Family Law and Practice Section MCLE Program
Webinar
October 20, 2020

12:00 PM - 1:00 PM

Link to Evaluation

Upcoming Events:

Next Meeting:

Welcome/Announcements and Introduction
Vicki Kelly - Family Law and Practice Section Chair

Program
Beyond Taxable Income: The Real Numbers to Maintenance
Tom Levato, CPA, CFE, CFF Levato Consulting Group

Speaker Bio - see attached

Presentation Summary

Mr. Levato will discuss how an individual's income on their federal
income tax return does not equate to that individual's cash flow. He
will demonstrate how to evaluate and prepare a proper cash flow and
how to evaluate the difference between taxable income versus case
flow. Mr. Levato will also discuss other sources of income that do not
appear on the individual federal tax return.

The evaluation must be completed in order to receive CLE credit.
https:/ /www.surveymonkey.com/r/FamilyLaw10202020

October 29th - DCBA Family Law Bonfire and Unwind, Edgerton and
Edgerton, West Chicago

November 19th — Lawvyers Lending a Hand Coat Drive - Bar Center

December 10th - Lawvyers Lending a Hand Toy Drive - Bar Center

November 17, 2020 - Pamela Rak - The Three Reasons Every Law
Practice Needs a Mental Health Professional Resource


https://www.surveymonkey.com/r/FamilyLaw10202020
https://www.surveymonkey.com/r/FamilyLaw10202020
https://www.dcba.org/event/FamilyLawUnwind
https://www.dcba.org/events/register.aspx?id=1422039&itemid=be8bbb95-73a4-412b-b38e-7c6f4d2b8e6f
https://www.dcba.org/events/EventDetails.aspx?id=1435403&group=
https://www.dcba.org/events/EventDetails.aspx?id=1435403&group=
https://www.dcba.org/events/EventDetails.aspx?id=1435405&group=
https://www.dcba.org/events/EventDetails.aspx?id=1435405&group=

COVID Relief Fund

The DCBA and the DuPage Bar Foundation have established an assistance fund for lawyers
facing personal hardship due to the downturn in work caused by the COVID-19

pandemic. Please help us promote the availability of this fund, and, if you are in need, please
submit a confidential application at www.dcba.org/reliefapply. Donations to the fund are also

welcome at www.dcba.org/reliefdonate.”

Earn CLE Online!

DCBA OnDemand CLE is Now Powered by IICLE The Illinois Institute for Continuing Legal
Education (IICLE®) and the DuPage County Bar Association (DCBA) are excited to offer a new
IICLE®Share collaboration to provide DCBA members a high quality and reliable online
learning experience. Members can find the link to The Illinois Institute for Continuing Legal
Education (IICLE) on the DCBA website under “Legal Community” ->OnDemand CLE - Online
CLE Catalog. You must be logged into your DCBA Membership Profile in order to view courses
for free or at a reduced price.

View & Print CLE Certificates through the DCBA Website:

Manage Profile -> Professional Development (under content & features) and choose the icon to
the left of each meeting to print your certificate directly or choose to have them emailed to you
to save to your computer (you MUST be logged in to view this feature)


http://www.dcba.org/reliefapply
http://www.dcba.org/reliefapply
http://www.dcba.org/reliefdonate
http://www.dcba.org/reliefdonate

LEVATO CONSULTING GROUP

Tom Levato, CPA, CFE, CFF
Managing Member

Tom Levato, CPA, CFE, CFF is the founder and managing member of Levato Consulting Group, a forensic accounting, financial
consulting and dispute advisory firm.

Mr. Levato has 25 years of experience as an accountant, auditor and litigation consultant in the private sector and with local and
national accounting firms. He has provided forensic accounting, fraud investigations, dispute advisory and financial consulting
services for numerous purposes, including marital dissolutions, professional liability, shareholder disputes, commercial litigation,
economic damage analysis, breach of contract, fraud investigations and other tax, corporate and litigation related matters.

Mr. Levato has testified in State court on marital dissolution, fraud, forensic analyses, economic damages and professional
liability matters.

Mr. Levato’s representative matters are:

e Financial consultant and testifying expert advising non-asset spouse in a marital dissolution matter with an estate in excess
of $100 million. Matter involved preparing financial analyses of 30 investment portfolios to trace money flows amongst
accounts, determine cash flow and asset revenue generation and preparation of settlement analysis.

e Testifying expert in marital dissolution matter involving preparation of marital lifestyle over a 6-year period and tracing of
pre-marital and post-marital assets in 4 accounts over a 15-year period.

e Financial consultant and testifying expert advising client in a marital dissolution matter involving identification and
verification of assets more than $350 million dollars; tracing assets amongst 10 separately owned entities; tracing of
distributions and cash transfers amongst 5 accounts over a 7-year period.

e Financial consultant advising non-asset spouse in a marital dissolution matter with an estate more than $100 million.
Matter involved preparing financial analyses of 30 investment portfolios to determine cash flow, cash tracing and asset
revenue generation, recalculate loan repayments of marital funds invested in non-marital entities and portfolio’s, asset
income generation, cash flow analysis, balance sheet preparation and preparation of settlement analysis.

e Performed forensic investigations involving defalcations in law firms, insurance companies, title companies, construction
companies and auto dealers. Matters involved cash theft by partners and employees and asset theft. and

Phone: 708.257.3509
Email: tom@Ievatoconsultinggroup.com

Suburbs

304 S. 9th Ave

La Grange, lllinois
60525

Chicago

2453 S. Archer,
Unit 1C
Chicago, lllinois
60616



LEVATO CONSULTING GROUP

Affiliations

* American Institute of Certified Public Accountants

* Association of Certified Fraud Examiners

Education

* Bachelor of Science in Accounting, University of lllinois at Chicago
* Master of Accountancy, DePaul University
* Certified Fraud Examiner

* Certified in Financial Forensics

Phone: 708.257.3509
Email: tom@Ievatoconsultinggroup.com
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Beyond Taxable Income

The Real Numbers Behind Maintenance
Tom Levato, CPA, CFE, CFF




Learning Objectives

What are key sources of income on the tax return
How certain sources could be over- or under-represented
Why cash tlow may be better than taxable income

Where extra cash flow can be found

Note: For this presentation, federal and state income taxes and the effect on
the cash flow will not be discussed in detail.
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Little bit about me

Tom Levato CPA, CFE, CFF is the founder and managing member of Levato Consulting Group, a forensic
accounting, financial consulting and dispute advisory firm.

