11, If zero or less, enter -0- . 15
For Disclosure, Privecy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat. Mo, 113208 Farm 1040 2o20)

Master the Mystery
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1040 Page 2

5 Arch I MI

Form 1040 (2020 Page 2
16 Tax(see instructions). Check If any from Form(g: 1 :I 8814 2 _] 4972 3 [] oo |as
17 Amount from Schedule 2, line 3 17
18  Addlines 16and 17 . 3 18
19 Child tax cradit or cradit for mhardapmdﬂs | 19 |
20  Amount from Schedule 3, lina 7 | 20 |
21 Addlines 19and 20 . 3 21
22  Subtract line 21 from line 18. Ilznmorlem entsr-ﬂ- . 22
23 Other taxes, including self-employment tax, from Schedule 2, line 10 D e w2 R AT R 23
24  Addlines22and 23. Thislsyourtotaltax . . . . . . . . . . . . . . . . k| 24
25  Federal income tax withheld from: '
a  Formis) W-2 25a
b Form(s) 1089 . 25b
e Other forms (see mslrucﬂuns] 25¢c
d  Add lines 25a through 25c 5 25d
2020 estimated tax payments and amount appdled from 2019 return . 3 S ___g_
Earned income credit (EIC) . 5 uo 27
Additional child tax cradit. Attach Sdndea&-B‘lQ 28
American opportunity credit frem Form 88563, line 8 . 29
Recovary rebate credit. See instructions . 30
Amount from Schedule 3, line 13 3 2 3
32  Addlines 27 through 31. These are ynurmﬂmhnrpnmms andmﬁ.mdahleemdlts « o
33  Add lines 25d, 26, and 32. Theso are your total payments . . . o e 33
Refund 34  |f line 33 is more than Hne 24, subtract line 24 from line 33. This is the amount you mlorpdd o 34
35a Amnumufilna%youwammhndadtnyou If Form BBSS Is attached, check hers . »[] |35a
Dirsctdeposit? b Routingrumber| | | [ | [ [ | | | »cType: [ | Checking [ ] Savings '
Seeipstuctons. »g ocoummumbee| | | | [ [ [ [ [ [ | | I 1 [ | [}
36  Amount of line 34 you want applied to your 2021 esti diax . . » | S-BI
Amount 37  Subtract line 33 from line 24. This Is the amount you owe now . . . 5 orE oor ooy ax oy I 37
You Owe Note: Schedule H and Schedule SE filers, line 37 may not represant all of the taxes you owe for
mﬁ"{'ﬁ 2020. Sea Schedule 3, line 128, and iis instructions for details.
structions, 38 Estimated tax penalty (see instructions) | 2s |
Third Party Do you want to allow ancother person to discuss this retum with the IRS? Sea
Designee Instruetions. . . . . . . . . . . . o« o+ o« o« o« s o+ . . P []¥Yes. Complatebalow. [ |No
Designes's Phone Personal identification
P 2k, S PN,
sign Linder penalties of perury, | declare that | have examined this retum and sccompanying schedules and statements, and to the best of my knowiedge and
balief, they are true. comrect, and compiete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowiedge.
Here Your signature Date Your cccupation H the IAS sent you an kdentity
Protection PIN, enter it hara
Joint rtumn? fsmeinst} [T T T 1]
See instructions. WP cppee's signature. i & joint retum. both must sign. | Date Spouse's oooUpation i the IRS sent your spouse an
Heep a copy for idantity Protection PiN_ enter it hara
Yo moonts. {see inst) >
Phone no. Email address
-rm Preparer's signatire Date TN Chech H:
Self-emy
EmPgrer Firm's nama Phang no. _I ==
0 Arch MI ine Only Fimm’s address Fim's EIN ®
-' academy Go to www.irs.gov/Farm 1040 for instructions and the latest information, Form 1040 @02y
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1040 Schedule 1

Arch MI

-= )} academy

5 Arch | MI

SCHEDULE 1

{Form 1040) Additional Income and Adjustments to Income
Department of the Treasury * Attach to Form 1040, 1040-5R, or 1040-MNR.

intarnal Revenus Service * Go to www.irs.gov/Form 1040 for instructions and the latest information.

OME Mo, 15450074

2020

Adtachrmsent
Seruance No. 01

Mame{s} shown on Form 1040, 1040-SR, or 1040-NR

Your social security number

=14l Additional Income

1
2a
b

m ~ ;o kW

9

Taxable refunds, credits, or offsets of state and local income taxes .
Alimonyreceived . . . . . . 4 i 4 w4 on s aie e w o e e e
Date of original divorce or separation agreement (see instructions)»
Business income or (loss). Attach Schedule C

Other gains or (losses). Attach Form 4797 . X
Rental real estate, royalties, partnerships, S oorporallcns, trusts, etc. Attach Schedule E
Farm income or (loss). Attach Schedule F .

Unemployment compensation .

Other income. List type and amount b

B

I

~ || (|

[+

Combine lines 1 thruugh 8. Enter here and on Form 1040, 1040-5R. or 1040-NR,
line 8 .

Adjustments ta lnc-nme

10
i

12
13
14
15
16
17
18a

19
20
21
22

Educator expenses . . .

Certain business expenses of reservists, perfcrmlng artists, and fee-basis government
officials. Attach Form 2106

Health savings account deduction. Attach Form 8889 . . .

Moving expenses for members of the Armed Forces. Attach Form 3903 .

Deductible part of self-employment tax. Attach Schedule SE IR
Self-employed SEP, SIMPLE, and qualifiedplans . . . . . . . . . . . . .
Self-employed health insurance deduction .

Penalty on early withdrawal of savings

Alimony paid .
Recipient'sSSN . . . . . . . . . . . . . ... ...

Date of original divorce or separation agreement (see instructions)®»
IRA deduction B

Student loan interest deduction . . . . . . . . . . . .

Tuition and fees deduction. Attach Form 8917

Add lines 10 through 21. These are your adjustments to income. Enter here and
on Form 1040, 1040-SR, or 1040-MR, line 10a . .

10

11
12
13
14
15
16
17

18a

19
20
21

22

For Paperwork Reduction Act Notice, see your tax return instructions. Cat. Mo T1479F

Schedule 1 {Form 1040) 2020 Master the Mystery 12



How Do You Know If

<M
Schedule B Is Needed? N¢Arch | MI

E 1 04“ Department of the Treasury — inbamal Plevenue Service {94)

2 U.S. Individual Income Tax Return @@'20
Filing Status | single [ | Married filing jointly || Married filing separately (MFS) [ | Head of household (HOH) [ | Qualifying widow(er) (QW)
Check anly If you ehacked the MFS box, enter the name of your spousa. If you checked the HOH or OW box, enter the child's name if the qualifying

OME No. 1545-0074 | RS Use DOniy— Do not write or staple in this space.

o oK. parson s a child but not your depandant
Your first name and middie initial Last name Your social security number
|
If joint return, spouse’s first name and middle initial Last name Spouse's social security number
| |
Home address (number and street). f you heve a P.0O. bow, seea instructions. Apt no. Presidential Election Campaign
Check hera if you, or your
. - spouse i filing jeintly, want 3
City, town, or post office. if you have a foreign eddress, also complete spaces below. Stats ZIF code 1 g to this fund, Ghacking a
baox bedow will not change
Foreign country name Fareign province/siate/county Foreign postal code | your tax or refund.
[ 1¥ou [ |Spouse

Schedule B is required if the amount of Taxable Interest

- OR - Ordinary Dividends exceeds $1,500.

Dependents (see instructions): {2) Social sacusity {3) Reiationship {#) & if qualifies for (see instructions):

i s (1) First name Last name number to you Child tax cradit Cradit for other dapendents.

than folr [ ] L]

dependants, = 1

see instructions - = = = — S

and check ! =1 e L | L

hara - [ (] [
——_1__ Wages, salarles, tips, elc. Attach Form(s) W-2 B Am o a6 1

‘;:t:d; 2 2a Tax-exempl interast . . . 2a b Taxable interast ; 2h

m:p.;'l'ad. da Qualified dividends . . . da | | b Ordinary dividends . 3b =
- ,J 4a |RAdistributions . . . . 4a b Taxable amownt . 4b

Ea Dameslmme amel amen it Ea n Tawakda asmeent (=29

Arch MI
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How Do You Know If

<M
Schedule D Is Required? Arch | MI

Standard Someone can claim: [ ] You as a depandant [ ] Your spousa as a dependant
Deduction | | Spouse itemires on a separate return or you wera a dual-status alien

Age/Blindness You: | | Wera born bafors January 2, 1956 | | Areblind  Spouse: | | Was bomn before January 2, 1856 || Is blind

Dependents (see Instructions): {2) Social security {3) Relationship {4) ¥ if qualifies for (see instructions):

H mom {1) First nama Last namse nmhar to you Child tax cradit Cradit for other dapendents
than four | [ ]

i mendants 1 = -

Schedule D is required if there is an amount on

Llne 7 and the “box” is NOT checked

required. 7 ER - - 3
4a [RA distributions . . . . 4a b Ta:ahlﬂ amaunt . 4h
5a Pensions and annuities . S5a | b Taxableamauwrt . . . . . . 5b
Standard Ba Social security benafits . . Ga b Taxableamouwnt . . . . Bb
?;"h‘;‘;“ for—| 2 Caplital gain or (loss). Attach Schedule D if required. If not required, check here . . @ 7
Married Bing 8  Other income from Schedule 1, line 9 . b vy v Rl v el ] o] Rt [:]
iy 9 Addlines 1, 2h, 3b, b, 5b, 8b, 7, and 8. This is yourtotalincome . . . . . . . . . > | @
* harried filing 10 Adjustments to incomea:
Buiniiiying a From Schedule 1,line22 . . 10a |
:;g‘f;‘g;"- b Charitable contributions if you take the standard deduction. See instructions | 10b
s Haad of ¢ Add lines 10a and 10b. These are your total adjustmentstoincome . . . . . . . . Pk [10c
tees |11 Subtract line 10c from line 8. This is your adjusted grossincome . . . . . . . . . » |11
»lyouchecked 12 Standard deduction or itemized deductions (from Schedula A) Cp Y Y ] Vg Y ) ] R R 12
Syoexander [ 43 Qualified business income deduction. Attach Form B985 or Form 8995-A4 . . . . . . . . |13
Deeon, one| 14 Addlines 12and 13 . . | N T
15 Taxable income. Subtract line 1-1 Imm Hna 11 H Zaro of Iess antar -l:I y iy ey A Aa de e A 15
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 113208 Form 1040 r2aza)

Arch MI

$ academy Master the Mystery 14



1040 — Schedule E, Page 2

SCHEDULE E
[Form 1040)

Departrmant of the Trezsury
\rtemal Aevonue Serace 28} |

Supplemental Income and Loss O ho, 1545-0074
[From rental real sstate, royalties, parinerships, S corporations, esistes, trusis, REMICs, stc.} 2@20
¥ Attzch io Form 1040, 1040-5R, 1040-NR, or 1044, \_’I

G o . irs. gov/ S

for ingtructions and the tatest s.q..:num 13

Hamels| shown on retm

Scheduln £ (Fomm 10400 2020

l ¥our socal security numbser

Aftachrment Sequence Mo, 13

"< Arch | MI

F:l;nz

Hamesls! shown on reburmn. Do not enter name and socinl securfly numiber i shown on obher sido.

