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For Arch Ml and Arch Ml for Credit Unions

Income Fundamentals 202

Calculating Employment Income

a BACK TO BASICS course




Legal Disclaimer ¢ Arch | MI

Arch Mortgage Insurance Company is
providing this training to you for use as a
training tool only. These materials are not
intended, nor should they be relied upon
for any other purpose, including
underwriting actual mortgage loans
without independent verification and
testing by your in-house quality control
and/or compliance personnel or actual
preparation of documents, which may be
presented in the materials. All materials
presented are samples for illustrative
purposes only.
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Objectives M¢ Arch | MI

\/@\/@’VC

Calculating Income

= Base Pay:
— Understanding the Steps.
— Applying the Steps.

= Variable Pay:
— What to Consider.

— When to Average.
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¢ Arch | M1

Paystub Income Calculation

— Base Pay

Arch Mi
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Breakdown for Calculating Income

A

Monthly

Base Pay

What the borrower is
SUPPOSED to make
per month.

Use Pay Rate and Pay
Frequency.

Arch Mi

~= ) academy

B

Average Monthly
Base Pay

What the borrower is
ACTUALLY making per
month.

Use Year-to-Date (YTD)
Earnings and Pay Stub
Decimal Calendar.

C

Base vs. Average

Variance

What is the
DIFFERENCE between
the BASE and the
AVERAGE?

Calculate the Variance
between Base Pay and
Average Pay.

}.;’;'v Arch ‘ MI

D

Qualifying Monthly

Base Pay

What should you use
to QUALIFY the
borrower per month?

Obtain necessary
explanations and
determine Qualifying
Income.

Income Fundamentals 202



Part A — Monthly Pay Base ¢ Arch | MI

Step One Step Two
= Determine Pay Rate = Calculate the Monthly

and Pay Frequency. Monthly BASE Pay. Base Pay

What the borrower is SUPPOSED to make per month.

Arch Mi
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Monthly Base Pay Example

¢ Arch | M1

S e — EARNINGS STATEMENT
WFC 100145 201003 Q000210001 1
) Period Ending: 07/03/20XX
Arch Car Service Pay Date: 07/03/20XX
5265 Mortgage Way
Bayview, VA 12345 00000000001
BRUNO STARS
. Marital Statu Married 65 GEARY STREET
axable S
Exemplions/Allowances: NORTH BEACH, VA 54321
Federal 2
State 2
Social Security Number: X000-X0X-2222
Earnings rate hrs this period year to date Other Benefits
Bonus 18,572.00 Information this period total to date
Regular (235000) (80.00) 2,350.00 3000000 ST <=5 735
Gross Pay_ e 2.350.00 48 572.00 o ' '

Pay Rate

Arch Mi
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Pay Frequency L

Biweekly

Income Fundamentals 202
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Monthly Base Pay Example ¢ Arch | MI

Base Pay Rate: $2,350.00

Base Pay Frequency: Biweekly

$2,350 x 26 = $61,100/12

Monthly Base Pay: $5,091.67 )

~= lacademy e



Part B — Average Monthly Pay Base }5’;’»Arch \ MI

Step Three Step Four

Average
= Determine YTD Base = Calculate the Monthly Base

Earnings and Pay Average Base Pay.
Date Decimal Factor. Pay

What the borrower ACTUALLY makes per month.

Arch Mi
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Year-to-Date Pay ¢ Arch | MI

W | THURSDAY FRIDAY
2

What is the Pay Date Decimal Factor and why is Year-to-Date Pay important?

It is vital to use an accurate Qualifying Income calculation to determine

that the income is “on track.”