Mzr. Levato has 24 years of experience as an accountant, auditor and litigation consultant in the private
sector and with local and national accounting firms. He has provided forensic accounting, dispute advisory
and financial consulting services for numerous purposes, including marital dissolutions, professional
liability, shareholder disputes, commercial litigation, economic damage analysis, breach of contract, fraud
investigations and other tax, corporate and litigation related matters.

Mzr. Levato lives in La Grange with his wife and four children. He is active in his community as the

Treasurer and Board member for the LaGrange Business Association and a commissioner on the LaGrange
Board of Fire and Police.

ﬂ:| LEVATO
:IL CONSULTING
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Taxable Income versus Cash Flow

» Taxable income as reported on an individual income tax return does not
necessarily represent cash received by the taxpayer. This is especially true of the
taxable income related to a person’s ownership interests in partnerships, limited
liability companies, S corporations and other ‘flow-through’ or ‘pass-through’
entities. Pass-through entities are generally not subject to tax on income at the
entity level. Rather, income (interest, dividend and ordinary income) generated by
these entities is passed through to the shareholders, members, or partners of the
entity, and subsequently taxed on the federal and state returns of the shareholder,
member or partner, even if the interest holder does not receive the cash proceeds.
Conversely, distributions made by a pass-through entity to its shareholders,

members, or partners generally represent cash amounts paid to those

shareholders, members or partners. b LEVATO
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l Federal 1040 Return: Sources of Income

Sources of Income

F1040 5 it o tae retuy. |2019

OMB No. 1545-0074 | I1RS Use Only—Do not writs or staple in this spacs.

Filing Status | single | Married filing jointly | Married filing separately (MFS) | | Head of household (HOH) | | Qualifying widowter) (QW)
S::‘;"OS"V It you checked the MFS box, enter the name of spouse. If you checked the HOH or QW box, enter the chid's name if the qualifying person is > Wages
' a child but not your dependent. P
Your first name and middie initial Last name Your social security number
If joint retumn, spouse’s first name and middle initial Last name Spouse’s social security number > Intere St Income
Home address (number and street). If you have a P.O. box, see instructions. Apt. no. Presidential Election Campaign
Check here # you, or your spouse if §ling
ty, want $3 to go to this fund, o o
City, town or post office, state, and ZIP code. ¥ you have a foreign address, also complete spaces below (see instructions). Checking a box balow will not changs your D]_Vldends
txorrsfnd. | | You | | Spouse
Foreign country name Foreign province/state/county Foreign postal code | if more than four dependents,
see nstructions and v/ here » | |
T . )
smndm:d Someone canclaim: | | You as a dependent __| Your spouse as a dependent > Capltal Galns
Deduction _j Spouse itemizes on a separate return or you were a dual-status alien
Age/Blindness you: | | Were bom before January 2, 1955 | Are biind Spouse: | | Was born before January 2, 1955 || Is blind
Dependents (see instructions): (2) Soclal secerity number (3) Relasonship to you (4) 7 it qualifies for (see Instructions) >
(1) First name Last name Child tax credt Credit for other dependents Other Income (Schedule 1)
— =
=) Ll g
0 0 » Business Income or
1 Wages, salares, tips, otc. Attach Form(s) W-2 . oIS SIAYYY, O o4y 1w, oRiLed ey b 1
2a Tax-exemptinterest. . . . 2a b Taxable interest. Attach Sch. B if required 2b LOSS (SChedule C)
P 3a Qualifieddividends . . . . 3a b Ordinary dividends. Attach Sch. B if required | 3b
Deduction for— 4a |RAdistributions. . . . . 4a b Taxable amount 4b
* Single or Married ¢ Pensions and annuities ac d Taxable amount 4d
flling separately. 2 == X >
12200 Gu Socalsecintybmitie:: - . |8 b Tkl e s Rental real estate,
'M,' o mﬁwm 6  Capital gain or (loss). Attach Schedule D if required. If not required. check here . . . . . . . » ] 6 5 8
wiuge) 7a  Other income from Schedule 1, ine 9 : S A A = § & % i r Oyaltles, p artner ShlpS,
o b of b Add lines 1, 2b, 3b, 4b, 4d, 5b6am7&‘lhlsnsymrlotalheom S B SR S I B .
;‘1’;’;'5"5’“’ 8a Adjustments to Income from Schedule 1, ine 22 8a S-COI’pOI'atIOI’lS, tI'UStS,
* If you checked b Subtract line 8a from line 7b. This is your adjusted gross income o 4y xw el > 8b
ki 9  Standard deduction or itemized deductions (from Schedule A) . . . . . 9 | _ etc. (SChedule E)
Dedkiction, l 10  Qualified business income deduction. Attach Form 8995 or Form 8995-A . . . 10
see nstructions.
1la Addlines9and10 . . . IO R W S e fme e & 4E & 11a

b Taxable income. Subtract ine 11a from line 8b. If zeroor less, enter-0- . . . . . . . . . . . 11b LEVATO
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 113208 form 1040 (z019) Ilj CONSULTING
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Federal 1040 Return
Wages

a Contral number

OME N 1545-0003

b2 imnpoasd on you if thie incoms i tewakde and yo

to raport it

b Employsr identification nurnbsr

1

Wagse, tipa, other compensation

%delal Ireome tes withhelkd
' 4

o Employsr’s name, address, and ZIF code

d Employss’s social gecarity numbse

& Employss’s first neme and initial Laat narns

f Employss's address and ZIP cods

3 Bocial sscurity wages 4 Social sscurity tax withheld
5 Medicars wagsa and tipa &  Medlicare text withhekl
T Social sscurity tips 8 Allscats] tips
@ Advancs EIC payrment 10 Depsncent cars benefite
11 Mongualified plans gza S i'ﬁﬂctW
i
Sl Fslrement Third-part
13 'ﬂg i ey 12b
A O o N A
14 Other EZC
i
12
[=
g

15 State Employer's etate 10 numbse

16 Blate weges, tips, slc.

17 Stats incoms e

16 Locd wagss, tips, ate.

Wage and Tax
Statement

|
o W =2

Crepartmant of the Treasury—Intemal Reverue Ssrvice

1. W-2 Wages

Box 1 of the W-2
identifies the
individuals W-2
income only. It
excludes any elective
retirement amount.

— 2. Elective deferrals

Most common
deferral is the
traditional 401 (k).
This amount is
excluded from Box
1 of the W-2 but
should be included

in cash flow.

