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{ Exhibit 1

Frieda
Facelift

/Magic Mirror Plastic Surgery, Inc.\

« S Corporation / Surgery Practice
« Awarded to Pam in dissolution

. Pam & Louie draw equal salaries /
« Not all income is distributed

« S Corp. bought out founder (“Frieda”) in 2008

60%

Glamour Manor, LLC \

for $2M — 20Yr Note @ 5%. Frieda held 50%. T
. Business Plan: Funds are needed to equip new + Awarded to Pam in dissolution
surgery center + No salaries paid

« Not all income is distributed
Leases . Business Plan: Funds needed to build

new surgery center & increase

Building \footprint j
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Magic Mirror Plastic Surgery, Inc.

2011 Statement of Revenues & Expenses -- Income Tax Basis

Revenues S 3,600,000
Expenses:

Pam's salary 400,000

Louie's salary 400,000

Interest, rent, operating expenses 1,800,000

Depreciation 200,000

Total Expense 2,800,000

Excess of Revenues over Expenses S 800,000

2011 Statement of Retained Earnings -- Income Tax Basis

Beginning S 400,000

Excess of Revenues over Expenses 800,000

Sub S Distribution to Pam (180,000)

Sub S Distribution to Louie (120,000)

Ending retained earnings S 900,000

| Exhibit 2-A |

Notes

If on accrual basis, equivalent to
an Income Statement

Deprec. = 550k plus
Section 179 = $150k =

=line 1 less line 7

=line 8

=line 28
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Magic Mirror Plastic Surgery, Inc.
Statement of Assets, Liabilities & Stockholders' Equity -- Income Tax Basis
e o 2010 2011
Cash S 280,000 280,000
Supplies 200,000 250,000
Equipment 925,000 1,075,000
Accumulated depreciation (150,000) (350,000)
Goodwill 1,720,000 1,720,000
Total Assets S 2,975,000 2,975,000
|Liabilities:
Line of credit S 531,000 150,000
Loan: Equipment 150,000 100,000
Loan: Frieda 1,794,000 1,725,000
Total Liabilities 2,475,000 1,975,000
Stockholders' Equity:
Common stock 100,000 100,000
Retained earnings 400,000 900,000
Total Stockholders' Equity 500,000 1,000,000

{Exhibit 2-B %

If on accrual basis, equivalent to
a Balance Sheet

See line 6 for Section 179 note

line 23: $50,000 principal repaid
2011

line 24: 569,000 principal repaid
2011

=line 13
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OMB No. 1545-0130

. 11208 U.S. Income Tax Return for an S Corporation

» Do not file this form unless the corporation has filed or is
attaching Form 2553 to elect to be an S corporation.

Department of the Treasury » See separate instructions.

Internal Revenue Service

2011

Exhibit 3-A

For calendar year 2011 or tax year beginning , 2011, ending , 20
A S election effective date Name D Employer identification number
1/1/2000 TYPE |MAGIC MIRROR PLASTIC SURGERY, INC. 98-7654321
B Business activity code Number, street, and room or suite no. If a P.O. box, see instructions. E Date incorporated
number (see instructions) OR 1234 ANY STREET 1112000
621111 PRINT "Gty ortown, state, and ZIP code F Total assets (see instructions)
C Check if Sch. M-3 attached [_] ANY TOWN, CA 91711 s 2,975,000

G s the corporation electing to be an S corporation beginning with this tax year? [ Yes No  If “Yes,” attach Form 2553 if not already filed

H Checkif: (1) [0 Finalretun (2) (] Namechange  (3) [J Addresschange  (4) (] Amended retum  (5) [J S election

termination or revocation

I Enter the number of shareholders who were shareholders during any part of the tax year > 2
Caution. Include only trade or business income and expenses on lines 1a through 21. See the instructions for more mformat{on
1a Merchant card and third-party payments. For 2011, enter-0-. . . | 1a 2,000,000
b Gross receipts or sales not reported on line 1a (see instructions). . | 1b 1,600,000
¢ Total. Add lines1aand1b. . . . . .| 1e 3,600,000
@ d Returns and allowances plus any other ad]uslments {see |nslruct\ons) 1d 0
g e Subtract line 1d from line 1c . .o 1e 3,600,000
g 2  Cost of goods sold (attach Form 1125-, A) 2
| 3 Gross profit. Subtract line 2 from line 1e 3
4  Net gain (loss) from Form 4797, Part Il, line 17 (attach Form 479 7) 4
5 Other income (loss) (see instructions—attach statement) P 5
6 Total income (loss). Add lines 3through5 . . . . . . . . . . . . . . . . & 6 3,600,000
‘E? 7  Compensation of officers . 7 800,000
2| 8 Salaries and wages (less employmenr cred\ts) 8 1,260,300
%’ 9  Repairs and maintenance . 9
< |10 Baddebts 10
2111 Rents . : 1 450,000
5 12  Taxes and licenses . 12
5113 Interest 13 89,700
@ 14  Depreciation not clalmed on Furm 1125 Aor elsewhere on return (amich Furm 456‘2) 14 50,000
'57‘; 15 Depletion (Do not deduct oil and gas depletion.) . 15
2116  Advertising . 16
@ 17 Pension, proflt-shar\ng etc., p\ans. . 17
;,9_, 18  Employee benefit programs . 18
g 19 Other deductions (attach statement) e 19
'8 20 Total deductions. Add lines 7 through 19 . . . B ) 2,650,000
Q| Ordinary business income (loss). Subtract line 20 from I\ne 6 21 950,000
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Form 11208 (2011) Page 2
Other Information_(see instructions) Yes[ No
1 Check accountingmethod: a [[Cash b [JAccrual ¢ [JOther(specify)® .
2  See the instructions and enter the:
a Business activity » HEALTHCARE b Product or service » PLASTIC SURGERY
3 At the end of the tax year, did the corporation own, directly or indirectly, 50% or more of the voting stock of a domestic
corporation? (For rules of attribution, see section 267(c).) If “Yes," attach a statement showing: (a) name and employer
identification number (EIN), (b) percentage owned, and (c) if 100% owned, was a qualified subchapter S subsidiary
election made? v
4 Has this corporation hled oris it requued to ﬁle Form 8918 Matenal Advxsor Dlsclosure statement to provnde
information on any reportable transaction? R R N W B v
5  Check this box if the corporation issued publicly offered debl |nstmmenls wnh onglnal issue dlscoum .. .. O
If checked, the corporation may have to file Form 8281, Information Return for Publicly Offered Original Issue Discount
Instruments.
6 If the corporation: (a) was a C corporation before it elected to be an S corporation or the corporation acquired an
asset with a basis determined by reference to the basis of the asset (or the basis of any other property) in
the hands of a C corporation and (b) has net unrealized built-in gain in excess of the net recognized built-in gain
from prior years, enter the net unrealized built-in gain reduced by net recognized built-in gain from prior years (see
instructions) . .. » 8
7 Enterthe accurnulated earnings and proflts of the corporatlon at the end of the tax year. $
8  Are the corporation’s total receipts (see instructions) for the tax year and its total assets at the end of the tax year less
than $250,0007 If “Yes,” the corporation is not required to complete Schedules L and M-1 CHER T
9  During the tax year, was a qualified subchapter S subsidiary election terminated or revoked? If "Yes," see instructions .
10a Did the corporation make any payments in 2011 that would require it to file Form(s) 1099 (see instructions)? v
b If “Yes,” did the corporation file or will it file all required Forms 1099?. S G m W mal e oe i @ & v
Shareholders’ Pro Rata Share Items Total amount
1 Ordinary business income (loss) (page 1,line21) . . . . . . . . . . . . . . 1 950,000
2 Netrental real estate income (loss) (attach Form8825) . . . . . . . . . . . . 2
3a Other gross rental income (loss) . . . &% o« a | S8
b Expenses from other rental activities (atlach sraternent) e Y
¢ Other net rental income (loss). Subtract line 3b fromline3a . . . . . . . . . . 3c
ﬁ-ﬁ Interest income . . . 4
g 5  Dividends: a Ordinary dlvndends SOE SR SR PR OLWLE B BROER VB 5a
o b Qualified dividends . . . . . . . . . . |5b
5 6 Royalties . . . d D oD W 6
£| 7 Netshort-term capnal gain (Ioss) (atrach Schedule D (Form 11208)) R EE i
8a Net long-term capital gain (loss) (attach Schedule D (Form 1120S)) . . . . . . . . 8a
b Collectibles (28%) gain (loss) . . . @ w = | 8B
¢ Unrecaptured section 1250 gain (attach statemenl) Lo m—
9  Net section 1231 gain (loss) (attach Form4797) . . . . . . . . . . .« . . . 9
10  Other income (loss) (see instructions) . . Typeb» 10

Form 11208 (2011)

