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Evaluating and Calculating
Borrower Income

FOCUS ON VARIABLE INCOME



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information may be outdated due to the rapidly changing nature of the residential mortgage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.



Variable Income - Agenda MGIC

* Defining variable income

* Guidelines and rules

Analyzing overall risk

Calculation of income
* Four case studies
e Secondary or part-time income
* 1099 Borrowers

* Your questions




Variable Income MG'C

Fluctuating earnings

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




. Examples of Variable Income  MGIC

Overtime Commission

Hourly - no set Part-time :
hours per week employment Shift or on-call



Calculate by Income Trend  MGIC

 When should | average?

 Can | use the YTD income in my
calculation?

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

—

-
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Remember The 4 Cs MGIC <

Credit

e Borrower’s willingness to repay a loan

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

Capital

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

Collateral

e Property’s value & marketability to provide adequate security for the
loan based on an appraisal




Assessing the Overall Risk MGIC

Loan File #1

Credit - includes one credit card account with six-
month history

Capital - the LTV is high and the down payment
and closing costs are coming from gift funds

Collateral - the appraisal identified deferred
maintenance

Loan File #2

Credit - reflects good depth with a stellar payment
history

Capital - the LTV is lower and assets to complete
the transaction are coming from borrower’s own
funds

\/ Collateral - the property value is well supported by
the appraisal



Variable Income Rules MGIC

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

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

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



Freddie Mac - Degree of Fluctuation

MGIC
>30% fluctuation

< 10% fluctuation 10-30% fluctuation
The i_ncome trend is No additional If the increase is
considered analysis or >30%, additional

consistent when the
iIncrease YTD and
prior year(s) is less
than or equal to 10%.

No additional
analysis or docs are
required

documentation is
required with a
documented
verification of a pay
raise.

analysis is required
to determine income
stability and develop
an accurate
calculation of income

Freddie Mac selling guide sections 5303.2 and 5303.3



Word Bank:

* higher

* averaged

* lower

disregarded

MGIC

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

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 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 over the
period when the decline occurred




MGIC <

Change in compensation
Change in position

Change in employment

Change in pay structure I



Can a LOE from employer be used
to calculate income with a raise?

Borrower works fluctuating hours and recently
received a raise. Can a LOE from the employer which
Indicates the average hours worked be used to
calculate income?

Answers:
A: Yes, if the employment is arms-length
B: The earnings should be averaged
C: Lender should calculate hours worked YTD
and prior years and multiply by new hourly rate
D: Either B or C are acceptable




New job with fluctuating income MGIC

Borrower recently started a new job 9/1/24 and has been on their
current job for 6 months. Borrower’s previous job was in the same

field.
Tax Year Dates Earnings
Current Job - YTD 01/01/25-03/01/25 $12,750
Current Job — prior year 09/01/24 - 12/31/24 $23,980
Previous Job — prior year 01/01/24 — 08/30/25 $38,450

Is additional analysis required?




New job with fluctuating income - MGIC
Earning trends

Tax Year Dates Earnings
Current Job - YTD 01/01/25 -03/01/25 $12,750
Current Job — prior year 09/01/24 —12/31/24 $23,980
Previous Job — prior year 01/01/24 - 08/30/25 $38,450

Current job - $12,750 plus $23,980 = $36,730/6 = $6,121.67
Current job annualized = $73,460

Prior job = $38,450 /8 = $4,306.25
Prior job annualized = $51,675

Calculate difference = $73,460 - $51,675 = $21,785

Divide the difference by prior year earnings amount x 100
$21,785 /$51,675 = 42.16%




mgic.com/seb MGIC

Employment and Other Income Worksheet MGIC

User Tips:
+ Add borrower information in blue-shaded fields

& Click the "0" button to expand income source section
* Populate ¥YTD Monthly Earnings for variable income sources:
“arnings
- Seject Y for ¥YTD Monthiv Earnings (default)
- Select the Reset Workbook button on top to dear all information

Income analysis may vary by investor. FOLLOW INVESTOR GUIDELINES.
File Name: Prepared by: Date:

Before you can use the worksheet, you must make it a Trusted Document. Click here for instructions.

Borrower Name: Employer Name:

Base Pay
Owvertime

Bonus

Commission

O|0|0|0|0

Other Income

Borrower Name: Employer Name:

Base Pay
Owvertime

Bonus

Commission

O|0|0|0|0

Other Income

rrower Name: Employer Name:

Base Pay
Owvertime

O00|=

Bonus

Income Calculator Instructions



http://www.mgic.com/seb
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CASE STUDY #1 - SHIFT DIFFERENTIAL



Case #1: Varied Hours MG'C

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 weekend/night
shift differential.

*How would you calculate the qualifying
income?

*What other questions might you have?

1141330707



Lumping All Income Together MGIC

Borrower Name: Employer Name: ANY HOSPITAL

X | BasePay

Select to
include as

qualifying
income: eekly Manthly Earnings

5 -

]

onths:  Maonthly Earnings: % Change:

YTD 2025 5 7,505.45 +3.99%
Year 2024 00 S 7,217.33 +5.47%
Year 2023 3 1200 & 6,842.75 -