152
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Federal 1040 Return
Wages

» A 401 (k) deferral is a voluntary contribution which reduces the individuals taxable W-2
income, therefore, adding back the deferral gives a true indication of W-2 cashflow

2017 2018 2019
Tax-Basis Cash Flow Tax-Basis Cash Flow Tax-Basis Cash Flow

Income
Wages, Salaties, Tips, etc.
Mr./Mrs XXXX's Wages (XXXXInc) § 76,491 § 94,491 $§ 87,200  $105,200 $120,800  $139,800

» Increased cash flow by maximum deferral allowed per yeat.

(SRR
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Federal 1040 Return
Dividend Income (including K-1)

> Interest from a K-1

h31118 would be included in
| Fna - | Amended -1 OMB No. 145-0123 the tax return as
Partner's Share of Current Year Income, taxable income under
Deductions, Credits, and Other ltems Schedule B.

1| Ordinary busingss income loss) | 15  Credts
» Interest income that is

2 Net rental real estate income (lss) reported on an
individuals K-1 does
3 Othernetrentalincome oss) | 16 Foreign transactions not get distributed to

that individual. The

interest income

4 Guaranteed payments
becomes part of the

K-1 distribution. This
' will become clearer (I

HOPE) when I
discuss the

F__ PartnerShip I<—1 CaSh
flow S A

SGROUP
A\

5  Interestincome

Ba  Ordinary dividends




Federal 1040 Return
Interest Income (including K-1)

2017 2018 2019
Tax-Basis Cash Flow Tax-Basis Cash Flow Tax-Basis Cash Flow

Taxable Interest (Schedule B)

Charles Schawb #xxx4 474 474 432 432 402 402
Charles Schawb #xxx5 152 152 372 372 160 160
Charles Schawb #xxx6 3 3 1 1 2 2
Charles Schawb #xxx7 832 832 804 804 49 49
JP Morgan #xxx2 5 5 29 29 127 127
JP Morgan-Chase Bank 33 33 340 340 15 15
JP Morgan-Chase Bank 47 47 49 49 52 52
JP Morgan #xxx3 57 57 60 60 63 63
KBB & Co LP (K-1 Interest) 138 - 152 - 175 -

BBK & Co LP (KK-1 Interest) 350 - 425 - 395 -

Merrill Lynch #xxxx5 54 54 258 258 369 369
Merrill Lynch #xxxx6 25 25 71 71 32 32
LLCG & Co LP (K-1 Interest) 275 - 432 - 448 -

MST & Co LP (IK-1 Interest) 185 - 196 - 168 -

Morgan Stanley #xxxxx7 53 53 49 49 63 63

Tax-Exempt Interest 5,748 5,748 7,772 7,772 5,318 5,318
$ 8,431 $ 7,483 $ 11,442 ~ $ 10,237 $ 7,838 $ 6,652

» As shown in table above, K-1 interest income should be excluded from the cash flow column.
Again-1 will clear this up a bit later in partnerships.

(SRR
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Federal 1040 Return

Dividend Income (including K-1 dividends)

' CEAIN PR RV

1099-0ID, or

substitute
statement from

a brokerage firm,

list the firm's
name as the

payer and enter

the total interest
shown on that

form.

2 Addtheamountsonlnet. . . . . . . . . . . . . ... .. 2

3 Excludable interest on series EE and | U.S. savings bonds issued after 1989,
AttachForm8815. . . . . . . . . . . . . .. ... 3

4 Subtract line 3 from line 2. Enter the result here and on Form 1040 or 1040-SR,
ine2b . . . . .. |4

Note: If line 4 is over $1,500, you must complete Part Il Amount

Partll 5 List name of payer »

Ordinary

Dividends

(See instructions

and the

instructions for

Forms 1040 and
1040-SR, line 3b.) 5

If the individual has ownership
interest in a C-Corporation
whether in part or at a 100%
level, the dividend income will
be included in Part I and will
be part of cash flow. The
taxpayer may opt for dividend
re-investment but that does not
change the fact that the
dividend was paid in some
form. There is no difference in
taxable income or cash flow.

Note: If you
received a Form

1099-DIV or

substitute

statement from
a brokerage firm,

list the firm’s

name as the
payer and enter

(S e

R ' GROUP
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Federal 1040 Return
Dividend Income (including K-1)

2017 2018 2019
Tax-Basis Cash Flow  Tax-Basis Cash Flow  Tax-Basis Cash Flow
Ordinary Dividends

Chatles Schawb #0672 7,887 7,887 31,972 31,972 33,250 33,250
Chatles Schawb #2504 9,105 9,105 8,500 8,500 7,905 7,905
Chase Schwab #6101 353 353 1 1 2 2
Chase Schwab #6102 22,435 22,435 23,497 23,497 24,635 24,635
Charles Schwab #9218 34,023 34,023 32,867 32,867 36,033 36,033
KBB & Co LP (K-1 Dividend) 1,802 1,802 1,203 1,203 2,465 2,465
BBK & Co LP (K-1 Dividend) 7,454 7,454 6,429 6,429 7,872 7,872
Merrill Lynch #20625 7,892 7,892 6,958 6,958 5,986 5,986
Merrill Lynch #27514 4,952 4,952 6,170 6,170 76 76
Merrill Lynch #20635 10,863 10,863 11,732 11,732 7,861 7,861
Morgan Stanley #167677 1,333 1,333 1,285 1,285 1,396 1,396
LCG & Co LP (K-1 Dividend) 3,726 3,726 4,367 4,367 4218 4218
MST & Co LP (K-1 Dividend) 5,898 5,898 5,835 5,835 4935 4935

$ 117,723 $ 117,723 $ 140,816 $ 140,816 $ 136,634 $ 136,634

» As shown in the display above, dividend income is both included in the taxable income
column as well as the cash flow column.

(SRR
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SCHEDULE D
(Form 1120)

Department of the Treasury
Irtemnal Revenue Sanice

Capital Gains and Losses

P Attach to Form 1120, 1120-C, 1120-F, 1120-FSC, 1120-H, 1120-1C-DISC, 1120-L, 1120-ND, 1120-PC,
1120-POL, 1120-REIT, 1120-RIC, 1120-5F, or certain Forms B800-T.

* Go to www.irs.gov/Formi 120 for instructions and the latest information.

OME Mo, 1545-0123

2019

Mams Employer identification number

Federal 1040 Return (Schedule D)
Capital Gains/(Losses)

Did the corporation dispose of any investment(s) in a qualified opportunity fund during the tax year? .
I “Yes,” attach Form 8949 and see its instructions for additional requirements for reporting your gain or loss.

» ] Yes [ No

Short-Term Capital Gains and Losses (See instructions.)