¥our sooial security ram b

Caution: The [RS compares amounts reporied on your tax retum with amounis shown on Schedulsis] K-1.

a8l Income or Loss From Partnerships and 8§ Corporations — Motes If you report & loss, receive a distribution, dispose of
stock, or receive a loan repayment from an S corporation, you must chack he bax in column §&) on line 28 and attach The resguired basis

computation. i you repart & loss fram an at-risk acthdty Tor which any amount s pot 81 risk, you must check the bax n calumn i) on
ine 78 and attach Form 8188, Sse instruciions.

27 Are you reporting any loss not allowed in 8 prior year dus to the at-risk or basis imitations, a pror year unallowed loss from a
passive activity (if that loss was not reported on Form 8582), or unreimbursed [hEIrtI'IEIrEIhI-p axp&naaﬂ? I you answered "Yes."

Esa instructions befors complating this saction . B . [ | Yes Mo
28 o Hoain [=T] En'h:tF'r:' [ﬂh?\::n“” um m;{ Ghack d E%uﬁnﬁ
brS-D\:l"pul:hﬂ'l parirarsnm nﬂ i oo noft at risk
A Ll :_i L
B L] L] L[]
= L] Ll L]
o _ = e =
Passive Income and Loss Nonpassive Income and Loss
igl Passive loss afiowed (] Paszive ncome il Monpassive icas alicwed ) Section 179 mperso (k) Honpassve nooms
{attach Form B582 if roguinad) from Bohedube -1 (soe Schadule K1) deduction from Form 4562 trom Schedule K-1
A
B
c
D
28a Totals 2
b Totals
30 Add columns () and (k) of line 28a. 30
31 Add columns (g}, (i}, and ) of ine 29b. - . kL
Total partnership and § corporation income or lnml Ec-mbma Im S-l] ml:l :3-1 = P 3 32
m Inrama ar wnt;mnum rep-u.r'igdu"E# !El?mua.-a'pmﬁ ______ 238}
24 Income. Add positive amounts shown on fine 21. Donotinclude any losses . . . . . . . 24

25 Losses. Add royafty losses from fine 21 and rental real estate losses from line 22. Enter total losses here . | 25 || i

26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, 1ll, I, and line 40 on page 2 do not apply to you, alse enter this amount on
Schedule 1 {Form 1040, line 5. Otherwise, include this amount in the total online 41 onpage 2 . | 26

0 Arch MiI For Paperwork Reduclion Act Nolice, see the separate instructions. Cat No, 113841 Schedue E {Form 1040) 2020
g/ academy

Master the Mystery
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1040 — Schedule E, Page 2

SCHEDULE E
[Form 1040)

Departrmant of the Trezsury
\rtemal Aevonue Serace 28} |

G o . irs. gov/ S

Supplemental Income and Loss

[From rental real estate, royalifes, parinerships, S corporations, estates, trusis, REMICs, sic.)

® Attach to Form 1040, 1040-SR, 1040-NR, or 1041,

for instructions and the latest

OR8N, 1548-D074

2020

Shocarre bo. 13

HNameds} shown on returm

Scheduln E (Fom 1040) 2020

l ¥our socal security numbser

Aftachrment Sequence Mo, 13

"< Arch ‘ MI

F:l;ez

MHamesls! shown on reburmn. Do not enter name and social securty number § shown on obhes side.

¥our sooial security ram b

Caution: The [RS compares amounts reporied on your tax retum with amounis shown on Schedulsis] K-1.

Income or Loss From Partnerships and S Corporations — Mote: If you report & loss, receive a distribution, dispose of

shock, or receve & loan repayment from an B corporation, you must check the bax in column §&) on line 28 and attach the reguired basis

computation. i you repart & loss fram an at-risk acthdty Tor which any amount s pot 81 risk, you must check the bax n calumn i) on

ine 78 and attach Forrm 8188, See instruchons.

27

Are you reporting any loss not allowed in 8 prior year dus to the at-risk or basis imitations, a pror year unallowed loss from a

passive activity (if that loss was not reported on Form 8582), or unreimbursed |:EI.F|:I'IEIFEI|1I-;|J axp&naaﬂ? I you answered "Yes."

ses instructions befora complating this saction .. [] Yes Nao
E P C [=
28 o Hoin :S mior EE-I [LME:{” ﬁm I:i Chock # i Check if
s gual o nnu'rﬂ:-ur 15 ol
A p Tl - i Schedule K-1
B L Ll
c L O (Form 11065)
2] 1 ! —
Passive Income and Loss Nonpassive Income and Loss
igl Passive loss afiowed (] Paszive ncome il Monpassive icas alicwed ) Section 179 mperso (k) Honpassve nooms
iattach Form 8582 if rogusnad) from Gohaduis K1 (zew Schadule K-1 deduction from Form 4862 froen Sobeduln K-1
A
B
c
]
28a Totals
b Totals
30 Add columns () and (k) of line 28a. 30
31 Add columns (g}, (i}, and ) of ine 29b. - - kL b
Total partnership and Sﬂmpnmhnn income or lnml Ec-mbma Im S-ﬂ ml:l :3-1 32

m lamama Al wﬂt;mm

Arch MI

-l )} academy

amounts repur!ad o

e T .

24 Income. Add positive amounts shown on fine 21. Do not includs any losses

25 Losses. Add royafty losses from fine 21 and rental real estate losses from line 22. Enter total losses here . | 25 ||

26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, 1ll, I, and line 40 on page 2 do not apply to you, alse enter this amount on
Schedule 1 {Form 1040, line 5. Otherwise, include this amount in the total online 41 onpage 2 . | 26

For Paperwork Reduction Act Nolice, sse the separate instructions.

Cat Mo, 113841

Master the Mystery
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1040 — Schedule E, Page 2

SCHEDULE E
[Form 1040)

Departrmant of the Trezsury
\rtemal Aevonue Serace 28} |

G o . irs. gov/ S

"< Arch I MI

Supplemental Income and Loss M o, 1545-0074
[From rental real estate, royalifes, parinerships, S corporations, estates, trusis, REMICs, sic.) 2@20
¥ Attzch io Form 1040, 1040-5R, 1040-NR, or 1044,

for ingtructions and the tatest Sequence Mo, 13

Nameds) shown on retumn

Scheduln £ (Fomm 10400 2020

l ¥our socal security numbser

Aftachrment Sequence Mo, 13 Page 2

Hamesls! shown on reburmn. Do not enter name and socinl securfly numiber i shown on obher sido.

¥our sooial security ram b

Caution: The [RS compares amounts reporied on your tax retum with amounis shown on Schedulsis] K-1.

Income or Loss From Partnerships and S Corporations — Mote: If you report & loss, receive a distribution, dispose of
siock, of receive & lodn repayment from an S corporation, you must check the bax in eolumn e) on line 28 and attach ihe reguired basis
computation. I you report & loss from an at-fisk actiyity Tor which any amount (s not 8% fsk, yoo most check the bax in column i) on
ine 8 and attach Form 8188, See instructions.

27 Are you reporting any loss not allowed in 8 prior year dus to the at-risk or basis imitationa, a pror year unallowsd loss from a
passive activity (if that loss was not reported on Form 8582), or unreimbursed [hEIrtI'IEIrEIhlp axp&naaﬂ? I you answered "Yes."

0 (Form 1120-S)

see instructions befors completing this section . . [] Yes Mo

28 o Hoin MEmPr:' [ﬂh?\:::” ﬂrﬂ m;{ Chack d i Check it
for £ oorpomtion | partnershio numbur is oo
A S m o E Schedule K-1
B L] E
= L] Ll
o I T
Passive Income and Loss Nonpassive Income and Loss
igl Passive loss afiowed (] Paszive ncome il Monpassive icas alicwed ) Section 179 mperso (k) Honpassve nooms
{attach Form B582 if roguinad) from Bohedube -1 (soe Schadule K1) deduction from Form 4562 trom Schedule K-1
A
B
c
D
28a Totals 2
b Totals
30 Add columns () and (k) of line 28a. 30
31 Add columns (g}, (i}, and ) of ine 29b. . kL b
Total partnership and § corporation income or lnml Ec-mbma Im B-l] ml:l :3-1 = P 3 32
m Inrama ar wnt;mnum rep-u.r'igdu"E# !El?wua.-a'pmﬁ ______ 238}
24 Income. Add positive amounts shown on fine 21. Donotinclude any losses . . . . . . . 24

25 Losses. Add royafty losses from fine 21 and rental real estate losses from line 22. Enter total losses here . | 25 || i

26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, 1ll, I, and line 40 on page 2 do not apply to you, alse enter this amount on
Scheduls 1 {Form 1040, line 5. Otherwise, include this amount in the total online 41 onpage 2 . | 26

Arch MI For Paperwork Reduction Act Nolice, see the separate instructions.

-I )} academy

Cat Mo, 113441 Sohedule E (Form 1040} 2020
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Roadmap Summary ¢ Arch | MI

1040 Page 1 1040 Page 2
Contains Filing Information. Review for Required
o Attachments and Schedules.

1040 Schedule 1

Review for Required
Attachments and Schedules.

Schedule E
o Review for K-1 (1120S or 1065)

Requirement.

Arch MI

" academy Master the Mystery 18



Knowledge Check One

Which of the following scenarios
requires a Schedule B?

1. When the amount of
dividend or interest
received exceeds $1,500.

2. When the combined
amounts of dividend and

interest received exceeds
S1,500.

3. Any time dividend or
interest income is received.

Arch MI

s academy Master the Mystery 19



Check Your Understanding One }5’;’»Arch | MI

The answer is:

1. When the amount of
dividends or interest received
exceeds $1,500.

Arch MI

$ academy Master the Mystery 20



Income Stability ¢ Arch \ MI

S S
i B

2018 2019

History
Two years.

Continuance
Three years.

Arch MI

s academy Master the Mystery 21




Three Years Continuance ¢ Arch MI

Expiration Date
is NOT Defined

Expiration Date
IS Defined

Arch MI

$ academy Master the Mystery 22



Expiration Date Is NOT Defined "" Arch \ MI

Lender does
NOT need to
document a

three-year
continuance.

Arch MI

-= )} academy

it

Automobile allowance.

Base salary.

Bonus, overtime, commission, or tip income.

Capital gains income.”

Corporate retirement or pension.

Disability income — long-term.

Foster care income.

* Capital Gains, Dividends and Interest Income Sources

Master the Mystery 23



Expiration Date Is NOT Defined "" Arch \ MI

Lender does
NOT need to
document a

three-year
continuance.

Arch MI

-= )} academy

it

Interest & dividend income.”

(unless there is other evidence that asset will be depleted)

Military income.

Mortgage credit certificates.

Part-time job, second job or seasonal income.

Rental income.

Social security, VA or other government
retirement.

