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Legal Disclaimer MGIC

The materials included in this presentation are intended for general information only. This
presentation is not intended to be complete or all-inclusive regarding the matters discussed
herein, and nothing contained in this presentation is intended, or should be relied upon, as
legal, accounting, compliance or other professional advice.

Although MGIC believes the information set forth in this publication is generally accurate, the
information may be outdated due to the rapidly changing nature of the residential mortgage
industry, and MGIC does not warrant the accuracy, reliability or completeness of any
information contained in this publication.

The information in this publication is culled from a variety of business and mortgage industry
sources. Attribution is given where deemed necessary. Opinions and insights expressed
herein do not necessarily represent the views of MGIC.
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Objectives
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Learn about what
income can be used
for qualifying
purposes

MGIC
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Understand some Discuss how to review
common income income to calculate
types and review qualifying income and
documentation to determine eligibility

requirements
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Part One - Fixed Income MGIC

* Risk assessment of income

* Types of income

* General documentation requirements
e Calculation of base income

* Non-taxable income

e Less than 2-year history of employment




10/3/2022

Risk Assessment and Income

Do the borrowers demonstrate
the capacity to repay the
mortgage and other monthly
obligations?

* How long have they been in their
current job or field?

* Will there be the potential for
increased earnings?

* Do they have residual income?

* Is there other household
income?

* Will the housing payment remain
about the same?

* Was the borrower’s income
impacted by extenuatln%
circumstances - COVID-197?

MGIC
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Income Analysis MGIC

History -
Do the borrowers have a history of being employed for the last 2 years?

=, Consistency/stability -
] Has the borrower’s income been stable in the last 2 years?

B Continuance -
Will the borrower’s income continue for at least 3 years?
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Is the Income Likely to Continue? MG'C

Likely to continue

* Base/salary

Commission

Foster care

Corporate pension

Social security - retirement

e Child support
e Alimony
* |RA distributions

» Social security for benefit of a
minor

* Trust income
* Note receivable




10/3/2022

Income Sources

PRIMARY

MGIC
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DCAs of Capacity

MGIC

Document the type of income

Calculate the qualifying income

Analyze the results for stability
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Non-Variable or Fixed Income MGlC

Stable, predictable and likely to continue

Income with a predetermined
amount that occurs with a

regular frequency and has a _
defined documentable term .'l

10
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Variable Income MGIC

Fluctuating earnings

Amount is NOT predetermined,
does NOT occur with regular
frequency and a definite
amount is NOT documentable
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Income Documentation MGIC

» Paystub dated within 30 days of initial loan application
* W-2s for the prior 2 years

OR

 Verification of employment (VOE), including year-to-date and prior
year’s earnings

AND

* Verbal VOE for each borrower must be obtained within 10 business
days prior to the note date

12
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Income Documentation MGIC

a4 )

Alternative ways to document income:

e Third party vendors

e Through AUS systems
» Desktop Underwriter ® Day 1 Certainty ©®
* Loan Product Advisor® AIM

/
~ Toxretums maybe required for certain income types

13
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Income Requiring Tax Returns MG'C

* Employed by family

 Employed by interested
party to the transaction

* Interest/dividend income
* Foreign income
* Self-employed

* Rental income
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Calculation of Income MGIC

Pay period

Hourly

Weekly

Bi-Weekly

Semi-Monthly

Annual

Calculation

((Hourly rate x number of hours per week) x 52) divided by 12

(Weekly amount x 52) divided by 12

(Bi-weekly amount x 26) divided by 12

(Semi-monthly amount x 24) divided by 12

Annual salary divided by 12
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16

Calculating Monthly Income Example

= $6,500

Semi-monthly

I $3,000 x 24 / 12

= $6,000

MGIC

$500

difference
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Meet the Borrowers
Peter and Elizabeth Simon

MGIC 4
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Section 1: Borrower Information. this section asks about your personal information and your income from
employment and other sources, such as retirement, that you want considered to qualify for this loan.

1a. Personal Information
Name (First, Middle, Last, Suffix) Social b - - 2030
Pater Simon for Individual Taxpayer identification Number]
Alternate Names ~ List any names by which you are known or any names Date of Birth Citizenship

under which credit was previously received (First, Middle, Last, Suffix) (mm/ddyyyy) (@) U.5.Citizen
03 / o8 / 1870 {0 Permanent Resident Alien
() Non-Permanent Resident Alien

Type of Credit List of Other (s) Applying for this Loan
i P b et e b st
®!
! 1b. Current Employment/Self-Employment and Income [_] Does not apply
_ Employer or Business Name Franklin Elemantary School Phone ( 713 ) 497 - Gross Monthly Income
®  Street 17 Barker Rd Unit # i SIS /anh
8 Gty Pleasant Valiey State ZIP 93999 Country LSA Cerfiroz:: 5 RN /rrorkh
| Bonus 4 fmonth
ch; Pasition or Title Music Teacher Clm:k if this statement _apptlu: Camimisdan § fmonth
swe  StartDate 08 / 01 / 2010  (mmiddiyy) [1 1 am employed by a family member, Military
city _— property seller, real estate agent, or other 5
i How long in this line of work? 20 Years  Months party to the transaction. Enfitements S fmonth
— Othel § /month
Hat [l Check if you are the Business [ } | have an ownership share of less than 25%. Monthly income (or Loss) J —
?3: Owner or Self-Employed (7} | have an ownership share of 25% or more. § TOTALS  3,708.00/month
Hov
Mal

Stre Uniform Residential Loan Application
City Freddie Mac Form 65 + Fannie Mae Form 1003
Effective 92020

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

Employer or Business Name Frankin Elementary School Phone ( 713 } 407 - Gross Monthly Income
Street 17 Barker Rd Unit & Base §__ 3.708.00 /month
City Pleasant Valiey State 2P 99099 Country LSA, Overtine: -5 Jmanth
S Bonus 5 Jfmonth
Position or Title Music Teacher Check if this sl:t:ym:am Tppner Commisdin. 5 Jjmonth
- [] am employed by a family member, ik .
Stact Dute 004 /LTS /SAOI0T frn/cdypy) property seller, real estate agent, or ather Military
How long in this line of work? 20 Years _ Months party to the transaction. Entitlements 5 /manth
Oth $ /month
[l Check if you are the Business [ ) | have an ownership share of less than 25%. Menthly Income (or Loss) = ik
Owner or Self-Employed {0 | have an ownership share of 25% or more.  § TOTAL S 3,708.00 /month

Uniform Residential Loan Application
Freddie Mac Form 65 « Fannie Mae Form 1003
Effective 9/2020
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Section 1: Borrower Information. mis section asks about your personal information and your income from
employment and ather sources, such as retirement, that you want considered to qualify for this loan.