See instructions for how to figure the amounts to enter on () = {g) Adjustments to gain
the lines below. Procesds Cost or lags from Farm(s)
Thia form may be easier to complate If you round off cents to [sales price) for other basis) 8949, Part |, lina 2,
wihols dollars. column jgy

(h} Gain or (loss)

Subtract column (g from
column id} and combina
the reault with column (g)

1a Tatals for all shart-term fransactions reported on Form
1088-B for which basis was reported to the IRS and for
which you have no adjusiments (see instructions). Howewver,
if you choose to rapaort all these transactions on Form 3949,
leave this line blank and go to line 1b .

1b Totals for all transactions reported on Fun'nisn 3949
with Box A checked .

2 Totals for all transactions reported on Furm{s: 8949
with Box B checked .

3 Totals for all transactions rep-orted on Furm[s} 8949
with Box G checked .

4 Short-term capital gain from installment sales from Form 6252, line260r37 . . . . . . . . . . 4
5 Short-term capital gain or (loss) from like-kind exchanges from Ferm 8824 . . . . . . . . . . 5
6 Unused capital loss carryover (attach computation) . . . . . . . . L. . . o o L oL 6 I
7 Met short-term capital gain or {loss). Combine lines 1a through 6 incolumnbh . . . . . . . . . T
Long-Term Capital Gains and Losses (See instructions.
Bee instructions for how to figure the amounts to enter on (d) = {g) Adjustrients to gain | (h) Gain or (loss)
the lines balow. Procesds Cost or loss from Form(s) Subtract column {8) from
Thiis forrn may be: sasier to complete if you round off cents to i i 8040, Part i, line 2, column id} and combine
e I‘_’s'l' T plete i you roun [sales price) for other basis) ol fgh v resuft with cobumn ()

Ba Totals for all long-term transactions reporied on Form
1089-B for which basis was reported to the IRS and for
which you have no adjustments {see instructions). Howewver,
if you choesa to report all these transactions on Form 8949.
leave this ling blank and go to ling Bb .

Bb Totals for all transactions reported on Fon'n[s} 8949
with Box D checked .

9 Totals for all transactions reporteﬂ on Fon'n[s} 8949
with Box E checked

10 Totals for all transactions reporteﬂ on Fon'n[s} 8949
with Box F chacked .. .

First, capital gains or losses are an
accounting metric defined as the
difference between the sales price of an
asset and the purchase price (or basis) of
an asset. This gain or loss does not
represent cash received by the holder of
the property. Second, capital gains and
losses are one-time events. Assuming the
taxpayer 1s not a trader of investment
assets or an investment banker, the
transaction triggering the gain or loss will
most likely not occur again in the future.

11 Enter gain from Form 4797, line 7 or®. . . . . . . .+ . . . 0 00 0 e e e 11
12 Long-term capital gain from installment sales from Form 62582, line 26 or 37 . . . . . . . . . . 12
13 Long-term capital gain or (losg) from like-kind exchanges from Form 8824 . . . . . . . _ . . 13
14 Capital gain distributions (see instructionsy . . . . . . . . . . . . . . o o L. o L. 14
15 Met long-term capital gain or (loss). Combina lines 8a through 14 in columnh . . . . . . . . 15
Ll Summary of Parts | and I

16 Enter excess of net shart-term capital gain (lina 7) over net long-term capital loss (line 18) . . . . 16
17 Met capital gain. Enter excess of net long-term capital gain (line 15) over net short-term capital loss {line ?] 17
18 Add lines 16 and 17. Enter here and an Form 1120, page 1, line 8, or the proper line on other returns . . 18

Mote: If losses exceed gains, see Capital Losses in the Instrucllons.

For Paperwork Reduction Act Motice, see the Instructions for Form 1120, Cat. Mo 11450M

Schedule D (Form 1120) 2019

|_E VATO
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Federal 1040 Return (Schedule D)
Capital Gains/(Losses)

2017 2018 2019
Tax-Basis Cash Flow Tax-Basis CashFlow Tax-Basis Cash Flow
Capital Gain ot (Loss) (Schedule D) (3,000) n/a (1,500) n/a 182,929 n/a

» As shown in table above, Capital Gains/(Losses) should be excluded from the |

cash flow column. 1

(SR
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EUNAE | OB Mo, 15850074
{Form 1080 or 1040-6R) Additional Income and Adjustments to Income [ 1'9
20
Departmant, of the Tesasury ¥ Altach to Fare 1040 or 1040-8R, .!.:I:r;;q
intomal Revanyg Sarvica P G b wvwivs, oo 1040 for instructions and the latest information, oo e, 01
Marmefs) shown on Fomn 3080 or 1340=5A Your social security rumb

A any time during 2019, did you receive, sell, sand. exchange, or otherwise acoure any financial inberest in any

Schedule 1: Other Sources of Income
(Schedule C and Schedule E)

WAERICETENEYT . . . . . L L L L . e e e e e e e e e e .. ClWes [ Mo
Additional Income
1 Tanable refunds, credits, or offsets of slate and local income ftaxes . . . . . . . . . . .. 1
2a Abmonyreceived . . . . . L L L L L L L L L o o e e e e e e e e Za
b Date of origirad divorce or separation agresment (see instructionsy
3 Businessincomeorflossi AtachSchedule C . . . . . L . L L L L L . L 3 /
4 Other pairs or osses), Altach Farmd?@? . . . . . . . . . . . . oL 4
5  Aentol real estate, royalties, parinerships. S corporations, inusts, efe. Atach Schedule E. . . . . 5 -
& Farmincome or foss), Affach ScheddeF . . . . . . . . . 0 L L L L o 0 6 N\
T Uremploymenf compensation . . . . . . . . . . . 4 v 0 0 e e e e e e 7
8  Other income, List type andamaunt v e
8
9 Combine bres 1 theough B. Enter hers and on Form 1040 cr 1080-GR, line T8 . .« . .+ . . . . | 8
Adjustments 1o Income
M BJucHorexpenss . . . . L L oL . . . e . h e e e e e e e e e e e 10
11 Certain business expenses of resanvists, performing artists, and fee<basis govermment officials, Attach
Form2i0B . . . . v 0 v v h s e e e e e e e e e e e e e 1
12 Heakhsavings account deduction, Aftach Fom B8B83 . . . . . . . . . . L oo L 12
13 Moving eapenses for members of the Armed Forces, Atach Form 3803 . . . . . . . . . . 13
14 Deductible part of sellemployment ta, Attach Schedule SE . . . . . . . . . . . . .. 14
15 Selkemployed SEP, SIMPLE and quabfledplans . . . . . . . . . . . L L. L 15
16 Selemployed healih insurance deduction . . . . . . . . . 0 0 o oL L 0 L 16
17 Penaltyoneady withdrawal ofsings . . . . . . & . L 0 0 0w d e e e e 17
Wa Almonypaid. . . . . . . . L . . e e e e e e e e e 1823
b Recipent'sSSH . . . . . . L L L Lo L e e e *
¢ Date of origingl divorce or separation agreement (see instnctiongy
18 JRAdeduclion . . . . . . L L s s e e e e e e e e e e e 18
A Student ban inberestdeduction . . . . L . L . L . L 0 0 e e s e e e e bl
21 Tuton and ees, Aflach Form BT . . . . . L L L L L 0 0 o s e e Fil
22 Acd bres 10 through 21, These are your adjustments to income. Enter here and on Form 1040 ar
L T T ]
For Paperwork Reduction Act Notice, see your tax refum instractions. Cat, W, THTOF Schedule 1 Form 1040 or 1040:5H) 218

N

Schedule C-Business Income

» Schedule C can include

personal expenses.