* Capital Gains, Dividends and Interest Income Sources
Master the Mystery 24



Expiration Date NOT Defined —
Documentation Requirements

N N
O
A

$ academy Master the Mystery 25
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Expiration Date IS Defined lcfrArch \ MI

Alimony or child support.

Distributions from a retirement account.
(401(k), IRA, SEP, Keogh)
Lender

MUST
document a

Mortgage differential payments.

three-year
continuance.

Notes receivable.

Public assistance.

Arch MI Master the Mystery 26
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Expiration Date IS Defined "" Arch \ MI

Royalty payment income.

Lender Social Security.
M UST (Not including retirement or long-term disability.)

document a

three-year
continuance.

Trust income.

VA Benefits.

(Not including retirement or long-term disability.)

Arch MI Master the Mystery 27
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Knowledge Check Two

Is the following True or False?

= Regardless of income type,
it is always necessary to
document proof of three
years continuance
if using income to qualify.

Arch MI Master the Mystery 28
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Check Your Understanding Two >§§Arch [ MI

The answer is False.

= Regardless of income type,
it is NOT always necessary
to document proof of three
years continuance if using
income to qualify.

Arch MI Master the Mystery 29
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Income Trending J¢ Arch | MI

Arch MI

s academy Master the Mystery 30



Income Trending N¢ Arch | MI

Y

Stable or Increasing

Average

W

Declining and Stabilized

Use Current

W

Continually Declining

Do Not Use

Arch MI

$ academy Master the Mystery 31



Income Trending ¢ Arch | MI

= Stable

< Declining/Stabilized

=P Declining

0 | | | | |

Arch MI

$ academy Master the Mystery 32



Non-Taxable Income }5’;’»Arch \ MI

= Child support payments. ﬁl‘
= Some Social Security benefits. H\i, _ '

* Workers’ Compensation
benefits.

= Some public assistance
payments.

" Food Stamps.

Arch MI

s academy Master the Mystery 33



Non-Taxable Income N¢ Arch | MI

54,000

Arch MI

s academy Master the Mystery 34



Grossing Up Non-Taxable Income

<t

N¢ Arch | MI

Y

Gross Amount

$4,000
1.25

$5,000

Arch MI

-= ) academy



Non-Taxable Income ::%Arch \ MI

Before grossing up income, you must FIRST document
that it is non-taxable (copies of 1040s).

Arch MI
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‘“ Arch ‘ MI

1040 Page 1

1040 Page 2
Schedule 1
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Arch MI Tax Return Analysis Calculator
(AMITRAC)

P
¢ Arch | M1  stiemy

IS:’;" Arch | MI

2020/2021 Arch MI Tax Return Analysis Calculator (AMITRAC)

a0z

Borrowe ame: Loan Mumber:

Tamara P. taxpayer A1B2C3

Please Mote: DO NOT enter ANY numbers as negative (-), even if the indicated integer on the tax return is negative (-).
The calculator will automatically subtract when indicated; simply be sure to enter data on the correct Calculator Line,

Unless specified, enter ONLY recurring income and losses.

Trends are calculated by AVERAGING BOTH YEARS ifincome increases using MOST RECENT YEAR if income decreases,
Are you utilizing two years' tax returns?
Is this & Freddie Mac loan with corporate (1120} returns? MO click here for guidance
Prior Year Most Recent Year

Individual Tax Return (1040} including Schedule 1

|

1 |Variable Income not reguiring year-to-date earnings k4 + ¥

2 |Tax-Exempt Interest 3 52.37| = 3 59.23
3 |Alimony Received 6,000.00 $ £,000.00

h Lines Blank — See Guidance & Help Tab

4 Received RAs, F ions andior Annuities ¥ ¥

5 Taxable [RAs, Pensions and/or Annuities 3 S

5 |IRAs, Pensions and Annutties Gualifying Total 000 = : 3 0.00
T | Unemployment Compensation

Complete Both Lines 8

8 Received Social Security Benefits click here for guidance ¥ 3

9 Taxable Social Security Benefits click here for guidance % 3

10 | Social Security Benefits Qualifying Total click here for guidance| + + p.oo| = 3 0.00

e 1040/ Schedule 1 Totals : 6,052.37 b 6,055.23 Amount of Change 6.86
12 Total 1040/Schedule 1 Annual Trend $6,055.80 Percentage of Change 041%

Employee Business Expenses (Form 2106)
13 |Unreimbursed Expenses

Complete Line 14 OR Line 16, MNC

)

Form 2106 Business Mies

Arch MI
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1040 Page 1

N¢ Arch ‘ MI

T | 1 Waga&. salaries, tips, etc. Attach Formis] W-2 B R L T T S TR A 1 28.327.26 I
Srapiil 2a  Tax-exempt interest 2a 5923 | b Taxableinterest . . . . . | 2B
rmum‘j 3a Qualified dividends 3a b Ordinary dividends 3b 254.47
' - j 48 [RA distributions .
Ba Pensions and anmu a s G g:vsanl&a.ﬁi VIS The IRS weDsite at
i ) fiial OMB No. 1545-0008 qzznzmngﬂmﬁ
‘?‘.;m"“ﬂmd far o DRy e D Empioyer Icantmcation numbear (EIN) 1 Wages, tips, other compensation || 2 Fecaral income tax withnela
cGingmor | 1 Capstalgain orfos 38,327.26
Massied filng 8  Otherincome froml [€ Spoyers name, ssires, s 2 o3 T T e
separately, :
8  Add lines 1, 2b, 3b|
£12. 400 g r . . § Medicare wages and tips 6 Medicare tax withheid
e Mamied filing | 10 Adjustments to in Wllloughby Beach Trinkets
joint ur:g & Fioms jule 1, 7 Social Securty tips 8 ANocated ups
%ﬂ b Charitable contrib a Control number 9 10 Dependent care benaflss
» Head o ¢ Add lines 10a and
s Arstameand Inisa L&t Sut| 11 F 128 See NSTUCEONS for DOX 12
Eﬁ?h 11 st e 10e @ Employee’s nrst name name Nonquaimed pi : I
= [ you chadkad 1 Standard deductig ER—— U
wybminds [0 uasiedbusiness| | 1@Mara Taxpayer B N s N
Deductan, . c
see instruckions.| T4 Add lines 12 and 1 g |
15 Taxable income. 5 ‘5124
For Disclosure, Privacy Act, and Paperwork | |, oo oo 2o 70 coos - |
156 sar  Empioyer's state ID number 16 State wages, tips, etc. | 17 State lncome tax 18 Local wages, tips, stc. | 19 Local income tax 20 Locaity nams)
|
|
w Wage and Tax Department of the Treasury—intemal Aevenua Senice
fom WH = & Statement
Copy B—To Be Filed With Employee’s FEDERAL Tax Return.
This information is being furrished to the intemal Revenue Service.

Arch MI
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1040 Page 1 ¢ Arch | MI

1 Wages, salaries, tips, etc. Attach Form{s) W-2 . . . . . . . . . . . 1 28,327.26
‘;‘:‘_':; ’ | 28 Tax-exemptinterest . . . 2a 59.23 b Taxable intarest Zb 171.35
reicpifec da Qualfieddividends . . . | 3a b Ordinary dividends . 3h 254.47

' J 4 |[RAdisiributions . . . . 4a 10,217.76 b Taxabde amount . db

%8 Pensions and annuities . . Sa b Taxabde amount . Sb
Etandard Ga Social securty benefits . . Ga 672.41 b Taxable amount . CRE TR &b 672.41
“;:“;":“ fof=| 7  Capital gain or loss). Attach Schedule D if required. If not required, check here . . . . ] | 7
Kamied filng B  Other income from Schedulz 1, lined . . B 8
S 8  Add lines 1, 2b, 3b, 4b, 5b, 6b, 7, and 8. Thlaﬂymrtutnlﬁmm .
= Maried filing 10 Adjustments fo income:
oo ol a From Schedule 1,6ine 22 . . . 10a
”,ﬁ%’i b Charitable contributions if you take the standard deduction. See instructions | 10b :
= Head cf ¢ Add lines 108 and 10b. These are your total adjustments toincome . . . . . . . . B [10c
tae® | 41 Subtract line 10c from line 9, This is your adjusted grossincome . . . . _ . . _ » | 11
-liyouchecksd 12 Standard deduction or itemized deductions from Schedule & . . . . . . . . . . |12
et 143 Qualified business incoma deduction. Attach Form 8005 or Form 8905-A . . . . . . . . | 13
Deduction, | 44 Addlnes 12and13 . . . . e £
15 Taxable income. Subtract line 14 from ling 11. Fzemorless, enter-0- . . . . . . . . . 15
For Disclosure, Privacy Act, and Paperwork Reduction Act Nolice, see separate instructions, Cat. Mo, 112208 Form 1040 @oz0)

Arch MI

s academy Master the Mystery 40



1040 Schedule 1

Arch MI

-= )} academy

SCHEDULE 1
{Form 1040) Additional Income and Adjustments to Income
Department of the Treasury * Attach to Form 1040, 1040-5R, or 1040-MNR.

intarnal Revenus Service * Go to www.irs.gov/Form 1040 for instructions and the latest information.

OME Mo, 15450074

2020

Adtachrmsent
Seruance No. 01

Mame{s} shown on Form 1040, 1040-SR, or 1040-NR

Your soci

al security number

=14l Additional Income

1 Taxable refunds, credits, or offsets of state and local income taxes . 1
[2a Aimonyreceived . . . . . ... 2a| 6,000.00 |
b Date of original divorce or separation agreement (see instructions)»
3 Business income or (loss). Attach Schedule C 3
4 Other gains or (losses). Attach Form 4797 . .1 4
5 Rental real estate, royalties, partnerships, S oorporallcns, trusts, etc. Attach Schedule E | § 187.44
6 Farm income or (loss). Attach Schedule F . 6 3,291.53
7 Unemployment compensation . 7 2,009.53
8 Otherincome. List type and amount®» . o "
9 Co_mblnellnes 1 tﬁ-r_c-uugh 8. Enter here and on Form 1040, 10405& or 1040-NR,
line 8 . PN W el N B W el N M W RN E M B el 9
Adjustments ta lnc-nme
10 Educator expenses . . . 10
11 Certain business expenses of reservists, perfcrmlng artists, and fee-basis government
officials. Attach Form 2106 A 11
12 Health savings account deduction. Attach Form 8889 . . . 12
13 Moving expenses for members of the Armed Forces. Attach Form 3903 . 13
14 Deductible part of self-employment tax. Attach Schedule SE IR 14
15 Self-employed SEP, SIMPLE, and gqualifiedplans . . . . . . . . . . . . . 15
16 Self-employed health insurance deduction . 16
17  Penalty on early withdrawal of savings 17
18a Alimony paid . £ oS SR E S S R om B S o R 8 Sw o o & S 188
b Recipient'sSSN . . . . . . . . . .. L ... P
c Date of original divorce or separation agreement (see instructions)®»
19 |RA deduction & e 19
20 Student loan interest deduction . . . . . . . . . . . . 20
21 Tuition and fees deduction. Attach Form 8917 . : 21
22 Add lines 10 through 21. These are your adjustments to income. Enter here and
on Form 1040, 1040-SR, or 1040-MR, line 10a . . 22

For Paperwork Reduction Act Notice, see your tax return instructions. Cat. Mo T1479F

Schedule 1 {Form 1040) 2020

Master the Mystery

5 Arch | MI
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AMITRAC Scenario

Arch MI

Iz this a Freddie Mac loan with corporate (1120) returns?