Exhibit 3-B
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Form 11208 (2011) Page 3
Shareholders’ Pro Rata Share ltems (continued) Total amount
@
g 11 Section 179 deduction (attach Form4562) . . . . . . . . . . .« .« . . . 1 150,000 EX h i b it 3 - C
k- 12a Contributions . . . e 12a
-§ b Investmentinterestexpense . . . . . . . . . . . . . . . . . . . 12b
a ¢ Section 59(g)(2) expenditures (1) Type » _ (2) Amount > [12c(2)
d_ Other deductions (see instructions) . . . 12d
13a Low-income housing credit (section 42()(5)) . . . . . . . . . . . . . . . 13a
b Low-income housing credit (other) . . e 13b
2 ¢ Qualified rehabilitation expenditures (rental real estate} (at'rach Furm 3468) e e 13¢
g d Other rental real estate credits (see instructions) Type P 13d
o e Other rental credits (see instructions) . . . Type » 13e
f Alcohol and cellulosic biofuel fuels credit (attach Form 6478) . . . . . . . . . 13f
g Other credits (see instructions) . . . . . Type > 13g
14a Name of country or U.S. possession b
b Grossincome fromallsources . . . . . . . . . . . . L. . L L L 14b
¢ Gross income sourced at shareholder le Thi - - 14c
Foreign gross income sourced at corpory 1S _pa ge is more i mporta nt than
d Passivecategory . . . . . . the first page of Form 1120S. 14d
2 e Generalcategory . . . . . . . 14e
2 f  Other (attach statement) . . . 0 Sec. 179 at line 11 14f
§ Deductions allocated and appumoned a
8 g Interest expense P . . 14g
s b Oter. . . . o Distributions at line 16d 14h
E; Deductions a/l'ucated and appurtloned ai
g i Passivecategory . . . . . . .| OLine 18 should agree to the 14i
& j Generaicategory . . . . . . .| financial statements 14
k  Other (attach staremenr) P (ﬂOt page one of Form 1 1208) 14k
Other information
| Total foreign taxes (check one): > [ A 141
m Reduction in taxes available for credit (attach statement) . . . . . . . . . . . 14m
n Other foreign tax information (attach statement)
15a Post-1986 depreciation adjustment . . . . . . . . . . . . . . . . . 15a
2 E E b Adjusted gainorloss . . . e e 15b
F 5 % ¢ Depletion (other than oil and gas) .. Ce e e 15¢
E E E d Oil, gas, and geothermal properties—gross income . . . . . . . . . . . . 15d
<5< e Oil, gas, and geothermal properties—deductions . . . . . . . . . . . . . 15¢
f Other AMT items (attach statement) . . . . . . . . . . . . . . . . . 15f
- 16a Tax-exemptinterestincome . . . . . . . . . . . . . . . . . . . 16a
E § w b Other tax-exemptincome . . . . . . . . . . . . . . . . . . . 16b
5 S 2 ¢ Nondeductible expenses . . e 16c
E _E @ d Distributions (attach statement if requlren‘) (see ms!ructlons) Coe e e e 16d 300,000
e e Repayment of loans from shareholders . . . . . . . . . . . . . . . . 16e
H 17a Investmentincome . . . . . . . . . L L L L L L L L L L L 17a
E E b Investment expenses . . Lo e 17b
55 ¢ Dividend distributions paid 1rom accumulated earnings and protlts Lo e 17¢c
= d_ Other items and amounts (attach )
<
§ K 18  Income/loss reconciliation. Combine the amounts on lines 1 through 10 in the far right
[ column. From the result, subtract the sum of the amounts on lines 11 through 12d and 14/ 18 800,000
Form 11208 (2011) 7.
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Form 11208 (2011)

Schedule L

14
15

16
17
18
19
20
21
22
23
24
25
26
27

Balance Sheets per Books

Assets
Cash
Trade notes and accounis recewable
Less allowance for bad debts .
Inventories .
U.S. government obllgatmns . .
Tax-exempt securities (see rnsrmcrrons)
Other current assets (attach statement) .
Loans to shareholders .
Mortgage and real estate loans
Other investments (aftach statement)
Buildings and other depreciable assets .
Less accumulated depreciation
Depletable assets
Less accumulated depletion
Land (net of any amortization) .
Intangible assets (amortizable only) .
Less accumulated amortization
QOther assets (attach statement)
Total assets .
Liabilities and Sharehnlders Equn:y
Accounts payable
Mortgages, notes, bonds payable in Iess than1 year
Other current liabilities (attach statement)
Loans from shareholders
Mortgages, notes, bonds payablelm year or more
Other liabilities (attach statement)
Capital stock .
Additional paid-in caplta\
Retained earnings .
Adjustments to shareholders’ equny (arfach sraremenr)
Less cost of treasury stock
Total liabilities and shareholders’ equity

Exhibit 3-D

Top of Page

Page 4
Beginning of tax year End of tax year
(a) (b) (c) (d)
280,000 280,000 | \.
) )
925,000 1,075,000
150,000 ) 775,000 350,000 ) 725,000
) )
) )
1,920,000 1,970,000
2,975,000 2,975,000
381,000 0
2,094,000 1,975,000
100,000 100,000
400,000 900,000
( ) ( )
2,975,000 2,975,000
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3-D Bottom

Exhibit 3-D

m Reconciliation of Income (Loss) per Books With Income (Loss) per Return
Note. Schedule M-3 required instead of Schedule M-1 if total assets are $10 million or mere—s Bottom of Page

Net income (loss) per books . . . . . . 900,000 5 |ncome recorded on books this year not include
2 Income included on Schedule K, lines 1, 2, 3c, 4, on Schedule K, lies 1 through 10 {femize}
5a, 6, 7, 8a, 9, and 10, not recorded on books this a Tax-exempt interest$
year (itemize)
3 Expenses recordedThe Sec. 179 is not deducted 6 Deductions included on Schedule K,
included Sched - . . ;
InCL! e .On. che uﬂ_om Ordlnary income on line 2. Ilnels 1 lhrough 12 and ?4I, not‘char‘ged
14| (itemize): X against book income this year (itemize):
It is deducted by shareholder. a Depreciation $

7 Addlines5and6

4  Add lines 1 throughfx e e e e . 8 Income (loss) (Schedule K, line 18). Line 4 less line 7 900,000
Analys\iof Accumulated Adjustments Account, Other Adjustments Account, and Shareholders’

a Depreciation § —|
b Travel and enteﬁ%See line 11 of Schedule K-1.

Undistrtbuted Taxable Income Previously Taxed (see instructions)
(a) Accumulated (b) Other adjustments (c) Shareholders’ undistributed
adjustments account account taxable income previously taxed
1 Balance at beginning of ear . . . . . 400,000
2  Ordinary income from page \, line21 . . . 950,000 - -
3 Other additions . . . . - H—Lme 2 950K less line 5 150k =
4 Lossfrompaged,line21 . . . . . . . || ) 800k x 60% to Pam = 480k
5  Otherreductions . . Sec. 179 deduct. ( 150,000 )
6 Combinelines 1 throughs. . . . . . . 1,200,000
7  Distributions other than dividend distributions 300,000
8  Balance at end of tax year. Subtract line 7 from line 6 900,000 0 0

Form 11208 2011)
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10

i 4562 Depreciation and Amortization
(Including Information on Listed Property)
Department of the Treasury

Internal Revenue Service  (99) P See separate instructions. P Attach to your tax return.

OMB No. 154

201

Attachment

Exhibit 3-E

Sequence No. 179

MName(s) shown on retum Business or activity to which this form relates
MAGIC MIRROR PLASTIC SURGERY, INC. HEALTHCARE

Identifying number

98-7654321

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

1 Maximum amount (see instructions)
2 Total cost of section 179 property placed in service (see instructions)

150,000

3 Threshold cost of section 179 property before reduction in limitation (see |nstruct|ons]

4 Reduction in limitation. Subtract line 3 from line 2. If zero or less, enter -0- .

5 Dollar limitation for tax year. Subtract line 4 from line 1. If zero or less, enter 0— If marned fllng
separately, see instructions

BN =

(5]

8 (a) Description of property (b) Cost (business uss only) [::) Elected cost

7 Listed property. Enter the amount from line29 . . . . \ 7

8 Total elected cost of section 179 property. Add amounts in column (c) I|nes 6and7

9 Tentative deduction. Enter the smaller of line 5 orline 8 . .
10 Carryover of disallowed deduction from line 13 of your 2010 Form 4562
11 Business income limitation. Enter the smaller of business income (not less than zero) or line 5 (see |nstruct|0ns}
12 Section 179 expense deduction. Add lines 9 and 10, but do not enter more than line 11

8

9

10

11

12

13 Carryover of disallowed deduction to 2012. Add lines 9 and 10, less line 12 » | 13 |

Note: Do not use Part Il or Part lll below for listed property. Instead, use Part V.

LIl Special Depreciation Allowance and Other Depreciation (Do not include listed property.) (See instructions.)

14 Special depreciation allowance for qualified property (other than listed property) placed in service
during the tax year (see instructions) e

14
15 Property subject to section 168(f)(1) election . 15
16 Other depreciation (including ACRS) . . 16
MACRS Depreciation (Do not |nc|ude Ilsted property ) (See |nstruct|ons)
Section A
17 MACRS deductions for assets placed in service |n tax years beginning before 2011 . L. 17 50,000
PPN Lomtine & o el ) i tho b " L

10
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11

Magic Mirror Plastic Surgery, Inc.

Depreciation

Date Acq.

Medical equipment 6/30/2011

Medical equipment 12/20/2008

All Other not disclosed

Total

[ Exhibit 3-F }

section 179 Basis to Prior Current
Cost Current - Method Life -
- - Depreciate — = Years Year
Year
150,000 150,000 - - - - -
250,000 - 250,000 S/L 5 100,000 50,000
675,000 not disclosed 50,000 -
1,075,000 150,000 150,000 50,000

Statement 1

11
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12

OMB No. 1545-0130

[ Final K-1 [ Amended K-1

Shareholder’s Share of Current Year Income,
Deductions, Credits, and Other Items

Ordinary business income (loss) | 13 | Credits
570,000

Schedule K-1
(Form 1120S) 2@ 1 1
Department of the Treasury
Intemnal Revenue Service For calendar year 2011, or tax
year beginning L2011
ending .20
hareholder’s Share of | Deductions,

Credits, etc.

> See back of form and separate instructions.

Nt rerital real estata income oSS ff\

Line 21 of form
11208 = $950,000

3| Other net rental income (loss)

Information About the Corporation

&

Interest income: X 60% ownership =

A Corporation’s employer identification number

98-7654321

$570,000

5a | Ordinary dvidends

Exhibit 4-A

B Corporation’s name, address, city, state, and ZIP code
MAGIC MIRROR PLASTIC SURGERY, INC.
1234 ANY STREET

ANY TOWN. CA 91711

2

5b | Qualified dividends 14 | Foreign transactions

6 | Royaities

7| Net short-term capital gain 055

C IRS Center where corporation filed retumn
FRESNO

Ba | Net long-term capital gain (loss]

Information About the Shareholder

8b | Gollectibles (28%) gain {loss)

D Sharcholder's identifying number

8c | Unrecaptured section 1250 gain

ANOTHER TOWN, CA 91711

123-45-6789
E  Sharsholder's name, address, city, state, and ZIP code 9 | Netsection 1231 gain (loss)
PAM PAYOR
3456 ANOTHER STREET 10| Other income (oss) 15 | Altemative minimum tax (AMT) tems|

F  Shareholder’s percentage of stock

See next page for

Line 11: Sec. 179 Deduction  (90k)

For IRS Use Only

Effective pass-thru income 480k

ownership for tax year . . . 60 % codes
W gt ; . 11 | Section 178 deduction 16 | items affecting shareholder basis|
The "net" pass-thru income for Pam is: 90,000| D 180,000
12 | Other deductions
Line 1: Ordinary Business Inc. 570k
less:
Section 179 The Statement of

deduction equals Retained Earnings

$150,000 x 60% = -
$90,000 as the "Sub S

Distribution to
Pam"

|__|shows this amount ||

12
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Schedule K-1 (Form 11208) 2011

Page 2

This list identifies the codes used on Schedule K-1 for all shareholders and provides summarized reporting information for shareholders who
file Form 1040. For detailed reporting and filing information, see the separate Shareholder’s Instructions for Schedule K-1 and the

instructions for your income tax return.