=
Qualifying Base Pay: ( s 7,074.57 >




Employment and Other Income Worksheet

MGIC

X | Base Pay

Selectto
include as Hours
Pay Frequency
gualifying [Estesct Trom Brop Worked
income: Rate of Pay down Weeakly Manthly Earnings
|:| Varies 5 -
Date Paid
Date From: Through: Total Earnings: #of Months: Monthly BEarnings: %6 Change:
¥YTD 2025 | 1f1/2025 3/15/2025 | S 13,545.62 2.48 5 5,461.94 +7.10%
Year 2024 | 17172024 1273172024 | S 51,200.00 12.00 s 5,10:0.00 +0, 505
Year 2023 | 1 172023 12/31/2023 | S 55,388.0:0 12,00 s 4,657.33 -
I Cualifying Base Pay: I 5 4,933.29 I
X ] Owertime
Select to
include as
gualifying Date Paid
income: Date From: Through: Total Earnings: #of Months: Monthly BEarnings: %6 Change:
|:| ¥YTD 2025 | 1f1/2025 3/15/2025 | S 887.21 2.48 5 357.75 -33.02%
|:| Year 2024 | 1f172024 12/31/2024 | S 6,409.00 12,00 s 534.08 -30.68%
|:| Year 2023 | 1 172023 12/31/2023 | S 9,245.00 12,00 s 770.42 -
I Qualifying Overtime: I 5 - I
X | Other Income
Type: Shift Differential - Night/Weekend
Select to
include as
gualifying Date Paid
income: Date From: Through: Total Earnings: #of Manths: Monthly Earnings: % Change:
¥TD 2025 | 1/1f2025 | 3/1s5/2005 | % 4,080.00 2.48 5 1,645.16 +3.91%
Year 2024 112024 12/31/2024 | & 18,599.00 12.00 g 1,583.25 +11.835%
Year 2023 | 1172023 | 12/31/2023 |§  16980.00| 1200 @& 1,415.00 -
I Qualifying Other Income: I 5 1,512.31]-'

P —

Total Qualifying Income from:

(5 6,446.09 )

\_/

MGIC
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CASE STUDY #2 - COMMISSION INCOME



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 a VOE.

Commission earnings need to be included
from his job as an Account Executive for
the largest liguor vendor for restaurants in

the city.

What concerns would you have based on
the following?




Borrower Mame: Employer Mame: BEVERAGEAE
X ] Base Pay
Select to
include as Pay Frequency Hours
qualifying [Bsisct Trom drop Worked
income: Rate of Pay dom Weekly Manthly Earnings
$  5,500.00 | Monthly(12) 5 5,500.00
Date Paid
Date From: Through: Total Earnings: #of Months: MWonthly Earnings: % Change:
|:| ¥TD 2025| 1712025 | 3/15/2025 | &  13,924.00 248 5 5,614.52  +2.47%
|:| Year 2024 | 1j1/2024 | 12/31/2024 | % 6575000 | 1200 & 5,479.17  +32.80%
|:| Year 2022 | 1/1/2023 | 12/21/2022 |$  49,51000| 1200 & 4,125.92 -
| Qualifying Base Pay: 5 5, 500.00
0 | Overtime
0 Bonus
X | Commission
Selectto
include as
qualifying Date Paid
income: Date From: Through: Total Earnings: #of Months:  Maonthly Earnings: % Change:
|:| ¥TO 2025 | 1712025 | 371572025 | S 5,621.00 2.48 3 2,266.53  +26.05%
|:| Year 2024 | 1/1/2024 | 12/21/2024 | %  21,577.00| 1200 & 1,798.08  -41.83%
|:| Year 2023 | 1/1/2023 | 12/31/2023 | %  37125.00| 1200 5 3,093.75 -
| Qualifying Commission: 5 -

0 ] Other Income




X Commission

Selectto

include as

qualifying
COMET

MGIC

ths:  Monthly Earnings: % Change:
YTDr 2025 2.43 5 2,266.53 +26.05%

Year 2024 12.00 5 1,733.08 -11.38%

Year 2023

12.00 5 3,083.75

Qualifying Comm r 2,429.12 | >

X | Commission

Selectto

include as

‘qualifying Date Paid
income: Date From: Through: Total Earnings: #of Months:  Monthly Earnings: % Change:
YID 2025 | 1f1/2025 | 3fi5/2005 | & 5,621.00 2.48 [ 2,266.53  +26.05%

L]

Year 2024 (| 1/1/2024 | 12/31/2024 |5 21,577.00 12.00 5 1,798.08 -11.88% IS It Okay tO average

Year 2023 | 1f1f2023 | 127312023 | S 37,125.00 12.00 5 3,093.75

T Temr— ST declining income?

X ] Commission

Select to -
include as COUld We use thIS
qualifying Date Paid
income: Date Fram: Through: Total Earnings: #of Months:  Maonthly Earnings: % Change: . -
|:| YT 2025 1f1/2025 3f1s5/2025 | & 5,621.00 2.48 s 2,266.53 +26.05% I n CO m e W It h O ut a n
Year 2024 | 1/1/2024 12f31/2024 | 5 21,577.00 12.00 5 1,753.08 -11.88% .
|:| Year 2023 | 11 2022 | 12/31/2022 |5 37,125.00 12.00 5 2,09832.75 - eX p | a n atl O n ?

| Qualifying Commission: b 1,753,038 ! >




How Would You Calculate
Variable Income With a Gap?

Borrower was on leave due to a surgery in
2024 for two months. Their earnings are
100% commission income.

2024 = $50,000
2023 = $60,000
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CASE STUDY #3 - BONUS INCOME



. Case #3: Bonus Income MGIC

Borrower started their current job as a
Marketing Specialist 5/20/2020.

Borrower is paid base plus bonus and needs
both sources to qualify.

VOE in file shows the following earnings

Would you use bonus income?
If so, how would you calculate it?