=

(LR ]

= @ e

p
}-',E"AI'C}] ‘ MI gﬁ?amhemy

2020/2021 Arch Ml Tax Return Analysis Calculator (AMITRAC)

L Bel g |

Loan Mumber:

A1B2C3

Borrower(s) Mame:

Tamara P. taxpayer

Please Note: DO NOT enter ANY numbers as negative (-), even if the indicated integer on the tax return is negative {-).
The calculator will automatically subtract when indicated; simply be sure to enter data on the correct Calculator Line.

Unless specified, enter ONLY recurring income and losses.

Annual Trends are calciiated by AVERAGING BOTH YEARS ifincome increases using MOST RECENT YEAR ff income decreases.

Are you utilizing two vears® tax returng?

MO click here for guidance

Most Recent Year
2020

Prior Year
2019

Individual Tax Return (1040) including Schedule 1

‘fariable Income not reguiring year-to-date earnings click here for guidanee| + %+ + %
Tax-Exempt Interest click here for guidance) + k3 5237 + % 59.23
Alimony Received glick here for guidancel + § 6,000000 + % §,000.00

Received IRAs, Penzionz andior Annuities click here for guidance + %

Taxable IRAs, Pensions andfor Annuities click here for guidance £ k3
IRAz, Pensions and Annuities Qualifying Total click here for guidange| + 0.00| + o.00
Unemployment Compansation olick here for guidance| + ¥ + 3

Received Social Security Benefits click hepe for guidance ¥ ¥
Taxable Social Security Benefits click here for guidance ¥ ¥
Social Security Benefits Qualifying Total click here for guidance| + 0.00| + o.oo
1040/ Schedule 1 Totals 6,052.37 6,059.23
Total 1040/Schedule 1 Annual Trend $6,055.80

-= )} academy

IS:’;" Arch | MI

Amount of Change

sl
= @M
-

Percentage of Change o
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1040 Page 1 ¢ Arch | MI

——_ 1 Wapges, salaries, tips, etc. Attach Formis) W-2 TR e 1 28,327.26
Attach 28 Tax-exempi interest . . . 2a 59.23 b Taxabls imtersst Zh 171.35
i’:‘:lﬂ_ 3a CQualifieddividends . . . | 3a b_Ordinary dividends _ 3 254,47

\ Jl4a IRAdisiributions . . . . | 4a 10,217.76 b Taxable amount . 4b

%8 Pensions and annuities. . . Sa b Taxable amount . 5b
(Standard | | B2 Social securitybensfits . . | 6a 672.41 b Taxabls amount . T 672 .41
“;:“;":“ fof=| "7 Capital gain or [loss). Attach Schedule D if required. If not required, check hers . . . . B || | 7
Kamied filng B  Other income from Schedulz 1, lined . . B 8
S 8  Add lines 1, 2b, 3b, 4b, 5b, 6b, 7, and 8. Thlaﬂymrtutnlﬁmm .
= Maried filing 10 Adjustments fo income:
oo ol a From Schedule 1,6ine 22 . . . 10a
”,ﬁ%"-‘- b Charitable confributions if you take the standard deduction. See instructions. | 10b :
= Head cf ¢ Add lines 108 and 10b. These are your total adjustments toincome . . . . . . . . B [10c
tae® | 41 Subtract line 10c from line 9, This is your adjusted grossincome . . . . _ . . _ » | 11
-lyouchecksd 12 Standard deduction or itemized deductions {from Schedule ) . . . . . . . . . . |12
et 143 Qualified business incoma deduction. Attach Form 8005 or Form 8905-A . . . . . . . . | 13
Deduction, | 44 Addlnes 12and13 . . . . e £
15 Taxable income. Subtract line 14 from ling 11. Fzemorless, enter-0- . . . . . . . . . 15
For Disclosure, Privacy Act, and Paperwork Reduction Act Nolice, see separate instructions, Cat. Mo, 112208 Form 1040 @oz0)

Arch MI
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1040 Schedule 1

Arch MI

-= )} academy

SCHEDULE 1

{Form 1040) Additional Income and Adjustments to Income
Department of the Treasury * Attach to Form 1040, 1040-5R, or 1040-MNR.

intarnal Revenus Service * Go to www.irs.gov/Form 1040 for instructions and the latest information.

OME Mo, 15450074

2020

Adtachrmsent
Seruance No. 01

Mame{s} shown on Form 1040, 1040-SR, or 1040-NR

Your soci

al security number

=14l Additional Income

1
2a
b
3
4
5

9

10
i

12
13
14
15
16
17
18a

19
20
21
22

Taxable refunds, credits, or offsets of state and local income taxes . 1

ABMODYTECBIVEA. . .« = o «ow sh % 30 wos ih 5 &b etk A ki maa o e 2a 6,000.00

Date of original divorce or separation agreement (see instructions)»

Business income or (loss). Attach Schedule C 3

Other gains or (losses). Attach Form 4797 . .1 4

Rental real estate, royalties, partnerships, S oorporallcns, trusts, etc. Attach Schedule E | § 187.44

Farm income or (loss). Attach Schedule F . 6 3,291.53

Other income. List type and amount» "

Co_mblnellnes 1 tﬁ-r_c-uugh 8. Enter here and on Form 1040, 10405& or 1040-NR,

line 8 . PN W el N B W el N M W RN E M B el 9
Adjustments ta lnc-nme

Educator expenses . . . 10

Certain business expenses of reservists, perfcrmlng artists, and fee-basis government

officials. Attach Form 2106 : . 11

Health savings account deduction. Attach Form 8889 . . . 12

Moving expenses for members of the Armed Forces. Attach Form 3903 . 13

Deductible part of self-employment tax. Attach Schedule SE 14

Self-employed SEP, SIMPLE, and qualifiedplans . . . . . . . . . . . . . 15

Self-employed health insurance deduction . 16

Penalty on early withdrawal of savings 17

Alimony paid . L ow S Sm R W S SR R om B oS o R 8 Sw o om & Sk 188

Recipient'sSSN . . . . . . . . . . . . . ... ...

Date of original divorce or separation agreement (see instructions)®»

IRA deduction & e 19

Student loan interest deduction . . . . . . . . . . . . 20

Tuition and fees deduction. Attach Form 8917 . : 21

Add lines 10 through 21. These are your adjustments to income. Enter here and

on Form 1040, 1040-SR, or 1040-MR, line 10a . . 22

For Paperwork Reduction Act Notice, see your tax return instructions. Cat. Mo T1479F

Schedule 1 {Form 1040) 2020

Master the Mystery
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AMITRAC Scenario ¢ Arch | MI

?
¢ Arch | MI & Retemy

2020/2021 Arch MI Tax Return Analysis Calculator (AMITRAC)

oE

Borrowe Name: Loan Mumber:

Tamara P. taxpayer A1B2C3

Please Note: DO NOT enter ANY numbers as negative (-), even if the indicated integer on the tax return is negative (-3
The calculator will automatically subtract when indicated; simply be sure to enter data on the carrect Calculator Line.

Unless specified, enter ONLY recurring income and losses.
Annual Trends are calcuiated by AVERAGING BOTH YEARS if income increases using MOST RECENT YEAR ifincome decreases.

Are you utilizing two years' tax returns?

Iz thiz a Freddie Mac loan with corporate (1120) returns? MO click here for guidance
Prior Year Most Recent Year
| Individual Tax Return (1040) including Schedule 1 2019 2020
1 [Variable Income not reguiring year-to-date earnings click here bor guidance| + ¥ + k3
2 |Tax-Exempt Interest click here for guidance| + S B2.37| + E 59.23
3 |Alimony Received click here por guidance| + | $ §,000.00| + % 6,000.00

4 Received IRAz, Pensions andior Annuities glick here bor guidance ¢ 8.816.82 4 10,217.76

5 Taxable IRAs, Pensions and/or Annuities click here for guidance § 0.00 $ 0.00

§ |IRAs, Pensions and Annuities Qualifying Total click here for guidance| + 3 1227103 + i 1277220
T |Unemployment Compensatien kS

e & Help Tab

Received Social Security Benefits $ 67241

5 Taxable Social Security Benefits $ 598.32 $ 672.41

10 | Social Security Benefits Qualifying Total i 598.32) + 1 572.41

1 1040/ Schedule 1 Totals ! 18,921.72 19,503.84 Amount of Change 587213
12 Total 1040/Schedule 1 Annual Trend $19,212.78 Percentage of Change 3.08%

Arch MI
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Form 2106

Unreimbursed Expenses

Arch MI
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Form 2106

Arch MI

-l )} academy

g 2" 06 Employee Business Expenses

{for use only by Armed Forces reservists, qualified performing artists, fee-basis siate or local

government officials, and employees with impairment-relsted work expenses)

5 Arch | MI

OMB Mo. 1545-0074

2020

- of the Traamiry » Attach to Form 1040, 1040-SR, or 1040-NRL Attachmant
Inlsrnal Aeverue Servce (99) » Go to www.irs.gov/Form2106 for instructions and the latest information. Bequence Mo. 129
Your name Oceupation in which yed incurred axperses | Social sscurity number
Employee Business Expenses and Reimbursements
Column A Column B
Step 1 Enter Your Expenses Other Than Meals
Meals

-

Vahicle expense from line 22 or line 29. (RHural mail carriers: Ses instructions.) .

2 Parking fees, tolle, and transportation, including frain, bus, etc., that didn't involve

overnight travel or commuting to and from work .

Travel expanse while away from home nwnlght Includlng ladgmg, alrplane car
rental, etc. Don't include meals

Businass expenses not included on lines 1 through 3. Don't include meals .
Meals expensas (see instructions)

Total expenses. In Column A, add lines 1 through 4 and anter lhu res.ult In Culumn
B. enter the amount from line 5 . 3

5

MNote: If you weren't reimbursed for any expenses in Step 1, skip line 7 and enter the amount from line & on line 8.

Step 2 Enter Reimbursements Received From Your Employer for Expenses Listed in Step 1

7

Enter reimbursements received from your employer that weren't reported to you in
box 1 of Form W-2. Include any reimbursements reported under code “L" in box 12

of your Form W-2 {see_instructions) . T
Step 3 Figure Expenses To Deduct
8 Subiract line 7 from line 6. If zaro or less, enter -0-. Howaver, If line 7 is greater than
lire & in Cofurmn A, report the excess as income on Form 1040 or 1040-SR, line 1 {or
on Form 1040-NR, line 1a) . X R e R o S A T T ]
Mote: If both celumns of line 8 are zero, you can't deduct
employea business expenses. Stop here and attach Form 2106 to your return.
9 In Column A, enter the amount from line 8. In Column B, multiply line 8 by 50% {0.50) 9

10

Add the amounts on line 9 of both columns and enter the total here. Also, enter the total on Schedule 1
(Form: 10400, line 11. Employees with Irrmalmﬁsnl—ralalnd work axpenses. see the instructions for rules

on whera 1o anter the total on your return .