Schedule E-Rental real estate

» Schedule E can include
personal expenses.

» Partnerships: Must adjust
taxable income to actual K-1
distribution.

S50
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SCHEDULE C
(Form 1040 or 1040-SR)

Department of the Treasury

Profit or Loss From Business

Sole Proprietorship)
» Go to www.lrs.gov/ScheduleC for instructions and the latest information.

OMB No. 1545-0074

2019

Attachment

Internal Revenue Service (99) | P Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065. Sequence No. 09

Name of proprietor
ABC Company

Social security number (SSN)

A Principal business or profession, including product or service (see instructions)
Widget making

B Enter code from instructions I
>l 1]2]3]al |

Cc Business name. If no separate business name, leave blank. D Employer ID number (EIN) (see instr.)
8|9i1|3|5]4]|7]|8]9]

E Business address (including suite or room no.) » 123 Main Street

City, town or post office, state, and ZIP code

F Accounting method: 1) Cash (2) []Accrual (@) [JOther (specify) »

G Did you “materially participate” in the operation of this business during 20197 If “No,” see instructions for limit on losses

H If you started or acquired this business during 2019, check here . . » [

I

Did you make any payments in 2019 that would require you to file Form(s) 1 0997 (see |nstruct|ons)
If “Yes,” did you or will you file required Forms 1099? . . . . . . . . .

_ Income

Gross receipts or sales. See instructions for line 1 and check the box if this income was reported to you on
Form W-2 and the “Statutory employee” box on that form waschecked . . . . . . . . .p [ 1 1,862,000
2 Returns and allowances . . . T T S, 2 62,000
3 Subtract line 2 from line 1 8 3 3 1,800,000
4 Cost of goods sold (from line 42) § 08 O® % % % o@ W & % 4 800,000
5 Gross profit. Subtract line 4 from line 3 5 1,000,000
6 Other income, including federal and state gasollne or fuel tax credit or refund (see mstructlons) 6 0
7 Gross income. Addlines5and 6 . . & =i 7 1,000,000
Expenses. Enter expenses for busmess use of your home only on Ime 30
8 Advertising . . . . . 8 100,000 18 Office expense (see instructions) 18 15,000
o Car and truck expenses (see 19 Pension and profit-sharing plans N 19
instructions). . “ 5 9 72,000( 20 Rent or lease (see instructions):
10 Commissions and fees o 10 a Vehicles, machinery, and equipment 20a
11 Contract labor (see instructions) 11 128,000 b Other business property 20b 250,000
12 Depletion . 12 21 Repairs and maintenance CON 21
13 Depreciation and section 179 22 Supplies (not included in Part lll) . [ 22 5,000
e deduotion thot 23 Taxes and licenses . 23
included in Part lll) (see
instructions). . . . . 13 92,000( 24 Travel and meals:
14 Employee benefit programs a Travel . g 24a 10,000
(other than on line 19). . 14 b Deductible meals (see
15 Insurance (other than health) 15 instructions) . 24b 5,000
16 Interest (see instructions): 25 Utilities . 25
a Mortgage (paid to banks, etc.) 16a 110,000 26 Wages (less employment credlts) 26
b Other . . 16b 27a Other expenses (from line 48) . 27a
17 Legal and professnonal services 17 25,000 b Reserved for futureuse . . . 27b
28 Total expenses before expenses for business use of home. Add lines 8 through27a . . . . . . P 28 812,000
29 Tentative profit or (loss). Subtract line 28 fromline7 . . . . . . . . . . . . . . . . 29
30 Expenses for business use of your home. Do not report these expenses elsewhere. Attach Form 8829
unless using the simplified method (see instructions).
Simplified method filers only: enter the total square footage of: (a) your home:
and (b) the part of your home used for business: . Use the Simplified
Method Worksheet in the instructions to figure the amount to enter on line 30 . 30
31 Net profit or (loss). Subtract line 30 from line 29.
* |If a profit, enter on both Schedule 1 (Form 1040 or 1040-SR), line 3 (or Form 1040-NR, line
13) and on Schedule SE, line 2. (If you checked the box on line 1, see instructions). Estates and 31 188,000

trusts, enter on Form 1041, line 3.
e |f a loss, you must go to line 32.

32 If you have a loss, check the box that describes your investment in this activity (see instructions).
* |If you checked 32a, enter the loss on both Schedule 1 (Form 1040 or 1040-SR), line 3 (or
Form 1040-NR, line 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.
* |If you checked 32b, you must attach Form 6198. 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. Cat. No. 11334P
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Schedule C (Form 1040 or 1040-SR) 2019

Schedule 1: Other sources of
Income (Schedule C)

» Car and truck expense
» Contract labor

» Depreciation

» Interest/Mortgage

» Legal and professional
services

» Office expense
» Rent or lease
» Supplies

» Travel and meals

: LEVATO
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Schedule 1: Schedule C
Profit or Loss from Business

» Car and truck expense: Is the business really in need of a vehicle? Does the type of vehicle match the service
provided; i.e. do you need a Corvette to deliver goods? Is the company expensing 100% of the vehicle cost,
lease or payment while the vehicle is used primarily for personal proposes?

» Contract labor: Is there a ghost employee? Is the spouse or other family member on payroll whose duties do
not reflect the level of pay?

> Depreciation: This 1s a non-cash transaction that’s needs to be added back since it’s a reduction in the value
of the asset and not a cash expenditure.

» Mortgage/Interest: This line item can be utilized as an area for additional cash from the owner of an entity.
Did a new or increased mortgage appear on the books? Did the money leave the business to another business
or for unusually large purchases that appear to be unrelated to the business.

