SMITH | OROPEZA | HAWKS

ATTORNEYS AT LAW

VIA HAND DELIVERY

April 19, 2016

Thaddeus Cohen, Director

City of Key West Planning Department
3140 Flagler Avenue

Key West, Florida 33040

RE: Review of Affordable Housing Denial Determination Pursuant to Section 122-1469(15):

Mr. Cohen,

This firm represents the interests of Lezlie L. Roark and James A. Roark with respect to the affordable
housing qualification denial issued by J. Manuel] Castillo, Sr. on March 4, 2016 (“Denial Letter”). A true
and correct copy of the Denial Letter is attached hereto and incorporated herein as Exhibit A. Pursuant to
City of Key West Code of Ordinances Section 122-1469 an applicant for eligibility for the real property
located at 24 Seaside South Court, Key West, Florida 33040, must not exceed the Median Income Level
of $93,200.00. Pursuant to the Roarks® 2015 Tax Return, the Net Income of the Roarks is $85,217.00 and
therefore request review by the City of Key West Planning Board pursuant to Section 122-1469 (15).

While the Housing Authority could not point to any specific regulation or requirement, despite several
requests, the Roarks were verbally informed that the Housing Authority based its denial on the fact that
Mrs. Roark is self employed and therefore receives IRS form 1099 for gross real estate commission as a
realtor which said gross income exceeds the allowable income limits. The Housing Authority failed to
recognize the lawful and permitted business expenses which accompany any self employed individual, as
set forth in Schedule C of the Roarks Tax Return. A true and correct copy of the tax return is attached
hereto and incorporated herein as Exhibit B.

The Housing Authority by failing to diferentiate between a W2 earning applicant and a self employed
earning applicant has excluded a large cross sector of the City of Key West Work force by penalizing the
self employed applicant by using Gross Proceeds, as opposed to Net Income for income qualification. To
name a few of the industries this calculation method discriminates, yet prevalent and vital to the Key
West workforce are realtors, self employed trades persons, commercial fishermen, charter fishermen, self
employed repair persons and sole proprietor professionals all of whom have to invest in their business to
generate income, which are allowable business expenses. For example, such expenses are capital
equipment, advertising, marketing and costs of goods to name a few. This calculation method is contrary
to the entrepreneurship foundation our country was founded on and the intent of the Work Force Housing
Ordinance which provides that “the intent of this division is to create affordable housing categories to
facilitate the development of housing designed and priced to meet the needs of people employed by the
local economy in a manner that reflects the percentage of the workforce at each income level and mixes
people of all incomes together and does not create high and low-income enclaves.” Section 122-1465.

The above referenced section is devoid of any requirement to review sole proprietors based on gross
income. In fact it is “designed and priced to meet the needs of people employed by the local economy in
a manner that reflects the percentage of the workforce at each income level and mixes people of
incomes together...” Section 122-1465. Logic would suggest that only taxable income, which the
applicant receives the actual benefit of is the measure of what ones actual income is. Pursuant to the
Internal Revenue Service, taxable income is “the gross income of an individual or corporation, less any
allowable tax deductions.” This very definition is the purpose and intent of Schedule C of the tax return.
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Furthermore, the IRS defines a sole proprietor as someone that “owns an unincorporated business” as set
forth in Exhibit C attached hereto and incorporated herein. Additionally, the United States Housing and
Urban Development administration provides guidance in mortgage underwriting on evaluating income.
As evidenced in Exhibit D attached hereto and incorporated herein, “Business Income and Loss” is
defined as “Sole proprietorship income calculated on Schedule C is business income.”

Effectively, the position of the Housing Authority has not only precluded a cross sector of the Key West
society from seeking the housing the intent of the ordinance was designed for, but it has created a
violation of federal fair housing laws, which prohibit setting different terms, conditions or privileges for
sale or rental. See 42 U.S.C. 3604. The Housing Authority has conferred upon a W2 employee a privilege
based on the way income is derived and calculated. Given the aforementioned reasons we would
respectfully request the Planning Board overturn the Denial Letter and grant to the Roarks the ability to

obtain affordable housing.

Sincerely,

M At W

Gregory S. Oropeza, Esq.
Enc.

CC:  City of Key West Attorney’s Office
Key West Housing Authority
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Housing Authority of the City of Key West, Florida

1400 Kennedy Drive, Key West, FL 33040
Phone: (305) 296-5621 Fax: (305) 296-0932

Executive Director
J. Manuel Castillo, Sr.

Board of Commissioners

Frank Toppino

Bob Dean

Juanita Mingo

John G. Parks, Jr.
Roosevelt Sands, Jr.

March 4, 2016

Lezlie L. and James A. Roark
3 Casa Roma Lane, #2
Key West, Florida 33040

RE: 24 Seaside South Court, Key West, Florida

Dear Lezlie and James;

The Housing Authority of the City of Key West, Florida has reviewed your eligibility application
for the above mentioned affordable housing unit. Pursuant to City of Key West Ordinance,
Section 122-1469, you do not qualify for the above mentioned affordable housing unit. This unit
is designated for Median household applicants. Your annual household income exceeds the

Median Income limit of $93,200.

Please be advised that pursuant to the City of Key West Ordinance No. 05-27, Section 122-1469
(15), the planning board may review a household’s income and unique circumstances to
determine eligibility and conformance with the intent of this ordinance to assure that people in
need are not excluded and people without need are not included.

If you should have any questions, please feel free to contact this office.

Best wishes with your homeownership endeavors in the future.

Sincerely,

“Manuel Castillo Sr.
xecutive Director
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U.S. Individual Income Tax R

g Department of the Treasury — Intarnal Revanue Service  (88) J
' 1 040 eturn 201 5 OMB No. 1545-0074 | IRS Use Only — Da not writa or staple in this space.
+20 Seo separate instructions.

For the yaar Jan. 1~Dec. 31, 2015, or other tax year beginning , 2015, snding

JAMES A

LEZLIE L ROARK

3 CASA ROMA LANE APT 2
KEY WEST FL 33040

ROARK

Your social security number

and

Spouse’s soclal security no.

A Make sure the SSN(s) above

on line &c are comrect.