Q" Arch Mi Income Fundamentals 202 10
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Accuracy Is Important ¢ Arch | MI

]
EARNINGS STATEMENT

co FLE  OEPT  CLOCK  VCHRNO 080 EARNINGS STATEMENT co FLE  DEPT  CLOCK  VCHRNO 080
WFC 100142 001002 0000210002 2 WFC 100142 001002 0000210002 2
Period Ending 09/15/20%x Period Ending: 09/17/20xx
Arch News Network Pay Date: 09/15/20xx Arch News Pay Date: 09/17/20xx
2155 Ft. Worth Way 2155 Ft. Worth Way
Daﬂas, ™ 75201 00000000002 Dallas, TX 75201 00000000002
ANDERSON HOOPER CHRIS LALLACE
e M S i 1564 MORTGAGE WAY T axable Marital Stat o 1564 MORTGAGE WAY
axal ital Status: ied axal arital Status: ari
ExemplonsiAlovances: RV, TX 75014 B s, IRVING, TX 75014
Federal 3 Federal 3
State a State 3

Semimonthly

Biweekly

Arch Mi
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The Formula:

Calculating the Pay Stub Decimal Factor

1. Period Ending Date from
paystub.

2. How many full months
have passed?
3. How many days are in the

month?

4. Divide the day by number
of days.

5. Add decimal to the full
number.

Arch Mi
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8/21/23.

7 — this is your full
number.

August has 31 days.

21/31 = .68.

7.68 is the factor.

}.;’;'v Arch ‘ MI
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Pay Stub Decimal Calendar

}.;’;'v Arch ‘ MI

) academ
g/ academy
Pay Stub Decimal Calendar G d N '
Hourly, Weekly, Biweekly o o e ws H
I N A T N B B
1 003 104 103 203 303 405 503 603 7.08 803 903 1008 11.08
1 006 107 107 206 30 406 507 606 7.06 80 9.06 107 11.06 .
3 010 111 110 71 310 IR 510 610 710 810 910 11 1110 ArCh Ml haS a Pay StUb DECImal Calendar
il 013 114 114 213 313 413 513 613 713 813 913 1013 1113
5 016 118 117 116 317 416 517 616 716 817 916 w17 1116 fo r yo u r refe re n Ce :
6 019 11 121 219 320 a9 520 619 719 820 919 10 1119
7 03 115 124 17 323 435 523 625 135 835 933 1013 1118
o i T T an o [ T ow oo [ e T an e [ https://mortgage.archgroup.com/wp-
10 032 136 13 132 333 43 533 632 731 83 932 103 1132 .
1 035 139 138 235 337 435 537 635 735 837 935 1037 1135 CO nte nt/u ploadS/S|teS/4/MCUS_Bl747A_
12 039 143 141 139 340 &) 540 639 739 840 939 10.40 1139
13 042 146 145 242 343 [ 5.43 642 742 843 9.42 1043 1142 P St b D H I C I d df
14 045 150 1.48 245 347 445 547 645 745 847 945 1047 1145 aV' u - eCI m a - a e n a r- p
15 0.48 154 182 148 350 448 550 648 748 850 948 1050 1148
16 052 157 155 15 353 452 553 652 752 85 952 105 1152
17 055 161 15 158 357 455 557 655 755 8.5 958 1057 1155
18 058 164 142 158 360 458 560 658 758 860 958
19 061 1468 1.66 261 3463 61 5.63 661 7.1 863 9.61 Semi-Monthly
0 065 17 149 165 367 465 567 645 765 847 9.65 - “ May Jun Jul
n 068 175 17 168 370 468 570 668 7.68 870 9468 Doy
n o 179 176 n ) an 573 61 m ) W 1-15 0.5 15 1.5 8 i 45 55 85 5 85 95 105 ns
5 07 " ) I 7 i 577 o1 7 a7 I 16-31 0 0 20 30 a0 50 60 1 80 90 100 110 120
N N =ipmm
6 084 195 190 184 387 48 587 684 784 84 984 - - feh 7% “ = - -
7 087 196 193 287 390 a7 590 687 747 890 947 L
8 090 20 197 9 393 490 5.93 690 790 8.93 990 i H z 20 i 40 8 80 e 50 e 100 e 120
b} 094 0 294 397 a9 597 694 794 89 994 1097 11.94
30 097 197 7] a7 60 697 797 90 997 110 1197
| 10 30 50 70 5D 100 120