» Legal and professional services: Are these all business related? Do you see the family law firm in this
account? Personal tax returns?

» Supplies: This may be smaller dollar amounts, but a review of the general ledger is always warranted.

ravel and meals: Are these all business? Is business likely to have travel and meals? 555008

: . . . . (M 5 GROUP
re sporting tickets included in this account? A\



Federal 1040 Return (Schedule C)
Profit or Loss from Business

2017 2018 2019
Tax-Basis Cash Flow Tax-Basis Cash Flow Tax-Basis Cash Flow

Business Income o (Loss) (Schedule C)
ABC Company 190,000 282,000 180,000 272,000 188,000 280,000

» As shown in table above, the adding back of the non-cash depreciation gives a

better indication of what the taxpayer has regarding net income from the
Company.

» 1 will be addressing personal expenses in the business later in the presentation.

(SRR
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SCHEDULE E Supplemental Income and Loss OMB No. 1545-0074 S d o O
(Form 1040 or 1040-SR) | (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) Che UIC 1. thef

Department of the Treasury PEAACH TGRS 1040; 1040-SR,1040-NR, /61041, Attachment

Internal Revenue Service (99) > Go to www.irs.gov/ScheduleE for instructions and the latest information. Sequence No. 13 S Ource S Of Income

Name(s) shown on return Your social security number

Income or Loss From Rental Real Estate and Royalties Note: If you are in the business of renting personal property, use Schedule E
Schedule C (see instructions). If you are an individual, report farm rental income or loss from Form 4835 on page 2, line 40.
A Did you make any payments in 2019 that would require you to file Form(s) 10997 (see instructions) . . . . . [ Yes [] No
B If “Yes,” did you or will you file required Forms 10997 . . e e e e oo oo oo . . [1Yes [INo
1a | Physical address of each property (street, city, state, ZIP code)
A 123 Main street
B
C
1b Type of Property 2  For each rental real estate property listed Fair Rental Personal Use Quv >
trom st bsow) | sEeyS,ipSr e i ol e e = Dy , Auto and travel expense
A . 4 | only if ¥ou meet the requirements to fileas | A 360 L
B a qualitied joint venture. See instructions. B O
C c ]
Type of Property: .
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental > 1 d f 1
2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other (describe) Lega an pro eSSIOna
Income: [ Properties: A B C

250,000 services

3 Rents received
4  Royalties received .
Expenses:
5  Advertising
6  Auto and travel (see lnstrucﬂons)
7 Cleaning and maintenance
8 Commissions.
9  Insurance . . .
10 Legal and other professmnal fees g
11 Management fees T
12  Mortgage interest paid to banks etc (see instructions)

5
6
7
8
9
10
11
12 15,000
13 Otherinterest. . . . . . . . . . . . . . 13 > Mortgage Iﬁtefest
15
16
17
18
19

Blw

25,000

» Management fees

15,000
120,000

14 Repairs.
15  Supplies 5,000
16 Taxes

17 Utilities . R
18  Depreciation expense or depletlon 50,000 > Supphe
19 Other (list) B S
20 Total expenses. Add lines 5 through 19 . . . . 20 230,000
21 Subtract line 20 from line 3 (rents) and/or 4 (royaltles) If
result is a (loss), see instructions to find out if you must

fle Form6198 . . . . 21 20,000 > Depreciation

22 Deductible rental real estate Ioss after I|m|tat|on |f any,

on Form 8582 (see instructions) . . 22 |( |( [ )
23a Total of all amounts reported on line 3 for aII rental propertles ¢ 8w % 23a 250,000
b Total of all amounts reported on line 4 for all royalty properties . . . . 23b 0
¢ Total of all amounts reported on line 12 for all properties . . . . . . 23c 0
d Total of all amounts reported on line 18 for all properties . . . . . . 23d 0
e Total of all amounts reported on line 20 for all properties . . . 23e ]
24 Income. Add positive amounts shown on line 21. Do not include any Iosses s w W . 24 20,000
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total Iosses here ” 25 |( 0)
26  Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts Il, 1ll, IV, and line 40 on page 2 do not apply to you, also enter this amount on
Schedule 1 (Form 1040 or 1040-SR), line 5, or Form 1040-NR, line 18. Otherwise, include this
amount in the totalon line41 onpage2 . . . . e e a e 26 20,000
For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11344L Schedule E (Form 1040 or 1040-SR) 2019 I_E VATO
: Cul\oUl TING
I— .G ROUP




Schedule 1: Schedule E
Rental Real Estate, royalties, partnerships, S-Corp

Auto and travel expense: Is the business really in need of a vehicle? Does the type of vehicle
match the service provided;i.e. do you need a Corvette to deliver goods? Is the company
expensing 100% of the vehicle cost, lease or payment while the vehicle is used primarily for
personal proposes?

Legal and professional services: Are these all business related? Do you see the family law firm in
this account? Personal tax returns?

Management fees: Are these reasonable or fair market?

Mortgage Interest: This line item can be utilized as an area for additional cash from the owner of
an entity. Did a new or increased mortgage appear on the books? Did the money leave the
business to another business or for unusually large purchases that appear to be unrelated to the
business.

Supplies: This may be smaller dollar amounts, but a review of the general ledger is always
warranted.

o §| CONSULTING
\GROUP

N\

Depreciation: This is a non-cash transaction that’s needs to be added back since it’s a reduction T‘LE\/ATO
in the value of the asset and not a cash expenditure. L



Federal 1040 Return (Schedule E)
Rental Real Estate, royalties, partnerships, S-Corp

2017 2018 2019

Tax-Basis Cash Flow  Tax-Basis Cash Flow  Tax-Basis Cash Flow
S-Corp, Rental Real Estate, Partnerships, etc. (Schedule E) - -

123 Main Street 75,000 125,000 78,000 128,000 82,000 132,000

» As shown in table above, This has the same effect as the
Schedule C Depreciation. By adding back the non-cash
depreciation, it gives a better indication of what the taxpayer
has regarding net income from this partnership.