Presidential Election Campaign
Check here if you, or your spouse if
filing jointly, want $3 to go to this fund.
Chetking a box below will not changa

!:f:n:x > n You D Spousa
b Single 4 Ll Head of household (with qualifying person). (Ses instructions.) it
Flling Status 2 Married filing jointly (even if only one had incoms) the qualifying person is a child but not your dependent, enter this
Check only one 3 Married filing separately. Enter spouse’s SSN above child’s name here, >
box. and full name here. » 5 [ ] Quatying widow{er) with dependent child
Exemptions 62  [X] Yoursef. If someone can claim you as a dependent, do not check box6a «............ s chueked 2
If more than four [ SPOUBE - -:» o ovcn = oo 3 oo s 99556 8 w808 5 5 5 8005 6 R & 506 5 8 W61 § § 5550 5 » ronmoe wcbre: » o sonmr o' = enmrer o = cor a No. of children
nertchack hore P[] ¢ Dependents: (2) Dependents [ (%) Dependanita T{4)v TP 'ived wih you 0
(1) First name Last name social security number ]ml’mu 1o | tying for child tax o did notiive
E;T.E’.’.‘i%m —0
8 tngt.)
Dependents on 6¢
not entered above 0
d_Total number of 8XeMpPHONE GIRIMBA - -« ot v nverentererieeneranerrsocronesnrossnesnness ::; above ')“
7  Wages, salaries, tips, etc. Attach Form(s) W-2
Income 7 25,197
8a Taxable Interest. Attach Schedule B If required - .. ............- v "> 22eoonsoooonns 8a
b Tax-exempt interest. Do notinclude online8a . . . ... .. ... | o | T
Attach Form{s) g mwdwdmdaMSchadmaurm-.EE. E C @P 7 9a
W-2 here. Also ; :
atiioh Fotoy b Qualified dividends .. ............... R . Eﬂ E
W-2G and 10 Taxable refunds, credits, or offsets of state and 10Gal INCOME TAXES - -+ v eovvvenrn.nn. ... 10
1089-R If tax I AMOMY PBOBIVEA - -« - o vt tinietiienintennnnnnnereneonusnorsssnonnsenssesanss 11
was withheld. 12 Businsss income or (loss). ABCh Schadule Car CoBZ . ...« vrvereerennrnnanserasnns 12 60, 020
13 Capital gain or (loss). Atiach Schedule D i required. If not required, checkhers b [ | [ 13 -3,000
14  Other gains or (loBses). ARRCN FOMI 4787 - .o vvvnrr v e e e eenneeennseinneenss 14
If you did not 1Sa IRA distributions ...... 158 b Taxable amount ......... 15b
getaw-2, 16a Penslons and annuities | 16a b Taxable amount ......... 16h
866 INSITUCHONE. 17 Rental real estats, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E ... | 17
18  Farmincome or (1088). ABCh SCHEAUIB F ..o vvevreeenserrerenesrenasnnnsennn, 18
19 Unemployment COMPENSAON .. .c..vvuvireiiee vt eaierernssrnnroennarennenns 19
20a Social security benefits Iml leaxanaamount --------- 20b
21  Other income. List type and amount 21 .
22 Combine the amts. in the far right colurnn for lines 7 through 21. This is your total income P 22 82,217
Adjusted 23 EdUCAIOr 8XPBNSES « = oo o nvverniancncrsnrsnrnnean. 23
Gross s Smaras ol resarvists partoralng wrtists, and 24
income 25 Health savings account deduction. Attach Form 8889 .... | 25
26 Moving expenses. Attach Form3803 .......... G 26 :
27  Doductible part of seli-amployment tax. Attach Schedula SE . . . . . . 27 4,240/
28  Self-employed SEP, SIMPLE, and qualified plans - ...... 28
28 Setf-employed heaith insurance deduction ............. 29 8,424
30 Penalty on early withdrawal of savings ... ............. 30
31a Alimonypaid b Recipient's SSN P 3a
32 IRADBAUGHON -« v cvvivernreinnnconrennnnsosnns 32
33 Swdentioaninterastdeduction .......vcvviinanan.. a3
34  Tuition and fees. Attach Form8817 .................. 34
35 Domestic production activities ded. Attach Form8803 .... | 35
86 AddIiNGSZBHOUGNSEE «..evvvverereeiereieeeeieirersosesssssssessssssiiins 36 12,664
87 Subtract fine 36 from line 22. This is your adjusted gross income - ................. > | &7 69,553
For Disclosure, Privacy Act, and Paparwork Reduction Act Notice, see separate insiructions. Form 1W(?015)

FDA 16 10401 BWF 1040 Form Software Copyright 1686 - 2018 HRB Tax Group, Inc.



Page 2

Form 1040 (2015) ro2RK I
38  Amount from line 37 (adjusted GrosSS INCOMEB) « « « -« v e crevrriierreeeneeseererorerarcann 38 69,553
;:: dai:;d 3%a Check‘li You were born before January 2, 1951, H Blind. } Total boxes
if: Spouse was born before January 2, 1951, Blind. checked P 39a
If your spouse iternizes on a separate return or you were a dual-status alien, check here P 38b l_
Itemized deductions (from Schedule A) or your standard deduction (see left margin) .- .. ... 40 12,600
Subtract liNe 40 oM IINE 3B - .. . oottt e e 41 56,953
Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otharwise, see instructions 42 8 P O 0 O
Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter -0~ . ...... 43 48,953
Tax (ses instructions). Check if any from: a D Form(s) 8814 bD Form 4972 ¢ D 44 6,424
Alternative minimum tax (see instructions). ARECh FOrm 8251 -« . vvvvvnrertnennennnn.. 45
Excess advance premium tax credit repayment. Attach FOrm 8962 - . ... oo cvvvvrvvvunnnn.. 45 3,252
Singlgar Addlines 44, 45 BNA 4B - . - . . vt e e e e, > | 47 9,676
Married filing Foreign tax credit. Attach Form 1116 #f required . .. .. ........ 48
sep%rgtely, Credit for child & dependent care expenses. Attach Form 2441 | 49
Education credits from Form 8863,line 19 - ................ 50
Retirement savings contributions credit. Attach Formessp .... | 51
Child tax credit. Attach Schedule 8812, if required . . . . . ikl 5 ol 52
Residential energy credit. Attach Form5695 ............... 53
Other credits from Form: @ D 3800 bD 8801 ¢ D 54
Add lines 48 through 54. These are your total credfts - . . .. .......ovvvnvnennnonn.oo... 55
Subtract fine 55 from line 47. If line 55 is more than line 47, enter -0- . . ................., » | 58 9,676
57  Self-employment tax, Attach Schedule SE . ... ... ovviivnerainarnnr e ciernernras 57 8,480
Other 58  Unreported social security and Medicare tax from Form: a D 4137 bD 8919.......... 58
Taxes 59  Additional tax on IRAs, other qualified retirement plans, etc. Attach Form 5328 if required ...... 59
608 Household employment taxes from Schedule H -« .. v v v omeer et e 60a
b First-time homebuyer credit repayment, Attach Form 5405 if required ........... .. 0000 60b
61 Heallh care: individual responsibility (see instructions)  Full-year coverage DJ-............ 61
62 Taxesfrom: a D Form 8959 bD Form8960 ¢ D Instructions; enter code(s) 62
63 Add lines 56 through 62. This is your total tax"™.j. . LEET.. 5 " 68 18,156
Payments 64 Federal income tax withheld from Forms W-2 ing1Gag.
2015 estimated tax payments & amt. applied from 2014 return 65
Earned income credit {BICY - < v vv i iiiiiinns anes vnns s ns 66a
Nontaxabls combat pay election - . l 66b ,
Additional child tax credit. Attach Schedule 8812 . ........... 67
American opportunity credit from Form 8863, line 8 .......... 68
Net premium tax credit. Attach Form 8962 ........ ORI Y. 69
70  Amount paid with request for extensiontofile .............. 70
71 Excess social security and tier 1 RRTA tax withheld . .. ....... | 71
72 Credit for federal tax on fuels. Attach Form 4136 . ........... 72
73 Credits from Form:8 D 2439 b Reserved ¢ D 8885 dD 73
74__ Add lines B4, 65, 66a, and 67 through 73. These are your totalpayments................ > | 74 8,912
Refund 75  Ifline 74 is more than line 63, subtract line 63 from line 74. This is the amount you overpald 75
Direct 76a Amount of line 75 you want refunded to you. If Form 8888 is attached, check here .. ... > 76a
deposit? P> b Routing no. | » ¢ Type: r] Checking rl Savings
Ses » d Account no.
Gt Amt. of line 75 you want_applied to your 2016 estimated tax b | 77 |
Amount 78  Amount you owe. Subtract line 74 from line 63. For details on how to pay, see instructions > | 78 9,335