Base Plus Bonus MG'C

Part Il — Verification of Present Employment

9, Applicant's Date of Employment 10. Presant Position 11. Probability of Continued Employmaent
09/20/2020 Marketing Specialist Good
124, Curremt Gross Base Pay |Enter il'hﬂ'.lﬂl and Check Period) 13. For Military Parsonnel Only 14. It Overtime ot Bonus is Applicable,
Annual Haourly Pay Grade Is Its Continuance Likely?
T Monthly Other {Speacifyl Type Monthly Amount Overtime [ Yes No
1,875.00 Banus [ Yes L Mo
3 = Weekly -
12B. Gross Earnings Boee: Pay g 15. If paid hourly — average howrs per
Type Year To Date Past Year 2024 | Past Year 2023 Rations 5 week
Thru 315 Flight or 16. Date of applicant’s next pay increass
Base Pay s 20,312.50 g 9332121 g 88,980.00 Hazard &
"_' Clothing 5
Owertime 5 5 ] 17. Projected amount of next pay increase(
Quarters 4
Commissons | § 5 g Pro Pay 3 18. Date of applicant’s last pay increase
Owverseas or
Bonus ] 10,000.00 5 9,000.00 5 §,000.00 Combat 5 19. Amount of last pay increasa
Wariable Housin
Totsl s 30,31250 | 4 102,321.21 | 5 96.980.00 | amowance |

.Remarks (If employes was off work for any lengtifof time, please indicate time period and reason)
Bonus is paid annually




Employment and Other Income Worksheet

Borrower Mame:

Employer Name:  MARKETING SPECIALIST
X ] Base Pay
Selectto
include as Hours
Pay Frequency
qualifying [setact Trom drop Worked
income: Rate of Pay downj Weekly Monthly Earnings
$  1,875.00| Weekiy(52) 5 8,125.00
Date Paid
Date From: Through: Total Earnings: #of Months:  Monthly Earnings: % Change:
|:| ¥TD 2025 | 1/1/2025 | 3/15/2025 |§ 2021250 243§ 8,190.52  +5.32%
|:| Year 2024 | 1f1/2024 | 12/31/2028 |§ 9332121 1200 & 777677 +A.88%
|:| Year 2023 | 1f1/2023 | 12/31/2023 88,980.00 | 12.00 & 7,415.00 -
| Qualifying Base Pay:
0 | overtime
X | Bonus
Selectto
include as
qualifying Date Paid
income: Date From: Through: Total Earnings: #of Months:  Monthly Earnings: % Change:
|:| ¥TD 2025| 1f1f2025 | 312025 10,000.00 |  2.02 5 4,926.11  +556.81%
|:| Year 2024 | 1f1/2024 | 12/31/2024 9,000.00 | 1200 & 750.00  +12.50%
|:| Year 2023 | 1f1/2023 | 12/31/2023 800000 1200 @& E66.67 -
| Qualifying Bonus: 5 -

(0| Commission

(0 | other Income




- MGIC

Select to
include as

gualifying

nings: #of Months: Monthly Earnings: % Change:

$ A,926.11  +556.81%

1200 & 750.00  +12.50%
Year 2023 | 1j1f2023 1200 & 666,67 -

CQualifying Bonus: @

YTDr 2025
Year 2024

X | Bonus

Selectto

include as

qualifying Date Paid

Lo Date From: Through: Total Earnings: #of Months:  Maonthly Earnings: % Change:
YTO 2025 1f1/2025 3f1/3025 5 10, Ch00 o 5 833.33 +11.11% o .
Year 2024 | 1f1/2024 12/31f2024 | & 9,000. 00 12.00 s T50, 00 +12.50% Annua“ZIng Opthﬂ
Year 2023 | 1/1/2023 12/31/2023 | & 8,000.00 12.00 s BB6.6T -

Qualifying Bonus: q\?’ﬁﬂD
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CASE STUDY #4 - OVERTIME



Case #4: Overtime

Borrower started at Amazon 11/30/23
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?




Employment and Other Income Worksheet

MGIC

Borrower Mame: Employer Name: AMATON
X ] Base Pay
Select to
include as Pay Frequency Hours
qualifying {#aect from drop Waorked
income: Rate of Pay down] Weekly Maonthly Earnings
s 2279 |  Hourly[H} 000 |s 3,950.27
Date Paid
Date From: Through: Total Earnings:  #of Months:  Maonthly Earnings: % Change:
D YTD 2025| 1/1/2025 | 3/21/2025 1145821 268 & 4,273.96  +2.34%
|:| Year 2024 | 1/1/202a | 12/31/2024 |§ 47,2358 | 1200 S 3,926.96  -2.44%
D Year 2023 | 11/30/2023 | 12/31/2023 | § 414573 | 102§ 4,024.98
| Qualifying Baze Pay: s 3,950.27
X ] Overtime
Select to
include as
qualifying Date Paid
income: Date From: Through: Total Earnings:  #of Months:  Manthly Earnings: % Change:
D YD 2025| 1/1/2025 | 3/21/2025 271200 263 - & 1,011.94  +241.63%
D Year 2024 | 1f1/2024 | 12/31/2024 355400 1200 S 29617 +15.12%
|:| Year 2023 | 11/30/2023 | 12/31/2023 |$ 26500 103 & 257.28

| Qualifying Overtime:

5

MGIC
R

Do you have 24-month
history of variable
income”?

IS the overtime income
consistent/stable?