.

10

For Paperwork Reduction Act Nofice, see your tax return instructions.

Cat. No. 11700

Fern 2106 2020

Master the Mystery
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Knowledge Check Three

Is the following True or False?

= Before grossing up income,
you must first document
that it is non-taxable.

Arch MI
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Check Your Understanding Three Ej’;‘rArch | MI

The answer is True.

= Before grossing up income, you must first document that it is
non-taxable (copies of 1040s).

Exceptions include military allowances and child support.

Arch MI
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Schedule B

Dividend and Interest
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Schedule B — Part |

SCHEDULE B
(Form 1040

Dopartmant o sha
mimmsm

(OME Mo, 15450074

Interest and Ordinary Dividends
2020

¥ G0 to www irs and the latest information.
* Attach to Form 1040 or 1040-SA.

Blamals} shown cn Fatum

Your soclal secarity nusmibrer

Part | 1

Interest

(See nstructions
and the
rmtructions for
Foems: 1040 and
1040-EA, line 20

Nate: i you
recaived & Fom
T0OL-INT, Foem
1098-04D, or
substitute
statemerd fram
a brokerage fim,
list the firm's.
name as e
[paryer and enter
the total inberest
shown on that
foemn.

5]

List name of payer. If any interest is from a seller-financed morigage and the Amournt
basyer used the property as a personal residence, see the instructions and list this
Interest first. Also, show that buyer's soclal secunty number and address »

Add the amounts onbine 1 . . . i 2

Excludable interest unaamEEaﬂdlLkS. sa-.ngshm:dslnauad aflaf 1909
Artach Form 8815. . . . 3

Subtract line 3 from line 2. Emuma resyt hGIE andm an1 mdl] or !D-ﬂ:l-SH’..
lina 0 .| a

art

Ordinary
Dividends

(See nstructions
and the
irstructions for
Foems 1040 and
1040-2A, fine 30
Hate: i

recaived & Fom
1092-DIV ar
substitube
statemert from

a brokerage fim,
list the frm's.
name as the
paryer and entar
the prdinary
dividends shawn g
on that form

Note: if line 4 Bnuer.h SDI.':I 0L MLST COfm)

List name of payer

Add the amounts on line 5. Enter the total here and on Form 1040 or 1040-5A,
line3b . . g PRy oo

Note:

11'nneﬁhanuer$1 5no ynumuatmmplﬂ{ﬁ?ﬂftlll_

Part 1l ‘You must compdete this part if you fa) had over $1.500 of taxeble iInterest or ordinary dividends; (b) had &
foreign eccount: or [e) recaived a diatribution from., or were a granter of, or a franafeser fo, a foraign trust.

Foreign 7
Accounts °
and Trusts

1o file FINCEN
Formn 174 may
re=utl in
substaritl

Arch MI B &

(L]

foreign trust? i "Yes " you may have to file Form 3520, See instructiona .. . . ]
-' academy Far Paperwork Aeduction Act Notice, soe your tax return instructions. Cat. Mo 1THEN smm-srrmnmm

At any time during 2020, did you have a financial interest in or signature authority over & financial
account (such as & bank account, securities account, or Dmicemge account] lecated in a formgn
country? Ses instructions. . . . . . . = = SR E =t |

i “¥es,” are you required to file FINCEM Formm 114, Hepm af Fnre{gﬂ Bank and Financial
Accounts (FBAR). to report that financial imerest or signature authorty? See FInCEM Form 114
and [ts instructions for fling requirements and excaptions 10 those requisements . . . . B

it you are required to file FnCEN Form 114, enter the name of the foresan country wherE the
financial acoount ks located » .
Duwring 2020, did you recelve a distribution from, orwaraynutheg'mal of transferor to, 8

Master the Mystery
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1040 Page 1 ¢ Arch | MI

1 __ Wages. salaries_tips_ etc. Attach Formis) W-2 SR e e 1 28,327.26
J:ffg i (22 Texexsmptintersst . . . | 2a 29.23 b Taxablomtarest 2h 171.35 |
e diod 3a CQuaffieddividends . . . | 3a b Ouilaary divicienis. . 3h 25047

\ J 4a RAdistbutions . . . . | 4a 10,217.76 b Taxable amount . 4b

%8 Pensions and annuities . . Sa b Taxabde amount . Sb
Slandard Ga Social securty bensfits . . Ga 672.41 b Taxable amount . oS hE g Bb 672.41
“;:“;":“ fof=| 7  Capital gain or loss). Attach Schedule D if required. If not required, check here . . . . ] | 7
Kamied filng B  Other income from Schedulz 1, lined . . B 8
S 8  Add lines 1, 2b, 3b, 4b, 5b, 6b, 7, and 8. Thlaﬂymrtutnlﬁmm .
= Maried filing 10 Adjustments fo income:
oo ol a From Schedule 1,6ine 22 . . . 10a
”,ﬁ%’i b Charitable contributions if you take the standard deduction. See instructions | 10b :
= Head cf ¢ Add lines 108 and 10b. These are your total adjustments toincome . . . . . . . . B [10c
tae® | 41 Subtract line 10c from line 9, This is your adjusted grossincome . . . . _ . . _ » | 11
-lyouchecksd 12 Standard deduction or itemized deductions {from Schedule ) . . . . . . . . . . |12
et 143 Qualified business incoma deduction. Attach Form 8005 or Form 8905-A . . . . . . . . | 13
Deduction, | 44 Addlnes 12and13 . . . . e £
15 Taxable income. Subtract line 14 from ling 11. Fzemorless, enter-0- . . . . . . . . . 15
For Disclosure, Privacy Act, and Paperwork Reduction Act Nolice, see separate instructions, Cat. Mo, 112208 Form 1040 @oz0)

Arch MI
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AMITRAC Scenario

T b M
:‘-ff"Al"Ch ‘ MI ﬁgﬁzademy

2020/2021 Arch MI Tax Return Analysis Calculator (AMITRAC)

[ Rcli3 |

Loan Mumber;

Tamara P. faxpayer A1B2C3

Flease Mote: DO NOT enter ANY numbers as negative (-), even ifthe indicated integer on the tax return is negative (-).
The calculator will automatically subtract when indicated; simply be sure to enter data on the correct Calculator Line.

Unless specified, enter ONLY recurring income and losses.
Annual Trends are calculated by AVERAGING BOTH YEARS ifincome increases wsing MOST RECENT YEAR ifincome decreases.

Are you utlizing two years' tax returns?

Iz this.a Freddie Mac loan with corporate (1120) returns? MO click here for guidance
ere d Dividend edule B
19 (Taxable Interest click here for guidance | + ¥ 153. + § 171.35]
20 | Ordinary Dividends click here for guidance| + ¥ +
21 Schedule B Totals ! 153.87 5 171.35
iz Total Interest and Dividends Annual Trend $162.61

Arch MI

-= )} academy

IS:’;" Arch | MI

Amount of Change 17.48
Percentage of Change 11.35%
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Schedule B — Part i

<

Arch MI

aca

demy

SCHEDULE B
(Form 1040

Doparnmant ol st
mimmsm

Interest and Ordinary Dividends OME Mo 1545-0074

I
—— e | 2020
» Attach to Form 1040 or 1040-SA. Saguonce o OB

Blamals} shown cn Fatum

Your soclal secarity nusmibrer

Part | 1

Interest

(See nstructions
and the
rmtructions for
Foems: 1040 and
1040-EA, line 20

Nate: i you
recaived & Fom
T0OL-INT, Foem
1098-04D, or
substitute
statemerd fram
a brokerage fim,
list the firm's.
name as e

5]

List name of payer. If any interest is from a seller-financed morigage and the Amournt
basyer used the property as a personal residence, see the instructions and list this
Interest first. Also, show that buyer's soclal secunty number and address »

Add the amounts onbine 1 . . . i 2

Excludable interest unaamEEaﬂdlLkS. sawtgshmadslnauad aflaf 1909
Artach Form 8815. . . . 3

Subtract line 3 from line 2. Emﬂmrasthﬂeandemn mdl]nrlnnﬂ:l-sﬁ.
line2n . . o e ]l

Part Il

Ordinary
Dividends

(See nstructions
and the

irstructions for
Foems 1040 and
1040-2A, fine 30

Hate: i

recaived & Fom
1092-DIV ar
substitube
statemert from
a brokerage fim,
list the frm's.
name as the
paryer and entar
the prdinary
dividends shawn g
on that form

Nr.na if line 4 Bnuer.h SCI.':I Hnumuat mmﬁ Pﬂ.rtlll_ Amount
—

List name of payer =

Add the amounts on line 5. Enter the total here and on Form 1040 or 1040-5A,
line3b . . e PRy oo

MNote: HI!naEIanueri‘JSDOEmuatmmw III_

Part 1l ‘You must compdete this part if you fa) had over 51,500 of taxeble interest or ordinary dividends; (b) had &

foreign eccount: or [e) recaived a diatribution from., or were a granter of, or a franafeser fo, a foraign trust. Yes| No
F‘Draiﬂ" Ta At any time during 2020 did you have a financial interest in or signature authority over & financial
Accounts account (such as & bank account, securities account, or Dmicamge account] lecated in a formgn
and Trusts country? See Instructions. . . . . = £ & e |
Caution: If if “¥es," are you required to file FINCEM Form 114, Hepm of Fnre{gﬂ Bank and Financial
required, failure Accounts (FBAR). to report that financial imerest or signature authorty? See FInCEM Form 114
1o file FNCEN and [ts instructions for fling requirements and excaptions 10 those requisements . . . . B
FF;I";‘:““T b i you are required to fle FinCEN Form 114, enter the name of the foreign cuumryvﬂene the
sibstaritial tinancial socount le located B .
penalties. Se= & Dunng 2020, did you recaive a distribution from, orwaraynutheg'mal of transferor to, &
it foreign trust? i “Yes,” you may have to file Form 3520. See instructions . . . . |
Far Paperwork Reduction Act Notice, see your tax return instructions, Cat. Mo 171HeEN M!M1Mﬂm

5 Arch I MI
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1040 Page 1 ¢ Arch | MI

——_ 1 Wapges, salaries, tips, etc. Attach Formis) W-2 TR e 1 28,327.26
Attach 2a  Tax-exempiinterest . . . | 2a 59.23 b Taxable igterest 2h 171.35
i_'ﬁ:lﬂ_ |32 CQualfied dividends . . . [ 3a b Ordinary dividends, . 3b 254.47_|