You Owe 79

Estimated tax penalty (see instructions) « +» -+« vvoverna... J 79 I 91

Third Party Do you want to aliow another person to discuss this return with the IRS (see instructions)? M Yes. Complete below. No
rame°»H AND R BLOCK feene > 305-294-0085 Pespmaliggtificaton  p 18768 |

Designee  name

eturn and accompanying schedules and statements, and to the best of my knowledge and beliel,

s' Under penalties of perjury, | declare that | have examined thisr A A i

gn they are true, correct, and complete. Declaration of preparer {other than taxpayer) is based on all Information of which preparer has any knowledge.
Here R Your signature rDme Your occupation Daytime phone number
é%%"??m‘?&?&ons.} SELF EMPLOYED |
foKerey% Srmpy Spouse's signature. if a joint return, both mustsign. | Date Spouse's occupation gr:'}e IRS sent you an Identity
records. CUSTOMER SVC ore fovenst.
Paid Print/Type preparer's name wya e / %/ Date Check Ll it [PTIN
Preparer JANET KUYKENDAL C/r 1« 03-02-2016] seli~employed P00 763436
Use Only _Frmsname» H AND R BLOCK ‘ Fim'sEIN» 453919765

Firm's address® 1213 TRUMAN AVE Phone no.

KEY WEST FL 33040

305-294-0085

www.irs.gov/{orm1040

FDA 15 10402 BWF 1040 Form Software Copyright 1996 - 2016 HRB Tax Group, Inc.
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#1

OMB No. 1545-0074

SCHEDULE C Profit or Loss From Business

(Form 1040) (Sole Propristorship) 2015
Department of the Traasury | P Information about Schedule C and Its separate instructions Is at www.irs.gov/schedulec. Attachment

Intarnal Revenue Service (89) | B Attach to Form 1040, 1040NR, or 1041; erships generally must flle Form 1066. Sequence No. 09

Name of proprietor

LEZLIE I. ROARK

A

REALTOR

c

Principal business or profession, including product or service (sea instructions)

Social security number (SSN)

B Enter code from instructions |
» 531210

Business name. If no separate business name, leave blank.

D Employer ID no. (EIN), (see instr)

, town or post office, state, and ZIP code KEY WEST FL 33040
F  Accounting method: () Elcash  (2) | | Acorual  (3) || Other (specity) »

Business address (including suite orroomno.) »3 CASA ROMA LANE APT 2

G Did you “matarially participate” in the operation of this business during 20157 If “No,” see instructions for limit onlosses  ..... ] Yes LI No
H If you started or acquired this business during 2015, ChetKk Rere <« .. ecvnvrninenenerennentreesneroasnsenens LN
| Did you make any payments in 2015 that would require you to file Form{s) 10997 (see INStrucions) - .................... Yes [X| No
J 1 “Yes,” did you or will you fle roquired FOMMS 10897 - -« v vnern e nneeneiesnennensnseserarnse s o, Yes | |No
Income
1 Gross receipts or sales. See instructions for line 1 and check the box if this income was reported {0 you on
Form W-2 and the “Statutory employee® box on that form was checked SEE - ATTACHMENT b EI 1 89,658
2 FOtUnS BN BIOWRNGEE - - < -t on ittt ae et e st e et e e e e n et aarerannn, 2 0
3 Subtractline ZfrOMUNE T .. civiireteiii ittt iet e tae e et ienearstronrreenaenennes 3 89, 658
4 Costofgoods old (from BN d2) .. ..v.crt ittt ittt e et et ien s eenernn e ereennns 4
§ Gross profit. Subtract iN@ 4 froMINB B .« ... vivunieriiierinn i iiniiireieressanrnrannens, B 89,658
6 Other incoms, including federal and state gasoline or fuel tax credit or refund (see instructions) ......... 8
7 Groas income. Add lines5ands ..... A P17 89, 658
Expenses. Enter expensss for business use of your home only on line 30,
8 Advertising ........000.. 8 10,545| 18 Office expense (see instructions) | 18 3,666
8 Car and truck expenses 19
(see instructions) .......... 9 8, e
10 Commissions andfees ..... 10 A . it
11 Contract labor (ses instructions) | 11 b Other business property ..... 20b
12 Depletion .......co00vveens 12 21 Repalrs and maintenance .... | 21 109
13 Depreciation and section 179 22 Supplies (ot inciuded In Partin. - . | 22 692
expense deduction (not 23 Texesandlicenses --........ 23
included in Part I1l) (ses instr.) | 13 24 Travel, mesls, and entertainment: |
14  Employee benefit programs aTravel - - coviiieenvinen. 24a
(otherthanonline 19) ....... 14 b Deductible meals and
16  Insurance (other than health) 16 entertainment (ses instructions) | 24b 2,300
16  Interest: = 25 UtHies -.ococvevnernrnnan >
a Mortgage (paid to banks, etc.) 16a 26 Wages (less employment credits). - - | 26
bOther .......ovvvvinennrans 16b 1!170 27a Other expenses (from ling 48) .. | 27a 617
17 Legal and professional services | 17 1,914] b Reserved forfuture use - .... 27b
28 Total expenses before expenses for business use of home. Add lines 8 through 272 +..«oveev. ... > |28 29,638
20 Tentative profit or (loss). SUbract ne 2B froM BNB 7 -+ .t vvririviiiinnieresouesnsannnnacsnnnnnnn 29 60,020
30 Expenses for business use of your homs. Do not report these expenses elsewhere. Attach Form 8829
uniess using the simplified method (see instructions).
Simplified method fllers only: enter the total square footage of: (a) your home:
and (b) the part of your home used for business: . Usa the Simpiified
Method Waorksheet in the instructions to figure the amount to enter onfin@ 30 <« «rerereseroneineass 30 0
31 Net profit or (loss). Subtract line 30 from line 29.
® If 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 60,020
@ If aloss, you must go to line 32.
82 i you have a loss, check the box that describes your Investmant in this activity (see instructions).