1a. Personal Information

Mamae (First, Micdle, Last, Suffix) Social Security Number = = B652
Efzabeth Simon for inaitvidial Taxpayer Identification Mumber)
Alternnte Mames - List any narmes by which pow ane known of oy nomes Date of Birth Citizenship

wnder which credit was previously received (First. Middle. Last. Suffie femir el (@) U5, Citizen

Elzatetn Jones 08 / 0 ) a4 7} Permanent Resident Alien

() NonvPermanent Resident Allen

Type of Credit
[ 3 am applying for individual oredit.

List Name{s) of Other Borroweris] Applying for this Loan
(First, Midclle, Last, Suffix) - Use o separator betwean nomes

1b. Current Employment/Self-Employment and Income

_| Does not apply

MGIC

Employer or Business Name Wab Vision Inc.

Phone { 713 ) 493 -

Street 314 Forest Ave

Unit &

City Pleasant Vallay State

ZIP 80099 Country USA

Position or Title Program Designer Technology

StartDate 05 / 10 / 2002  (mmiddiyyy)
How long in this line of work? 20 Years Maonths

Check if this statement applies:

_llamemployed by a family member,
property seller, real estate agent, or other
party to the transaction.

[ Check if you are the Business (] | have an ownership share of less than 25%. Monthly income {or Loss)
(] I have an ownership share of 25% or more. §

Owner or Self-Employed

Gross Monthly Income

Base § 5.000.00/month
Ohertime g Smanth
Bonus g fmonth
Commission § Smonth
Military

Entitlements 5 fmonth
Other g Smonth
TOTAL & 5,000.00 /meonth

Uniform Residential Loan Application — Additional Borrower
Freddie Mac Form 65 « Fannie Mae Form 1003
Effective 9/2020

1b. Current Employment/Self-Employment and Income _| Does not apply
Employer or Business Mame Weo Viaion nc Phone { 713 ) 483 - Gross Monthly Incoma
Street 314 Forosd Ave Unizs e, SRR
City Pleaast Valloy State e Coumtry LISA Orpiime  Sm———/mamh
—— Banidi 5 Senenith
Position or Title Progren Desgrer Technoiegy :_Fluctﬂﬁllﬂuumrmrlpplhc Commiion § fmuanth
y 1 am employed by a family member, =
StartDate 05 / 10 / 2002 (et property ueller, real estate agent, or other Mitary
Fow long in thisline of work? 20 Years  Months Pty hiyth triceiaction. Entitlements$_ fmonth
fmanth
[ Check if you are the Business. [ ] | have an cwnership share of less than 25%. Monthly Income (or Loss) Ot e fman
Gwner or Self-Employed (] 1 have an ownership share-of 25% or more, § TOTALS ____ 5.000.00/menth

Unifom Residential Loan Application — Additional Borrower
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Let’s Calculate Income

Let’s Calculate Income

Monthly Income
YTD Income
Most recent year’s W-2

Prior year's W-2

MGIC

Work Space

B P U SR S PR P

o PP A S Pt Pt g £ B F 7 o P g

MGIC

S BTN
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Base Income - Elizabeth

MGIC

WEB VI

SION

INC.

314 FOREST AVENUE
PLEASANT VALLEY, XY 99999

CHECK DATE: 6/25/22
PERIOD ENDING: 6/19/22

PAY FREQUENCY: BI-WEEKLY

STATUS EXEMP TAX ADJUSTMENTS STATE AND LOCAL CODES
ELIZABETH SIMON D NUMBER: 3253 ED: MARRIED 2 FED: ST PREXY LOCTt: LOC3:
12 OAKWOOD LANE JASE RATE: 2307.70 T1 MARRIED 2 pyuc SEG: LOCZ: LOC4:
PLEASANT VALLEY, XY 9999 SSN: XXX-XX-9652 T2: LOCAL: LOCS:
— :
OURS AND EAR PECIA ORMATIO
~1-1 CURRENT Y-T-D
DESCRIPTION HOURS/UNITS EARNINGS HOURS/UNITS EARNINGS @ESCRIPTION AMOUNT AMOUNT BVAC TAKEN 00
REGULAR 75 2307.70 900.00 2769240 O SEC TAX 141.96 1704.69 WAC BALANCE 00
FLEXDOLLARS 175.08 1925.88 BEDICARE TAX 33.20 398.68 BBICK TAKEN 00
EDINC TAX 194 42 233304 BSICKBALANCE 00
RI-STATE TAX 121.04 1452 48
TOTAL HIE 75 2482 78 900.00 29618 28 |TOTAL TAXES 490 62 5888 89
PRE-TAX ITEMS AFTER-TAX ITEMS
401K$ 115.38 1384.56 B401(K) LOAN 50.00 600.00
DENTAL INS 15.85 174.35 BAFTER TAXLTD 8.00 88.00
EE LIFE/ADD 10.20 112.20
LTD 10.38 11418
HEALTH INS 156.60 172260
CURRENT NET PAY DISTRN
CHECK AMOUNT 1625.75
TOTALPRETAX 30841 G WO0789 |
2174 371 26110.39 58.00 688.00

GROSS
2482.78

PRE-TAX TAXABLE WGS

2174.37

LESS TAXES

LESS DEDS

EQN

ET PAY
1625.75

| 29618.28 | 3

507.89 | 2611039 |

5888.89 |

688.00 |

19533.50 |TOTAL CURRENT NET PAY 162575

~_Use period
ending date
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Base Income Calculation MGIC

WEB VISION INC. CHECK DATE:  6/25/22
314 FOREST AVENUE PERIOD ENDING: 6/19/22
PLEASANT VALLEY, XY 99999 PAY FREQUENCY: BI-WEEKLY

STATUS EXEMPT  TAXADJUSTMENTS STATE AND LOCAL CODES

ELIZABETH SIMON ID NUMBER: 3253 FED: MARRIED 2 FED: ST. PREXY  LOC1: LOC3:
12 OAKWOOD LANE BASE RATE: 2307.70 ST1: MARRIED 2 Dyuc SEC: LOC2: LOC4:
PLEASANT VALLEY, XY 99999 SSN: XXX-XX-9652 ST2: LOCAL: LOCS:

IMPORTANT MESSAGE
HOURS AND EARNINGS TAXES AND DEDUCTIONS SPECIAL INFORMATION

LUDDEMT MITD CURRENT Y-T-D
DESCRIPTION HOURS/UNITS EARNINGS HOURS/UNITS EARNINGS'DESCRIPTION AMOUNT AMOUNT |VAC TAKEN 00
REGULAR 75 2307.70 900.00 27692.40 50 SEC TAX 14196 170469 |VAC BALANCE 00
FLEXDOLLARS 175.08 1925.88 IMEDICARE TAX 3320 39868 |SICK TAKEN 00 C I I t
ED INC TAX 194 42 233304 |SICKBALANCE 00 a C u a e

RI-STATE TAX 12104 145248

Elizabeth’s:

TOTAL HIE 75 248278 900.00 29618 28 BTOTAL TAXES 490 62 5888 89 .
AFTER TA * Monthly income
401K$ 15.38 1384.56 [401(K) LOAN 50.00 600.00
DENTAL INS 15.85 174.35 |AFTERTAXLTD 8.00 88.00
EE LIFE/ADD 10.20 112.20 O YT D ave ra ge
LTD 10.38 11418
HEALTH INS 156.60 1722.60
CURRENT NET PAY DISTRN
CHECK AMOUNT 1625.75
TOTALPRETAX 30841 ___ 3 WOTLO | ]
TOTAL 2174.37 26110.39 [TOTAL 58.00 688.00
GROSS PRE-TAX TAXABLE WGS LESSTAXES LESSDEDS EQNET PAY
CURRENT 2482.78 308.41 2174.37 490.62 58.00 1625.75

[v-T-D | 29618.28 | 3507.80 | 2611039 | 5888.89 | 688.00 | 1953350 |TOTAL CURRENT NET PAY 1625.75
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Let’s Calculate Income

MGIC

Monthly income:

YTD income:

Period decimal calculation =

What's the monthly
qualifying income?

Why?
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Base Income - continued

MGIC

a Employee’s social security number
XXX-XX-9652

This information is being fumished to the Intermal Revenue Service. If you
are required to file a tax retumn, a negligence penalty or other sanction
OMB No. 1545-0008 may be imposed on you ifmis'incorga?setaxablaahn% you fail to report it.

b Employer identification number (EIN)
12-3456789

1 Wages, tips, other compensation 2 Federal income tax withheld

54,530.19 5,536.19
¢ Employer's name, address, and ZIP code 3 Social security wages 4 Social security tax withheld
Wek Vision Inc. 4 3,558.81
314 Forest Avenue 6 Medicare tax withheld
Pleasant Valley, XY 99933 83231
8 Allocated tips

d Control number

10 Dependent care benefits

Elizabeth S5imon
12 Qakwood Lane

Fleasant Valley, XY 99999

f Employee's address and ZIP code

e Employee's first name and initial Last name

Suff. | 11 Nonqualified plans 12& See instructions for box 12
iD |2,870.01
Retiremant Third-
13 Sy R sy | 12b
g B P
14 Cther 12c
g
: |
12d
o
H
H

15 Stae  Employer's state ID number
XY | 555571-1

16 State wages, tips, etc.
54,530.19

17 State income tax 18 Local wages, tips, etc. | 19 Local income tax 20 Locality name
3,272.19

- W-2 Wase and Tax

Department of the Treasury—Intemal Revenue Service

2021 el 2 - file




10/3/2022

Base Income - continued

MGIC

a Employes’s social security number
XXE-XX—-9652

OMB No. 1545-0008

This information is being fumished to the Intemal Revenue Service. If you
are required to file a tax retum, a negligence penalty or other sanction
may be imposad on you if this income is taxable and you fail to report it.

b Employer identification number (EIN)
12-34567TE89

1 Wages, tips, other compensation

2 Federal income tax withheld

52,440.70 5,398.64
¢ Employer's name, address, and ZIF code 3 Social security wages 4 Social security tax withheld
Web Vision Inc. 55,200.80 3,422.44
314 Forest Awvenue are wages and tips IG Medicare tax withheld
Fleasant Valley, XY 93939 S92 00560 it

d Control number

f Employee’s address and ZIP code

8 Allocated tips

10 Dependent care benefits

e Employee's first name and initial Last name Suff.| 11 Nonqualified plans 12a See instructions for box 12

[+

Elizabeth Simon iD |2,758.90

EEREETE Fetilement  Third-party
12 Cakwood Lane 13 employes lan sick pany lﬂh
Pleasant Vallewy, XY 09993 H I
! 14 Other 12¢

g
: |
12d
[+
i

15 State Employer's state 1D number
XY 1555571—1

|

16 State wages, tips, etc.
52,440.70

17 State income tax

18 Local wages, tips, etc.

19 Local income tax 20 Locality narma

_ wW-2 Wage and Tax

Department of the Treasury —Intemal Revenue Service

iyl € + file 4

FAST!
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Let’s calculate income

MGIC

Monthly income: $2,308 x 26 / 12 $5,001
YTD income: $27,692 / 5.63 months $4,919
Most recent year’'s W-2: $57,400 / 12 $4,783
Prior year's W-2: $55,201 / 12 $4,600

What's the monthly
qualifying income?

Why?
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Base Income - Peter

MGIC

FRANKLIN ELEMENTARY SCHOOL
17 BARKER RD., PLEASANT VALLEY XY 99999

SIMON, PETER
PAYMENTS RATE  HOURS CURRAM

GROSSPAY - PRE-FED-TAX = FEDTXGRS - FED
CURRENT 185416 370 153706 13843
YEAR-TQ-DATE 2033576 348810 1690766  1523.28

JON, PETER QcsEC ENDING 6115, 20X EPOSIT DATE 6115/ 20%x DEPOSIT NO 930712
Imm:ms RATE  HOURS CURRAMT YTDAMT ] DEDUCTIONS CURRAMT  YTDAMT BENEHIS CURRAMT  YEDAMT
REGULAR SALARY 185416 2039576 FLX.OEE DENTAL HEP-F 48 148307
BENEFITAD) i 415