X | Overtime
Selectto
include as
qualifying
income: Date From: Maonthly Earnings: % Change:
YTD 2025 | 1/1/2025 § 1,011.99  +241.68%
Year 2024 | 1f1/2024 § 29617  +15.12%
Year 2023 | 11/30/2023 § 257.28 -

Qualifying Overtime:

X | Overtime
Selectto
include as
qualifying Date Paid
income: Date From: Through: Total Earnings:  #of Months:  Monthly Earnings: % Change:
D YID 2025| 1/1f2005 | 3/21/2005 |§ 271200 268 J 5§ 101194  +24163%
Year 2024 | 1/1/2024 | 12/31/2024 |§  355400| 1200 & 29617  +15.12%
Year 2023 | 11/30/2023 | 12/31/2023 |§ 26500 103§ 257.28 :

Qualifying Overtime:

T

MGIC
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SECONDARY OR PART-TIME INCOME



Secondary or Part-Time Income MG'C

Part Il — Varification of Present Employment

4, Applicant’s Date of Employment 10. Present Position 11. Probability of Continued Employment
, Personal Assistant Excellent
02/15/2020
124, Current Gross Base Pay (Enter {mnunl and Check Period} 13. For Military Personnel Oniy 14. If Overtime of Bonus is Applicable,
Arnnual < Hourly Pay Grade I Its Continuance Likely?
T Momthly Other (Specify) Type Maonthiy Amount Overtime [ Yes No
4 20.00 Weekly . Bonus [ Yes L No
12B. Gross Earnings & # 15. If paid hourly — average hours per
Type Year To Date Past Year 2024 | Past Year 2023 Rations 5 wiek 50
Thru 112D Right or 16. Date of applicant’s naxt pay increase
Base Pay s 25,612.00 ¢ 14,140.00 s 15,630.00 Hazard 5
"_' Clothing 5
Oniertame & § g 17. Projacted amount of next pay increase
Quiarters 4
Commasons | & 4 -] Pro Pay & 18. Date of applicant’s last pay increase
Overseas of
Bonis & & % Combat ] 19. Amount of last pay increasa
Variable Housing
Total s 2561200 |4 1414000 |4 15.630.00 | Asomance s

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

Borrower Name: Pat Partimer Employer Name:

K]Basepay

Select to
include as
qualifying
income:

[]

Pay Frequency

Maonthly Earnings
s 1,733.33

Date From:

¥TDO 2025 | 1f1/2025
Year 2024 | 1fif2024
Year 2023 | 1fif2023

Manthly Earnings: % Change:
s 1,581.28 +34.20%

s 1,178.33 -8,53%
g 1,202.50 -

O

I Qualifying Base Pay: 5 -




MGIC

Employment and Other Income Worksheet MGIC

User Tips:

+ Add borrower information in blue-shaded fields

* Click the "0" button to expand income source section

* Populate YTD Monthly Earnings for variable income sources:

- Select "A" for Annualized YTD Monthly Earnings

- Select "¥" for YTD Monthly Earnings (default)

- Select the Reset Workbook button on top to clear all information

Income amalysis may vary by investor. FOLLOW INVESTOR GUIDELINES.

File Name: Prepared by: Date:

an use the worksheet, you must make it a Trusted Document. Click here for instructions.

Borrower Mame: Pat Partimer Employer Mame:
L X | BasePay \ i

Select to

include as Pay Frequency Hours

qualifying from drop Warked

income: Rate of Pay dowmj Weekly Maonthly Earnings

[] s 20.00 Varies - s -
Date Paid
Date From: Through: Total Earnings: #of Months: Monthly Earnings: % Change:

YT 2025 | 1/1/2025 3f1/2025 | & 3,210.00 2.03 s 1,581.28  +34.20%
Year 2024 | 1/1j2024 | 12/31/2024 | S 1414000 | 1200 S 1,178.33 9.53%
Year 2023 | 1/172023 | 12/31/2023 | S 1563000 [ 1200 S 1,302.50 -

I

Qualifying Base Pay: 5 -

37




Borrower Name: Pat Partimer Employer Name:
X ] Baze Pay
Select to
include as Hours
gualifying Worked
income: Weekly MMonthly Earnings
] - s :
Date From: #Fof Months: Monthly Earnings: % Change:
¥TD» 2025 2.02 5 1,581.238 +34. 203
YWear 2024 12,00k s 1,178.22 -9.53%
Year 2023 12,00k s 1,202.50 -
| qualitying Base Pay: |s 1,267.00 |
Borrower Mame: Pat Partimer Employer Mame:
X ] Baze Pay
Selectto
include as Howurs
Pay Freguency
qualifying [Bsdact Trom arop Worked
incomae: Rate of Pay RO | Weeakly MMonthly Earnings
] s 20.00 Varies - s -
Date Paid
Date From: Through: Total Earnings: #Fof Months: Mlonthly Earnings: ‘% Change:
¥YTD» 2025 112025 2 12025 s 2,2 10040 2.03 S 1,531.23 +3.4. 20
Year 2024 112024 12,31 2024 5 1.4, 180000 12.0:0 =1 1,178.22 -9.53%
Year 2023 1172023 12,31 2023 5 15,630000 12.0:0 =1 1,202.50 -
Qualifying Base Pay: I =1 1,240.42 I
Borrowser Mame: Pat Partimer Employer Mame:
x ] Base Pay
Select to
include as Hours
Pay Freguency
gqualifying [eedect Trom drop Worked
income: Rate of Pay e | Weekly Mlonthly Earmnings
= 20L00 Waries - L -
Date Paid
Drate From: Through: Total Earnings: #of Months: Monthly Earnings: %6 Change:
|:| ¥TD 2025 | 1f1/2025 3,/1/2025 5 2,210.00 2.03 S 1,581.23 +34.20%
Year 2024 1/1 /2024 12,31 /2024 5 14,140.00 12.00 s 1,178.33 9,539
|:| Year 2023 | 112023 12/21/2022 | S 15,62 0.0:0 12.00 5 1,202.50 -
Cualifying Base Pay: I S 1,178.33 I




mortgage guaranty
insurance corporation




History of primary employment NMGIC

Part Il — Verificatiom of Present Employment
8, Applicant’s Date of Employmeant 10, Pressnt Position 11. Probability of Continued Employment
- Marketing Specialist Good
01/01/2025 8 =P
128, Current Gross Base Pay (Enter Amount and Check Period) 13. For Military Parsonmnel Oniy 4. If Overtime or Bonus is Applicable,
Annual T Hourly FPay Grade I= Ita Continuance Likely?
= Monihky Other {Specifyl Type Monthily Amount Orhwertinme [ %es Mo
4,583.33 Bonus [ Yes L MNo
F o WWeakly 4
12B. Gross Earnings Pay ® 15. If paid hourly — awerasge howrs pssr
Type Year To Date Past Wear 2024 Past Year Z0Z3 Rations & ek