® If you checked 32a, enter the loss on both Form 1040, line 12, (or Form 1040NR, fine 13 ) 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.

® [f you checked 32b, you must attach Form 6188. Your loss may be limited.

32a | | All investment is at risk,
32b | | Some investment is not
at risk.

For Paperwork Reduction Act Notice, see the separate instructions,
FDA %5 C1 BWF 1040 Form Software Copyright 1886 - 2016 HRB Tax Group, Inc.
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#1
Schedule C (Form 1040) 2015 ROARK _

Page 2

Cost of Goods Sold (sse Instructions)

Method(s) used to

value closing inventory: [ ] Cost b [] Lower of cost or market o [] other (attach explanation)
Was there any change in determining quantities, costs, or valuations betwesn opening and closing Inventory?
H“Yes," AItACh @XPIANAION « < . . .ottt e vvrusna s eeeesenteeten e s e e s e s et e e e e n e ianeeeeerennns [Jves [J no
35  Inventory at beginning of vear. If different from last year's closing inventory, attach explanation ........ 35
38 Purchases loss cost of items withdrawn for personBI USE -« <+ v vvverrenerenneneness ¢ o R AR 36
37  Costof labor. Do not include any amounts Paid 10 YOUrSel « ... ... o.neemeenneeernsnesennnnn, 37
38 Materials and SUPPlIBE - -« ot oottt e e e e e e 38
39 Othercosts - -« --covvevvunnnnn VG4 wmenin @ wsee b widpcalE et B TR R R R R S e R S P T eme s e a9
40 Addiines 35 INIOUGN B8 « - -« ettt ittt i it e e e e e e ar ey araas 40
A1 INVENtOrY & ONd Of PBEF <« < ot vttt ittt e e e e e e e e e 41
42 _ Cost of goods sold. Subtract line 41 from line 40. Enter the result here and onling 4 -« ............. 42

Information on Your Vehicle. Complete this part only if you are claiming car or truck expensss on line 9 and
are not required to file Form 4562 for this business. See the instrugtions 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) » 01-01-2009

44  Of the total number of miles you drove your vehicle during 2018, enter the number of mifes you uged your vehicle for:

a Business 15,0000 mming(mQuENT COPOX

45  Was your vehicle available for personal use during Off—GULY ROUM? « - - « - . v vt vrnnneeenrnnnerennnnsesenns, i Yes [Iwo

46 Do you (or your spouse) have another vehicie avallable for personal USE? - - -+« v v vreerererrererrnns e 1 Yes D Mo

47a Do you have evidence 10 SUPPOR YOUr GBAUGHONT « - - « -+« e teusrtenerarasnessesensnsneensnssoeneeensas b Yes D No
D 1 “YE5," 18 The @VILBN0E WIHIBNT: -+« « v v v et e enne s e e es s s s essnsennsenetaes e, j Yes [Ine

Other Expenses. List below business expenses not included on fines 8-26 or line 30.

PARKING & TOLLS 557

DONATIONS 60

48 Total other expenses. Entar here and onliNg 278 « < -« = creevererereerennonneeross K aials v s e | 48 617

FDA 15 G2  BWF1040  Form Software Copyright 1998~ 2016 HRB Tax Group, Inc. Schedule C (Form 1040) 2015



SCHEDULE D Capita| Gains and Losses OMB No. 1545-0074
(Form 1040) P Attach to Form 1040 or Form 1040NR. 2015
Department of the Treasury P Information about Schedule D and Its separate instructions is at www.lrs.gov/scheduled.| Atachment

Internal Revenue Service (89) P Use Form 8348 to list your transactions for lines 1b, 2, 3, 8b, 8, and 10, Sequence No. 12

Name(s) shown on return Your soclal security number
LEZLIE L. AND JAMES A ROARK

Short-Term Capital Gains and Losses — Assets Held One Year or Less
I he
o i nes betow, 0" 70472 " amounts o nter - o sanirts | suomastssonnnn

Proceeds Cost
This form may be essier to complete if you round off sales price other 10 galn or lass from column (d)and combine
cents to wm.lye ( el (or - "‘.’&'2‘3! 22:.’.;% . tha result with column (g)

1a  Totals for all short-term transactions raported on Form
1088-B for which basis was reportad to the IRS and for
which you hava no adjustments (see instructions), Howsver,
it you choose to report all these transactions on Form 8849,
lsave this line blankandgotoline1h. . . . ... .........

1b  Totals for all transactions reported on Form(s) 8848
withBoxAchecked- . - .........covvvvnrnnn.

2 Totals for all transactions reported on Form{s) 8949
with Box Behecked. .. .......covvivvnnnnnn,

3 Totals for all transactions reported on Form(s) 8948

4  Short-term gain from Form 8252 and short-tenm gain or (oss) from Forms 4684, 6761, and 8824 - - . .. ...c...... 4
&  Net short-term gain or {loss) from partnerships, S corporations, estates, and trusts from
T T Y TR e 5
6  Short~term capital loss carryover. Enter the amount, f any, from line 8 of your Capital Loss Carryover
WOrKShEot In1he INBILIGHONS . . . .+t ettt nntnnaeee et et e eren e e sssereaeeres e e sanneenss 6 |( 10,248)
7 Net shori-term capital gain or (loss). Combins lines 1a through 6 In column {h). If you have any
_long-term capital gains or losses, go to Part Il below. Otherwise, gomPanlllonpagea 7 (10,248)

Long~Term Capital Gains and Losses

See instructions for how to figure the amounts 1o enter T ) T Galin or (loss|
on the lines below. % @ ‘ Adjustments sﬂm columa (u) frn)m

Thia form mey bo easler to complets if you round off (s':‘;';, price) (or mmasls) o sosapmn, | column(dand combina

cents to who liun 2. column (a) the result with column (g)
8a Totals for all long-term transactions reported on Form i L
1088-B for which basls was reported te the IRS and for
which you have no adjustments (sse Instructions). However,
if you choose to report all these transactions on Form 8946,
Isave this ling blank and go toline@8b « <<+ - cevvancarn
8b  Totals for all transactions reported on Farm{s) 8349
with BoxDchecked. - - - ccvvvevririnrnnneans

9 Totals for all transactions reported on Form{s) 8949

10 Totals for all transactions reported on Form(s) 8949

with Box Fchecked. .. -« v vevevevcvinrcnnnn
11  Gain from Form 4797, Part |; long-tarm gain from Forms 2438 and 6252; and long-term gain or (loss)

Trom FOrmS 48B4, 6787, N BB24 .+« - o« e et v vuvetanetaneassnonasasaasseoesnssseesasansonsossssnns

1

12 Net long-term gain or (loss) irom partnerships, S corporations, estates, and trusts from Schedule(s) K=1 ......... 12

13 Capital gain distributions. See the INBUCHONS - - <« c ot it ter e e eeennneeeensnssranancessosonerasssnnns 13

14 Long-term capital loss carryover. Emertheamount if any, from line 13 of your Capital Loss Carryover
Worksheet in the IMSIUCHOME « « « « ot v tvietaiiittetntaeeauneseresnsnseesececeesonneseensnsasssnsss 14 |{ 4]}50 y 297 )
15  Net long-term capital galn or (loss). Combine lines 8a through 14 in column (h). Then go to Part Il on
DBOIB B «x - wixis wimis o sers o win § 81050 6 5 %55 § 65§ SRR § § ER S R0 8 wuee s n eiaee s siate s e s o e s Wi 8 B4 8 aiee @ R B 15 (150,297)
For Paperwork Reduction Act Notice, see your tax retumn Instructions. Schedule D (Form 1040) 2015
FDA s M BWF 1040 Form Software Copyright 1986 - 2016 HRB Tax Group, Inc.