Income Fundamentals 202 13



Average Monthly Base Pay Example }.%Arch \ MI

EARNINGS STATEMENT

CO FLE DEPT CLOCK WCHR NO Q60
WEC 100145 00100s Q000210001 1
: Period Ending: C0710320X0
Arch Car Service Pay Date: TR
5265 Mortgage Way
Bayview, VA 12345 00000000001
BRUNO STARS
T Marital Status: Marmied 65 GEARY STREET
S
E oo NORTH BEACH, VA 54321
Federal 2
State 2

Social Security Number: X000-X0X-2222

Earnings rate hrs this period year to date Other Benefits

Bonus & 00 Information this period total to date

Regular 2.350.00 §0.00 2,350.00 30,000.00 GTL 770 3115
Gross Pay 2,350.00 4557200

Year-to- Pay Date

Date Base Decimal
Earnings Factor

Arch Mi Income Fundamentals 202 14
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Average Monthly Base Pay — Pay Date Decimal

%
Calendar }'NArCh ‘ L

& seitem
g/ academy
Pay Stub Decimal Calendar
Hourly, Weekly, Biweekly
i 0.3 1.04 103 &—kﬂ—! 403 5.03 603 748 803 9.03 10.03 11.08
7 0.6 . 206 307 406 507 505 7.6 807 9.06 10.07 11.06
| HE : T o 7T o T L 610 710 810 910 10.10 1110

4 013 114 1.14 213 313 413 5.13 613 713 8.13 9.13 10.13 1113
5 016 1.18 117 216 317 416 517 616 716 817 9.6 1017 1116
6 019 121 111 219 300 49 520 619 719 820 9.9 10.20 119
7 03 125 124 13 333 433 513 613 123 8.3 933 0.3 1123
B 026 129 128 226 307 426 527 626 726 87 926 10.27 1126
] 029 132 131 29 330 3] 530 629 129 830 929 10.30 1129
10 032 136 134 132 338 432 533 632 132 833 932 10.33 1132
1 035 139 138 235 337 436 537 635 735 837 935 10.37 1135
12 03 143 141 2% 3.40 [51] 5.40 639 739 840 939 10.40 1139
13 .42 146 1.45 242 3.4 [0 5.43 642 742 8.43 9.4 10.43 i1.42
14 045 150 1.48 245 347 445 547 645 745 847 945 10.47 11.45
15 0.48 154 152 248 3.50 448 5.50 648 748 850 9.48 10.50 11.48
1 052 157 155 15 3.5 452 553 652 752 8.5 952 10.53 1152
17 055 141 15 158 357 455 557 655 755 857 955 10.57 11.55
18 058 1.64 162 158 3.60 458 5.60 658 758 860 958 10.60 11.58
19 061 1.68 166 261 3.63 461 5.63 661 741 8.63 961 10.63 11.61
0 065 171 169 265 367 465 567 665 745 867 9.5 10.67 11.65
n 0.68 175 17 268 370 468 570 668 748 870 9.68 10.70 11.68
n [ 179 176 mn 373 [ 573 671 171 873 9 .73 1171
5 074 182 179 174 377 a4 577 674 774 877 94 017 .74
u 077 186 183 7 380 a 5.80 677 1 880 977 10.80 i
13 081 189 186 281 3.8 481 5.83 681 781 8.3 941 10.83 1181
2 084 193 190 184 387 a8 587 684 784 847 984 10.87 11.84
7 047 196 193 287 390 487 590 687 787 890 947 10.90 1187
3 090 0 197 290 395 490 593 690 790 893 990 10.93 11.90
9 094 20 294 397 494 597 694 794 897 994 10.97 11.94
30 097 297 4 497 60 697 797 90 997 1.0 1197
3 10 30 50 70 80 100 120

Arch MI
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Average Monthly Base Pay Example ,‘.:’éArch \ MI

Base Pay Rate: $2,350.00

Base Pay Frequency: Biweekly

2,350 x 26 =61,100/12

Monthly Base Pay: $5,091.67 )
Total YTD Base Earned:

Pay Date Decimal Calendar
Factor:

$30,000/6.10
Average Monthly Base Pay: $4,918.03 )

Arch Mi
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Knowledge Check One

What is the pay stub decimal factor for the paystub below?