\ J 4a  RAdmiributions . . . . | 4a 10,217.76 b Taxable amount . 4b

%8 Pensions and annuities . . Sa b Taxabde amount . Sb
Slandard Ga Social securty bensfits . . Ga 672.41 b Taxable amount . oS hE g Bb 672.41
“;:“;":“ fof=| 7  Capital gain or loss). Attach Schedule D if required. If not required, check here . . . . ] | 7
Kamied filng B  Other income from Schedulz 1, lined . . B 8
S 8  Add lines 1, 2b, 3b, 4b, 5b, 6b, 7, and 8. Thlaﬂymrtutnlﬁmm .
= Maried filing 10 Adjustments fo income:
oo ol a From Schedule 1,6ine 22 . . . 10a
”,ﬁ%’i b Charitable contributions if you take the standard deduction. See instructions | 10b :
= Head cf ¢ Add lines 108 and 10b. These are your total adjustments toincome . . . . . . . . B [10c
tae® | 41 Subtract line 10c from line 9, This is your adjusted grossincome . . . . _ . . _ » | 11
-lyouchecksd 12 Standard deduction or itemized deductions {from Schedule ) . . . . . . . . . . |12
et 143 Qualified business incoma deduction. Attach Form 8005 or Form 8905-A . . . . . . . . | 13
Deduction, | 44 Addlnes 12and13 . . . . e £
15 Taxable income. Subtract line 14 from ling 11. Fzemorless, enter-0- . . . . . . . . . 15
For Disclosure, Privacy Act, and Paperwork Reduction Act Nolice, see separate instructions, Cat. Mo, 112208 Form 1040 @oz0)
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Schedule B — Qualified Dividends '\"’ Arch | MI

1 Wages, salaries, fips, etc. Attach Form{s) W-2 _ . . . . . . . . . . . . . . . 1
Asach 28 Tax-exempiintersst . . | 2a b Taxable interact 2h
fﬁfﬁi:_ [3a Quaiified dividends . . . | 3a b Chdiceary thilens . a |
4a |RAdistributions . . . . | 4a b Taxableamownt . . . . . . ab

= Subset of ordinary
dividends that enjoy
preferential tax
treatment.

" Treated as capital gains
for tax purposes.

Arch MI
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AMITRAC Scenario ¢ Arch | MI

PA Arch MI
}’ff AI’Ch ‘ MI *sracademy

2020/2021 Arch Ml Tax Return Analysis Calculator (AMITRAC)

L) Bl g

Borrower(s) Mame: Loan Mumber:

Tamara P. Taxpayer A1B2C3

Please Mote: DO NOT enter ANY numbers as negative (<), even ifthe indicated integer on the tax return is negative (-).
The calculator will automatically subtract when indicated; simply be sure to enter data on the correct Calculator Line.

Unless specified, enter ONLY recurring income and losses.,
Annual Trends are calculated by AVERAGING BOTH YEARS ifincome incroases ysing MOST RECENT YEAR ifincome decreasos.

Are you utilizing two years' tax returns?
s thi= a Freddis Mac loan with corporate (1120) returns? MO click here for guidance

Il Interest and Dividends {Schedule B}

19 | Taxable Interest click here For guidance| + k3 153.87| + ¥ 171.35

20 | Ordinary Dividends click here For guidance| + § 236. + % 254 4

21 Schedule B Totals ; 390.85 b 425.82 Amount of Change 34,97
22 Total Interest and Dividends Annual Trend $408.34 Percentage of Changs 3.05%

Arch MI
- Master the Mystery 57
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‘“ Arch ‘ MI

Schedule D

Capital Gains
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-l academy Master the Mystery 58



Schedule D — Capital Gains }5’;’»Arch \ MI

— . . T—

A profit from
the SALE
of property or an
Investment.

Arch MI
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Schedule D — Capital Gains }5’;’»Arch | MI

Income received from capital gains is generally a e
one-time transaction.

Therefore, it should not be considered as part of the
borrower’s stable monthly income.

However...
To qualify, it must be verified.

Arch MI
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Schedule D - Capital Gains N¢ Arch | MI

'_,

Y

Capital gains income can
be used if:

= You can document a
two-year history.

" You average the income.

= You have evidence of
additional property or
assets that can be sold.

Arch MI
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Schedule D — Capital Losses }:’;'»Arch \ MI

Capital losses do not have to be considered when calculating
income or liabilities, even if the losses are recurring. ™

*Fannie Mae Selling Guide B3-3.1-09......

Arch MI

$ academy Master the Mystery 62



Schedule D — Part |

<

Arch MI

aca

demy

SCHEDULE D

s i Capital Gains and Losses SHE M R IT
* Attach to Form 1040, 1040-5R, or 1040-NR. 2@]20

Dot of the Traasury ® Go to www.irs. gow! ScheduteD for instructions and the latest information. Ariachmant

bt Faveris Senion @) * Use Form B848 to list your transactions for lines 1b, 2, 3, 8, 8, and 10. Saquance No. 12

Blamnajs) shown on Feum ‘Your secdal socurity number

Did you mspnse GI w Investmentia) in & qualified opporunity lund nunngmetax year? :l Yes D No

Short-Term Capital Gains and Losses— Generally Assets Held One Year or Less (see instructions)

See instructions for how to figure the amounts to enter on the lah [hd Gain or Poss)
lines below. L] el Ajustrrants Subltract cotumn (o}

Pronees ot 10 gain of loas from | from cokamn jd} and
Thia form may be sasier to complate i you round off cents to {sabes prical jor othar basis) ;a-ne-w } 8848, Part |, | combing the resuit

whole dollars. I 2, cokamn i) waith codumen (g}

1a Totals for all short-term transactions reported on Form
1098-B for which bass was reported to the IRS and for
which you hewe no adjusiments {see Insiructions).
However, if you choose to repont all these tranaactions
on Form 8949, leave this line biank and go to line 10

1b Totals for all trensactons reported on Formids) 8949 with
Box Achecked .
Totals for all transactions raparlan an Fon'nm 3949 wnh

Box B checked £

Totals for all transactions rq:-ﬂrla\:l an Fon'nm amg mlh

Box G chocksd . .

A SharlmnngunhunannEzSZandsnm—tamgmnr[losﬂhanumedBﬂ-ﬂ 6781, and BH24 . . 4

§ Met short-term gain of (loss) from partnerships, S corpocations. estates. and trusts from
Schedulafg) K-1 . . . . 5

6 Shor-tarm capital loss camyover. Enler the amount, |I any. fmm lina E nf Wour Gupﬂsl tnss t}arrwmr
‘Worksheet |n the instructions. . . 5] i

7 Met short-term capital gain or {loss). li‘.umtmellnas. 1amuugh6 in ::nlumnqh} n‘wumva sﬂylmg
ferm capital gains or losses, go to Part || below. Otherwise, go to Part llon the back . . = 7

(5]

[*]

Long-Term Capital Gains and Losses—Generally Assets Held More Than One Year (see instructions)

Ses instructions for how to figure the amoums to enter on the tah ™ Gain or oss)
lines below. (L] ol Adjustments Subtract colume (o}
Prooeeds Com io-gain or logs from | from cokamn jd} and
Thig fiorm may be easier 1o complate if you round off cants to {naks prical o other basis) | Formis) 8949, Fort I, | conin the resut
whinle dollars. fina 3. calumn igi with cokmen (g}

Ba Totals for all long-term transactions reported on Form
1098-B for which basis was reporied to the IRS and for
which you have no adjustments {see instructions).
However, if you choose to repon ail these transactions
on Form 8949, l=ave this line blank and go to bne Bo

Bb Totals for all transactons rEpﬂrlEln on Formis) 8949 with

Box D checked
8 Totals for all ransactons ripmm:l an Fomqa,\ 39119 vmh
Box E checked
10 Totals for all transactons rapmacl an Fomqa,\ 39-!9 wnh
Box F checked. . . £ S
11 Gain from Foom 4787, Psri L hng -tarm gain from Fomxa 2439 and E252; and long-term gain or {loss)
from Forms 4684, 6781, and 8624 . . . 11
12 Met long-term gain or (loss) from pmnemws Smrparslf-uﬂa. evsmea ancl 'uusts'rmn Sc:hedula{s]K 1 12
13 Capital gain distributions. See the Instrections . . . . . . = 13
14 Long-term capital boss carryover. Enter the amount, I .any from lne 13 of ynur Gapiral Lnas Uarrymer
Worksheet in the instructions. . . . 14 j
15 Nul. hm nup‘td gﬂn or {lmni ﬂumhlne Ilnesaaﬂ'mn@\ ‘Id in c:ulumn {h:l. Then go to Part III
back . 15
Fapmmnmmmnﬂ&:- n--,mrlnmlummln Cat Mo 11338H Schaduie D Form 1080 2020

S Arch | MI
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Schedule D — Part i

<
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demy

SCHEDULE D

s i Capital Gains and Losses SHE M R IT
* Attach to Form 1040, 1040-5R, or 1040-NR. 2@]20

Dot of the Traasury ® Go to www.irs. gow! ScheduteD for instructions and the latest information. Ariachmant

bt Faveris Senion @) * Use Form B848 to list your transactions for lines 1b, 2, 3, 8, 8, and 10. Saquance No. 12

Blamnajs) shown on Feum ‘Your secdal socurity number

Did you dispose of any investmentia) in & qualifisd opportunity fund during the tex vear? || Yes || No
If “Yes,* attach Form 8949 and see fis instructions for additional requiraments fior reporting your gain or koss.

Short-Term Capital Gains and Losses— Generally Assets Held One Year or Less (see instructions)

See instructions for how to figure the amounts to enter on the lah [hd Gain or Poss)
lines below. L] el Ajustrrants Subltract cotumn (o}

Pronees ot 10 gain of loas from | from cokamn jd} and
Thia form may be sasier to complate i you round off cents to {sabes prical jor othar basis) ;a-ne-w } 8848, Part |, | combing the resuit

whole dollars. I 2, cokamn i) waith codumen (g}

1a Totals for all short-term transactions reported on Form

1098-B for which bass was reported to the IRS and for

which you hewe no adjusiments {see Insiructions).

However, if you choose to repont all these tranaactions

on Form 8949, leave this line biank and go to line 10

1b Totals for all trensactons reported on Formids) 8949 with
Box Achecked .

Totals for all transactions raparlan an Fon'nm 3949 wnh
Box B checked £

Totals for all transactions rq:-ﬂrla\:l an Fon'nm amg mlh
Box G chocksd . .