Schedule D (Form 1040) 2015 ROARK _

Page 2

Summary

16

17

18

19

Combinefines 7 and 15 and enter the 1eBUR . . . . ... v et ie e se e e s e e renanereesnoseseesnns

o Itline 16 is a galn, entor the amount from line 16 on Form 1040, line 13, or Form 1040NR, line 14.

Then go to line 17 below.
® [iline 16 is a loss, skip fines 17 through 20 below. Then go to line 21. Also be sure to complste

line 22.
@ Ifline 16 is 2ero, skip lines 17 through 21 below and enter -0~ on Form 1040, line 13, or Form 1040NR,

fine 14, Then go to line 22,
Are ines 15 and 16 both gains?
Yes. Go to line 18.
No. Skip lines 18 through 21, and go to lina 22.
Enter the amount, if any, from fine 7 of the 28% Rate Galn Worksheet In the Instruclions . . ... ..........

Enter the amount, if any, from line 18 of the Unrecaptured Section 1250 Galn Workshest in the
14T

Are lines 18 and 19 both zero or blank?
Dvn. Complete the Qualified Dividends and Capital Galn Tax Worksheet in the instructions

for Form 1040, fine 44 (or in the instructions for Form 1040NR, line 42). Do not complete lines
21 and 22 below.

D No. Complete the Scheduls D Tax Worksheet in the instructions, Do not complete fines 21
and 22 below.

it line 16 is a loss, enter here and on Form 1040, line 13, ol

® The loss on line 16 or
® ($3,000), or if marvied filing separately, ($1,500)

Note. When figuring which amount is smaller, treat both amounts as positive numbers.
Do you have qualified dividends on Form 1040, line 9b, or Form 1040NR, line 10b?

D Yes. Complete the Qualified Dividends and Capital Galn Tax Worksheet In the instructions
for Form 1040, line 44 (or in the instructions for Form 1040NR, line 42).

No. Camplets the rest of Form 1040 or Form 1040NR.

> |18

> |19

.o |8 (160,545)

2K 3,000)

FDA

15 D2 BWF 1040 Form Software Copyright 1986 - 2018 HAB Tax Group, Inc.
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SCHEDULE SE Self-Employment Tax OMB No. 1545-0074
{Form 1040) 2015
Dopartmant of the Treasury P Information about Schedule SE & lts separate instructions Is at www.irs.gov/schedulese. Attachment

Internal Revenue Service (89) P Attach to Form 1040 or Form 1040NR. Sequence No. 17

Name of person with self-employment incoms (as shown on Form1040 or Farm uuonml Sogclal security number of person
LEZLIE 1L ROARK with self-employment income P

Before you begin: To determine If you must file Schedule SE, see the instructions.

May | Use Short Schedule SE or Must 1 Use Long Schedule SE?
Note. Use this flowchart only if you must file Schedule SE. If unsure, see Who Must File Schedule SE in the instructions.

Did you receive wages or tips in 20157
No r_ Yes

Are you a minister, member of a religlous order, or

Christian Science practitioner wha recsivad |RS Was the total of your wages and tips subject to social Yas
approval not to be taxed on earnings from these Yo ,, security o rafiroad retirement (fier 1) tax plus your net |——
souminga ,b"t you owe saif-employment tax on other earnings from self-employment more than $118,500?

F F

88 Did you receive tips subject to social security or Yes
Ars you using one of the optional methods to figure A{ —Pp
your net eamings (see instructions)? — Medicare tax that you did not report to your employer?

No
I :
No | Did you report any wages on Form 8918, Uncollected 5

Did you receive church employee income (see inst.) | Yes 4
reportad on Form W-2 of $108.28 or more? —> Sociel Security and Madicare Tax on Wages?

L ¥
| You may use Short Schedule SE below | ]
Section A — Short Schedule SE. Caution. Read above to see if you can use Short Schedule SE.
1a  Net farm profit or {foss) from Schedule F, line 34, and farm partnerships, Schedule K-1 {Form 10865),

T T T ia
b If you received soclal security retirement or disability benefits, enter the amount of Conservation Reserve
Program payments included on Schedule F, line 4b, or listed on Schedule K-1 (Form 1085), box 20, code Z 1b |( )
2 Netprofit or (loss) from Schedule C, fine 31; Schedule C-EZ, line 3; Schedule K-1 (Form 1085), box 14,
code A (other than farming); and Schedule K~1 (Form 1085-B), box 9, code J1. Ministers and members
of retigious orders, see instructions for types of income to report on this line, See instructions for other
INCOMBIAOTBPON i i & s 4 wise miasmin = mimsn w2 oigss. 3 s 8 S50 5 HISC8 § ¥ 906 § B6060 6 5 65606 5 500§ 5 580m & omme. o mavoe o siiidiath 2 60,020
3 Combinelines 18, 1D, NE 2 . . ..o viinttenetennennssineenanesnseeneesneessseeenneeennennis 3 60,020
4  Multiply line 3 by 92.35% (.9235). If less than $400, you do not owe seli~employmant tax; do not file this
schedule unless you have an amountonNBNE TB ... .o.oueuinnve e vt reernrnrienraenenansnenennes | 4 55,428
Note. If line 4 is less than $400 due to Conservation Reserve Program payments oh line 1b,
see instructions.
§ Self-employmant tax. if the amount on line 4 is;
® §118,500 or less, multiply line 4 by 15.3% (.153). Enter the result here and on Form 1040, line 57,
or Form 1040NR, line 656
® More than $118,500, multiply line 4 by 2.9% (.028). Then, add $14,684 fo the result. Enter
the total here and on Form 1040, line 57, or Form 1040NR, e 55. . . .« . ..o viveenrnienereinninenn 5 8,480
6  Deduction for one-half of self-employment tax. :
Mutltiply line 5 by 50% (.50). Enter the result here and on Form , , D
Form 1040, line 27, or Form 1040NR, @ 27 « -+« o« coureunnnennnans 6 4,240 " - el
For Paperwork Reduction Act Notice, see your tax return Instructions. Schedule SE (Form 1040) 2015

FDA 15 SE1 BWF 1040 Form Software Copyright 1996 - 2018 HRB Tax Group, Inc.