Code Report on
1. Ordinary business income (loss). Determine whether the income (loss) is M Credit for increasing research
passive or nonpassive and enter on your return as follows: activities See the Sharsholder's Instructic . .
Report on N Credit for employer social security EX h | b | t 4— B
Passive loss See the Shareholder's Instructions and Medicare taxes See the Shareholder’s Instructior
Passive income Schedule E, line 28, column (g) O Backup withholding Form 1040, line 62
Nonpassive loss Schedule E, line 28, column (h) P Other credits See the Shareholder's Instructions
Nonpassive income Schedule E, line 28, column () 14. Foreign transactions
2. Netrental real estate income (loss)  See the Shareholder’s Instructions Name of country or U.S.
3. Other net rental income (loss) possession
Net income Schedule E, line 28, column (g) B  Gross income from all sources Form 1116, Part |
Net loss See the Shareholder’s Instructions C  Grossincome sourced at
4. Interest income Form 1040, line 8a shareholder level

5a. Ordinary dividends
5b. Qualified dividends

8b.

8c.

Royalties

Net short-term capital gain (loss)
. Net long-term capital gain (loss)
. Collectibles (28%) gain (loss)

. Unrecaptured section 1250 gain

Form 1040, line 9a

Form 1040, line 9b

Schedule E, line 3b

Schedule D, line 5

Schedule D, line 12

28% Rate Gain Worksheet, line 4
(Schedule D instructions)

Foreign gross income sourced at corporate level
D Passive category
E  General category
F  Other
Deductions allocated and apportioned at shareholder level

G Interest expense Form 1116, Part |

H Other Form 1116, Part |

Deductions allocated and apportioned at corporate level to foreign source

] Form 1116, Part |

9. Net section 1231 gain (loss)

10.

Other income (loss)

Code

A Other portfolio income (loss)

B Involuntary conversions

C  Sec. 1256 contracts & straddles

D Mining exploration costs recapture See Pub. 535

E__ Otherincome (loss]

11. Section 179 deduction

See the Shareholder’s Instructions neome
| Passive category

See the Shareholder’s Instructions J General category Form 1116, Part |
K Other

Qther information

12

Other deductions

Cash contributions (50%)
Cash contributions (30%)
Noncash contributions (50%6)
Nongcash contributions (30%)
Capital gain property to a 50%
organization (30%)

Capital gain property (20%)
Contributions (100%)
Investment interest expense
Deductions —royalty income
Section 59(¢)(2) expenditures
Deductions— portfolio (2% floon)
Deductions — portfolio (other)

FXS=I0T mMoOowmwr

Preproductive period expenses Ses the Shareholder’s Instructions

Qil, gas, & geothermal —deductions
Other AMT items
16. ltems affecting shareholder basis
A Tax-exempt interest income
B Other tax-exempt income
€ Nondeductible ses
E  Repayment of loans from
shareholders

See the Shareholder’s Instructions L  Total foreign taxes paid

See the Shareholder’s Instructions M Total foreign taxes accrued

Form 6781, line 1 N Reduction in taxes available for

credit
See the Shareholder’s Instructions O Foreign trading gross receipts
N N P Extraterritorial income exclusion
See the Shareholder’s Instructions Q  Other forsign transactions
15. Alternative minimum tax (AMT) items
A Post-1986 depreciation adjustment
B Adjusted gain or loss
. C  Depletion {other than oil & gas)
ie;rbh;ig::r’eholder s D Qi gas, & geothermal —gross income

E
F

Form 4952, line 1

Schedule E, line 19

See the Shareholder’s Instructions
Schedule A, line 23

Schedule A, line 28

Form 1116, Part Il
Form 1116, Part Il

Form 11186, line 12

Form 8873

Form 8873

See the Shareholder’s Instructions

See the
Shareholder's
Instructions and
the Instructions for
Form 6251

Form 1040, line 8b

See the Shareholder's
Instructions

13
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SECURED PROMISSORY NOTE

For value received, Magic Mirror Plastic Surgery, Inc. (“Payor™)
promises to pay to Acme Medical Equipment (“Payee”), or order, at 333 Lucre
Lane, Green Gulch, CA 98765 or at such other place as Payee shall from time to
time designate, the principal sum of Four Hundred Thousand Dollars and No
Cents ($250,000.00), with no interest. Principal shall be paid at the rate of
Fifty Thousand Dollars and No Cents ($50,000.00) per year, with the first
payment to be made on January 20, 2011 and subsequent payments to be made
on the first day of each year until all principal has been paid in full.

Should default be made in the payment of any installment when due, all
principal shall become immediately due and payable at the option of the holder of
this note.

In the event that Payee employs legal counsel, or institutes legal action, to
enforce payments of this note, Payor shall pay reasonable attorneys fees incurred
by Payee.

This note is secured by a Security Agreement and UCC-1 Financing
Statement bearing even date herewith. In the event that Payor (trustor under said
deed of trust) sells, conveys or encumbers the property which is the subject
matter of said deed of trust, or any interest therein, Payee shall have the right, at
Payee's option, to declare this note immediately due and payable without further
notice to Payor.

12/20/2008 Pameta Payor

Date executed Pamela Payor, President

Magic Mirror Plastic Surgery, Inc.

[ Exhibit 5-A }

14
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Magic Mirror Plastic Surgery, Inc.
Loan Amortization Schedule -- Equipment

Exhibit 5-B }

A B C=B*0% D F =B+D+E

Principal

Payments )
Ending Balance
Beginning Interest @

Y Required
Year Balance 0% Required
1 2008 250,000
2 2009 250,000 i (50,000) 200,000
3 2010 200,000 - (50,000) 150,000 e 0 2000
iabilities
4 2011 150,000 : (50,000) 100,000 “ECeC 20
iabilities
5 2012 100,000 - (50,000) 50,000
6 2013 50,000 i (50,000) -

15
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Exhibits 1 to 5

7

Exhibits 6 to 10

Magic Mirror Plastic Surgery, Inc.

Loan Amortization Schedule -- Equipment

[ Exhibit 6 }

A B C=B*0% D E F =B+D+E
Principal Payments
Beginning Interest
Year BSIanceg 0% @ Required Optional | Ending Balance
1 2008 250,000
2 2009 250,000 - (50,000) = 200,000
3 2010 200,000 - (50,000) : 150,000 ~7ECen 10 2010
iabilities
4 2011 150,000 - (50,000) - 100,000 e 0 20M
iabilities
5 2012 100,000 - (50,000) - 50,000
6 2013 50,000 - (50,000) = -

16

Northern California Chapter AAML Symposium

Lodge at Sonoma

May 15, 2010



Exhibits 1to 5 |

Exhibits 6 to 10

SECURITY AGREEMENT

This Security Agreement is made by Magic Mirror Plastic Surgery, Inc.
("Debtor") and Acme Medical Equipment ("'Secured Party').

SECURITY INTEREST: The purpose of this Security Agreement is to secure
the payment of the indebtedness of the Debtor in that certain Promissory Note
signed by Debtor of even date herewith ("the Agreement™).

COLLATERAL: The collateral subject to this Security Agreement shall be:
TushTucker X552; Crow’s Feet Canceller (dual action model); Nature’s Lift, Model
911; and High-Speed Re-facer #88.

DEFAULT: Non-performance or non-payment when due of Debtor's
obligations described in the Agreement shall constitute a default under this
Agreement.

RIGHTS OF SECURED PARTY: Debtor hereby nominates and appoints

Collateral is located and to use for such purposes any equigfent or facilities of
Debtor. Debtor authorizes Secured Party to collect Teceive proceeds and
products of Collateral and this Agreement sha] cemed as an assignment thercof
the Secured Party.

ADDITIONAL RIGHT UPON DEFAULT: Upon the occurrence of any
default described above, Secured Party shall have any or all of the following rights
and remedies: (a) All rights and remedies of a Secured Party under the Uniform
Commercial Code including the right to a foreclosure sale, and (b) The right to
immediate possession of the collateral and to immediate re-entry on any premises
where the collateral is located.

SUCCESSORS: This Agreement shall be binding upon and inure to the
benefit of the successors, assigns, executors, administrators, heirs and devisees of
the Secured Party and the Debtor.

12/20/08 Pamela Payor
Date executed Pamela Payor, President
Magic Mirror Plastic Surgery, Inc.

Exhibit 7 }

Additional Right
Upon Default: Upon
the occurrence of any
default described
above, Secured Party
shall have any and all
of the following
rights and remedies:
...including the right
to a foreclosure sale...
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Exhibits 1 to 5

Exhibits 6 to 10

UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS (frant and back) CAREFULLY

JA. NAME & PHONE OF CONTACT AT FILER [optional]
Acmeln-House, Esq. (213-213-2132)

B. SEND ACKNOWLEDGMENT TO: (Name and Address)
l:cme In-House, Esq.

123 Security Street
Green Gulch, CA 98765

L

I

Exhibit

| Print | |Reset|

THE ABOVE SPACE E FOR FILE OFFICE USEONLY

1. DEBTOR'SEXACT FULLLEGAL NAME-i

name(1aor1b)-d

mes

12 ORGANIZATION'S NAME

Magic Mirror Plastic Surgery, Inc.