A SharlmnngunhunannEzSZandsnm—tamgmnr[losﬂhanumedBﬂ-ﬂ 6781, and BH24 . . 4

§ Met short-term gain of (loss) from partnerships, S corpocations. estates. and trusts from

Schedulafg) K-1 . . . . 5

6 Shor-tarm capital loss camyover. Enler the amount, |I any. fmm lina E nf Wour Gupﬂsl tnss t}arrwmr

‘Worksheet In the instructions. . . 5] i

% Nulﬂlmmnncaﬁnl gnlnnr Hﬂmﬁ li‘.umtmellnas. 1amuugh6 in ::nlumnqh} n‘wumva sﬂylmg

(5]

[*]

Long-Term Capital Gains and Losses—Generally Assets Held More Than One Year (see instructions)

Ses instructions for how to figure the amoums to enter on the tah ™ Gain or oss)
lines below. (L] ol Adjustments Subtract colume (o}
Prooeeds Com io-gain or logs from | from cokamn jd} and
Thig fiorm may be easier 1o complate if you round off cants to {naks prical o other basis) | Formis) 8949, Fort I, | conin the resut
whinle dollars. fina 3. calumn igi with cokmen (g}

Ba Totals for all long-term transactions reported on Form
1098-B for which basis was reporied to the IRS and for
which you have no adjustments {see instructions).
However, if you choose to repon ail these transactions
on Form 8949, l=ave this line blank and go to bne Bo

Bb Totals for all transactons rEpﬂrlEln on Formis) 8949 with

Box D checked
8 Totals for all ransactons ripmm:l an Fomqa,\ 39119 vmh
Box E checked
10 Totals for all transactons rapmacl an Fomqa,\ 39-!9 wnh
Box F checked. . . £ S
11 Gain from Foom 4787, Psri L hng -tarm gain from Fomxa 2439 and E252; and long-term gain or {loss)
from Forms 4684, 6781, and 8624 . . . 11
12 Met long-term gain or (loss) from pmnemws Smrparslf-uﬂa. evsmea ancl 'uusts'rmn Sc:hedula{s]K 1 12
13 Capital gain distributions. See the Instrections . . . . . . = 13
14 Long-term capital boss carryover. Enter the amount, I .any from lne 13 of ynur Gapiral Lnas Uarrymer
Worksheet in the instructions. . . . 14 j
15 Nul. hm nup‘td gﬂn or {lmni ﬂumhlne Ilnesaaﬂ'mn@\ ‘Id in c:ulumn {h:l. Then go to Part III
back . 15
Fapmmnmmmnﬂ&:- n--,mrlnmlummln oo Mo TraEn Bchedue D fForm 1080 2020
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Schedule D — Part Il

Arch MI
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S Arch I MI

Schedubo O Form 1040 2020 Page 2
g:081)  Summary
16 Combinelines 7 and 15endentertheresult . . . . . . . . . . . . . . . . . 16
= |f line 16 I a gabn, enter the amount from line 16 on Form 1040, 1040-SA. or 1040-MR, line 7.
Than, go to line 17 below.
= |f lin2 16 s a loss, skip lines 17 thwough 20 below. Then, go 12 line 21. Also be sure to complsete
lirves 22,
= |f kne 16 = rero, skip lines 17 thwough 21 befow and enter -0- on Form 1040, 1040-5R, or
1040-NR, bing 7. Then, go to line 22.
17 Arelines 15 and 16 both gains?
[ Yes. Goto line 18.
[ Na. Skip lines 18 theough 21, and go to line 22,
18 W you are required to complete the 28% Rate Galn Workshest 15&3 nsl'ructlung] anter lhe
amount, if any, from ke T of that workshest . . . . e 1 18
18 Hymarereqwmlnmnmmthrmmmd&ulhnﬂ&uﬂﬁwmﬂmma .
Instractions). enter the amount, if any, from line 18 of that worksheat . . . . . 4 5 18
20 Arelines 18 and 19 both zero or blank and are you not filing Form 48527
|1 ¥es. Complete the Qualified Dividends and Capital Gain Tax Workshest in the instructions
for Forms 1040 and 1040-5R, line 16. Don't complete lines 21 and 22 balow.
Ul Mo. Complete the Schedule D Tax Werkehest in the inatructions. Den't compiete lines 21
and 22 below.
21 Hline 16 is & loss, enter here and on Form 1040, 1040-5R, or 1040-NA, line 7, the smaller of;
= The loss on line 16; or 21| )
= ($£3,000), or it married filing separately, {51,500 B i
Hete: When figuring which amount is amalier, treat both amounts as positive numbers.
22 Do you have gualfied divdends on Form 1040, 1040-5R, or 1040-MR, line 3a7
] ¥es. Complets the Qualifisd Dividends and Capital Gain Tax Workahest in the instructions
for Fosms 1040 and 1040-5R, line 16.
] No. Compdets the reat of Form 1040, 1040-5SA, or 1040-NA.
Schedubs D [Form H080) 2030

Master the Mystery
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Knowledge Check Four N¢ Arch | MI

Is the following True or False?

= |f the borrower has capital
gains on Schedule D, you
always include it in the
qualifying income.

Arch MI
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Check Your Understanding Four Z:frArCh \ MI

The answer is False.

= |f the borrower has capital
gains on Schedule D, you
do NOT always include it in
the qualifying income.

Arch MiI
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AMITRAC Scenario

N¢Arch | MI

2020/2021 Arch Ml Tax Return Analysis Calculator (AMITRAC)

Borrower(s) Mame:
Tamara P. Taxpayer

a" Arch MI

Loan Mumber:

A1B2C3

E:’;'rArch ‘ MI

academy

L) Bl g

Please Mote: DO NOT enter ANY numbers as negative (<), even ifthe indicated integer on the tax return is negative (-).
The calculator will automatically subtract when indicated; simply be sure to enter data on the correct Calculator Line.

Unless specified, enter ONLY recurring income and losses.,
Annual Trends are calculated by AVERAGING BOTH YEARS ifincome incroases ysing MOST RECENT YEAR ifincome decreasos.

Are you utilizing two years' tax returns?

click here for guidance

I= this a Freddis Mac loan with corporate (1120) returns? MO

% Capital Gains or Loss {Schedule D) 20149

38 |Capital Gains glick here for guidance| + + ¥

20 | Capital Losses Moo Su it Sivdadnast click here for guidance| - - %

20 Schedule D Totals 0.00 b 0.00
41 Total Capital Gains/Losses Annual Trend $0.00

Arch MI
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Schedule E

Rental Income
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Rental Income Example

Arch MI

o e

demy

SCHEDULE E
[Form 1040)

Departrmant of the Trezsury
\rtemal Aevonue Serace 28} |

Supplemental Income and Loss

[From rental real estate, royalifes, parinerships, S corporations, estates, trusis, REMICs, sic.)
¥ Attsch io Form 1040, 1040-SA, 1040-NR, or 1041,

for instructions and the ktest

S Arch I MI

OR8N, 1548-D074

2020

Shocarre bo. 13

G o . irs. gov/ S

Nameds) shown on retumn

¥our sookal security mumbser

Income or Loss From Rental Real Estate and Royalties  Note: If you ars in the business of renting personal propesty, use

Sehedule C. Ses matructions. I you & an indvidual, report Tamm renlal incoms o kaas fram Form 4835 an pagez lime 40,

A Did you make any payments in 2020 that would require you to file Formds) 10997 See instnuctions

_B i "¥es." did you or will you file required Formds} 10097 . . .
1a | Physical address of each property [street, city, state, ZIP eudaj
A_11 Main Street
B_|2 Beach Road
C |3 Mountain Avenue
ey | e e sl sl IS
use days. Check the OJV box anly,
A s ettt if you meet the requirsments to fileas a A 365
B 14 glalfied joint venture. Ses mstructions. B 365 ]
g 1 c 365 0
Type of Property:
1 Single Family Residenca 3 Vacation’Short-Term Rental § Land 7 Seif-Rental
2 Muki-Family Residence 4 Commercial & Royalties 8 Other (describe}
Incoma: | Properties: A B [+
3 Rents received 3 48,000 50,000 10,000
4 Royalties received 4
Expenses:
5 Advertising . . . 5
6  Autoand travel (ses msn'ummaj 6
7 Cleaning and mainienance . 7 4,000 3,800 1,200
8 Commissions. a8
8 Insurance . . e 8 1,000 1,000 500
10 Legal and other prnfesslmar lBas sam 10 1.000
11 Management fees . . . 11
12  Mortgags intarest paid to nam;. etc. :aaa nahuc.mnsa 12 12,000 11,000 3,000
13 Other interest. 13
14 Repairs. 14 3,000 2,500 500
15 Supplies . 15
16 Tawes . 16 7,500 7,000 1.000
17 Utilitiss. 17 8.000 8,000 2.000
18 Depreciation expense -rdeg:lsmn 18 13,000 16,000 4.000
19 Other fist) & 18
20 R id 20 29500 49,300 12.200
Subtract line 20 from line 3 (rents) and/or 4 [mya]hes; K
result is A (loss), see instructions to find owt i you must = =
P e oo iy 21 1,500 700 2,200
22  Deductible rental real estate Juas a.ﬂer Jlmn.abun. rf any,
on Form 8582 {see instructions) . 22 || -1,500 j -2,200
23a Total of all amounts reported on line 3 fuf an rentu] pmp-emee |23a | 108,000
b Total of all amounts reported on ine 4 for all royalty properties 23b
© Totsl of all amounts reported on ine 12 for all properties 23c 26,000
d Totsl of all amounts reported on ling 18 for all properties 23d 33.000
e Total of all amounts reported on fine 20 for all properties . . . 23e 111,000
24 Income. Add positive amounts shown on lins 21. Domtannkjdea.rwbsse:s inia - |24 ] 700
25 Losses. Add royafty losses from line 21 and rentsl real estate losses from line 22, Entartotallnssashn 25 |i ;,766 i
26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, 1ll, I, and line 40 on page 2 do not apply to you, alse enter this amount on
Scheduls 1 {Form 1040, line 5. Otherwise, include this amount in the total online 41 onpage 2 . | 26 3,000
For Paperwork Reduction Act Nolice, sse lhe separate instructions. Cat Mo, 113441 Sohedule E (Form 1040} 2020
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Rental Income Example

SCHEDULE E Supplemental Income and Loss OME No. 1548-0074
[Form 1040 (From rental real estate, royalties, parinerships, S corporations, estates, trusts, REMICs, sic) 2@20
Departrmant ot the Treasury # Attsch lo Form 1040, 1040-SR, 1040-NR, or 1041. i )

teral Bavarue Serdce 28 | B Gty 10 Wi o S for instructions and the katest Sequerce Ho. 13

Nameds) shown on retumn

¥our sookal security mumbser

Income or Loss From Rental Real Estate and Royalties  Note: If you ars in the business of renting personal propesty, use
Schedule C. Ses inatructions. I you ake an indvidual, report Farm rertal income o loss from Form 4835 on pagez lirs2 40.