Exemptions/Allowances:
Federal 3
State 3

Social Security Number: JO00-00(-2345

A. 4.68
B. 6.54
C. 5.63
co FLE DEPT  CLOCK  VCHRNO 080 EARNINGS STATEMENT
WFC 100142 001002 0000210002 2
Period Ending: 061972021
Arch Personal Shopping Pay Date: 06/25/2021
2155 Ft. Worth Way
Dallas, TX 75201 00000000002
BRADLEY STOOPER
1564 MORTGAGE WAY
Taxable Marital Status: Marmied IRVING, TX 75014

Arch Mi
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Check Your Understanding One

The correct answer is C. 5.63.

1. Using the Period Ending Date of 6/109.

Five (5) full months have passed.
There are 30 days in June.

19/30=.63

Lo~k LN

5.63 months have passed.

g Arch MI
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Part C — Base vs. Average Variance Steps }.:’;’rArch \ MI

Step Five Step Six

= Subtract = Divide the
Average Difference by
Monthly Pay the Base

FROM Base Monthly Pay
Monthly Pay to determine

to determine the Quotient.

the Difference.

Step Seven

= Multiply the
Quotient by
100 to
determine the
Variance
percentage.

Base vs.

Average
(Variance)

DIFFERENCE between the BASE and the AVERAGE?

Arch Mi

s academy
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Part C — Base vs. Average Variance }.:’;’rArch \ MI

Monthly $5,091.67 - $4,918.03 = $173.64
Base Pay

Is there a

/ SIGNIFICANT

difference?

Average
Monthly SIGNIFICANT
Base Pay is subjective!

Arch Mi

E nnnnnnnnnnnnnnnnnnnnnnn
g/ academy



Significant Difference

}j
Y

FArch ‘ MI

Example 1 Example 2

L

Monthly Base Pay
$3,021

Average Monthly Base Pay
$2,845

Monthly Base Pay
$10,500

Difference
S176

Average Monthly Base Pay
$10,324

Difference
S176

S$176 per month is MORE SIGNIFICANT in Example 1 than Example 2 because

it is a larger portion of the monthly income.

Arch Mi

~= ) academy
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Variance ¢ Arch | MI

Variance:
The fact or quality of being different, divergent or inconsistent.

Q" Arch Mi Income Fundamentals 202
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Calculating Variance ¢ Arch | M1

Monthly Base Pay
$3,021

Step Six

= Divide the
Difference by
the Base

Average Monthly Base Pay

7 21 =0.
Monthly Pay to $2,845 176 / 3,0 0.0568

determine the
Quotient. Difference

$176

" gcchaMldemy Income Fundamentals 202 23



Calculating Variance

Step Seven

e Multiply the
Quotient by 100
to determine the

Variance
percentage.

Arch Mi
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0.0568 x 100

%
-
“y

Income Fundamentals 202
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Part D — Qualifying Monthly Base Pay ¢ Arch | M1

Step Eight Step Nine Step Ten

e Determine e If the variance e |f the variance
whether the is <5%*, no is 25%%*,
variance is explanation is obtain

Qualifying

Monthly Base
reasonable or generally explanation
requires an needed. Use and support Pay
EXPLANATION. the Monthly documentatio

Base Pay. n.

Amount used to QUALIFY the borrower.

*General guidance — your institution’s tolerance may vary.

Arch MI

g/ academy

Income Fundamentals 202 25



Variance Example — Side-by-Side Comparison ¢ Arch | MI

Monthly Base Pay $3,021.00
Average Monthly Pay $2,845.00
Difference $3,021.00 - $2,845.00 = $176.00 -
Quotient $176.00/$3,021.00 = 0.0568
Variance Percentage # 0.0568 x 100 = 5.68%
Monthly Base Pay $10,500.00
Average Monthly Pay $10,324.00
Difference $10,500.00 - $10,374.00 = $176.00 -
Quotient $176.00/510,500.00 = 0.0167
Variance Percentage # 0.0167 x 100 = 1.67%

Arch Mi
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Variance Guidance ¢ Arch | M1

Rule of Thumb?