CR [10.INDIVIDUAL'SLAST NAME FIRST NAME TMIDDLE NAME TSUFFIX
1¢. MAILING ADDRESS CITY STATE POSTAL CODE COUNTRY
1234 Any Street Any Town CA 91711 USA
1d. SEEINSTRUCTIONS ADD'L INFORE ‘1e TYPE OF ORGANEZATION 1f. JURISDICTION OF ORGANEZATION 1g. ORGANIZATIONAL ID #, if any
ORGANEZATION
DERTOR | Sub-S Corp |CA | 98-765432 [Trone

2. ADDITIONAL DEBTOR'S EXACT FULL LEGAL NAME - insert only one debtor name (2a or 2k) - do not abbreviate or combine names

2a. ORGANZATION S NAME

oR 2b. INDIVIDUAL'S LAST NAME FIRST NAME [MIDDLE NAME SUFFIX
2¢. MAILNG ADDRESS CITY STATE |POSTAL CODE COUNTRY

20 SEEINSTRUCTIONS. ADD'LINFO RE | 2e. TYPE OF ORGANIZATION
ORGANIZATION

DEETOR |

2f. JURISDICTION OF ORGANIZATION

2g. ORGANIZATIONAL ID #, ifany

| [Tnone

3.SECURED PARTY'S NAME (or NAME of TOTAL ASSIGNEE of ASSIGNOR SIP) - insertonly ane secured party name (3a or 3k)

3a. ORGANZATION'S NAME

Acme Medical Equipment

OR 3b. INDIVIDUAL'S LAST NAME FIRST NAME MIDDLE NAME EUFFIX
"3c. MAILING ADDRESS CITY STATE POSTAL CODE COUNTRY

333Lucre Lane Green Gulch CA | 98765 USA
4. This FINANCING STATEMENT covers the following collateral:

TushTucker X552

Crow’s Feet Canceller (dual action model)
Nature’s Lift, Model 911

High-Speed Re-facer #88

18
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Exhibits 6 to 10

Exhibits 1 to -

[ Exhibit 9 ]

Magic Mirror Plastic Surgery, Inc.

Depreciation
Section 179 .
— | Basisto . . Current
Date Acq. Cost Current - Method Life Prior Year
Depreciate Year
Year
1 Medical equipment 6/30/2011 150,000 150,000 - - - - -
2 Medical equipment 12/31/2008 250,000 - 250,000 s/L 5 100,000 50,000
3 All Other not disclosed 525,000 not disclosed 50,000 -
4 Total 925,000] 150,000 150,000 | 50,000

Statement 1

Section 179 is not subtracted in
arriving at "ordinary business
income" in the S Corporation return.
Rather this amount is shown on a
separate line in Schedule K-1.

Unlike Section 179, the deduction for
current year depreciation is claimed
in arriving at ordinary business
income on page one of Form 1120S.

19
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I Exhibits 1 to - Exhibits 6 to 10

| e 10

OF THE AMERICAN ACADEMY —
OF PLASTIC SURGEONS [ Exhibit 10 J

Silverado Resort, Napa, California

Report of Office Management Section on
Useful Life of Equipment Items

Equipment Item: Ave. Useful Life:
The Office Management Sec TushTucker X552 5 years
the American Academy of Plastic Sw
presents these results of its compl Crow’s Feet Canceller (dual action model) 4 years
three- tud ted .
ee-year SUQY oft SUSSESIEC A Nature’s Lift, Model 911 5 years
practices for equipment repla
High-Speed Re-facer #88 6 years

The Office Management Section suggests AAPS Fellows
budget for replacement of the following equipment items
in the following average time periods:

Equipment Item: Ave. Useful Life:
TushTucker X552 5 years
Crow’s Feet Canceller (dual action model) 4 years P
Nature’s Lift, Model 911 5 years
High-Speed Re-facer #88 6 years

SPRING SYMPOSIUM |

20
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Exhibits 1to 5
|

UNSECURED PROMISSORY NOTE [ Exhibit 11-A ]

For value received, Magic Mirror Plastic Surgery, Inc. (“Payor”)
promises to pay to Frieda Facelift (“Payee”), or order, at 234 Retiree Road,
Green Gulch, CA or at such other place as Payee shall from time to time
designate, the principal sum of Four Hundred Thousand Dollars and No Cents
($1,929,000.00) along with interest thereon at the rate of 5% per annum.
Interest shall begin to accrue upon the execution of this note by Payor. Principal
and interest shall be paid as specified on the amortization schedule attached
hereto as Exhibit “A” and incorporated herein by this reference, with the first
payment to be made on January 1, 2009 and subsequent payments to be made on
the first day of each year until all principal and interest has been paid in full.

Should default be made in the payment of any installment when due, all
principal and interest shall become immediately due and payable at the option of
the holder of this note. Should interest not be paid when due, it shall thereafter
bear interest in the same manner as principal, provided that unpaid interest so
compounded shall not exceed an amount equal to simple interest on the unpaid
principal at the maximum rate permitted by law.

In the event that Payee employs legal counsel, or institutes legal action, to
enforce payments of this note, Payor shall pay reasonable attorneys fees incurred

by Payee.

12/20/08

Date executed

Pamela Payor
Pamela Payor, President
Magic Mirror Plastic Surgery, Inc. 21
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Exhibits 11 to 15

Exhibit A

Loan to Magic Mirror Plastic Surgery, Inc. { Exhibit 11-B ]

Principal b t Required
ayment Require
Year Interest @ 5% Payments
— @5% (1+P)
1 2008
2 2009 96,450 67,000 163,450
3 2010 93,100 68,000 161,100
4 2011 89,700 69,000 158,700
5 2012 86,250 70,000 156,250
20 2017 7,250 145,000 152,250

22
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I Exhibits 1 to

| A

Magic Mirror Plastic Surgery, Inc. [ Exhibit 12 }
Loan Amortization Schedule -- Frieda
A B C=B*5% D E F=B+D+E
Principal Payments
Beginni Int t
Year cginning nterest @ Required Optional Ending Balance
Balance 5%
1 2008 1,929,000
2 2009 1,929,000 96,450 (67,000) = 1,862,000
3 2010 1,862,000 93,100 (68,000) - 1,794,000 ~“Seres. o 2010
4 2011 1,794,000 89,700 (69,000) : 1,725,000 ~“TREeeelo 20U
5 2012 1,725,000 86,250 (70,000) = 1,655,000
20 2017 145,000 7,250 (145,000) - -
23
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Exhibits 11 to 15

BIG BRICK BANK
(“Our Banking Experience Is as Thick as a Brick!”) [ Exhibit 13-A }

335 Bullion Blvd., Green Gulch, California 98765
Phone (213) 232-3232

Email: mcduck@BucksLikeBricks.com

Albert Abundant, CPA
678 Integer Circle
Digitville, CA 98765

RE: Medical Equipment Financing Proposal
Dear Mr. Abundant:
Thank you for your inquiry. Subject to credit approval, Big Brick Bank is

pleased to make the following proposal to finance the purchase of the medical
equipment described in last week’s letter:

Proposed Borrower: Magic Mirror Plastic Surgery, Inc.
Proposed Lender: Big Brick Bank

Equipment to be financed: As described in Exhibit “A” attached
Loan amount $120,000

Loan term Five years

Interest rate 5%

Monthly loan payment $2,213.58

As you are undoubtedly aware, Big Brick Bank has earned an outstanding
reputation as a commercial lender, serving hundreds of businesses just like yours.

Please review and let me know whether our loan terms are acceptable. We
are prepared to act immediately. Sk

24
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Exhibits 11 to 15

13-B

I Exhibit 13-B 1

MAGIC MIRROR’S

$120,000 FINANCING FOR EQUIPMENT PURCHASE
AMORTIZATION SCHEDULE

Nominal Annual Rate: 5.000 %

Event Date Amount Number Period
1 Loan 12/31/2011 120,000.00 1
2 Payment 01/31/2012 26,562.91 5  Annual

25
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Exhibits 11 to 15

14

MEDICAL EQUIPMENT LEASING CORPORATION, INC.

(“It’s The Lease You Can Do!™)

456 Lessor Lane, Green Gulch, California 98765 { Exhibit 14 ]

Phone (213) 121-2121

Email: llessor@lease-is-more.com

Albert Abundant, CPA
678 Integer Circle
Digitville, CA 98765

RE: Medical Equipment Leasing Proposal
Dear Mr. Abundant:
Thank you for your inquiry. Subject to credit approval, Medical Equipment

Leasing Corporation, Inc. is pleased to make the following proposal regarding
medical equipment described in last week’s letter:

Proposed Lessee: Magic Mirror Plastic Surgery, Inc.

Proposed Lessor: Medical Equipment Leasing Corporation, Inc.
Equipment to be leased: As described in Exhibit “A,” attached

Lease term Five years

Total equipment cost $230,000

Initial capital reduction pmt. $110,000

Monthly lease payment $2,250

Buy-out at term end $1

As you are undoubtedly aware, Medical Equipment Leasing Corporation, Inc.,
has earned an outstanding reputation m leasing medical equipment to businesses just

like yours.

Please review and let me know whether our terms are acceptable. We are
prepared to act immediately.

Monthly
lease
payment
$2,250
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Exhibits 11 to 15

15 Top

Glamour Manor, LLC

Exhibit 15 } Top of Page

2011 Statement of Revenues & Expenses
Income Tax Basis

Rents received S 450,000
Expenses: A statement of Cash Flows is
not applicable to Income Tax
Interest, real estate taxes, etc. 150,000 . e .
v and Cash Basis financial
Depreciation 100,000 statements.
Total Expense 250,000
Excess of Revenues over Expenses $ 200,000 | = line 1 less line 5 also equals line 11
2011 Statement of Members' Capital
Income Tax Basis
Beginning Members' Capital S 570,000
Excess of Revenues over Expenses 200,000 | = line 7 (Pam's share = 5200k x 25% = 550k)
Distribution to Freida (60%) (24,000)| Jine 7 income of S200K less S40k distributions
Distribution to Pam (25%) (10,000) (lines 12 through 14) = 5160k undistributed
istribution to Fam . ! Pam's undistributed = 5160k x 25% = 540k (See
Distribution to Louie (15%) (6,000) line 31)
Ending Members' Capital S 730,000 | =line 34

Notes |

<<If this were accrual basis, this statement
would be an "Income Statement".

27
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Exhibits 11 to 15

15 Bottom

2011 Statement of Assets, Liabilities & Stockholders' Equity

Income Tax Basis

Assets:

Cash S
Building

Accumulated depreciation

Land

Notes

<<If this were accrual basis, this statement
would be a "Balance Sheet".

280,000 [ Exhibit 15 ]
1,500,000

(300,000)

750,000 Bottom of Page

Total Assets $

2,230,000 | = line 35

Liahilities:

Loan: Building S

1,500,000 2011 Principal reduction = §120,000 (required)

Total Liabilities

plus 5200,000 optional principal prepayments
1,500,000

Members' Capital
Freida (60%)
Pam (25%)

Louie (15%)

438,000 ) o
See line 13 for Pam’s 510k in distributions.

182,500 | pPam'’s capital increased by the (S50k - S10k =)

109,500 S$40k that was not distributed to her.