A Did you make any payments in 2020 that would require you to file Formds) 10997 See instnuctions

Arch MI

o e

_B i "¥es." did you or will you file required Formds} 10097 . . .
1a | Physical address of each property [street, city, state, ZIP eudaj
A_11 Main Street
B_|2 Beach Road
€ |3 Mountain Avenue
ib T Fair Remtal Personal Use
TReaboay | 2 xachesette ey e, e ead aw
use days. Check the OJV box anly,
A s ettt if you meet the requirsments to fileas a A 365
B 14 glalfied joint venture. Ses mstructions. B 365 ]
g 1 c 365 5
Type of Property:
1 Single Family Residenca 3 Vacation’Short-Term Rental § Land 7 Seif-Rental
2 Muki-Family Residence 4 Commercial & Royalties 8 Other (describe}
Incoma: | Properties: A B [+
3 PRentsreceived . . . _ . . . . . . . 3 48,000 50,000 10,000
4 Royalties received 4
Expenses:
5 Advertising . . . 5
6  Autoand travel (ses msn'ummaj this 6
7 Cleaning and maintenance . . . . . . . . . 7 4,000 3,800 1,200
8 Commissions. - a8
8 Insurance . . EEE R 8 1,000 1,000 500
10 Legal and other prnfesslmar lBas W — 10 1.000
12,000 11,000 3,000
3,000 2,500 500
7,500 7,000 1.000
i sde A 8,000 8,000 2.000
18 Deprecutmmw\se-rdepbmn P 18 13,000 16,000 4.000
19 Other fist) & 18
20 Totsl expenses, Add ines 5 frough 18 - . . - 20 49,500 49,300 12.200
21  Subtract line 20 from line 3 {rents) and/or 4 [mya]hes; K
result is A (loss), see instructions to find owt i you must = =
P eyl oo iy 5 1,500 700 2,200
22  Deductible rental real estate Juas a.ﬂer Jlmn.abun. rf any,
on Form 8582 {see instructions) . . 22 -1,500 -2,200
23a Total of all amounts reported on line 3 fuf an rentu] pmp-emee |23a | 108,000
b Total of all amounts reported on ine 4 for all royalty properties 23b
© Totsl of all amounts reported on ine 12 for all properties 23c 26,000
d Totsl of all amounts reported on ling 18 for all properties 23d 33.000
e Total of all amounts reported on fine 20 for all properties . . . 23e 111,000
24 Income. Add positive amounts shown on line 21, Domtannkjdea.rwbsse:s e - |24 ]
25 Losses. Add royafty losses from line 21 and rentsl real estate losses from line 22, Entartotallnssashn 25 |i i
26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, 1ll, I, and line 40 on page 2 do not apply to you, alse enter this amount on
Scheduls 1 {Form 1040, line 5. Otherwise, include this amount in the total online 41 onpage 2 . | 26

demy

For Paperwork Reduction Act Nolice, sse the separate instructions.

Cat Mo, 113841

Sohedule E (Form 1040} 2020
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Rental Income Example

Arch MI

o e

demy

S Arch I MI

SCHEDULE E Supplemental Income and Loss OME No. 1548-0074
[Form 1040 (From rental real estate, royalties, parinerships, S corporations, estates, trusts, REMICs, sic) 2@20
Departrmant ot the Treasury # Attsch lo Form 1040, 1040-SR, 1040-NR, or 1041. i )

teral Bavarue Serdce 28 | B Gty 10 Wi o S for instructions and the katest Sequerce Ho. 13

Nameds) shown on retumn

¥our sookal security mumbser

Income or Loss From Rental Real Estate and Royalties  Note: If you ars in the business of renting personal propesty, use

Sehedule C. Ses matructions. I you & an indvidual, report Tamm renlal incoms o kaas fram Form 4835 an pagez lime 40,

A Did you make any payments in 2020 that would require you to file Formds) 10997 See instnuctions

_B i "¥es." did you or will you file required Formds} 10097 . . .
1a | Physical address of each property [street, city, state, ZIP eudaj
A_11 Main Street
B_|2 Beach Road
C |3 Mountain Avenue
ey | e e sl sl IS
use days. Check the OJV box anly,
Il e st oo | if you meet the requirsments to fileas a A 365
B 14 glalfied joint venture. Ses mstructions. B 365 ]
g 1 c 365 0
Type of Property:
1 Single Family Residenca 3 Vacation’Short-Term Rental § Land 7 Seif-Rental
2 Muki-Family Residence 4 Commercial & Royalties 8 Other (describe}
Incoma: | Properties: A B [+
3 Rents received yiis 3 48,000 50,000 10,000
4 Royalties received 4
Expenses:
5 Advertising . . . 5
6  Autoand travel (ses msn'ummaj 6
7 Cleaning and mainienance . 7 4,000 3,800 1,200
8 Commissions. 8
8 Insurance . . e 8 1,000 1,000 500
10 Legal and other prnfesslmar lBas sam 10 1.000
11 Management fees . . . 11
12  Mortgags intarest paid to nam;. etc. :aaa nahuc.mnsa 12 12,000 11,000 3,000
13 Other interest. 13
14 Repairs. 14 3,000 2,500 500
16 Taxas . 16 7 7,000 1.000
186 o coie wim o teid & 17 8 8,000 2.000
18  Depreciation expense or depistion 18 13.000 16,000 4.000
19 Other fist) & 18
20  Total expenses. Add lines 5 through 19 . 20 49,500 49,300 12.200
21  Subtract line 20 from line 3 {rents) and/or 4 [mya]hes; K
result is A (loss), see instructions to find owt i you must = =
P eyl oo iy 5 1,500 700 2,200
22  Deductible rental real estate Juas a.ﬂer Jlmn.abun. rf any,
on Form 8582 {see instructions) . . 22 -1,500 j -2,200
23a Total of all amounts reported on line 3 fuf an rentu] pmp-emee |23a | 108,000
b Total of all amounts reported on ine 4 for all royalty properties 23b
© Totsl of all amounts reported on ine 12 for all properties 23c 26,000
d Totsl of all amounts reported on ling 18 for all properties 23d 33.000
e Total of all amounts reported on fine 20 for all properties . . . 23e 111,000
24 Income. Add positive amounts shown on lins 21. Domtannkjdea.rwbsse:s inia - |24 ] 700
25 Losses. Add royafty losses from line 21 and rentsl real estate losses from line 22, Entartotallnssashn 25 |i ;,766 i
26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, 1ll, I, and line 40 on page 2 do not apply to you, alse enter this amount on
Scheduls 1 {Form 1040, line 5. Otherwise, include this amount in the total online 41 onpage 2 . | 26 3,000

For Paperwork Reduction Act Nolice, sse the separate instructions.

Cat Mo, 113841

Sohedule E (Form 1040} 2020
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Rental Income Example N¢ Arch | MI

SCHEDULE E Supplemental Income and Loss OME No. 1548-0074
[Form 1040§ (From rental real estate, royalifes, parinerships, S corporations, estates, trusis, REMICs, stc.) 2@20
Departrant af the Treasury ¥ Attzch io Form 1040, 1040-5R, 1040-NR, or 1044, mm‘—iﬂ

Inberral Fevenue Servce 85} G Lo wrew.irs. grov) S for instructions and the Etest Sequence Mo 13
Namefs| shown on retum Your socal security mumber
Income or Loss From Rental Real Estate and Royalties  Note: If you ars in the business of renting personal propesty, use

Schedule C. See inatructions. I you ake an indvidual, report Farm rental income o loss from Form 4835 on page 2, line 40.
A Did you make any payments in 2020 that would require you to file Formds] 10997 Sse instnuctions [T ¥es | No

_B If “Yes." did you or will you file required Formis) 10997 . . . 1 Yes [INo
18 | Physical address of each property (street, city, state, ZIP eudaj
A_11 Main Street
B_|2 Beach Road
C |3 Mountain Avenue
ey | e e sl sl IS
use days. Check the QJV boux ondy,
Il e st oo | if you meet the requirsments to fileas a A 365
B 14 glalfied joint venture. Ses mstructions. B 365 ]
g 1 c 365 0
Type of Property:
1 Single Family Residenca 3 Vacation’Short-Term Rental § Land 7 Seif-Rental
2 Muki-Family Residence 4 Commercial & Royalties 8 Other (describe}
Incoma: | Properties: A B [+
3 PRentsreceived . . . _ . . . . . . . 3 48,000 50,000 10,000
4 PRoyaltesreceived . . . . . . . . . . . 4
Expenses:
5  Advertising a e 5
6  Autoand travel (ses msn'ummaj 6
7 Cleaning and mainienance . 7 4,000 3,800 1,200
-3 o oot 2
8  Insurance . e e B ] -] 1,000 1.000 500
an ar o ional feas . . 10 1.000
11 Management fees . . . 11
12  Mortgags intarest paid to nam;. etc. :aaa nahuc.mnsa 12 12,000 11,000 3,000
13 Other interest. 13
14 Repairs. 14 3,000 2,500 500
15 Supplies . 15
16 Tawes . 16 7,500 7,000 1.000
it e 2000 8,000 2.000
18 Depreciation expense or depletion ;; 16,000 4.000
20  Total expenses. Add lines 5 through 19 . 20 49,500 49,300 12.200
21  Subtract line 20 from line 3 {rents) and/or 4 [mya]hes; K
result is A (loss), see instructions to find owt i you must = =
P eyl oo iy 5 1,500 700 2,200
22  Deductible rental real estate Juas a.ﬂer Jlmn.abun. rf any,
on Form 8582 {see instructions) . 22 || -1,500 j -2,200
23a Total of all amounts reported on line 3 fuf an rentu! pmp-emee B |23a | 108,000
b Total of all amounts reported on ine 4 for all royalty properties 23b
© Totsl of all amounts reported on ine 12 for all properties 23c 26,000
d Totsl of all amounts reported on ling 18 for all properties 23d 33.000
e Total of all amounts reported on fine 20 for all properties . . . 23e 111,000
24 Income. Add positive amounts shown on lins 21. Domtannkjdea.rwbsse:s inia - |24 ] 700
25 Losses. Add royafty losses from line 21 and rentsl real estate losses from line 22, Entartotallnssashn 25 |i ;,766 i
26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts I, 1ll, I, and line 40 on page 2 do not apply to you, alse enter this amount on
Schedule 1 {Form 1040, line 5. Otherwise, include this amount in the total online 41 onpage 2 . | 26 3,000

Arch MI
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Monthly Obligation N¢ Arch \ MI

The FULL amount of the housing obligation is
equivalent to a monthly amount.

Arch MI
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Monthly Obligation (Escrow) 25’;‘»Arch [ MI

T

Insurance”

* Add Homeowner Association (HOA) dues, if applicable.
Arch MI

$ academy Master the Mystery 75



Monthly Obligation — No Escrow L\K»Arch [ MI

Annual Annual Monthly Taxes
Taxes Insurance”™ & Insurance

Monthly Taxes Monthly Principal

& Insurance & Interest (P&l)

MONTHLY OBLIGATION

* Add Homeowner Association (HOA) dues, if applicable.
Arch MI
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Monthly Obligation — Free and Clear "" Arch \ MI

Annual + Annual Annual Taxes
Insurance” & Insurance

Taxes

Annual Taxes
& Insurance

MONTHLY OBLIGATION

* Add Homeowner Association (HOA) dues, if applicable.
Arch MI
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Review Objectives

We have now concluded the session, intended to

help you to:

= L[earn the Fundamentals of Tax Returns.
— When and Why Tax Returns are Needed.
— If Tax Returns are Complete.

= Understand Income Trending.
= |ntroduced to the AMITRAC.

= Analyze and become more familiar with...
— 1040 Pagel.
— 1040 Page 2.
— 1040 Schedule 1.
— Schedule B.
— Schedule D.
— Schedule E.

Arch MI
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< Arch | MI

«sﬁ_r—Eacebook com (Fac;boo :
~ Instagram (archmi_ us)
sei‘i";?imee(archmwus)
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