There is no Agency (GSE) direction, so, use your judgement. Follow your institution’s
guidance, if available.*

= Generally, okay without additional documentation*.
= Typically requires explanation and support documentation*.

*General guidance — your institution’s tolerance may vary. Check your program guidelines.

Arch Mi
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Variance Example — Using Guidance ¢ Arch | MI

Monthly Base Pay $3,021.00
Average Monthly Pay $2,845.00
Difference $3,021.00 - $2,845.00 = $176.00
Quotient $176.00/$3,021.00 = 0.0568
Variance Percentage 0.0568 x 100 = 5.68%
If your internal policy is a 5% tolerance, EXAMPLE 1 would require more information before proceeding.
Monthly Base Pay $10,500.00
Average Monthly Pay $10,324.00
Difference $10,500.00 - $10,374.00 = $176.00
Quotient $176.00/$10,500.00 = 0.0167
Variance Percentage 0.0167 x 100 = 1.67%

Arch Mi
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Acceptable Reasons for Large Variance >§§'Arch \ MI

= Paid significantly in arrears.

= Unpaid time off.

= Large raise or promotion.

$ Arch MI
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Qualifying Base Pay ¢ Arch | MI

If you DO NOT have
sufficient explanation or
documentation to support
stable income:

Is there is a significant variance?

Use Monthly
Base Pay IF the

explanation and ¥4 DO NOT use the Monthly
documentation Base Pay.
support stable Recalculate income as
income. indicated or exclude income
from Qualifying.

Use Monthly
Base Pay.

Arch Mi
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Why Not Use YTD Average?

If the Average is lower, why not just use
that?

Why obtain documentation and
explanations for low YTD income?

It’s important to understand the entire
picture and know what the normal earnings
are (outside of any exceptions).

Arch Mi
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YTD Average Example ¢ Arch | MI

$5,000

e |
D161

$4,500

THIS NOTE IS R EG TENDER
R ALL DEBTS, PUBLIC AND PRIV
/ Gobat

- - WVeips o 9 6 s

Arch Mi

s academy Income Fundamentals 202 32



Pulling the Steps Together — Arch MI Qualifying
Income Calculator (AMIQuiC)

Arch Mi

~= ) academy

% Arch | MI T sy

Arch MI Qualifying Income Calculator
Totals 05.18.23

Loan Number:

Enter the loan number.

Date of Income Analysis:

7/15/2023

Borrower Name:

Arch Car Service

Monthly Base Income Total $5,091.67
Monthly Bonus Income Total $0.00
Manthly Overtime Income Total $0.00
Monthly Commission Income Total $0.00
AMIQuiC Qualifying IncomeTotal $5,091.67

Click here to access the Base Incorr|e Calculator.

Click here to access the Bonus Income Calculator.

Click here to access the Overtime Income Calculator.

Click here to access the Commission Income Calculator.

ZC’;" Arch ‘ MI

Income Fundamentals 202
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AMIQuiC Example

Name auto-populates from

Totals (Main) tab.
otals (Main) ta —

Click checkbox next to Pay —
Frequency and enter Pay —
Rate.

Variance Percentage is — |
auto-calculated.

If entering Prior Year
Earnings, you can see the —

¢ Arch | M1

Base Income Analysis

Borrower({s) Name:

Bruno Stars Borrower's name will copy from the AMIQuIC Totals Tab.

Click Here for Base Income Instructions.

Pay Frequency

Average Hours (Hourly Only)

Click Here for AMIQuUIC Totals.

Year-to-Date (YTD] - 2023

Enter date through which year-to-date pay was

1 [ [Hourly 40 nfa
~[v] |Biweekly $2,350.00 n/a 85,091.67
|Semimonthly— nfa nfa
[ [Monthly nfa nfa
2 Current Monthly Base Earnings $5,091.67

Prior Year Base Earnings

Enter total amount of prior year BASE earnings (as applicable), for example from Written
WOE.