Total Members' Capital

730,000 | = line 15

Total Liabilities & Members' Capital $

2,230,000 | = Jine 25
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Exhibits 1 to 5

Exhibits 16 to 20

- 1065

Department of the Treasury
Intermal Revenue Servica

For calendar year 2011, or tax year baginning _

U.S. Return of Partnership Income

, 2011, ancling .20

» Soe soparale instructions.

OMB No. 1545-0000

2011

A Principal business activit Name of partnership

D Employer identiication number

Exhibit 16-A

GLAMOUR MANOR, LLC 12-3456789
B Principal product or service|  print | Number, stract, and raom or sufte no. 11 a P.O. box, see the Instructions. E Date business started
or [1234 ANY STREET 12/31/2000
T Businass code numpar | YYPe. [Ty or town, state, and ZF code F Total assets see the
ANY TOWN, CA 91711 instructions)
s 2,230,000

) Oontarewn @ 0 Finairetum
(6) [ Technical termination - also check (1) or (2)

G Check applicable boxes:

@ [ nemecnange (4) [J Acaress cnange

) [ amencea rewm

H__Check accounting method Cash Accrual

J  Check if Schedules C and M-3 are attached

| Number of Schedules K-1. Attach one for each person who was a partner at any time during the tax year & 3

Other (specify) -

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

1a  Merchant card and third-party payments (incluging amounts
reported on Form(s) 1099-K). For 2011, enter -0- . . 1a
b Gross recelpts or sales not reported on line 1a (see Inslluct\ons) 1b
¢ Total. Add lines 1a and 1b .. ic
d  Returns and allowances plus any other aujusimems toline 1a
© (see Instructions) . o 1d
E e Subtract line 1d from line 1c . . 1e
g 2 Cost of goods sold (attach Form 1125 A} 2
- 3  Gross profit. Subtract line 2 from line 1e . . 3
4 Ordinary income (loss) from other partnerships, estales and 1|u515 1atlach sta‘tement) 4
5  Net farm profit (loss) (attach Schedule F (Form 1040)) . . . 5
6  Net gain (loss) from Form 4797, Part Il, line 17 (attach Form 4797) 6
7  Other income (loss) (attach statement) . L - 7
___| 8 Totalincome (loss). Combine lines 3 1hmug ? . 8
9  Salaries and wages (other than to partners) (less employment cremts) . 9
10  Guaranteed payments to partners . Lo Lo . 10
11 Repairs and maintenance . hil
12 Bad debts . B 12
13 Rent. . . . 13
14 Taxes and I\oenyes B 14
15 Interest. . A A . . 15
H 16a Depreciation {ﬂ lequ\red aﬁach Fon'n A562) . - 16a
£ b Less depreciation reported on Form 1125-A and elsewhere on retun | 16b 16c
17 Depletion (Do not deduct oil and gas depletion.) . . . . 17
18 Retirement plans, etc. . . . 18
19  Employee benefit programs . . 19
20  Other deductions (attach sia|emen1) . 20
& |21 Total deductions. Add the amounts shown In the far right column for lines @ through 20. [ 29
22 _ Ordinary business income (loss). Subtract line 21 from Hne B L 22
Under penalties of perjury, | declare that | have examined this retum, ir hedul and to the best of my
. knowledge and blief, t S true, correct, and complete. Declaration of Dranare( (other than general partner or Imited labilty company member manager)
Sign is based on all information of which praparar has any knowiadge.
Ty e e S e e 1
ershown
Here ’ ’ es [INo
Signature of general pariner or lmited liabilty company member manager Date
Paid Print/Typs preparer’s name Praparer's signature Data check O PTIN
Preparer |QUALIFIED PREPARER saff- employed XXXXX
Use Only Firmsname » CPA FIRM Fm'sEIN®95-1000000
Fim's address > 123 ANY STREET, ANY TOWN, CA 91711 Proneng.___999-999-9999
For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 113902 Form 1065 2011)

This tax form is NOT user
friendly. Many people expect
that page one would be the
summary of income — just like
the individual tax form.

For a partnership return, key

pages are:

* Page 4 where income is
summarized, and

* Schedule K-1 where that
income is allocated to each
partner.
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Exhibits 1 to 5

Exhibits 16 to 20

'd Y
Form 1065 (2011) o . Pags 2
-] Other Information Exhibit 16-B
1 What type of entity is filing this return? Check the applicable box: J Yes | No
a [] Domestic general partnership b [ Domestic limited partnership
c Domestic limited liability company d [ Domestic limited liability partnership
e [ Foreign partnership f [ Other»
2 At any time during the tax year, was any partner in the partnership a disregarded entity, a partnership (including
an entity treated as a partnership), a trust, an S corporaﬂon an estate (other than an estate of a deceased partnen.‘
or a nominee or similar person? . . P . e e e e e e e v
3  Atthe end of the tax year:
a Did any foreign or domestic corporation, partnership (including any entity treated as a partnership), trust, or
tax-exempt organization, or any foreign government own, directly or indirectly, an interest of 50% or more in the
profit, loss, or capital of the partnership? For rules of constructive ownership, see instructions. If “Yes,” attach
Schedule B-1, Information on Partners Owning 50% or More of the Partnership v
b Did any individual or estate own, directly or indirectly, an interest of 50% or more in the proflt loss, or capltal of
the partnership? For rules of constructive ownership, see instructions. If “Yes,” attach Schedule B-1, Information
on Partners Owning 50% or More of the Partnership v
4 Atthe end of the tax year, did the partnarship:
a Own directly 20% or more, or own, directly or indirectly, 50% or more of the total voting power of all classes of
stock entitled to vote of any foreign or domestic corporation? For rules of constructive ownershlp, see
instructions. If “Yes,” complete (i) through (iv) below . e e e e . v
{i) Name of Corporation (il Employer Identification (i) Country of (iv) Percentage
Number (if any) Incorporation Owned in Voting Stock
b Own directly an interest of 20% or more, or own, directly or indirectly, an interest of 50% or more in the profit, loss,
or capital in any foreign or domestic partnership (including an entity treated as a partnership) or in the beneficial
interest of a trust? For rules of constructive ownership, see instructions. If “Yas,” complete (i) through (v) below .
. (i) Employer {iii) Type of {iv) Country of {v) Maximum
(0 Name of Entity Nomber i o) Entity Organization | Frofe. Loce, or Gaptal
Form 1065 2011) 30
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Exhibits 1 to

Exhibits 16 to 20

Form 1085 (2011) Page 3

5  Did the partnership file Form 8893, Election of Partnership Level Tax Treatment, or an election statement under
section 6231(a)(1)(B)(ii) for partnershlp level tax treatment, that is in effect for this tax yeal? See Form 8893 for
moredetalls . . . . v

6  Does the partnership satlsfy aII lnur of the foHowmg oondlt\ons?

The partnership’s total recelpts for the tax year were less than $250,000.

The partnarship’s total assets at the end of the tax year were less than $1 million.

Schedules K-1 are filed with the return and fumished to the partners on or before the due date (including
extensions) for the partnership ratum.

The partnership Is not filing and is not required to file Schedule M-3 . . v
If “Yes,” the partnership Is not required to complete Schedules L, M-1, and M-2; Item F on page1 of Form 1065;
or item L on Schedule K-1.

oow

a

7 __Is this parinership @ publicly fraded Ip as defined In section 469(K1@)7 - . . v
8 During the tax year, did the partnership have any debt that was cancelled, was mlglven or hau me telms
modified 50 as to reduce the principal amount of the debt? . . . . v
9 Has (his partnership flled, or Is It required 1o file, Form 8918, Material Advisor Disclosure Statement, to pmvlue
information on any reportable transaction? . . v

10 At any time during calendar year 2011, did the pamer’smp have an interest in or a slgnmure or other aumomy over
afinancial account in a foreign country (such as a bank account, securities account, or other financial account)?
See the ir for and filing for Form TD F 90-22.1, Report of Foreign Bank and
Financial Accounts. If “Yes,” enter the nama of the foreign country. b v

11 At any time during the tax year, did the partnership receive a distribution from, or was It the grantor of, or
transferor to, a foreign trust? If “Yes,” the partnarship may have to file Form 3520, Annual Return To Report
Transactions With Foreign Trusts and Recelpt of Gertain Foreign Gifts. See instructions . S

12a s the partnarship making, or had it previously made (and not revoked), a section 754 election?

See instructions for details regarding a section 754 election.

Did the partnership make for this tax year an optional basis adjustment under section 743(b) or 734(b)? If “Yes,”

attach a statement showing the computation and allocation of the basis adjustment. See instructions . v

Is the partnership required to adjust the basis of partnership assets under section 743(b) or 734(b) because \)f a

'substantial built-in loss (as defined under section 743(d)) or substantial basis reduction (as defined under section

734(d))? If “Yes,” attach a statement showing the putation and allocation of the basis L v

13 Gheck this box if, during the current or prior tax year, the partnership distributed any property received in a
like-kind exchange or contributed such property to another entity (olnel than d\sregamed entities

<<

o

o

‘wholly-owned by the partnership throughout the tax year) . . . P o m]
14 At any time during the tax year, did the partnersmp distribute w any panner a lenancy m—commcn or other
undivided interest In partnership property? . . . v

15 I the partnership Is required to file Form 8858, Information Return of U.S. Persons With Hespecl To Farelgn
Disregarded Entities, enter the number of Forms 8858 attached. See Instructions P

16  Does the parinership have any foreign pariners? If “Yes,” enter the number of Forms 8805, Foreign Partner’s
Information Statement of Section 1446 Withholding Tax, filed for this partnership. »

17  Enter the number of Forms 8865, Retumn of U.S. Persons With Respect to Cartain Foreign Partnerships, attached
10 this return. b

18a Did you make any payments in 2011 that would require you to file Form(s) 10997 See Instructions . . . . . |
b_If “Yes," did you or will you file all required Form(s) 10997 . v

19  Enter the number of Form(s) 5471, Information Retumn oT US Pelsans Wlth Respect TD Certam Forelgn
‘Corporations, attached to this return. b

Designation of Tax Matters Partner (see instructions)
Enter below the general partner designated as the tax matters partner (TMP) for the tax year of this retum

Name of
esignatad ’ lantitying }
P DESIGNATED TAX MATTERS PARTNER number of TMP 95-99909099
The TV B an
sty name 3 Frons rumeer )
ot e of P
Address of
Gesignated
b

Form 1065 (2011)

Exhibit 16-C
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Exhibits 1 to 5 Exhibits 16 to 2

16-D Top

(0]