Thru 317220 Flight or 16. Date of applicant’s next pay increass

e | S| : I $4583.33 per month

Owertame s S500.00 L & 17. Projected amount of mext pay increasa
Clesarters -

CommEsssons 5 L k-] Pro Pay & 18. Damwe of applicant’s last pay increass

Owerseas or
Bonius 1 5 £ Combat 5 19. Amount of last pay increass

R “Wariable Housing
Tatal s 9,666.66 s 0.00 5 0.00 A RO G §

20 Remarks (If employee was off work for any length of time, please indicate time period and reasonk

2024 W2 shows an

Part Ill — Verification of Previous Employment

21, Dete Hired  ()3/15/2000 23, Salary/Wage at Termination Per (Year] (Month) [Week)
22. Date Terminated 02/15/2025 Base 19 D8N NOUT oy onime Commissions Bonus avera ge Of $ 1 646 . 6 7
24, Reason for Leaving T ghtain full-time employment 25. Pesition Held  Marketing Assistant

per month

40




Can Secondary Seasonal Income
Be Used?

Borrower has worked as a ski instructor during the winter
months for the past 3 years. At the time of application, he is
currently not working at this job. Can we use this income?




<2 Year History - Secondary MG'C

* Primary employment
 Same field
* Related field

42



1099 Income Borrowers MGIC

Independent
Contractor

Traveling
Nurse




Income Reported on 1099

| CORRECTED (if checked)

PAYER'S name, sireet eddres, city o town, state or provine, country, ZIP | 1 Rents OMB No. 15450115
or foreign postal code, and telaphone no.
$ om 1009-MISC|  Miscellaneous
2 Royalis . Jnuery 204 Information
For calendar year
§ S
3 Otherincome 4 Faderal incoma ta withhald Copy B
$ $ For Recipient
PAYER'S TN RECIPIENT'S TIN 5§ Fishing boat proceeds 6 Medical and health care
payments
§ $
RECIFIENT'S name 7 Payer made direct sies | 8 Substitute payments in liew |
totaling 85,000 or move of | of dividends orinterest | This s Important tax
consumer products to Information and is
recipient forressle || $ being furmished to
Streat addrezs (including apt. no) 9 Ciop Inaurance procesds |10 Gross proceeds paid oan | 118 RS, Ifyouare
attomay required to file a
retum, a negligence
$ $ penalty or other
City or town, state ar province, country, and ZIP or foreign postal coge |11 Fish purchased for resale |12 Section 4094 defemals sanction may be
imposed on you if
this Income is
$ $ tavable and the RS
13 FATCA fing | 14 Excess galden parachude | 15 Nonqualfied deferred detarmines that
requirement | - payments compensation hias not been
reported,
Jls $
Account number (588 instructions) 16 State tax withheld 17 Siete/Payers stateno. |18 State income
$ $
§ $
Fom 1009-MISC Rev.1-2024)  (xeepforyourrecors)  wincipovFomiOMOMISC  Depertment of e Treesury - ntemmal Revenue Senice

MGIC

* Borrower receives income via Form 1099 but
is not considered an employee or self-
employed

 Documentation path is undetermined

Determine how the borrower

reports income

 Schedule 1 of 1040s as other income
* On Schedule C




Reported on Schedule

MGIC

| CORRECTED (if checked)

SCHEDULE 1
(Form 1040)

Department of the Trsnsuy
Internal Revenue

Additional Income and Adjustments to Income

Attach to Form 1040, 1040-SR, or 1040-NR.
Gio to www.irs.govi/Form 1040 for instructions and the latest information.

OMB Mo._ 1545-0074

2024

Namea(s) shown on Form 1040, 1040-5R, or 1040-NR

Your social security number

items sold at aloss . . . -

nature of the transaction. Sea www.irs.gov/1099k.

For 2024, enter the amount reported to you on Formis) 1099-K that was included in error or for personal

Note: The ramaining amounts reported to you on Formis) 1099-K should be reported elsewhere on your retum depending on the

I Additional Income

1 Taxable refunds, credits, or offsets of state and local income taxes .
2a Alimony received . . . -
b Date of original divorce or sspara(lon agreemem (see |nstruct|ons]

Business income or (loss). Attach Schadule C . . -
Other gains or (losses). Attach Form 4797

Farm income or (loss). Attach Schedule F . . L.
Unemployment compensation . . . . . . . . . .
Other income:

MNet operating loss . . . . . . . . . . . . . .
Gambling . . P - oL
Cancellation of debl - . - PR
Foreign eamed income a)(clus-on lrom Form 255:5 -
Income from Form 8853 . . . . . . . . . . . .
Income from Form 8889 . . - f e e .
Alaska Permanent Fund dlvldands e s e e e
Jury duty pay . . . D e e e e
Prizes and awards . A e e e e s
Activity not engaged in for pm‘flt income [P
Stock options . -

[ -~

bl - o BRI - A - o )

profit but were not in the business of renting such property

Section 951(a) inclusion (see instructions)

Section 951A(a) inclusion (see instructions) . B -
Section 461(l) excess business koss adjustment

Taxable distributions from an ABLE account (see mslmcuons]
Scholarship and fellowship grants not reported on Form W-2 .