TEACHERPAY 9368 0E05E

BOKRD PAID usEl 108127

FICA 9561 105547

HEALTHHEP-F (R R i

172 15080

2330 ISE30

1A W

CURRAMT  YTDAMT

= NETPAY LOC MAR FED STA
N5402 HIG Mo2M oM
1269422
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Teachers MGIC 4

Challenge: determining whether a teacher
is a 12-month or 10-month employee:

« VOE

* Teacher’s contract

* County website

* Verify with HR department

[
Income calculation for 10-month employee

If paid semi-monthly = (base x 2) x 10 /12 = monthly qualifying income
If paid bi-weekly = (base x 22) /12 = monthly qualifying income

(¥

2N

)
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Base Income Calculation

MGIC

FRANKLIN ELEMENTARY SCHOOI
17 BARKER RO, PLEASANTVALLEY ¥ 59999
SIMOM, PETER SOCSEC NO AR - X3 PERICL ENDING 615720 DEPOET [ATE 615120 DEPOSET MO 330702

PAYMENTS CURRAMT  TTDAMT [JDEDUCTIONS CURRAMT  YTDAMT  BENEFTS CURRAMT YT AMT

REGULARSALARY 185416 7039576 JFLX-DES CARE DENTAL KEP-F P48 148307
FLY-HLTH CONTR 6AT 18481 BENEFITAD 75 4125
FLEMEDE 20X 15028 M3 20 9569 10305
AETNALIF INS 5000 55000 BOWRDPAID 9557 108127
FICA 52 W095ET FICA 3562 109587
FEDTAX | % GROSS HEALTH MEP-F s TR S
FECIWITH ThX 13848 152328 LIFEINSURBNCE I
HLTH IN5 MEDICARE 330 25630
LTS INS DED 1225 13475 VISION HEP-F 82 262m2
MEDICARE 730 25630

SIMON, PETER

PAYMENTS RATE  HOURS CURRAMT  YTDAMT DEDUCTIONS CURRAMT  YTDAMT  BENEFITS CURRAMT  YTDAMT
OEA DUES ny M
K TAX % GROSS
HY STATE 14X L 7EE.04

GROSSPAY - PRE-FED-TAX = FEDTXAGRS - FEDTAX - STATAK - FICA/MED - OTHOED = NETPAY LOC  MAR Ca ICU Iate
CURRENT 185416 70 W06 13BAR TIG4 1482 5000 N5 HIZ M 0
YERRTO-DATE  J3357E BEEN) O GODZGE  1S7AZE THEOM4 SR SE0AD 1268477 Pete rs:

* Monthly income
* YTD average
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Let's Calculate Income MG'C

Monthly income: $
YTD income: $
Most recent year's W-2: $
Prior year’'s W-2: $

What's the monthly
qualifying income?

Why?
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Base Income - continued

MGIC

This information is being fumished to the Intemal Revenue Service. If you
OMB No. 1545-0008 e required to file a tax retum, a negligence penalty or other sanction

a Employee’s social security number
XXX-XX-2030

may be imposed on you if this income s taxable and you fail to report it.

b Employer identification number (EIN)

1 Wages, tips, other compensation

2 Federal income tax withheld

66-6003743 41,676.99 5,254.10
¢ Employer's name, address, and ZIP cade 3 Social security wages 4 Social security tax withheld
Franklin Elementary School 42,876.99 2,658.37
17 Barker Road are wages and tips & Medicare tax withheld
Pleasant Valley, XY 99399 A2l s
TGl secunty tps 8 Allocated tips

d Control number

e Employee's first name and initial
Peter S5imon
12 Cakwood Lane

Pleasant Valley, XY 9983385

f Employes's address and ZIP code

Last name Suff.

9

11 Nonqualified plans

10 Dependent care benefits

12a See instructions for box 12
G

14 Cther

§D |1,200.00
13 Stauiory H:wml Eﬁ&’"’ lzh
g 8 P
12¢
P
H
12d
¢
d
H

15 State Employer's state ID number
XY 102345

16 State wages, tips, etc. | 17 State income tax

41,676.99 2,499.867

18 Local wages, tips, etc.

189 Local income tax 20 Locality name

. W-2 Vage and Tax

Department of the Treasury—Intemal Revenue Service

bl + file J

FAST!
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Base Income - continued MGIC

a Employee’s social security number This information is being fumished to the Intermal Revenue Service. If you
-2x-2030 OMB No. 1545-0008 0 e o thim inoorse s gl B you i 10 18Pt .
b Employer identification number (EIN) 1 Wages, tips, other compensation 2 Federal income tax withheld
66-86003743 38,204.04 3,783.00
¢ Employer's name, address, and ZIP code 3 Social security wages 4 Social security tax withheld
Franklin Elementary Schoaol 39,300.04 2,436.60

17 Barker ERoad

5 Medicare wages and tips Medicare tax withheld
Fleazant Valley, XY 99999 33,300,043 38383

T Social security tips 8 Allocated tips
d Control number 9 10 Dependent care benefits
e Employee's first name and initial Last name Suff.| 11 Nongualified plans 12& See instructions for box 12
Beter Simon § D Il,OBG.OO
Stalutary Retirament Third-party
12 Qakwood Lane it employes B sick pay §2h
Plea=zant Valley, XY 99949 : I
! 14 Cther 12¢c
<
: I
12d
c
=
f Employee’s address and ZIP code
15 State Employer's state ID number 16 State wages, tips, etc. | 17 State income tax 18 Local wages, tips, etc. | 19 Local income tax 20 Locality name

XY l 02345 38,204.04 2,458.04

|
_W-2 2020 o e

FAST! Use
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Let’s Calculate Income

MGIC

Monthly income: $1,854 x 24 / 12 $3,708
YTD income: $20,396 / 5.50 months $3,708
Most recent year's W-2: $42,877 / 12 $3,573
Prior year’'s W-2: $39,300 / 12 $3,275

What's the monthly
qualifying income?

Why?
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mgic.com/seb

Employment and Other Income Analysis Worksheet

MGIC

MGIC

User Tips:
* Add borrower information in blue-shaded fields
# Click the "O" button to expand income source section
LA
- Select "A" for Annualized YTD Monthly Earnings
- Seiect "Y" for YTD Monthiv Earnings

- Select the Reset Workbook button on top to clear ail information
Income analysis may vary by investor. FOLLOW INVESTOR GUIDELINES.