[ Exhibit 16-D |
J

Top of Page

Form 1065 (2011) Page 4
m Partners’ Distributive Share ltems Total amount
1 Ordinary business income (loss) (page 1, line 22) . . . 1
2 Netrental real estate income (Ioss} .. 2 200,000
3a Other gross rental income (loss) 3a
b Expenses from other rental activities (attach statement) 3b
¢ Other net rental income (loss). Subtract line 3b from line 3a 3c
E‘ 4  Guaranteed payments 4
9 5 Interest income . 5
e 6 Dividends: a Ordlnar)«r dl\fldends I 6a
£ b Qualified dividends | b |
2 7  Royalties . 7
£ 8 Net short-term capltal galn (Ioss} (attach Schedule D (Form 1055}) 8
9a Net long-term capital gain (loss) (attach Schedule D (Form 1065)) 9a
b Collectibles (28%) gain (loss) . . 9b
¢ Unrecaptured section 1250 gain (attach staTement) . 9c
10 Net section 1231 gain (loss) (attach Form 4797) 10
11 Other income (loss) (see instructions) Type & 11
2 12 Section 179 deduction (attach Form 4562) . 12 0
2 13a Contributions . 13a
§ b Investment interest expense e .. . . . |18b
3 ¢ Section 59(e)(2) expenditures: (1) Typep» (2) Amount» {13c(2
a d_Other deductions (see instructions) Type » 13d
> 14a Net eamings (loss) from self-employment 14a 0
LBE b  Gross farming or fishing income 14b
T E®
wuw E ¢ Gross nonfarm income ) 14c
15a Low-income housing credit (sectlon 42(])(5)} 15a
@ b Low-income housing credit (other) 15b
5 ¢ Qualified rehabilitation expenditures (rental real estaie) (a‘rtach Form 3468} 15¢
g d  Other rental real estate credits (see instructions)  Type ™ 15d
o e Other rental credits (see instructions) Type 15e
f _ Other credits (see instructions) Type > 15f
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Exhibits 1 to 5

Exhibits 16 to 20

16-D Bottom

[ Exhibit 16-D] Bottom of Page
16a MName of country or U.S. possession &
@ b Gross income from all sources . 16b
g ¢ Gross income sourced at partner level . i6¢c
B Foreign gross income sourced at partnership level
= d Passive category» e General category» f Other» | 167
g Deductions allocated and apportioned at partner level
= g Interest expense » h Other . . . » |16h
g Deductions allocated and apportioned at partnership level to forelgn source Income
2 i Passive category®» j General category® k Other® |16k
8 | Total foreign taxes (check one): » Paid [ Accrued [ .o 161
m Reduction in taxes available for credit (attach statement) 16m
N Other foreign tax information (attach statement)
% " 17a Post-1986 depreciation adjustmem 17a
@ -c b Adjusted gain orloss . . 17b
b= g g ¢ Depletion (other than oll and gas) . . . i7c
CEF d Oil, gas, and geothermal properties—gross Income . 17d
g E= e Oill, gas, and geothermal properties—deductions . 17e
<=2 T Other AMT items (attach statement) 171
c 18a Tax-exempt interest income . 18a
2 b Other tax-exempt income 18b
E ¢ MNondeductible expenses . 18¢c
H 19a Distributions of cash and marketable secuntles 19a 40,000
"_E b Distributions of other property . 19b
» 20a Investment income . 20a
= b Investment expenses . 20b
o ¢ Other items and amounts (attach s’tatement}
Form 1065 (2011)
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Exhibits 1 to 5

Exhibits 16 to 20

16-E Top

Form 1085 (2011) Page 5
Analysis of Net Income (Loss)

1 Net income (loss). Combine Schedule K, lines 1 through 11. From the result, subtract the sum of ‘ ‘
Schedule K, lines 12 through 13d, and 16l Lo . 1 200,000
Analysis b . ii) Individual iii) Individual . . v) Exempt \

2 part:er ty:‘e: (i) Corporate o (active) ( ;;passive) (iv) Partnership ér;anizatign Nomin(ee)/()‘lher

a General partners
Limited partners 200,000
Balance Sheets per Books | Beginning of tax year End of tax year
Assets (a) (b) (c) (d)
1 Cash . 280,000
2a Trade notes and accounts recelvable
b Less allowance for bad debts

3 Inventories

4 U.S. government cbllgatlons

5 Tax-exempt securities

6  Other current assets (attach statement) PRIOR

Ta Loans to partners (or persons related to partners) YEAR

b Mortgage and real estate loans NUMBERS
8  Other investments (attach statement) . WERE OMITTED
9a Buildings and other depreciable assets . 1,500,000
b Less accumulated depreciation 300,000 1,200,000
10a Depletable assets
b Less accumulated depletion
11 Land (net of any amortization) 750,000
12a Intangible assets (amortizable only)
b Less accumulated amortization
13  Other assets (attach statement)
14  Total assets . . 2,230,000
Liabilities and Capltal
15 Accounts payable .
16 Mortgages, notes, bonds payable in less than 1 year
17 Other current liabilities (attach statement)
18  All nonrecourse loans .
19a Loans from partners (or persons related to partners)
b Mortgages, notes, bonds payable in 1 year or more 1,500,000
20  Other liabilities (attach statement) .
21  Partners’ capital accounts 730,000
22  Total liabilities and capital 2,230,000

Exhibit 16-E

Top of Page
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Exhibits 1 to 5

Schedule M-1

Exhibits 16 to 20

16-E

Bottom

S

[ Exhibit 16-E }

Reconciliation of Income (Loss) per Books With Income (Loss) per Return

Bottom of Page

Note. Schedule M-3 may be required instead of Schedule M-1 (see instructions).

1
2

N =

'S

books this year (itemize):

Guaranteed payments

Depreciation $
Travel and entertainment $

Other increases (itemize):

Net income (loss) per books . 200,000/ 6  Income recorded on books this year not included
Income included on Schedule K, lines 1, 2, 3c, on Schedule K, lines 1 through 11 (itemize):
5, Ba, 7, 8, 9a, 10, and 11, not recorded on a Tax-exemptinterest$
(other than 7  Deductions included on Schedule K, lines
health insurance) . . . . . . . 1 through 13d, and 16l, not charged
Expenses recorded on books this yea against book income this year (itemize):
not included on Schedule K, lines 1 a Depreciation $
through 13d, and 16l (itemize):
8 Addlinesfand?
9 Income (loss) (Analysis of Net Income
Add lines 1 through4 . . . . . . (Loss), line 1). Subtract line 8 from line 5 . 200,000
Analysis of Partners’ Capital Accounts
Balance at beginning of year 570,000, 6 | Distributions: a Cash 40,000
Capital contributed: a Cash b Property
b Property 7 Other decreases (itemize):
Net income (loss) per books . 200,000
8 Addlines6and7 . Lo
770,000 9 Balance at end of year. Subtract line 8 from line 5 730,000

Add lines 1 through 4 .

Form 1065 (2011)
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Exhibits 16 to 20

- 3829

{Rev. December 2010)
Depanment of te Treasury
Wtimial Revena Service

Rental Real Estate Income and Expenses of a
Partnershlp or an S Corporation OMEB No. 1545-1188
> See instructions on back.
» Attach to Form 1065, Form 1065-B, or Form 1120S.

Exhibit 16-F

Name

| Employer identification number

1

36

GLAMOUR MANOR, LLC PrOpPETties
Show the type and address of each property.r For each rg Rental Real Estate Income A B c D
rental value and days with personal use. See instructions| 2 Gross rents 2 250,000
Physical address of each property—street, city : . T 3
state, ZIP code
1234 ANY STREET Rental Real Estate Expenses
ANY TOWN, CA 91711 3 Aduvertising . 3

4 Auto and travel 4
5 Cleaning and maintenance . 5
6 Commissions . . . . . . 6
7 Insurance 7
8 Legal and other proiesslcnal Iees 8
‘I/\[) 9 Interest e 9 54,600
10 Repairs . . . . . . . . 10
11 Taxes . P 11 95,400
12 Utilities . . . R 12
Top Of Form 13 Wages and salarles L. 13
14 Depreciation (see |nstruct|ons) 14 100,000
15 Other (list) >
15
16 Total expenses for each property.
Add lines 3 through 15 . . . 16 250,000
17 Income or (Loss) from each
property. Subtract line 16 from line 2 | 47 200,000
18a Total gross rents. Add gross rents from line 2, columns A through H 18a 450,000
b Total expenses. Add total expenses from line 16, columns A through H . . 18b |( 250,000 )
19 Net gain (loss) from Form 4797, Part I, line 17, from the disposition of pmperty fmm rental real
BOttom Of estate activities 19
F 20a Net income (loss) from rental real estate activities from pannershlps estates, and trusts in which
Orm this partnership or S corporation is a partner or beneficiary (from Schedule K-1) 20a
b Identify below the partnerships, estates, or trusts from which net income (loss) is shown on line 20a.
Attach a schedule if more space is needed:
(1) Name (2) Employer identification number
21 Net rental estate income (loss). Combine lines 18a through 20a. Enter the result here and on: 21 200,000
+ Form 1065 af13208: Schedule K, line 2 for
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Exhibits 1 to

Schedule K-1
(Form 1065)
Depantment of the Treasury
intemal Roveruus Sorvice

[ Finai b1 L] Amorsiect K1

‘ear’ ",
Deductions, Credits, and Other ltems
=]

15 | Grodits

‘Orcirary b

Partner’s Share of Income, Deducti

et rental real o

Exhibits 16 to 20

OMB o, 1545-0009

Credits, etc. » Seo back of form and separate instructions.

Cifer et retal

Exhibit 17-A

Enlargement of lower left

B Patnaeship's name. addeess, city, state, ar
GLAMOUR MANOR. LLC

1234 ANY STREET

ANY TOWN, CA 91711

‘Ordinary dividends

Gualfied drvdends.

G IRS Center where parmership fled retum
OGDEN. UT

Royaies

D [ Cieck i this s publicly traied parinershin PTP)

ot shorterm cagital gan flofs]

| Nt long-term c

AN Tnformation About the Partner

E  Partner's dentifying number

‘Colectibles (28%) gar

ANY TOWN, CA 91711

Partner’s capital account analysis:
Beginning capital account .
Capital contributed during the year
Current year increase (decrease)
Withdrawals & distributions

Ending capital account .