> 1 will be addressing personal expenses in the business later in
the presentation

| SGROUP
N\
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E51119

[ Final K-1 [] Amended k-1 OMB No. 1545-0123
Schedule K-1 Pa Partner's Share of Current Year Income,
(Form 1065) 2019 Deductions, Credits, and Other ltems Federal 1040 Return
Department of the Treasury 1 | Ordinary business income (loss) 15  Credits

Internal Revenue Service For calendar year 2019, or tax year (‘I 00 OOO)

. . .
beginning | / 1 2019 | ending | / / | [ 2 |Netrental real estate income (loss) K-l DlStflbutlon

Partner’'s Share of Income, Deductions,

. 3 | Other net rental income (loss) 16  Foreign transactions
ctedlts, etc. » See back of form and separate instructions.
m Information About the Partnership 4a | Guaranteed payments for services
A Partnership’s employer identification number
12345 4b | Guaranteed payments for capital

B Partnership’s name, address, city, state, and ZIP code

4c | Total guaranteed payments

| Distributions

€ IRS Center where partnership filed return & 10,000 0 2
D D Check if this is a publicly traded partnership (PTP) 6a | Ordinary dividends > Thls 1S the key numb er that needs
IEI“ Information About the Partner

E  Partner's SSN or TIN (Do not use TIN of a disregarded entity. See inst.) 6b | Qualified dividends tO be uti]_iz ed tO prop erly identif}7

F  Name, address, city, state, and ZIP code for partner entered in E. See instructions. | 6¢ | Dividend equivalents 17 | Altemnative minimum tax (AMT) items h ﬂ f 1 o Th
Tom cash flow from a K-1 entity. The
234 Not main street 7 | Royalties
G D General partner or LLG E Limited partner or other LLC 8 Net short-term capital gain (loss) aS Sump tlon 1S that the

member-manager member

W1 [ pomestic partner O Foreign partner L i I R o e distributions is of cash and

H2 D If the partner is a disregarded entity (DE), enter the partner's:

TIN Mame 9b | Collectibles (28%) gain (loss) PR
1 What type of entity is this partner? marketable securities.

If this partner is a retirement plan (IRA/SEP/Keogh/etc.), check here [ 9c¢ | Unrecaptured section 1250 gain
J Partner's share of profit, loss, and capital (see instructions):

Beginning Ending 10 | Net section 1231 gain (loss)

Profit 40 % 40 % 19 Distributions . . . .

Lo 10 % i gy [ (B irmrnetond ‘ 200,000 » The distributions incorporate all

Capital 40 o 40 o

if i h f nership inters .. . . . . .

Check if decrease is due to sale or exchange of partnership interest O — the lncome that the lndlvldual Wl]l

K Partner's share of liabilities: 12 | Section 179 deduction . . . .
e recetve from the entity, i.e. interest
Nonrecourse . . 8 $ ther deductions b}

il : that was discussed prior.

Recourse . . . § $

[]_Check this box if tem K includes liability amounts from lower tier partnerships.

L Partner's Capital Account Analysis
14 | Self-employment eamnings (loss)
Beginning capital account $ 1,000,000
Capital contributed during the year . . § Q
Current year net income (loss) . $ (1 O0.000)
Other increase (decrease) (attach explanatior) $ 0 21 |:| Mare than one activity for at-risk purposes*
Withdrawals & distributions . . . $( 200,000) | 22 [[] More than one activity for passive activity purposes®
Ending capital account . . . . § 700,000 | *See attached statement for additional information.
=
=
M Did the partner contribute property with a built-in gain or loss? o
@
] ves [X] No _Ii“Yes.” attach statement. See instructions. g
N Partner's Share of Net Unrecognized Section 704(c) Gain or (Loss) @ LE VATO
Beginning . . . . . . . . § =
gmming 5 = )| CONSULTING
Ending . . . . . . . . . § ‘GROUP
For Paperwork Reduction Act Notice, see Instructions for Form 1065. www.irs.gov/Form1065 Cat. No. 11394R Schedule K-1 (Form 1065) 2019 - )




Federal 1040 Return
K-1 Distribution

2017 2018 2019
Tax-Basis Cash Flow Tax-Basis Cash Flow Tax-Basis Cash Flow

S-Corp, Rental Real Estate, Partnerships, etc. (Schedule E) - -
12345 Company (K-1) 100,000 125,000 125,000 75,000 (100,000) 200,000

» An adjustment should be made to the taxpayers’ Schedule E income in determining the
taxpayers’ cash flow. Schedule E income related to the taxpayers’ ownership interest in
any pass-through entities (and reported to them on Schedule K-1s for each entity) have
been removed, as these amounts represent income on which the taxpayer are taxed and
not cash amounts received by the taxpayer. Second, distributions received by the
taxpayer related to the interests in any pass-through entities have been added to
Schedule E cash flow, as these items represent cash received by the taxpayer that is not
included in the taxpayers’ taxable income.

55540032
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Schedule 1: Review of General Ledger
Personal Expenses, Schedule C and Schedule E

ABC and 12345 Company
FY2019 - General Ledger - Detail

Recruitment & Training 11/30/2019 ERS867 Smith, John $ 91.00
Recruitment & Training 9/28/2019 2018-09 Amex American Express Business 61.38
Recruitment & Training 10/29/2019 2018-10 Amex American Express Business 140.77
Selling Expense 1/29/2019 2018-01 Amex American Express Business 710.28
Selling Expense 2/26/2019 2018-02 Amex American Express Business 1,226.46
Selling Expense 3/29/2019 2018-03 Amex American Express Business 1,342.64
Computer Expenses 5/29/2019 2018-05 Amex Ametican Express Business 639.72
Computer Expenses 6/28/2019 2018-06 Amex American Express Business 956.57
Computer Expenses 7/29/2019 2018-07 Amex American Express Business 164.25
ABC Family Law 11/28/2019 2017-11 Amex American Express Business 5,599.50
Corporate Auto Expense 1/29/2019 2018-01 Amex American Express Business 1,451.01
Corporate Auto Expense 2/28/2019 ER877 Smith, John 192.68
Corporate Auto Expense 3/29/2019 2018-03 Amex American Express Business 259.00
Corporate Auto Expense 3/31/2019 ER891 Smith, John 142.35
Home Insurance 1/29/2019 2018-01 Amex American Express Business 7,031.00
Home Insurance 1/31/2019 ERS876 Smith, John 2,125.00
Home Insurance 2/28/2019 ERS877 Smith, John 3,290.62
Employee Medical Insurance Premium 1/29/2019 2018-01 Amex American Express Business 120.00
Employee Medical Insurance Premium 1/31/2019 ERS876 Smith, John 309.17
Employee Medical Insurance Premium 2/28/2019 ER877 Smith, John 12,109.81
Office Expense 11/28/2019 2017-11 Amex American Express Business 1,242.45
Office Expense 5/29/2019 2018-05 Amex Ametican Express Business 1,022.31
Office Expense 7/29/2019 2018-07 Amex American Express Business 1,322.43

$41,550.40

LEVATO
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Schedule 1: Review of General Ledger (Cont.)
Schedule C and Schedule E and Personal Expenses