File Name: Prepared by: Date:

Borrower Name: Employer Name:

O | BasePay

Overtime

Bonus

Commission

o|o0|C

Other Income

rrower Name: Employer Name:

Base Pay

Overtime

DOOE

Ronnc
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Non-Taxable Income MGIC

Certain income may be non-taxable

Must verify what the source is and that its tax-exempt status is likely to
continue

May adjust income up 25% OR

if the borrower is in a more than 25% tax bracket, the actual tax bracket
% may be developed

For FHLMC - Social security income (i.e., retirement, disability, survivor and SSI), you may

gross up 15% of the income by 25% without obtaining evidence the income is tax-exempt.

35
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"1 040 u.s. lmnwdual Incnma '!'ax Relum

12021

OMB Na. 1545-0074

IAS Use Onby—Da not write o staple in fhis space.

Filing Status | | single [ | Married filing jointly

[_] Married filing separately (MFS) [ | He&d of household (HOH) || Qualifying widow(er) (QW)

MGIC

Chsi';:“'!" If you ehecked the MFS bex, enter the name of your spousa. If you checked the HOH or QW bax, enter the child's name If the qualifying
e . parson s a child but not your dependent b
Your first name and middle initial Last name Your social security numbser
[
If joint return, spouse's first name and middle initial Last name ‘Spousa's social security number
|
Home address {number and street). if you have a PO, box, sse instructions. Apt no. Presidential Election Campaign
Check hera if you, or your
= spouse if filing jointy, want $3
City, town, or post office. If you have a foreign address, also complete spaces balow. State ZIP code 10 go 1o this furid, Chacking a
box below will not change
Foreign country nama Foreign province!state/county Foreign postal code | your tax or refund.
[IYou []Spouse

At any time during 2021, did you receive, sall, exchange, or otherwise dispose of any financial interest in any virtual currency? [1Yes [ |No

Standard Someone canclaim: | | Youasadependent [ | Your spouse as a dependent

Deduction | | Spouse itemizes on a return or you were a dual-status alien
Age/Blind You: [_| Were born before January 2,1957 [ | Areblind ["] Was bomn before January 2, 1957 || Is blind
Dependents (see | ) {2) Social security {3} Relationship {#) &' if qualifies far {see instructions):
If mare (1) First nams Last nams number to you Child tax cradit Credit for other dependents
than four ] [
dependonts. T
and check L " .
herem [ - TN I
——————_1_ Wages, salaries, tips, etc. Attacl/Form(s) W-2 s
tach : 2a  Tat-exempl interast . Taxable interest . . .
:::j:a: 3a  Qualified dividends Ordinary dividends . . .
"~ J 4a iRAdistributiens . Taxable amount . i
Sa Pensions and annuities . b Taxable amount . 6a minus 6b = non-taxable
Standard Ba Social security benefits . b Taxable amaount .
m“'“"— 7 Capltal gain or (loss). Attach S required, check here
Married fiing 8  Other income from Schedule 1, line 10
e 9 Addlines 1, 2b, 3b, db, 5b, 6b, 7, and 8. This is your total Income
* Married tiing 10  Adjustments to income from Schedule 1, line 26 4,
w,\.?'w 11 Subtract line 10 from line 9. This is your adjusted gross Inmmo
g;‘gg"' 12a deduction or deductions (from Schedule A)
* Head of b Charitable contributions if you take the dard daduction (sea | bons)
e ¢ Add lines 12a and 12b
sfyouchecked | 13  Qualified business income Mioﬂcn lmm me 99‘35 or Form 3995 A 13
pbexi™®= | 44 Add lines 12¢ and 13 .. 14
oniguh | 16  Taxable income. Subtract line 14 fn:m Ins 11 If zaro or Isss, anter - 15
R

For Disclosurs, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions.

Cat. No. 113208

Form 1040 2021}
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What About Alimony? GIC

zs,'::?:;s 2 Additional Income and Adjustments to Income

gt o e Trossy  Attach to Form 1040, 1040-5R, o¢ 1040-NR.

OMB No. 15450034

2021
P
Sequence No. 01

- .
Nameis) shown on Form 1040, 1040-SR, or 1040-NR |1w social security number

Additional Income T\
1 Taxable refunds, credits, or offsets of state and local income taxes// . . . . . .
2a Alimc

b Date of origl —
3 Business income or (loss), Attach Schedule G . . . . . . . { .. ... .. 3
4 Other gains or (losses). Attach Form4787 . . . . . . . . . .\(. .. ... H
5 Rennalgrea\ estlate‘ r)nyallies. partnerships, S corporations, trust: c. At Al I m O ny paym e ntS a re n O

SchaddleE’ -0 & G Ek A E RETRES S AR R S wETES A A 5
6 Farmincome or (loss). Attach ScheduleF . . . . . . . . . . .. ... .. 6

o i AN R : longer tax deductible, and

8 Other income:

jivorce or separation agreement (see Instructions)

d Foreign eamed income exclusion from Form 2555 . . . . .

b S the receipt of alimony isn't
< Tom it 1% o ¢ [ taxable as income for
o o s = divorces entered into

i Activity not engaged in for profitincome . . . . . . . . .
J Stock options 0§

j Gotessban 1 1 o i o oy o BEA € after Dec. 31, 2018.

the rental for profit but were not in the business of renting such

PROBBIY. o oo v s bia b s b ow ea ke w s 8k
I Olympic and Paralympic medals and USOC prize money (see

Ietructions) . . . . v s wia v e ke w e wea w s 8l
m Section 951(a) inclusion (see instructions) . . . . . ... |Bm
n Section 951A(a) inclusion (see instructions) . . . . . 8n
o Section 461(] business loss adjustment . . . . . . . Bo

p Taxable distributions from an ABLE account (see instructions) . | 8p

z Other income. List type and amount b

8z
9 Total other income. Add lines Bathrough8z . . . . . . . . . .. ... .. 9
10 Combine lines 1 through 7 and 9. Enter here and on Form 1040, 1040-SR, or
TN B oot o s o s e e e W e W 10

For Paperwork Reduction Act Hotice, see your tax return instructions. Gt N Ti470F “Schaduie 1 (Form 1040 2021
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Employment and Other Income Analysis Worksheet  MGIC

X ] Is the Non-Taxable?