. OMB No. 1545-0074
Form 8962 Premium Tax Credit (PTC) 2015
Oepartment of the Treasur > Attach to Form 1040, 10404, or 1040NR. Mtachine
e of the Traasury | b Information about Form 8862 and its separate Instructions is at www.irs.gov/lorm8gs2. Sequence No. 73
Namsa shown on your return

LEZLIE L. AND JAMES A ROARK

| Your social security number

You cannot claim the PTCif your filing status is marriad filing separately unless you are aligible for an exceptian (sae instructions), i you qualify, chack the box.

Annual and Monthly Contribution Amount

1 Taxfamilysize.EnterthenumbetofexempﬁonsfmmFonn1o400rForrn1o40A.m.sd,orFonn1040NH.ln.7d 1 g
2a Modified AGI. Enter your modified b Enter the total of your dependents’ modified
AGI (see instructions). . . . ....... 2a 69,553 AGI (588 INStructions). « « « « cvvvvreaniaaan )
3 Household income. Addthe amoURtS ON MBS 2R ANA 2B <.« oo vrounnneonnnnsnanensnsnnnnssneenenns 3 69,553
4 Federal poverly line. Enter the faderal poverty line amount from Table 1-1, 1-2, or 1-3 (see instructions). Check
the appropriate box for the federal poverty tabte used. a[ ] Alaska b[ ] Hawaii [ Other 48 states and DG | 4 15,730
5 Household income as a percentage of federal poverty line (896 INSIUCHONE) « «+ v« c-errreerrnrnrnnenssns s 401 %
6 Did you enter 401% on line 57 (See instructions if you entered less than 100%.) o :
I No. Continue to line 7.
» {] Yes. You are not eligible to recelve PTC. If advance payment of the PTC was made, see the instructions for
how o report your excess advance PTC repayment amount
7 Applicable Figure. Using your line 5 percentage, locate your “applicable figure” on the table in the instructions 7
8a Annual contribution amount. Multiply , , b Monthly contribution amount. Divide fine 8a
fine3byline7.................. 8a by 12. Round to whole dollar amount ... . . . 8b
Premium Tax Credit Claim and Reconclliation of Advance Payment of Premium ) Tax Credit
9 Are you allocating policy amounts with another taxpayer or do you want o use the allernative caloutation for yaar of ma marriage (see instr.)?
D Yes. Skip to Part IV, Shared Policy Allocafion, or Part V, Alternative Calculation for Year of Marriage. No. Continue to line 10,
10 See the instructions to determine if you can use fine 11 or must complete lines 12 through 23.
Vel. Continue to Iine 11. Compute your annual PTC. Then skip lines 12-23 D No. Continue to lines 12-23. Compute
and continue to line 24. your monthly PTC and continue to line 24.
k') Annusl enrollment (h) Anual gpplicahla | (€) Amuel [ () Annusl sximinn [ (@) Annual premium {0 Annual advance
Annual pmm(m‘s) Ms)p{!fﬂ hytiongmonat ol - m g o, e st of PTC
Caloulation | 1oos-Atne3st) | "ino'sam) st aeteg-t (w or ) ompial5ey ™
11 Annual Totals - 3,252
oy (FRRE | R m%,":;:, ek gl T R T
Calculation wum'n) -32' (’) Wmﬂin B) mmmy ﬂlntrlhuﬂlm) m lll’h“- m)r (smdbr Of (l) Ol' (d» 21—32. eolumn C)
12 January
13 February
14 March
15  April
16 May
17 June
18 July
19 August
20 September
21 October
22 November
23 December
24 Total premiumn tax credit. Enter the amount from In, 11(e) or add Ins, 12(e) through 23(e) and enter the total here | 24
25 Advance payment cf PTC. Enter the amount from In. 11(f) or add Ins. 12{f) through 23(f) and enter the total here | 25 3,252
26 Netpramium tax cradit. If line 24 Is greater than line 25, subtract line 25 from ling 24. Enter the difference hare and on Form 1040,
line 89; Form 1040A, line 45; or Form 1040NR, lina 88. If you elected the alternative calculation for mnmaga enter zero. if line 24
equals line 25, enter zero. Stop here, i line 25 Is greater than ling 24, leave this line blank and continuetoling27 <+« «vcvoecoasis 26
Repayment of Excess Advance Payment of the Premium Tax Credit
27 Excess advance payment of PTC. If line 25 is greater than line 24, subtract line 24 from lina 25. Enter the differance here ......... 27 3 7 252
28 Repayment imitation (586 iNSAUGHONS) « - ¢ v+t vt vttt itieverererenss L I T O T 28
29 PExcess advance premium tax credit repayment. Enter the smaller of fine 27 or line 28 here and on Form 1040,
line 46; Form 1040A, ine 29; or Form 1040NB, BNB 44 - .« .o ivvinvn v e e e e e e e, 20

For Paperwork Reduction Act Notice, see your tax return Instructions.

FDA 15 88621

BWF 1040U

Form Software Copyright 1996 - 2018 HRB Tax Group, Inc.

3,252
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IRS e-file Signature Authorization —

Form 8879 P Do not send to the IRS.This is not a tax return.
Duparimest o the sy » Keep this form for your records. 2015
Internal Revanue Servica » Information about Form 8879 and Its instructions is at www.irs.gov/formBs7s.

Submission Identification Number (SID) }

Taxpayer's name Social security number
LEZLIE L ROARK ﬂ

Spouse’s name Spouse’s social security number
JAMES A ROARK

Tax Return Information — Tax Year Ending December 31, 2015 (Whole Dollars Only
1 Adjusted gross income (Form 1040, line 38; Form 1040A, line 22; Form 1040EZ, ling 4) . . . . . NI I T 1 69,553
2 Total tax (Form 104D, line 63; Form 1040A, line 38; Form 1040EZ, lIN@ 12) - -« - xcucervnernrnmrneannannsns 2 18,156
3 Federal income tax withheld (Form 1040, line 64; Form 1040A, line 40; Form 1040EZ, ine7) - -« -+ -«vvenrrrenn. 3 1,412
4 Refund (Form 1040, line 76a; Form 10404, line 48a; Form 1040E2, line 13a; Form 1040-5S, Part l, line 13a) ..... 4
5 _Amount you owe (Form 1040, line 78; Form 10404, line 50; Form 1040EZ, ne 14) -+ - -« o vvvnvetinnncnn, 5 9,335

Taxpayer Declaration and Signature Authorization (Be sure you get and keep a copy of your return)