142,500

50,000

( 10,000)

L R I I

182,500

356-99-999
F Pamner's name, address, city, state, and 2P cooe Unrecaptured section 1250 g
PAM PAYOR
156 ANY STREET Wt sochion 1231 gain foss] 8 Tacer

1 What type of entity s this partner? INDIVIDUAL

4 Partoer's shars of peofiL. koss, and capital [ses nstsctionsk

Otfer income (loss)

‘Section 179 deduction

Beginning Ending
Profit 25 |
Loss 25 |
Canita 25 5 |
3 N p—

Ciher dedhuctans,

10,000

o r—
0

“Spe Altached statement for ad

tional information.

O secton 704b) book

Pam’s capital account is shown above.
Her account is increased by $50,000 in
taxable income and reduced by
$10,000 distributed to Pam. The
difference is undistributed income
($50-10 = $40).
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Exhibits 16 to 20

Schedule K-1 (Form 1065) 2011

Page

This list identifies the codes used on Schedule K-1 for all partners and provides summarized reporting information for partners who file Form 1040.
For detailed reporting and filing information, see the separate Partner’s Instructions for Schedule K-1 and the instructions for your income tax return.

1. Ordinary business income (loss). Determine whether the income (loss) is
passive or nonpassive and enter on your return as follows.

Report on

See the Partner’s Instructions

Schedule E, line 28, column (g)
MNonpassive loss Schedule E, line 28, column (h)
Nonpassive income Schedule E, line 28, column (j)

2. Net rental real estate income (loss)  See the Partner’s Instructions

3. Other net rental income (loss)
Net income Schedule E, line 28, column (g)
Net loss See the Partner’s Instructions

4. Guaranteed payments Schedule E, line 28, column (j)

5. Interestincome Form 1040, line 8a

6a. Ordinary dividends Form 1040, line 9a

6b. Qualified dividends Form 1040, line 9b

Royalties Schedule E, line 3b

Net short-term capital gain (loss) Schedule D, line 5

9a. Net Iongb-lerm capital gain (loss) Schedule D, line 12

9b. Collectibles (28%) gain (loss) 28% Rate Gain Worksheet, line 4

(Schedule D instructions)

See the Partner’s Instructions

See the Partner’s Instructions

Passive loss
Passive income

w o~

9¢. Unrecaptured section 1250 gain
10. Net section 1231 gain (loss)
11. Other income (loss)
Code
A Other portfolio income (loss)
B Inveluntary conversions See the Partner’s Instructions
C Sec. 1256 contracts & straddles Form 6781, line 1
D Mining exploration costs recapture  See Pub. 535
E Cancellation of debt Form 1040, line 21 or Form 982
F Other income (loss) See the Partner’s Instructions
12. Section 179 deduction See the Partner’s Instructions
13. Other deductions
Cash contributions (50%)
Cash contributions (30%)
Noncash contributions (50%)
Noncash contributions (30%)
Capital gain property to a 50%
organization (30%)
Capital gain property (20%)
Contributions (100%)
Investment interest expense
Deductions—royalty income
Section 59(e)(2) expenditures
Deductions— portfolio (2% floor) Schedule A, line 23
Deductions—portfolio (other) Schedule A, line 28
Amounts paid for medical insurance Schedule A, line 1 or Form 1040, line 29
Educational assistance benefits See the Partner’s Instructions
Dependent care benefits Form 2441, line 12
Preproductive period expenses See the Partner’s Instructions
Commercial revitalization deduction See Form 8582 instructions

See the Partner’s Instructions

See the Partner's
Instructions

Form 4952, line 1
Schedule E, line 19
See the Partner’s Instructions

ODOZErXe—IOmM MOOD>

17.

Code Report on

J  Work opportunity credit

Disabled access credit

Empowerment zone and

renewal community

employment credit

Credit for increasing research

activities

Credit for employer social

security and Medicare taxes

Backup withholding

Other credits

Foreign transactions

A Name of country or U.S.
possession

B Gross income from all sources

C Gross income sourced at
partner level

Foreign gross income sourced at partnership level

D Passive category

E General category

F  Other

Deductions allocated and apportioned at partner level

G Interest expense Form 1116, Part |

H  Other Form 1116, Part |

Deductions allocated and apportioned at partnership level to foreign source

income

| Passive category

J  General category

K Other

Other information

Exhibit 17-B

See the Partner’s Instructions

rx

Form 1040, line 62
See the Partner’s Instructions

w0 =z =

Form 1116, Part |

} Form 1116, Part |

} Form 1116, Part |

L Total foreign taxes paid Form 1116, Part Il
M Total foreign taxes accrued Form 1116, Part Il
N Reduction in taxes available for credit Form 1116, line 12
O Foreign trading gross receipts Form 8873

P Extraterritorial income exclusion Form 8873

Q Other foreign transactions See the Partner’s Instructions
Alternative minimum tax (AMT) items

A Post-1986 depreciation adjustment

B Adjusted gain or loss See the Partner's
C Depletion (other than oil & gas) Instructions and

D Qi gas, & geothermal —gross income the Instructions for
E 0Oil, gas, & geothermal—deductions Form 6251

F Other AMT items

Tax-exempt income and nondeductible expenses

Form 1040, line 8b
See the Partner’s Instructions
See the Partner’s Instructions

Tax-exempt interest income
B Other tax-exempt income
C Nondeductible expenses
Distributions
A Cash and marketable securities \
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Exhibits 1 to 5 Exhibits 16 to 20

SECURED PROMISSORY NOTE

For value received, Glamour Manor, LLC (“Payor”) promises to pay to [ Exhibit 18-A }
Big Brick Bank (“Payee”), or order, at 335 Bullion Blvd., Green Gulch, CA or
at such other place as Payee shall from time to time designate, the principal sum
of Four Hundred Thousand Dollars and No Cents ($2,060,000.00) along with
interest thereon at the rate of 3% per annum. Interest shall begin to accrue
upon the execution of this note by Payor. Principal and interest shall be paid at
the rate of One Hundred Twenty Thousand Dollars and No Cents ($120,000.00)
per year, with the first payment to be made on January 1, 2009 and subsequent
payments to be made on the first day of each year until all principal and interest
has been paid in full.

Should default be made in the payment of any installment when due, all
principal and interest shall become immediately due and payable at the option of
the holder of this note. Should interest not be paid when due, it shall thereafter
bear interest in the same manner as principal, provided that unpaid interest so
compounded shall not exceed an amount equal to simple interest on the unpaid
principal at the maximum rate permitted by law.

In the event that Payee employs legal counsel, or institutes legal action, to
enforce payments of this note, Payor shall pay reasonable attorneys fees incurred
by Payee.

This note is secured by a deed of trust bearing even date herewith. In the
event that Payor (trustor under said deed of trust) sells, conveys or encumbers the
property which is the subject matter of said deed of trust, or any interest therein,
Payee shall have the right, at Payee's option, to declare this note immediately due
and payable without further notice to Payor.

1272008 Pieda Facelife
Date executed Frieda Facelift, Member

Gl Manor, LLC
amour Manor. 39
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Exhibits 1 to 5

Glamour Manor, LLC

Exhibits 16 to 20

Loan Amaortization Schedule —- Land and Building

Beginning

Interest @

Principal

¥ Ending Bal

ear Balance 3% Payments nding balance
2008 2,060,000
2009 2,060,000 61,800 (120,000) 1,940,000
2010 1,940,000 58,200 (120,000) 1,820,000
2011 1,820,000 54,600 (120,000) 1,700,000
2012 1,700,000 51,000 {120,000} 1,580,000
2013 1,580,000 47 400 {120,000) 1,460,000
2014 1,460,000 43,200 {120,000) 1,340,000
2015 1,340,000 40,200 {120,000) 1,220,000
2016 1,220,000 36,600 {120,000) 1,100,000
2017 1,100,000 33,000 {120,000) 980,000
2018 980,000 29,400 {120,000) 860,000
2019 860,000 25 800 {120,000) 740,000
2020 740,000 22,200 {120,000) 520,000
2021 620,000 18,600 {120,000) 500,000
2022 500,000 15,000 {120,000) 380,000
2023 380,000 11,400 {120,000) 260,000
2024 260,000 7,800 {120,000) 140,000
2025 140,000 4200 {120,000} 20,000
2025 20,000 600 (20,000) -

[ Exhibit 18-B |

<< agrees to
2011 liabilities
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; Exhibits 1to5 | Exhibi Exhibits 16 to 20

| 1A 19 BN
Glamour Manor, LLC | Exhibit 19 I
Loan Amortization Schedule -- Land and Building
A B C=B*3% D E F =B+D+E
Principal Payments
Beginning Interest @ . . .
Year Required Optional Ending Balance
Balance 3% 9 P &

1 2008 2,060,000
2 2009 2,060,000 61,300 (120,000) = 1,940,000
3 2010 1,940,000 58,200 (220,000) - 1,820,000
4 2011 1,820,000 54,600 (120,000) (200,000) 1,500,000 zgifﬁ;f"ftf:s
5 2012 1,500,000 45,000 (120,000) = 1,380,000
6 2013 1,380,000 41,400 (120,000) - 1,260,000
7 2014 1,260,000 37,800 (120,000) = 1,140,000
8 2015 1,140,000 34,200 (120,000) = 1,020,000
9 2016 1,020,000 30,600 (120,000) = 900,000
10 2017 900,000 27,000 (120,000) = 780,000
11 2018 780,000 23,400 (120,000) = 660,000
12 2019 660,000 19,800 (120,000) = 540,000
13 2020 540,000 16,200 (120,000) = 420,000
14 2021 420,000 12,600 (120,000) = 300,000
15 2022 300,000 9,000 (120,000) = 180,000
16 2023 180,000 5,400 (120,000) - 60,000
17 2024 60,000 1,800 (60,000) =
18
19 Paid off early due to optional principal payment in 2011.
20
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Exhibits 16 to 20

RECORDING REQUESTED BY

ORDER# 34567 EXh|b|t 20

APN 343.22-3434
WHEN RECORDED MAIL TO

Name

Stecet Acme In-House, Esq,
Address | 123 Security Street

glilia Green Guleh, CA 98765

SPACE ABOVE THIS LINE FOR RECORDER'S USE
SHORT FORM DEED OF TRUST AND ASSIGNMENT OF RENTS

This Deed of Trust, made this 20th day of December, 2008 , between
Glamour Manor, LLC herein called TRUSTOR,
whose address is 123 Any Street Any Town CA 91711
{srurber wnd sirest) feity) (emeac) (27
OLD REPUBLIC TITLE COMPANY, o California corporation, herein called TRUSTEE, and
Big Brick Bank  herein called BENEFICIARY,

Witnesseth: That Trustor IRREVOCABLY GRANTS, TRANSFERS AND ASSIGNS TO TRUSTEE IN TRUST, WITH POWER OF SALE,

thatproperty in - RiVera  County, Califomia, descriedon  "'Exhibit A" attached hereto

In the event the herein described property or any part ihereof, or any interest therein is sold, agreed to be sold, conveyed or alienated by the Trustor, or
By the aperation of law or otherwise, all obligations seeured by this instrument, irrespective of the maturity dates expressed therein, at the option of the
holder hereof and without demand or notice shall immediately become due and payable.