Select to
include as

qualifying
income: Annual Amount Monthly Amount

Gross amount reported on personal tax return G £
D P P $ 20,000.00 | © U g 1,666.67
or Form 1099 f 1005
Taxable amount reported on personal tax Taxable portion =
_— 5 8,000.00 ey ] 666.67
sy Mo bl
Amount eligible for gross-up 25% 5 12,000.00 o m;t:rﬁ.;m 5 1,250.00

Current MONTHLY amount (to gross-up; enter personal tax return information above)

Taxable amount (based on entry above) $ -

Amount eligible for gross-up {based on entry above) § =

1 [0 O

Qualifying Income from: s 1,916.67
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< 2 Year Employment History - MG'C

Primary Employer

* New to the workforce

* Returning after extended
absence

‘ » * Recent employment gap
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Part |l — Verification of Present Employment
9. Ap ‘s Date of Employ 10. Present Position 11. Probability of Continued Employment
04/01/2022 Quality Control Auditor Good

12A. Currenmt Gross Base Pay (Enter Amount and Check Period) 13. For Military Personnel Only 14, If Overtime or Bonus is Applicable,
Annual " Hourly Pay Grade Is Its Continuance Likely?
6.000.00 ~ Monthly Other (Specify) Type Monthly Amount Overtime [ Yes No
Pt : Weekly - " Bonus €] Yes L No
12B. Gross Earnings o 15. If paid hourly — average hours per
Type Year To Date Past Year Past Year Rations $ wosk
Thru 8/3U7Z2 Fi 16. Date of applicant’s next pay increase
ight or
Base Pay $30,000.00 | $ Hazard s
Clothing $
Overtime $ H s 17. Projected amount of next pay increase
Quarters $
Commissions $ $ Pro Pay $ 18. Date of applicant’s last pay increase
Overseas of R —
Bonus $ $ $ Combat L3 19. Amount of last
Variable Housing
Towl s 30,000.00 |4 0.00 s 0.00 Abowance s

20.Remarks (H employee was off work for any length of time, please indicate time period and reason)

OE

1d. IF APPLICABLE, Complete Information for Previous Employment/Self-Employment and Income ["] Does not apply

Provide at least 2 years of current and previous employment and income.

Employer or Business Name 123 Buziness Previous Gross Monthly
Street Unit & Income $ 5500 /month
ity State ZIp Country

Pasition or Title Analyst - Quality Control
StartDate 3 / 1 [/ 2015 (mmiddiyyyy)
EndDate g8 / 15 / 2018 (mmiddiyyyy)

[] Check if you were the Business
Owner or Self-Employed
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Part Two - Variable Income MGIC

e Variable income rules

e Calculation of income
e Secondary or part-time income
* Three case studies for variable income

* Less than 2-year history for secondary income
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Variable Income MGIC

Fluctuating earnings

Amount is NOT predetermined,
does NOT occur with regular
frequency and a definite
amount is NOT documentable
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Examples of Variable Income

Hourly - no set Part-time
hours per week employment

Overtime

MGIC

Shift or on-call

Commission




10/3/2022

Variable Income Rules MGIC

* 24-month history is recommended - in no event should
employment history be less than 12 months

e Calculation of income will be determined based on whether
income trend is consistent, increasing or decreasing

* Additional analysis should be done when the income
fluctuates more than 10% from year to year

44
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Calculate by Income Trend  MGIC

 When should | average?

e Can | use the YTD income in my
calculation?

 Why isn'’t it always the same in every file?

|
e—

.3
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Remember The 4 Cs MC"C <

Credit

* Borrower’s willingness to repay a loan

Capacity

e Borrower’s ability to repay based on the amount & stability of income

Capital

* Borrower’s investment in the property from savings & other sources

Collateral

* Property’s value & marketability to provide adequate security for the
loan based on an appraisal
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Word Bank:

higher

averaged

lower

disregarded

MGIC

If the trend in the amount of income is stable or
increasing, the income amount should be

averaged .

If the trend is declining but has since stabilized
and there’s no reason to believe the borrower
will not continue to be employed at the current
level, the ___lower amount of income must
be used.

If the trend is declining the income may not be
stable. Additional analysis must be conducted to
determine if any income should be used but in
no instance may it be _averaged overthe
period when the decline occurred
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n
Secondary or Part-Time Income ‘ I‘
Part || — Verification of Present Employment
9. Appl 's Date of ent 10. Present Position 1. P ility of C E:
02/15/2018 Cabinet Maker Good
12A. Currenmt Gross Base Pay (Enter Amount and Check Period) 13. For Military Personnel Onty 14. H Overtime or Bonus is icable,
Annual ¥ Hourly Pay Grade Is Its Continuance Likely?
" Monthly Other (Specity) Type Monthly Amount Overtime [ Yes No
20.00 Bonus [ Yes (INo
B Weekly €
= Base Pay $ -
12B. Gross Earnings 15. If paid hourly — average hours per
Type Year To Date Past Year 2021 | Past Year 2020 Rations $ wesk 20
Th; .4 Flight o 16. Date of applicant’s next pay increase

Base Pay s 10,150.00 ¢ 14,340.00 | ¢ 15,630.00 Hazard s

Clothing ]
Overtime $ $ $ 17. Projected amount of next pay increase

Quarters $
Commussions | § $ $ Pro Pay $ 18. Date of applicant’s last pay increase

Overseas of
Bonus $ $ s Combat $ 19. Amount of last pay increase

Variable Housing
Total ¢ 10,150.00 ¢ 14,340.00 ¢ 15,630.00 Allowance s

X T Base Pay
Selectto
include as Hours
qualifying Worked
income: 8o Weekly Monthly Earnings
|:| $ 1,733.33

# of Months: Monthly Earnings: % Change:
] YTD 2022 7.48 s 1,356.95  +13.55%
] Year 2021 1200 § 1,195.00 -8.25%
I:‘ Year 2020 1/1/2020 12/31/2020 | $ 15,630.00 12.00 s 1,302.50 -

I Qualifying Base Pay: s i I
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Employment and Other Income Analysis Worksheet

User Tips:
* Add borrower information in blue-shaded fields
= Click the "0" button to expand income source section
» Populate ¥TD Monthly Eamnings:
- select "a" for Annualized YTD Monthly Earnings
- Select "Y" for YTD Monthly Earnings
the Reset Workbook button on top to clear all information

MGIC

Income analysis may vary by investor, FOLLOW INVESTOR GUIDELINES.