Under penalties of perjury, | declare that | have examined a copy of my elecironic individual income tax return and accompanying schedules and
statements for the tax year ending December 31, 2015, and 1o the best of my knowledge and belief, it is true, correct, and complete, | further
declare that the amounts in Part | above are the amounts from my elecironic income tax return. | consent to allow my intermediate service provider,
transmitter, or electronic return originator (ERQ) to send my return to the IRS and to receive from the IRS {(a) an acknowledgment of receipt or
reason for rejection of the transmission, (b) the reason for any delay in processing the return or refund, and (c) the date of any refund. If
applicable, | authorize the U.S. Treasury and its designated Financial Agent 1o initiate an ACH electronic funds withdrawal (direct debit) entry to the
financial institution account indicated in the tax preparation software for payment of my federal taxes owed on this return and/or a payment of
estimated tax, and the financial institution to debit the entry to this account, This authorization is to remain in full force and effect until | notify the
U.S. Treasury Financial Agent to terminate the authorization, To revoke {cancel) a payment, | must contact the U.S. Treasury Financial Agent at
1-888-353-4537. Payment cancellation requests must be received no later than 2 business days prior to the payment (settiement) date. | also
authorize the financial institutions involved in the processing of the electronic payment of taxes to receive confidential information necessary

to answer inquiries and resolve issues related to the payment. | further acknowledge that the personal identification number (PIN) below is my
signature for my electronic income tax return and, if applicable, my Electronic Funds Withdrawal Consent,

Taxpayer's PIN: check one box only P i gt ey rate Vi
lauthorize H AND R BLOCK 7 B § K IOENMEF or glusrate g BIN 1 [19200
ERO firm name Enter five digits, but do
as my signature on my tax year 2015 slectronically filed Income tax return. not enter all zeros

twill enter my PIN as my signature on my tax year 2015 electronically fited income tax return. Check this box only if you are entering your
own PIN and your return is filed using the Practitioner PIN method. The ERO must complete Part Il below.

Your signawre » Signature and Date on file Date »
Spouse’s PIN: check one box only
lauthorize H AND R BLOCK 10 enter or generate my PIN 14194
ERO firm name Enter five digits, but do

as my signature on my tax year 2015 electronically filed income 1ax return. not enter all zeros

D | will enter my PIN as my signature on my tax year 2015 slectronically filed income tax return. Check this box only if you are entering your
own PIN and your return is filed using the Pragtitioner PIN method. The ERO must complete Part Ill below,

Spouse’s signature » Signature and Date on file Date b

Practitioner PIN Method Returns Only -- continue below
IEEXTN Certification and Authentication — Practitioner PIN Method Only

ERO's EFIN/PIN. Enter your six-digit EFIN followed by your five~digit seli-selected PIN. 65883461871 ]
Do not enter all zeros

I certify that the above numeric entry is my PIN, which is my signature for the tax year 2015 electronically filed income tax return for the taxpayer(s)
indicated above. | confirm that | am submitting this return in accordance with the requirements of the Practitioner PIN method and  Publicatlon 1345,

Handbook for Authopized IRS e-file Broviters of mme Tax Returns,
ERO's signature P%M - Date » 03-02-2016

!

- ERO Must Retain This Form — See Instructions
Do Not Submit This Form to the IRS Unless Requested To Do So
For Paperwork Reduction Act Notice, see your tax return instructians. Form 8879 (2015)

FDA Form Software Copyright 1996 -~ 2016 HRB Tax Group, Inc, Cuib 15_8B79CC
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@BIRS

Small Business/Self- SOIG Proprletorshlps
Employed ) o ‘
P 820 | TiénaViét | Pycckuit

» [ndustries/Professions ) . ) ) )
« Intemational Taxpayers A sole proprietor is someone who owns an unincorporated business by himself or herself. However,
« Self-Employed if you are the sole member of a domestic limited liability company (LLC), you are not a sole
» Small Business/Self- proprietor if you elect to treat the LLC as a corporation.
Employed Home . . L .
If you are a sole proprietor use the information in the chart below to help you determine some of the
forms that you may be required to file.
Small Business/Self- IF you are liable for: THEN use Form:
Employed Topics —
Income Tax 1040. U.S. individual Income Tax Retum
» A-Z Index for Business
o Forms & Pubs and Schedule C (Form 1040), Profit or Loss
» Starting a Business from Business
» Deducting Expenses
¢ Businesses with or Schedule C-EZ (Form 1040), Net Profit from
Employees Business
= : : - s ———a
Filing/Paying Taxes E? Ing Taxes Self-employment tax Schedule SE (Form 1040), Self-Employment
» Post-Filing Issues
- ; Tax
e Closing Your Business
Estimated tax 1040-ES, Estimated Tax for Individuals
Social security and Medicare taxes and income | 941, Employer's Quarterly Federal Tax Return

tax withholding
943, Employer's Annual Federal Tax Return for

Agricultural Employees
944 Employer's Annual Federal Tax Return

Providing information on social security and W-2, Wage and Tax Statement (to employee)

Medicare taxes and income tax withholding

and W-3, Transmittal of Wage and Tax
Statements (to the Social Security
Administration)

Federal unemployment (FUTA) tax 940, Employer's Annual Federal Unemployment
(EUTA) Tax Retum

Filing information returns for payments to See Information Returns

nonemployees and transactions with other

persons

Excise Taxes Refer to the Excise Tax Web page

Rate the Small Business and Self-Employed Website
Page Last Reviewed or Updated: 28-Mar-2016
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II. ORIGINATION THROUGH POST-CLOSING/ENDORSEMENT
A. Title II Insured Housing Programs Forward Mortgages
5. Manual Underwriting of the Borrower

length of time Commission Income has been earned if less than two years; or (b) the
average net Commission Income earned over the previous one year. The Mortgagee
must calculate net Commission Income by subtracting the unreimbursed business
expenses from the gross Commission Income.

The Mortgagee must reduce the Effective Income by the amount of any unreimbursed
employee business expenses, as shown on the Borrower’s Schedule A. For

information on analyzing the Borrower’s 1040, review Analyzing IRS Forms.
Xx. Self-Employment Income (Manual)
(A) Definition

Self-Employment Income refers to income generated by a business in which the
Borrower has a 25 percent or greater ownership interest.

There are four basic types of business structures. They include:
e sole proprietorship;

® corporations;
e limited liability or “S” corporations; and
e partnerships.

(B) Standard

(1) Minimum Length of Self-Employment

The Mortgagee may consider Self-Employment Income if the Borrower has been
self-employed for at least two years.

If the Borrower has been self-employed between one and two years, the
Mortgagee may only consider the income as Effective Income if the Borrower
was previously employed in the same line of work in which the Borrower is self-
employed or in a related occupation for at least two years.

(2) Stability of Self-Employment Income

Income obtained from businesses with annual earnings that are stable or
increasing is acceptable. If the income from businesses shows a greater than 20
percent decline in Effective Income over the analysis period, the Mortgagee must
document that the business income is now stable.

A Mortgagee may consider income as stable after a 20 percent reduction if the
Mortgagee can document the reduction in income was the result of an extenuating
circumstance, the Borrower can demonstrate the income has been stable or
increasing for a minimum of 12 months, and the Borrower qualifies utilizing the

reduced income.

Handbook 4000.1 269
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II. ORIGINATION THROUGH POST-CLOSING/ENDORSEMENT
A. Title II Insured Housing Programs Forward Mortgages
S. Manual Underwriting of the Borrower

xi.