ABC and 12345 Company
FY2019 - General Ledger - Detail

Payroll 5/29/2019 2018-05 Amex Smith, Emily $ 8,520.00
Payroll 12/31/2019 ER878 Smith, Emily 14,350.00
$22,870.00

ABC and 12345 Company
FY2019 - General Ledger - Detail

Contract Labor

3/31/2019 ER891 Smith, John $ 7,218.33
Contract Labor 11/28/2019 2017-11 Amex Smith, Tim 3,867.60
$11,085.93

: LEVATO
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Tax-Basis Cash Flow  Tax-Basis Cash Flow  Tax-Basis Cash Flow
Income

Wages, Salaries, Tips, etc.
Mt./Mrs XXXX's Wages (XXXX Inc) $ 76,491 $ 94,491 $ 87,200  $105,200 $120,800 § 139,800

Taxable Interest (Schedule B)
Chatles Schawb #xxx4 474 474 432 432 402 402
Chatles Schawb #xxx5 152 152 372 372 160 160
Chatles Schawb #xxx6 3 3 1 1 2 2
Chatles Schawb #xxx7 832 832 804 804 49 49
JP Morgan #xxx2 5 5 29 29 127 127
JP Morgan-Chase Bank 33 33 340 340 15 15
JP Morgan-Chase Bank 47 47 49 49 52 52
JP Morgan #xxx3 57 57 60 60 63 63
KBB & Co LP (K-1 Interest) 138 - 152 - 175 -
BBK & Co LP (K-1 Interest) 350 - 425 - 395 -
Merrill Lynch #xxxx5 54 54 258 258 369 369
Merrill Lynch #xxxx6 25 25 71 71 32 32
LCG & Co LP (K-1 Interest) 275 - 432 - 448 -
MST & Co LP (K-1 Interest) 185 - 196 - 168 -
Morgan Stanley #xxxxx7 53 53 49 49 63 63
Tax-Exempt Interest 5,748 5,748 7,772 7,772 5,318 5,318

Ordinary Dividends
Chatles Schawb #0672 7,887 7,887 31,972 31,972 33,250 33,250
Chatles Schawb #2504 9,105 9,105 8,500 8,500 7,905 7,905
Chase Schwab #6101 353 353 1 1 2 2
Chase Schwab #6102 22,435 22,435 23,497 23,497 24,635 24,635
Chatles Schwab #9218 34,023 34,023 32,867 32,867 36,033 36,033
KBB & Co LP (K-1 Dividend) 1,802 1,802 1,203 1,203 2,465 2,465
BBK & Co LP (K-1 Dividend) 7,454 7,454 6,429 6,429 7,872 7,872
Merrill Lynch #20625 7,892 7,892 6,958 6,958 5,986 5,986
Merrill Lynch #27514 4,952 4,952 6,170 6,170 76 76
Mertill Lynch #20635 10,863 10,863 11,732 11,732 7,861 7,861
Morgan Stanley #167677 1,333 1,333 1,285 1,285 1,396 1,396
LCG & Co LP (K-1 Dividend) 3,726 3,726 4367 4367 4218 4218 I_E' LEVATO
MST & Co LP (K-1 Dividend) 5,898 5,898 5,835 5,835 4,935 4,935 . ":ﬁGRQUP
Tax-Exempt Intetrest 57,485 57,485 77,729 77,729 53,184 53,184 N\



Ordinary Dividends

Chatles Schawb #0672 7,887 7,887 31,972 31,972 33,250 33,250
Chatles Schawb #2504 9,105 9,105 8,500 8,500 7,905 7,905
Chase Schwab #6101 353 353 1 1 2 2
Chase Schwab #6102 22,435 22,435 23,497 23,497 24,635 24,635
Chatrles Schwab #9218 34,023 34,023 32,867 32,867 36,033 36,033
KBB & Co LP (K-1 Dividend) 1,802 1,802 1,203 1,203 2,465 2,465
BBK & Co LP (K-1 Dividend) 7,454 7,454 6,429 6,429 7,872 7,872
Mertrill Lynch #20625 7,892 7,892 6,958 6,958 5,986 5,986
Mertill Lynch #27514 4,952 4,952 6,170 6,170 76 76
Merttill Lynch #20635 10,863 10,863 11,732 11,732 7,861 7,861
Mortgan Stanley #167677 1,333 1,333 1,285 1,285 1,396 1,396
LCG & Co LP (K-1 Dividend) 3,726 3,726 4,367 4,367 4218 4,218
MST & Co LP (K-1 Dividend) 5,898 5,898 5,835 5,835 4,935 4,935
Tax-Exempt Interest 57,485 57,485 77,729 77,729 53,184 53,184
Taxable Refunds, Credits, or Offsets = n/a = n/a = n/a

Alimony received = = - . - -
Business Income or (Loss) (Schedule C)

ABC Company 190,000 282,000 180,000 272,000 188,000 280,000
Capital Gain or (Loss) (Schedule D) (3,000) n/a (1,500) n/a 182,929 n/a
Other Gains or (Losses) (Form 4797) - = = - - -
IRA Distributions = = - - .

Pensions and Annuities - - - - -
S-Cotp, Rental Real Estate, Partnerships, etc. (Schedule E) - - -
123 Main Street 75,000 125,000 78,000 128,000 82,000 132,000

12345 Company (K-1) 100,000 125,000 125,000 75,000 (100,000) 200,000
Farm Income or (Loss) - - = - -

Unemployment Compensation - - = = . -
Social Security Benefits = = - - . .

Other Income - Miscellaneous - - - - _ _
Subtotal Pre-Tax Income 622,130 809,182 698,687 808,982 671,385 948,270

Personal expenses paid by ABC and 12345 Company 30,000 15,000 41,550
Excess payroll paid by ABC and 12345 Company 10,000 20,000 22,870
Excess Contract Labor paid by ABC and 12345 Company 5,000 8,000 11,086

Total Adjusted Pre-Tax Gross Income / Cash Flow $ 622,130 $ 854,182 $ 698,687 $ 851,982 $ 671,385 $1,023,776
ncrease in Cash Flow over Taxable Income $ 232,052 $ 153,295 $ 352,391

(SRR

\




Added Bonus:

(As lawyers I hope you appreciate this disclosure: I am not, nor
have I been qualified as a valuation expert BUT my work has been
utilized to assist in the normalization of the income statements of

companies-So I can give you MY view)

How can all this also affect the Valuation of the
Company?
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Questions?
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Thank you
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Tom lLevato, CPA, CFE. CFF

Tom(@levatoconsultinggroup.com
708-257-3509
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