File Name: Prepared by: Date:
Borrower Name: \ Employer Name:
X l Base Pay \
Selectto
include as Hours
qualifying Pay Frequency Worked
income: te of Pay  (selece from deop down) Weekly Monthly Earnings
D Varies = 5 E
Weekly [52)
Dehe P Ef\:fnlir 126 &
Date From: Semi-Menthly [24) 1] Mnnl.hsl: Monthly Earings: % Change:
7] ¥iD 2022 | 1/1/2022. e 4 o4 C E
= Semiy Iy (2]
i) vear 20 | appmom | wpapon oS 120§
il vear 2020 | 1/1f2020 | 12/31/2000 [ 1200 § - -
I Qualifying Base Pay: ] -
0 | overtime
O | Bonus
0O | commission
O | other Income
Borrower Name: Employer Name:
Q | Base Pay
Pl s

49
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Borrower Name: Employer Name:  Secondary Employment
X ] Base Pay
Select to
include as Hours
qualifying Pay Frequency Worked
income: Rate of Pay  (selectfromdropdown)  Weekly Monthly Earnings
[] [ 2000] vaes |, $ .
Date Paid
Date From: Through: Total Earnings:  #of Months: Monthly Earnings: % Change:
(A
YID 2022 | 1/1/2022 8/15/2022 10,150.00 7.48 ,J $ 1,356.95 +13.55%
Year 2021 | 1/1/2021 12/31/2021 14,340.00 12.00 $ 1,195.00 -8.25%
Year 2020 1/1/2020 12/31/2020 15,630.00 12.00 $ 1,302.50 -
| Qualifying Base Pay: $ 1,274.46
Borrower Name: Employer N Secondary Employment
X ] Base Pay
Select to
include as Hours
qualifying Pay Frequency Worked
income: Rate of Pay  (selectfromdropdown)  Weekly Monthly Earnings
I:] | $ 20.00 | Varies ’ = $
Date Paid
Date From: Through: Total Earnings:  # of Months: Monthly Earnings: % Change:
YTD 2022 1/1/2022 8/15/2022 S 10,150.00 7.48 g $ 1,356.95 +13.55%
Year 2021 | 1/1/2021 12/31/2021 | $ 14,340.00 12.00 $ 1,195.00 -8.25%
Year 2020 | 1/1/2020 12/31/2020 | § 15,630.00 12.00 $ 1,302.50 -
| Qualifying Base Pay: $ 1,248.75

MGIC
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Case #1: Varied Hours MGIC

Borrower is employed in healthcare and has been at their
current employment with Any Hospital for 4.5 years. Paystubs
show the borrower does not work set hours and is paid
shift/weekend differential.

How would you calculate the qualifying income?

What other questions might you have?
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Lumping All Income Together

MGIC

[

OO0

$ 5,026.67
Date From: Total Earnings: ¥ # of Months: Monthly Earnings: % Change:
YTD 2022 1/1/2022 8/15/2022 $ 52,000.00 7.48 $ 6,951.87 -2.37%
Year 2021 | 1/1/2021 12/31/2021 | $ 85,450.00 12.00 $ 7,120.83 +7.35%
Year 2020 1/1/2020 12/31/2020 | $ 79,600.00 12.00 $ 6,633.33 -
L

Borrower Name: Employer Name: ~ ANY HOSPITAL/LAB TECH
X ] Base Pay
Select to
include as Hours
qualifying Worked
income: Weekly Monthly Earnings

| Qualifying Base Pay:

I

6,951.87 | >
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Borrower Name: Employer Name: ANY HOSPITAL
X | Base Pay
Select to
include as Hours
qualifying Pay Frequency Worked
income: Rate of Pay  (selectfrom drop down) Weekly Monthly Earnings
I:I $ 29.00 I Hourly (H) l 40.00 | $ 5,026.67
Date Paid
Date From: Through: Total Earnings:  #of hs: Monthly Earnings: % Change:
YD 2022 | 1/1/2022 8/15/2022 | $ 34,000.00 7.48 s 4,545.45 -9.47%
D Year 2021 1/1/2021 12/31/2021 s 60,250.00 12.00 s 5,020.83 +7.97%
[ ] vear 2020 | 1/1/2020 12/31/2020 | § 55,800.00 12.00 $ 4,650.00 =
I Qualifying Base Pay: I 8 4,545.45 I
X ; Overtime
Select to
include as
qualifying Date Paid
income: Date From: Through: Total Earnings: #of :  Monthly Earnings: % Change:
] vip 2022 | 1/1/2022 s/15/2022 | ¢ 3,400.00 798 35 5 a54.55 -33.64%
[ Year 2021 | 1/1/2021 12/31/2021 | § 8,220.00 12.00 s 685.00 +51.97%
‘:’ Year 2020 1/1/2020 12/31/2020 s 5,409.00 12.00 s 450.75 -
I Qualifying Overtime: I s - I
Type: SHIFT DIFFERENTIAL
Select to
include as
qualifying Date Paid
income: Date From: Through: Total Earnings:  # of Months: Monthly Earnings: % Change:
[ ] YD 2022 | 1/1/2022 | 8/15/2022 | § 14,609.00 748 3 8 1,953.07  +38.03%
Year 2021 1/1/2021 12/31/2021 s 16,980.00 12.00 $ 1,415.00 -5.67%
Year 2020 1/1/2020 12/31/2020 s 18,000.00 12.00 S 1,500.00 -
Qualifying Other Income: | s 1,457.50 I
~

l Total Qualifying Income from:

-
$ k 6,002.95
~—

/

—

MGIC
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Case #2: Commissions MG'C

Borrower has been employed in the same position with the
same employer for 15+ years. He receives a monthly base
income of $5,500 that is supported by an electronic VOE.

Commission earnings need to be included and shown on the
worksheet from his job as an Account Executive for the largest
liquor vendor for restaurants in his city.

What concerns would you have based on the following?
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Borrower Name: Employer Name:  Beverage AE
X ] Base Pay
Select to
include as Hours
qualifying Pay Frequenw Worked
income: Rate of Pay  (selectfromdropdown) ~ Weekly ~ Monthly Earnings
| sso000| monthly(12) § 550000
Date Paid
Date From: Through: Total Earnings:  #of Months: Monthly Earnings: % Change:
] viD 202 | 1/1/2022 | sf1s/2022 |§ 4200000 748§ 561497  +20.43%
] Year 2021 | 1/1/2011 | 12/31/2021 [$ 5595000 1200  § 4,66250  +7.60%
] Year 2020 | 1/1/2020 | 12/31/2020 [$ 5200000 1200 § 4,333.33 -
| Qualifying Base Pay: $ 5,500.00
O | overtime
O | Bonus
X | Commission
Selectto
include as
qualifying Date Paid
income: Date From: Through: Total Earnings:  #of Months: Monthly Earnings: % Change:
] vio 2022 | 11202 | spsjo [§  wonw| 74 [ § 173400 -37.42%
] Year 2021 | 1/1/2021 | 12/31/2021 [$ 3325000 1200 § 27092 -6.00%
] Year 2020 | 1/1/2020 | 12/31/2020 [$ 3537500 1200 § 2,947.92 .