3 Year-to-Date Paid-Through Date 07/03/21
= earned (00/00/00). i
Enter the factor from the Pay Date Decimal
Calendar based on the year-to-date paid-through
a Pay Date Decimal Calendar Factor date (above. Line 31 6.1
(click here for pay date decimal calendar).
— —to- N3
. tg.Date Base Earnings Enter the total amount of year-to-date BASE PA) $30,000.00
earned
& Average Monthly YTD Base Earnings 5491803
3% of variance below baserate % of variance abwug base rate
7 Current Monthly Base Earnings vs. Average Monthly YTD Base Earnings (Line 2 vs. Line 6 3415

§56,000.00

nfa

$58,000.00

Ayerage Monthly Prior Year Base Earnings

$4,666.67

}.:’;'v Arch ‘ MI

Base Pay is auto-calculated.
4

| ~ Enter Period Ending Date

and Pay Date Decimal
Factor, along with YTD

- — Base Earnings.

"~ Average Monthly Base Pay

$4,833.33

is auto-calculated.

historical comparisons.

Arch Mi
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AMIQuiC Example ¢ Arch | MI

Monthly Qualifying Income Choose EITHER Current Base Pay (Line 10) OR indicate 2021, 2022 and/or 2023 YTD (Lines 11, 12 and/or 13).
Use Current Base Pay Rate?
10 Current base pay should be the default — Indicate whether or not you are using the

Choose Qualifying Income /Cnmmendaplai:ht:::;‘i‘::ouareNOTusmg current base rate as qualifying income.
(Default is Current Base

Indicate "YES" if you wish to include 2023 YTD
a 11 IFthis option is chosen, Line 10 must indicate . B NO
. o Average in the calculation.

Indicate "YES" if you wish to include 2022

An ave rage Of any / 12 If:hisnptinnis:hns::‘,::ilnait)mus(mdi:ate Aversge in the calculation. NO
combination of YTD

Average, Most Recent Year
and Prior Year can also be
utilized. commenty

YES

If utilizing anything other than the current base pay rate (Line 10), add supporting comments below after choosing factors to
include.

Include 2021 Average Base Pay?

13 If this option is chosen, Line 10 must indicate Indicate "YES"if you wish te indude 2021 NO /Monthly Qualifying Base

Average in the calculation.
"NO." |

Income is auto-calculated
base on your selections.

14 Monthly Qualifying Base Income $5,091.67

Add Comments as needed
to clarify your choice(s).

Arch Mi
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Knowledge Check Two ¢ Arch | MI

What is the variance percentage?
A. 1.25%
B. 1.67%
C. 2.10%

Monthly Base Pay
$10,500

Average Monthly Base Pay
$10,324

Difference
S176

Arch Mi
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Check Your Understanding Two

The correct answer is B. 1.67%.

" 0.167 x 100 = 1.67%.

Arch Mi

~= ) academy

¢ Arch | M1

Part C — Base vs. Average Variance Steps

Step Five Step Six

= Subtract = Divide the
Average Difference by
Monthly Pay the Base
FROM Base Monthly Pay
Monthly Pay to determine

to determine the Quotient.

the Difference.

Step Seven

= Multiply the
Quotient by
100 to
determine the
Variance
percentage.

J¢Arch | MI

Base vs.

Average
(Variance)

DIFFERENCE between the BASE and the AVERAGE?

Income Fundamentals 202
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¢ Arch | M1

Paystub Income Calculation

— Variable Pay

Arch Mi
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Variable Income ¢ Arch | MI

Income that typically fluctuates,
such as:

Overtime.
Bonus.

Commission.

Tips.

Q Arch Mi ncome Fundamentals 202
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Considerations ¢ Arch | M1

= History of receipt.

— Generally, the income must be received for at
least two years.

= Frequency of payment.

— The income may be received monthly,
quarterly, annually or with every pay period.

" Income trending.
— Stable or increasing.
— Declined, but stabilized.

— Continually declining.