TOGETHER WITH the rents, issues and profits thereof, SUBJECT, HOWEVER, 1o the right, power and authority given to and conferred upon
Benelciary by paragraph (10) of the provisions incorporated hercin by reference to colloct and apply such rents, issues and profits.
For the Purpose of Sccuring: 1. Performance of each agreement of Trustor incorporated by reference or contained herein, 2. Payment of the

idenced by o nole of even date herewith, including any extensions, in the principal sum of $2,060,000
executed by Trustor in favor of Beneficiary or order. 3. Payment of such further sums as the then record owner of said property hereafier may borrow
from Beneficiary, when evidenced by another note (or notes) reciting it is 50 secured
To Protect the Security of This Deed of Trust, Trustor Agrees: By the execution and delivery of this Deed of Trust and the note secured hereby, that
provisions (1) to (14), inclusive, of the fictitious decd of trust recorded in Santa Barbara County and Sonoma County October 18, 1961, and in all
other counties Oetober 23, 1961, in the book and at the page of Official Records in the office of the county recorder of the county where said property
is located, noted below opposite the name of such county, viz.:

county BOUKPG  COUNTY BOOKRG  COUNTY  BOOKPG  COUNTY DOOK PG COUNTY DooK
et I T 1091 1 Hodos s SmD Series 2 Baok 1961 Page 13887 Sosoms 1851 G
Alpine 1350 e 17 895 Moso 2 a0 Sk Az S0s  Stasiug s as
Amsdor 106341 Kem T 0 Mosseny 2094 S8 S onnuim N1 Suer
Bute s i WA e 90 85 SmLuisObio U3 1 Telame W w
Calmerns 518 Loke M2 3 Nevads 305 320 SwmMeteo WA Ty e
206 617 170 431 Ounge S50 611 Sante Barbers I8 G0 Tuwe ne 13
Coma Costn W 4T LosAmgs  TNSS B9 Mhor 95301 Susta Clarn S M Tl 54T
Del More ™ a1 810 120 uwas IS5 SenCue L A% Ve W e
 Domde 60 456 a 1508 3390 Rivenide 105 53 Sma Y [
Fresna 6265 Muripos TR Semeno 0 @ Sem B 5 Vi iy
Glenn b 9 40 Swmbenito B Skigos st 181
Haerbolit 67527 Maroed 17 5 Smbamedso 36T 6 Saban nos 1w

{which provisions, identical in all counties, are printed on the reverse hercof) hereby are adopted and incorporated herein and made a part hereof as
fully as though set forth herein at length; that he will observe and perform said provisions: and that the references to property, obligations, and parties
in said provisions shall be construed to refer to the property, obligations, and parties set forth in this Deed of Trust.

‘The undersigned Trustor requests that a copy of any Notice of Default and of any Notice of Sale hereunder be mailed to him at his address
hereinbefore set forth.

Fauda Fucelift
Frieda Facelift
Member, Glamour Manor, LLC
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BIG BRICK BANK
(“Our Banking Experience Is as Thick as a Brick!™)
335 Bullion Blvd., Green Gulch, California 98765
Phone (213) 232-3232

Email: mcduck@BucksLikeBricks.com [ EXh|b|t 21'A ]

Albert Abundant, CPA
678 Integer Circle
Digitville, CA 98765

RE: New Second Trust Deed Proposal
Dear Mr. Abundant:

Thank you for your inquiry. You have informed my office that Glamour
Manor is considering adding a surgical wing to its medical building located at
123 Any Street in Any Town.

As we have discussed. this letter describes the terms under which our bank
would make a $360.000 loan secured by a new second trust deed on the medical
building (details attached). Subject to credit approval. Big Brick Bank would
propose the following loan terms:

Proposed Borrower: Glamour Manor, LLC

Proposed Lender: Big Brick Bank

Loan purpose: Addition of 1.100 square-foot surgery wing to
medical building at 123 Any Street, Any Town

Loan amount: $360,000.00

Loan term: Ten years

Interest rate 6.00%

Annual loan payment: $48,000 (10th payment = $30.331)
Monthly loan payment: 54,000
43
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| Exhibits 1105 Exhibits 21 to 22 |

| 2tANNEAE

GLAMOUR MANOR’S

$360,000 FINANCING FOR SURGERY CENTER [ Exhibit 21-B }
NEW SECOND TRUST DEED
AMORTIZATION SCHEDULE

Nominal Annual Rate: 6.000 %

Event Date Amount Number Period
1 Loan 12/31/2011 360,000.00 1
2 Payment 01/31/2012 48,000.00 9 Annual
3 Payment  01/31/2021 30,331.04 1

44
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Exhibits 21 to 22

BIG BRICK BANK

| Exhibit 22-A |

(“Our Banking Experience Is as Thick as a Brick!™)
335 Bullion Blvd., Green Gulch, California 98765
Phone (213) 232-3232
Email: mcduck@BucksLikeBricks.com

Albert Abundant. CPA
678 Integer Circle
Digitville, CA 98765

RE: Refinanced First Trust Deed Proposal
Dear Mr. Abundant:

Thank you for your inquiry. You have informed my office that Glamour
Manor is considering adding a surgical wing to its medical building located at 123
Any Street in Any Town.

It is with pleasure that Big Brick Bank answers your questions regarding
financing that can be made available to Glamour Manor. As we have discussed. this
letter describes the terms under which our bank offers to refinance the existing first
trust deed against the medical building. adding $360.000 to its principal balance
(details attached).

Proposed Borrower: Glamour Manor, LLC

Proposed Lender: Big Brick Bank

Loan purpose: Addition of 1,100 square-foot surgery wing to medical
building at 123 Any Street. Any Town

Loan amount: $1,860,000

($1.500.000 balance owed on first trust deed as of
1/1/12, plus $360,000 new second trust deed)
Loan term: Ten years
Interest rate 3.00%
Annual loan payment:  $242,239.54
Monthly loan payment: $20,186.63

Monthly payment =

$20,186.63
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I Exhibits 1 to - Exhibits 21 to 22

| 2A ] 22-8

GLAMOUR MANOR'’S
$360,000 FINANCING FOR SURGERY CENTER
REFINANCE EXISTING FIRST TRUST DEED
(WITH $1,500,000 BALANCE)
AMORTIZATION SCHEDULE

| Exhibit 22-B |

Nominal Annual Rate: 5.000 %

Event Date Amount Numbe Period
1 Loan 12/31/2011 1,860,000.00 -
2 Payment 12/31/2012 242,239.54 10 Annual

46
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Exhibits 1 to 5 Positions

Parties' Positions Regarding
Magic Mirror Plastic Surgery, Inc. (S. Corp.)
Income Available for Support Issues

A B C D
Positions .
Issues Difference
Pam Rodney

H

Compensation

[

Salary 400,000 400,000 -

Principal Reduction Payments

w

4 Equipment loan ($50k x 60% ownership) (30,000) - 30,000

5 Frieda loan ($69k x 60% ownership) (41,400) - 41,400

6 Depreciation

Medical Equipment Straight Line Depreciation

($50k x 60% ownership) ) 30,000 30,000

o

Section 179 (5150k x 60%) - 90,000 90,000

Distribution / Phantom Income

©

10 Sub S Distribution 180,000 180,000 -

11 Undistributed Income ($480k-$180k) - 300,000 300,000

Capital Requirements

,_.
~

13 Equipment acquisition: -

14 Cost = 5230k Available = 5110k -

15 Need difference of $120k over 12 months -

16 Need = $10k/ month = $120k/year x 60% (72,000) - 72,000

Annual Income Available for Support 436,600 1,000,000

18 Monthly = 36,383 83,333 46,950
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Exhibits 1to 5 | Positions

Magic Mirror Glamour Manor

Parties' Positions Regarding
Glamour Manor, LLC
Income Available for Support Issues

A B C D
Positions )
Issues Difference
Pam Rodney

Principal Reduction Payments

H

2011 required principal reduction = $120,000

30,000 - 30,000
(120,000 x 25% = $30,000) (30,000 !

2011 optional principal reduction = $200,000

50,000 50,000
($200,000 x 25% = $50,000) (50,000 !

Depreciation

IS

Depreciation on real property

- 25,000 25,000
(100,000 x 25% = $25,000) ’ !

6 Distributions / Phantom Income

7 Distribution to Pam ($40,000 x 25%) = 10,000 10,000 -

Pam's Undistributed Income = $200,000 x 25%

- 40,000 40,000
=$50,000 less $10,000 = ’ !

9 Capital Requirements/Reserves

10 Add surgical suite:

1 Cost = $500,000. Need $360,000 net of (90,000) B 90,000
1, available cash. $360,000 x 25% = $90,000

needed over 12 months

13

14 Annual Income Available for Support (160,000)

15 Monthly = (13,333) 6,250 19,583
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Exhibits 1to5 |

Professional Standards for
Certified Public Accountants

.01 Rule 102—Integrity and objectivity.

In the performance of any professional service, a
member shall maintain objectivity and integrity,

shall be free of conflicts of interest, and shall not
knowingly misrepresent facts or subordinate his

or her judgment to others.

[As adopted January 12, 1988.]
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Rule 102

Application of Rule 102 to Forensic
Accounting

AICPA

Professional Standards and Conduct Considerations: What are the companents of Rule 102 regarding objectivty? &) : & O

Financial Forensic Accounting
D E

Vanessa: Rule 102 relates to objectivity. A forensic
accountant has to be impartial, honest and free of any
conflict of interest. As a forensic accountant you really
Components of Rule 102: cannot knowingly misrepresent the facts. You have to be
honest and truthful. As an expert you can only advocate for
your own position, and you have to have confidence in the
analysis you develop. Your job is to assist the Trier of Fact in
the decision relating to damages in an area where you are
the expert

This is transcript and may include grammatical errors in the
spoken word.
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