I Qualifying Commission:

R

MGIC

55
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X ] Commission

Select to

include as

qualifying Date Paid

income: Date From: Through: Total Earnings:  #of Months: Monthly Earnings: % Change:
YID 2022 | 1/1/2022 8/15/2022 | $ 12,971.00 7.48 g $ 1,734.09 -37.42%
[] Year 2021 | 1/1/2021 | 2f3f2om |$ 3325100 1200 § 277092 -6.00%
] Year 2020 | 1/1/200 | 12312020 [§ 3537500 1200 $ 2,047.92

| Qualifying Commission: dr 1,734.09! D
X ] Commission

Selectto

include as

qualifying Date Paid

income: Date From: Through: Total Earning: #of Months: Monthly Earnings: % Change:
vio 202 | /2022 | sfas/o2 |$  womoo| 748 s 173400 -37.42%
Year 2021 | 1/1/2021 12/31/2021 | % 33,251.00 12.00 $ 2,770.92 -6.00%
] Year 2020 12/31/2020 | % $ 2,047.92

X ] Commission

Selectto
include as
qualifying

income:

YD 2022
Year 2021

2,372.79

Year 2020

s:  Monthly Earnings: % Change:
2 8 s 1,734.00 37.42%
$ 2,770.92 -6.00%

$ 2,947.92

| Qualifying Commission:

2,592.1D
\

MGIC

Is it okay to average
declining income?

Could we use this
Income without an
explanation?
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Case #3: Overtime MGIC

Borrower started at Amazon in 11/2020 working in inventory
control. They worked in a similar position for a previous employer
for 10 years. Borrower is paid base plus overtime and needs both
sources to qualify.

VOE in file shows the following earnings

Would you use overtime income?
If so, how would you calculate it?
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Borrower Name: Employer Name:  AMAZON
X ] Base Pay
Select to
include as Hours
ql.lalifving pay Frequency Worked
income: Rate of Pay  [selectfromdropdown] ~ Weekly  Monthly Earnings
[s 17| Houly(s) w0 |§ 3269
Date Paid
Date From: Through: Total Earnings:  #of Months: Monthly Earnings: % Change:
|:| YD 2022 | 1/1/2022 6/30/2022 | $ 19,542.00 6.00 $ 3,257.00 +0.00%
D Year 2021 | 1/1/2021 12/31/2021 39,083.00 12.00 $ 3,256.92 +0.21%
|:| Year 2020 | 11/1/2020 | 12/31/2020 | $ 6,500.00 2.00 $ 3,250.00
| Qualifying Base Pay: $ 3,256.93
X ] Overtime
Selectto
include as
qualifying Date Paid
income: Date From: Through: Total Earnings:  #of Months: Monthly Earnings: % Change:
|:| YD 2022 | 1/1/2022 6/30/2022 | § 16,511.00 6.00 % $ 2,751.83  +156.98%
|:| Year 2021 | 1/1/2021 | 12/31/2021 | § 12,850.00 | 1200 § 1,070.83  -45.09%
[] Year 2020 | 11/1/2020 | 12/31/200 | 390000 200 ¢ 1,950.00
| Qualifying Overtime: $

MGIC
R

Do you have 24-month
history of variable
income?

Is the overtime income
consistent/stable?




10/3/2022

MGIC

X ] Overtime
Select to
include as
qualifying Date Paid
income: Date From: Through: Total Earnings:  # of Months: Monthly Earnings: % Change:
[] YD 2022 | 1/1/2022 | 6/30/2022 |$ 165100 600 O $ 2,751.83  +156.98%
Year 2021 | 1/1f2021 | 12/31/2021 | § 12,850.00 | 1200 § 1,070.83  -45.09%
[] Year 2020 | 11/1/2020 | 12/31/2020 | § 3,000.00 | 200 $ 1,950.00 -
| Qualifying Overtime: | $k 1,070.83 | >
X | overtime
Select to
include as ‘
qualifying Date Paid
income: Date From: Through: Total Earnings:  # of Months: Monthly Earnings: % Change:
YD 2022 | 1/1/2022 | 6/30/2022 |$§  16511.00| 12.00 g $ 1,375.92  +28.49%
vear 2021 | 1/1/2021 | 12/31/2021 |$ 1285000 1200 § 1,070.83  -45.09%
] Year 2020 | 11/1/2020 | 12/31/2020 |$ 390000 200 1,950.00 x

I Qualifying Overtime:

[ wmn] D

Annualizing option
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<2 Year History - Secondary MGlC

* Primary employment

« Same field
* Related field

60

60
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Updates

MGIC

To<O s

Resources

——

10/3/2022



10/3/2022




10/3/2022

Summary MGIC

* Discussed different income types

* Reviewed documentation requirements

* Learned how to review income documentation to
determine what income can be considered for
underwriting purposes
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Connect with Us

Twitter: mgic.com/twitter

Blog: mgic.com/blog

LinkedIn: mgic.com/linkedin

YouTube: mgic.com/youtube

Facebook: mgic.com/facebook

64
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V&o Get a free MI quote:

mgic.com/MiQ

Explore training;:
mgic.com/training

Connect with your rep:

mgic.com/contact

MGIC

MGIC 5%

Celebrating sixty-five years = Est. 1957




' o MGIC

Thank you!

10/3/2022
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Answer -

Elizabeth’s income (Slide 23)

MGIC

Monthly income: $2,308 x 26 / 12

$5,001

YTD income: $27,692 / 5.63 months

$4,919

Period decimal calculation = days in period / days in month

For this example: 19 days into June / 30 days in June = .63 of June
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Answer -
Peter’s income (Slide 30)

MGIC

Monthly income: $1,854 x 24 / 12 $3,708
YTD income: $20,396 / 5.50 months $3,708
Most recent year's W-2: $
Prior year's W-2: $