Arch Mi
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Income Trending ¢ Arch | M1

= Generally, the income amount can be averaged.

= Special consideration should be taken if there is an extreme
increase in year-to-date earnings.

Trend of the Income is Stable
or Increasing.

= Generally, the current, lower amount must be used, if there
is no reason to believe the borrower will not continue to be
employed at the current level.

Trend of the Income was

Declining, but Since Stabilized.

= The income may not be stable.

Trend of the Income is = Additional analysis must be conducted to determine
Continually Declining. whether any variable income should be used. DO NOT
average.

Arch Mi
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Income Trending Examples

Trend of the Income is Stable
or Increasing.

Trend of the Income was

Declining, but Since Stabilized.

Trend of the Income is
Continually Declining.

Arch Mi

~= ) academy

¢ Arch | M1

2021 2022 2023 YTD
$22,000 $25,000 $24,650

2021 2022 2023 YTD
$20,000 $17,500 $17,985

2021 2022 2023 YTD
$25,000 $18,000 $13,000

Income Fundamentals 202 42



Outliers ¢ Arch | MI

academy

Q Arch M
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Outlier Examples ¢ Arch | M1

BONUS TRENDING

$10,000 $12,500 $19,000

" gg‘gaemy nnnnnnnnnnnnnnnnnnnnnnn



Variable Income and Trending Example — Bonus }%Arch \ MI

Annual Average Monthly

2021 Bonus $10,000 $833.33 -
2022 Bonus $12,500 $1,041.67

2023 Bonus thru 5/20/23 $19,000 .
Pay Date Decimal Factor = 12.0 ’ ’ .

Trending of the Income = Stable or Increasing

How do you calculate this borrower’s qualifying Bonus?

Arch Mi
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Bonus Example

Arch Mi

~= ) academy

P
N

Borrower({s) Name:

Bonus Income Analysis

Outlier Example

Prior Year Bonus Earned

1 |Total Bonus Earned

rom the AMIQuiC Totals Tab.

Enter the total amount of bonus earned.

Click Here for AMIQuiC Totals.

Prior Year

$10,000.00

Most Recent Year

$12,500.00

Year-to-Date (YTD)

Prior Year vs. Most Recent Year

Calculator assumes bonus payout is annual — if

% of Decline
0.00%

Year to Date - 2023

2 |Bonus Payout Months other than annual, enter the appropriate pro-rata 12.00
number.
Enter the total t of -to-date b
3 [2023 Year-to-Date Bonus T Y ear= osdeE=han s $19,000.00
earned.
% of Decline % of Increase
Most Recent Year vs. Year-to-Date
nfa 52.00%
o Q g Bo
4 ; 2 Indicate "YES" if you wish to -include 2021 data in YES B
the calculation. -|
. it : _ Indicate "YES" if you wish to .include 2022 data in S
the calculation.
i s . Indicate "YES" if :,rou wish to |nf|ude 2023 YTD e
data in the calculation.
onthly ifying Bonus Income $937.50
Comments: )

N

Income Fundamentals 202
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Variable Income and Trending Example — Overtime L:%Arch \ MI

Annual Average Monthly

Pay Frequency = Biweekly _
2021 Overtime $14,527.86 $1,210.65 -
2022 Overtime $15,962.32 $1,330.19

2023 Overtime thru 5/20/23 $6.489.72 o0 s e
Pay Date Decimal Factor = 4.65 ’ . ’ .

Trending of the Income = Stable or Increasing

How do you calculate this borrower’s qualifying Overtime?

Arch Mi
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Overtime Example ¢ Arch | MI

Overtime Income Analysis

Borrower(s) Name:

Variable Income & Trending Borrower's name w y from the AMIQuiC Totals

Click Here for AMIQuiC Totals.