(C)Required Documentation
(1) Individual and Business Tax Returns

The Mortgagee must obtain signed, completed individual and business federal
income tax returns for the most recent two years, including all schedules.

In lieu of signed individual or business tax returns from the Borrower, the
Mortgagee may obtain a signed IRS Form 4506, Request for Copy of Tax Return,
IRS Form 4506-T, Request for Transcript of Tax Return, or IRS Form 8821, Tax
Information Authorization, and tax transcripts directly from the IRS.

(2) Profit & Loss Statements and Balance Sheets

The Mortgagee must obtain a year-to-date Profit and Loss (P&L) statement and
balance sheet if more than a calendar quarter has elapsed since date of most recent
calendar or fiscal year-end tax return was filed by the Borrower. A balance sheet
is not required for self-employed Borrowers filing Schedule C income.

If income used to qualify the Borrower exceeds the two year average of tax
returns, an audited P&L or signed quarterly tax return obtained from the IRS is

required.
(3) Business Credit Reports

The Mortgagee must obtain a business credit report for all corporations and “S”
corporations.

(D) Calculation of Effective Income

The Mortgagee must analyze the Borrower’s tax returns to determine gross Self-
Employment Income. Requirements for analyzing self-employment documentation

are found in_Analyzing IRS Forms.

The Mortgagee must calculate gross Self-Employment Income by using the lesser of:
e the average gross Self- Employment Income earned over the previous two years; or
o the average gross Self-Employment Income earned over the previous one
year.

Additional Required Analysis of Stability of Employment Income

(A)Frequent Changes in Employment

If the Borrower has changed employers more than three times in the previous 12-
month period, or has changed lines of work, the Mortgagee must take additional steps
to verify and document the stability of the Borrower’s Empioyment Income.
Additional analysis 1s not required for fields of employment that regularly require a

Handbook 4000.1
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Appendix 2.0 — Analyzing IRS Forms

APPENDIX 2.0 - ANALYZING IRS FORMS

IRS Form 1040 Heading

Description

Wages, Salaries and Tips

An amount shown under this heading may indicate that
the individual:

e is a salaried employee of a corporation; or

e has other sources of income.

This section may also indicate that the spouse is
employed, in which case the spouse’s income must be
subtracted from the Borrower’s gross income.

Employee Business Expenses
(from Schedule A)

Unreimbursed employee business expenses, as shown on
IRS Form 2106, are actual cash expenses that must be
deducted from the gross income.

Depreciation due to business use of a vehicle may be
added to the gross income.

Business Income and Loss
(from Schedule C)

Sole proprietorship income calculated on Schedule C is
business income.

Depreciation, depletion, amortization, and casualty losses
may be added back to the gross income.

Business Use of Home

Mortgage interest, Mortgage Insurance Premiums (MIP),
real estate taxes, and property insurance deducted for
business use of a house may be added back to the gross
income.

Rents, Royalties, Partnerships

Any income received from rental properties or royalties

(from Schedule E) may be used as income, after adding back any
depreciation shown on Schedule E.

Capital Gain and Losses (from | Capital gains or losses generally occur only one time,

Schedule D) and should not be considered when determining Effective

Income.

However, if the individual has a constant turnover of
assets resulting in gains or losses, the capital gain or loss
must be considered when determining the income. Three
years’ tax returns are required to evaluate an earnings
trend. If the trend:
e results in a gain, it may be added as Effective
Income; or
e consistently shows a loss, it must be deducted
from the total income.

Handbook 4000.1

Effective Date: 09/14/2015 | Last Revised: 03/14/2016
*Refer to the online version of SF Handbook 4000.1 for specific sections’ effective dates
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Appendix 2.0 — Analyzing IRS Forms

IRS Form 1040 Heading Description
Interest and Dividend Income | This taxable/tax-exempt income may be added back to
(from Schedule B) the adjusted gross income only if it:

e has been received for the past two years; and
e is expected to continue.

If the interest-bearing asset will be liquidated as a source
of the cash investment, the Mortgagee must appropriately
adjust the amount.

Farm Income or Loss (from Any depreciation shown on Schedule F may be added

Schedule F) back to the gross income.

IRA Distributions, Pensions, The non-taxable portion of these items may be added

Annuities, and Social Security | back to the adjusted gross income, if the income is

Benefits expected to continue for the first three years of the
Mortgage.

Adjustments to Income Adjustments to income may be added back to the

adjusted gross income if they are:
e JRA and Keogh retirement deductions; or
¢ penalties on early withdrawal of savings health
insurance deductions, and Alimony payments.

Analyzing IRS Form 1120, U.S. Corporation Income Tax Return
A Corporation refers to a state-chartered business owned by its stockholders.

To determine the Borrower’s income, the adjusted business income must be multiplied by the
Borrower’s percentage of ownership in the business.

Corporate compensation to the officers, in proportion to the percentage of ownership, is shown
on the corporate tax return (IRS Form 1120), and individual tax returns. If the Borrower’s
percentage of ownership does not appear on the tax returns, the Mortgagee must obtain the
information from the corporations’ accountant, along with evidence that the Borrower has the

right to any compensation.

The table below describes the items found on IRS Form 1120 for which an adjustment must be
made in order to determine adjusted business income.

Adjustment Item Description of Adjustment
Depreciation and Depletion Add the corporation’s depreciation and depletion back to the
after-tax income.
Fiscal Year vs. Calendar Year | If the corporation operates on a fiscal year that is different
from the calendar year, an adjustment must be made to relate
corporate income to the individual tax return.
Cash Withdrawals The Borrower’s withdrawal of cash from the corporation may
have a severe negative impact on the corporation’s ability to
continue operating.

Handbook 4000.1 959
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Appendix 2.0 — Analyzing IRS Forms

Analyzing IRS Form 11208, U.S. Income Tax Return for an S Corporation

An “S” Corporation refers to a small start-up business, with gains and losses passed to
stockholders in proportion to each stockholder’s percentage of business ownership.

Income for owners of “S” corporations comes from W-2 wages, and is taxed at the individual
rate. The IRS Form 11208, Compensation of Officers line item is transferred to the Borrower’s

individual IRS Form 1040.

Depreciation and depletion may be added back to income in proportion to the Borrower’s
percentage of ownership in the corporation.

The Borrower’s income must be reduced proportionately by the total obligations payable by the
corporation in less than one year.

Analyzing IRS Form 1065, U.S. Return of Partnership Income

A Partnership refers to when two or more individuals form a business, and share in profits,
losses, and responsibility for running the company. Each partner pays taxes on their
proportionate share of the partnership’s net income.

Both general and limited partnerships report income on IRS Form 1065, and the partners’ share
of income is carried over to Schedule E of IRS Form 1040.

Both depreciation and depletion may be added back to the income in proportion to the
Borrower’s share of the income.

The Borrower’s income must be reduced proportionately by the total obligation payable by the
partnership in less than one year.

Handbook 4000.1 960
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