18T O3

laorid . . . -

nongovernmental section 457 plan
Wages earned while incarcerated . . -

L

nstructions
z Other income. List [ypl_ and amount:

Income from the rem.al of psrsonal proparty |f you angagad in Ihe runlal lor

Oympic and Paralympic medals and USOC prize money (see |nstrur.l|ons]

Nontaxable amount of Medicaid waiver payments included on Form 1040 line

t Pension or annuity from a nonquallfed de»ferred compensation plan or a

Digital assets received as ordlnary income nm reporl.ed elsawhsre E‘nes

Rental real estate, royalties, partnerships, Swrpurauons lrusls sm Alta::h SchsduIeE

@ |o|s|w

e [ele o [elzlzlee[z]e uzgkwnw

8z | 125,000

9 Total other income. Add lines 8a through 8z
10 Combina lines 1 through 7 and 9. This is your aﬂditlurlal Inmlﬂs
1040-5R, or 1040-NR, line 8 .

Enter hern and on Form Il]dl]

10

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

Cat. Mo. T1478F

Schedule 1 (Form 1040) 2024

"

PAYER'S name, strest address, city or town, state or province, country, ZIF | 1 Rents OMB No. 1545-0115
or foreign postal code, and telephone no.
SAMPLE BORROWER $ Fom1099-MISC|  Miscellaneous
2 Foyalties (Rev. January 2022) Information
For calendar year
g 20 22
3 Other income 4 Federal income tax Copy B
$ 90,000.00] $ For Recipient
PAYER'S TIN RECIPIENT'S TIN 5 Fishing boat proceeds 6 Medical and health care
payments
RECIFIENT'S | __| CORRECTED (if checked)
PAYER'S name, street address, city or town, state or province, country, ZIP | 1 Rents OME No. 1545-0115
or forsign postal code, and telephone no.
$ Form 1099-MISC Miscellaneous
Street address | 2 Royalties (Rev. January 2024) Information
For calendar year
5
o 3 Other income 4 Federal income tax withheld Copy B
ity or town, stf 3 2 $ For Recipi
PAYER'S TIN RECIPIENT'S TIN i hing boat proceads & Madical and health care
payments
$ $
RECIPIENT'S name 7 Payer made direct sales 8 Substitute payments in lieu
totaling §5,000 or more of of dividends or interest This ks important tax
consumer products to Information and is
Account numbd recipient for resale $ being furnished to
dress (including apt. no.) 8 Crop insurance proceeds |10 Gross proceseds paid to an the IRS. If you are
— attornay required to file a
return, a negligence
$ $ penalty or other
orm 1099-M| | City or town, state or provinge, country, and ZIP or forsign postal cods 11 Fish purchased for resale | 12 Section 400A deferrals sanction may be
imposed on you if
this income i
$ $ taxable and the IRS
13 FATCA filng [ 14 Excess golden parachute | 15 Nonqualified deferrsd determines that it
requirement ents compensation has not been
O s $ reaportad.
Account number (see instructions) 16 State tax withheld 17 State/Payer's state no. 18 Stats income
$ $
$ $

Form 1099-MISC (Rev. 1-2024)

(keep for your records)

wwwirs.gov/Form1099MISC

Department of the Treasury - Intemal Revenue Sarvice




Reported on Schedule C

SCHEDULE ¢ Profit or Lo Lnss From Business

{Form 1040)

Dapariment of the Tra: Attach to Form 1040, 1040-SR, 1040-35, 1w-NR. or 10‘1 pmmha st QM file Form 1065,
Intemal Aeverue Service Go to irs. for i and the latest

CIMES Mo, 15450074
2024

ammzem 1]

Name of proprieter

Social securily number (S5N)

* It you checked 324, amer the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
SE, line 2. {If you checked the Box on line 1, ses tha line 31 instructions.) Estates and trusts, anter on
Form 1041, line 3.

I Principal business or profession, iIncluding product or serice (see netructlions) B Enter code from matrucsans
Traveling Nurse | I
c rarme. Il e separal Teave blank. D la“pm-rn.rmul-celn.\lxw .lmr.ul
E Business address (including sulte of room o)
City, town or post olfice, state, and ZIP code
F Accounting method: (1) [] Gasn @ [Jaceruat  (3) ] Omer @mpacity)
G Dl yous ™ ici in th of this business during 20247 I “No,” see instructions for Yes | IMNo
H I you staned or sequired this business during 2024, check here . . . - R !
] Did you make any payments in 2024 that would require you to file Forrmds) 10997 See instructions . . . [Ives [INo
J  ~¥es,” did you o« will you file required Formfsy 909902 . . . . . . . . . . o . . . . . ves [JMNao
Income
1 Gross receipts or sales. See instructions for ne 1 and check the box if this ncome was. leparted Lovnu on
Form W-2 and the “Statutony employes” Boex on that lomm was checked - [m] 1 125,000
2  Fetumsand allowances . . . . . . . . - . . . . . . . . . . . . .. .|=2
3 SubtractBne 2 fremline 1 . e Y
4 Costotgooassoidromineda? . . . . . . . . . . . . . . . . _ . ... ]a
5  Gross profil. Sublract ke 4 frem line 3 . . . R
6 Omher income,_ including fTaderal and stales gmnlnem Tusd 1ax cradit o refund (S8e INSINUCons) . L]
7 Grossincome.AddlnesSand® . . . . . o . . . . . . . . . . . . . . . . |7 125,000
IEIII Expenses. Enter expenses for business use of your home only on line 30.
8  Adversng . . . . . 8 450 18 Office expense jsee instructions) . | 18 750
D  Car and truck expensas 19 Pension and profit-sharing plans _ | 18
(see nstructions) - 8 20 Rent or Base [B2e NSIruclons):
10 Commissions and fees . 10 a  WVehicles, machinery, and equipment | 20a
11 Contract lsber joes instructions) | 11 b Other business propesty . . . | 908 |
12 Depletion . . 12 21 Aepairs and maintenance . . . | 21 |
13 Depeeciation and section 173 22 Supples ot included inPat i . | 22 2,500
expense  deduction  (not N 1
cioded in Pat I feee 23  Taxesandlicenses . . . . _ | 23 |
nstuctions) . . . . 13 300) 24 Travel and meaks:
14 Employee benefit programs a Trawvel. . . . . . | 24a |
{othes than on line 18] . b o ible meals (see i 24b 650
15 Insurance [other than hesith) 1200) 25 umiities . . - [=s]
16 Interest see nsiructions): 26 Wages less Emplaymenl credits) | 26
a  Morgage (peid to banks, ete ) 27a  Other expenses {from line 48] . . | 27a
b Other b Energy efficient commercial bldgs
AT Legal and profsssioral senviess S50 deduction [attach Farm 72051 BN
28 Total expenses Delore axpansss Ior DUSINeas Lsa of home. Add lines B through 27D | 28 | 6,100
28 Tentative profit o floss). Subtract line 28 from lie 7. . . o - o |=e ]
30  Expenses for business use of your home. Do not repor these expenses elsewhere, Attach Form 5828
uniess using the simpliSed Mahod. Ses NSIruclions.
Simplified method filers aaly: Enter the 1otal square footage of (a) your home:
and () the part of your home used for _ Use the Simpsfiea
Method Workshest in the instructions 1o figure the amount fo enteron liee 30 . . . . . . . . .
31 Net profit or (loss). Sublract Ene 30 kem line 20,
= & profit, entes on both Schedule 1 Form 1040}, line 3, and on Schedule SE, line 2. {If you
checked the box on lne 1, see instructions.) Estates and trusis, enter on Form 1041, line 3. | 31 | 118,600
® I & |nas, you MUst 0o 1o line 32
32 M you have a loss, check the box that describes your mwestment in this activity. Ses nstructions.

32a ] Allinvestment is at risk.
aob [ Same investment is not

= i you checked 32b. you must attach Form 6186, Your loss may be limited. a risk.

For Paperwork Reduction Act Nolice, see the separate instructions.

Cat. Mo, 11334P

Schedule G {Form 1040) 2024

MGIC

| CORRECTED (if checked)

PAYER'S name, strest address, city or town, state or province, country, ZIP | 1 Rents

or foreign postal code, and telephone no.

SAMPLE BORROWER 3

2 Royalties

S

OME Mo. 1545-0115

Form 1099-MISC
[Rev. January 2022)

For calendar year
20 22

Miscellaneous
Information

3 Other income 4 Federal income tax Copy B
3 90,000.00] $ For Recipient
PAYER'S TIN RECIPIENT'S TIN 5 Fishing boat proceeds 6 Medical and health care
payments
RECIPIENT'S n | CORRECTED (if checked)
PAYER'S name, street address, city or town, state or province, country, ZIP | 1 Rents OME No. 1545-0115
or forsign postal code, and telephone no.
$ Form 1099-MISC Miscellaneous
Street address | 2 Royalties (Rev. January 2024) Information
For calendar year
5
ity or tonm. & 3 Otherincome 4 Federal income tax withheld Copy B
ity 3 3 125000 $ For Recipi
PAYER'S TIN RECIPIENT'S TIN 5 Fishing boat proceads € Madical and health care
payments
$ 3
RECIPIENT'S name 7 Payer made direct sales 8 Substitute payments in lieu _
totaling §5,000 or more of of dividends or interest This ks important tax
consumer products to Information and is
Account numbed recipient for recale $ being furnished to

Form 1099-M

Street address (including apt. no.)

City or town, state or pravinga, ceuntry, and ZIP or forsign postal code

8 Crop insurance proceeds

$

10 Gross procesds paid 1o an
attornay

$

the IRS. If you are
raquired to file a
return, a negligence
panalty or other

11 Fish purchased for resale

12 Section 400A deferrals

sanction may be
imposed on you if
this income is

$ $ taxable and the IRS

13 FATCA filng [ 14 Excess golden parachute | 15 Nonqualified deferrsd determines that it

requirement payments compensation has not been

ried.

O s $ e
Account number (see instructions) 16 State tax withheld 17 State/Payer's state no. 18 State income

3 $
5 5

Form 1099-MISC (Rev. 1-2024) (keep for your records)

wwwirs.gov/Form1099MISC

Department of the Treasury -

Internal Revenue Service




Can This Income Be Used?

Borrower was a salaried employee for four
years in receipt of a W-2. Borrower changed
jobs five months ago and will be paid with a
1099 but is performing similar work in the
same industry.

Answers:
A: It depends
B: Yes, because it’s in the same industry
C: No, we need at least a 12-month history
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MGI‘ Rates Underwriting Ordering Training Tools Mortgage

Servicing Connects

Self-employed borrower and income analysis
calculators

Equipped for speed and accuracy, our editable and auto-calculating worksheets are available in macro-enabled
and macro-free versions

MGIC > underwriting >

Gain instant access to MGIC's self-
employed borrower and income
analysis calculators

Updated for 2025

« Employment & other income calculator

Updated for tax year 2024;
« Allin-one self-employed income calculator

« Rental income calculator

Gain access now »

mortgage guaranty
insurance corporation




Credit Unions Get Started with MGIC MI Basics Careers Contact Investors Login

MGI Underwriting Ordering / Servicing Training Tools Mortgage Connects About MGIC Get a quick quot/

SEB and income analysis
calculators and resources

underwriting > seb >

Updated calculators

mmend you use the macro-enabled
5. To learn more, download our

All-in-one calculator | Income calculator New Rental calculator New

All-in-one All-in-one E I
self-employed self-employed dmﬁqoyl:nen‘r
income calculator income calculator and other Income

calculator

Full workbook Condensed version

self-employed All-in-one
Iculator updated for income ca

ndensec

th just on
entity. T

Jownload macro-enabled » wnload macro-enab
Download macro-free » fr Download macro-free »

Infographic

CHARACTERISTICS OF 5 COMMON
SELF-EMPLOYED BUSINESSES MGIC

B Calculator

All-in' :mployed Empl ¥
income calculator income calculator FAQs

. B
— B

self- Overview vi s7 aracteristics of 5 common
ulator & other income self-employed business
structures

mortgage guaranty
insurance corporation

Watch now »




Dig deeper

Magic Minutes traini

Count on MGIC's on-demand video seties to expand

MOIC » traming

On-demand le|

Megic Mimuize i = calleation
&n mesninghul topion. Start =

Analyzing Self-Employed
Income

This new training series helpa you to
acnfidently oeloulate the gualifying
L ocif-

www.mgic.com/training/magic-minutes-training -series

Evaluating & Calculating
Borrowers’ Income

Watch this training series on
evaluating and calculating borrowers'
income, broken down into individual
modules that each focus on a
specific type of income.

Explore the series »




MGI‘ Rates Underwriting Ordering / Training Tools Mortgage About
MGIC

Servicing Connects

Magic Minutes training series

Get a quick quote

How to qualify income

fixed income

Qualifying income Calculating fixed income

Get tips to determine the difference
between bi-weekly and semi-monthly
pay and learn the importance of
validating income documentation.

Leamn how to analyze borrowers'
qualifying income and review
documentation for eligibility based on
the type of income (fixed or variable).

Watch iton YouTube »

Watch it on YouTube »

e L ep—

mcome
conundrums

Tow to calculate
challenging income

Challenging income Iincome conundrums

Calculate unusual scenarios: 1099
income (travel nurses, clergy, truck
drivers), temporary leave, unemployed
with job offer, or ineligible income.

Prepare yourself for calculating the
income of borrowers who are
teachers, seasonal and union
workers, postal workers, or military
personnel.

Watch it on YouTube » Watch iton YouTube »

row o calculate
variable income

Calculating variable income

Assess a file's overall risk and
discover some helpful rules and
guidelines for calculating changing
income: commissions, overtime, shift
differential and bonuses.

Watch it on YouTube »

mwestricted
stock units (RSUs)

Restricted stock units (RSUSs)

Discover how to document, analyze
and calculate RSU income. Learn how
to identify income eligibility, then
follow along with 2 case studies.

Watch it on YouTube »
RSU review and calculation tool »

Trow to calculate
non-taxable income

Non-taxable income

Increase qualifying income by
exploring non-taxable income, like
Social Security, child support and
alimony, and learn how to “gross up”
non-taxable portions.

Watch it on YouTube »

MGIC
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Next steps -

SEB web

inars

MGIC —

Webinar series: Analyzing Self-Employed Borrowers

Getting Started & the Sole
Proprietor

75 minutes

Well cover the foundational concepts
you'll need in your analysis of your
borrower’s gualifying income, with a
focus on the sole proprietor
{Schadule C).

View detais »

farming income and learn how to

cash flow income from a Schedule F
and partnership return

View detais »

Concentratingon S
Corporations

60 minutes

Leam to document, calculate and
analyze income from an S corporation
{Form 1120-S). Uncover the impaortant
difference between ordinary income
and distributions.

View detsils »

Evaluating & Calculating
Rental Income

Join us as we caiculate income from
cur sample borrower'’s 3 rental
groperties. Discover when a lease
agreement can beused orwhen 2
review of Schedule £ is reguired.

View detsils »

Ordernng / Servicing Traming

Tools Mortgage Connects

Zeroing in on Partnerships &
LLCs

60 minutes

Take your SEB kncwiedge 1o the next
step and zero in on evaluating
partnerships (Form 1065). Help sofve
a K-1 mystery and leam what makes
LLCs unique.

View details »

Using Rental Income from a
Business-Owned Property

30 minutes

Well discuss using rental income
from a property owned by your
borrower's business and what todo
when your borrower is personally
able for the associated mortgage.

View details »

About MGIC Get n quick quote

Focusing on Corporations &
Financial Statements

60 minutes

Discover how corporations are
different than any other business
entity (Form 17 =arm whata
balance sheet and a profit and loss
tell us about the heaith and
of a business.

View details »

Test your knowledge in this advanced
class that tackles tricky SE2
scenarcs with unusual and atypical
circumstances. Our trainer wi
answer complex SEB guestions.

View detais »

mgic.com/seb-webinars 54
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Thank you!



Answer - Slide 11

MGIC

Word Bank:
1. If the trend in the amount of income is stable or
increasing, the income amount should be
* higher
2. If the trend is declining but has since stabilized
and there’s no reason to believe the borrower
« averaged will not continue to be employed at the current
level, the ___lower amount of income must
be used.
* lower

3. Ifthe trend is declining the income may not be
stable. Additional analysis must be conducted to
i determine if any income should be used but in
disregarded no instance may it be _averaged over the
period when the decline occurred




Answer - Slide 25
How Would You Calculate
Variable Income With a Gap?

Borrower was on leave due to a surgery in
2024 for two months. Their earnings are
100% commission income.

2024 = $50,000
2023 = $60,000

Answers:

A: $110,000/22 = $5,000.00
R- 110 ODO0O/92A = €4 RRQA A




Answer - Slide 41
Can Secondary Seasonal Income
Be Used?

Borrower has worked as a ski instructor during the winter
months for the past 3 years. At the time of application, he is
currently not working at this job. Can we use this income?

Answers:
A: No, he would need to currently be working
B: Yes, with verification of earnings for the previous 2
years along with confirmation that he is hired for the
upcoming season
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