Prior Year Most Recent Year

Prior Year Overtime Earned

1 Total Overtime Earned Enter the total amount of overtime earned. $14,527.86 $15,962.32
Prior Year vs. Most Recent Year % of Decline % of Increase
0.00% 9.87%
Year-to-Date (YTD) TR
Enter date through which year-to-date pay was
2 |Year-to-Date Paid-Thi h Dat: 05/20/23
earto-ate Faid-Through Late earned (00/00/00). el
Enter the factor from the Pay Date Decimal
Calendar based on th -to-date paid-th h
3 |Pay Date Decimal Calendar Factor alendar basec on the year .o ate palc-throug 4.65
date (above, Line 3)
(click here for the pay date decimal calendar).
2 |2022 Year-to-Date Overtime Enter the total amount of year-to-date overtime $6,489.72
earned.
Most Recent Year vs. Year-to-Date % of Decline % of Increase
0.00% 4.92%
0 0 D 0
P . o Indicate "YES" if you wish to .mclude 2021 data in S
the calculation. E
% o . o car) dats Indicate "YES" if you wish to .|nc|ude 2022 data in S
the calculation.
7 . el . Indicate "YES" if j,rou wish to |nc.\ude 2023 YTD S
data in the calculation.
8 Monthly Qualifying Overtime Income $1,290.75

Arch Mi
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Variable Income and Trending Example — Commission L:’;"Arch \ MI

Annual Average Monthly

2021 Commission $120,000.00 $10,000.00
2022 Commission S130,000.00 $10,833.33

2023 Commission thru 9/15/23 $135,575.00 $15,950.00
Pay Date Decimal Factor = 8.50 / : ’ .

Trending of the Income = Stable or Increasing

How do you calculate this borrower’s Commission?

Arch Mi
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Using Outlier vs. Not Using Outlier

ZC’;" Arch ‘ MI

Should you include the outlier or not? It depends.

Prior Year Overtime Earned

Click Here for AMIQuIC Totals.
Most Recent Year

Prior Year

Click Here for AMIQuIC Totals.
Most Recent Year

Prior Year

Prior Year Overtime Earned

issi . Enter the total amount of commission earned
1 |Total Commission Earned Enter the total samount of commission earned $120,000.00 30,000.00 1 |Total Commission Earned $120,000.00 $130,000.00
each year. each year.
Prior Year vs. Most Recent Year % of Decline % of Increase Prior Year vs. Most Recent Year % of Decline % of Increase
0.00% 8.33% 0.00% 8.33%
Year-to-Date (YTD) Year to Da.~ Year-to-Date (YT
i _to- . Enter date through which year-to-date pay was
32 |Year-to-Date Paid-Through Date Enter date through which year-to-date pay was 09/15/23 2 |Year-to-Date Paid-Through Date 2 i pay 09/15/23
earned (00/00/00). earned {00/00/00).
Enter the factor from the Pay Date Decimal Enter the factor from the Pay Date Decimal
_to- id- ) Calendar based on the year-to-date paid-
3 |Pay Date Decimal Calendar Factor Calendar based on the year-to-date paid 8.50 3 |Pay Date Decimal Calendar Factor year-ic P 8.50
through date (above, Line 2) through date (above, Line 2)
(click here for the pay date decimal calendar). (click here for the pay date decimal calendar).
4 |2023 year-to-Date Commission Enter the total amount of year-to-date $135,573.00 4 2023 Year-to-Date Commission Enter the total amount of year-to-date $135,573.00
commission earned. 7~ N\ commission earned.
Most Recent Year vs. Year-to-Date % of Decline % of Increase Maost Recent Year vs. Year-to-Date % of Decline % of Increase
0.00% 47.23% 0.00% 47.23%
0 Q g Income 0 Q g Inco
5 Indicate "YES" if you wish to include 2021 data in YES 5 Indicate "YES" if you wish to include 2021 data in YES
the calculation. the calculation.
i nyEgH | i f f " [V : : :
5 o ost RecentYear) da Indicate "YES" if you wish mrlndUdE 2022 data in B 5 . PRI |nclicate "YES" if you wish to include 2022 data in =
the calculation. the calculation.
- Indicate "YES" if you wish to include 2023 YES = Indicate "YES" if you wish to include 2023 NO
Average data in the calculation. Average data in the calculation.
S N’
& |Monthly Qualifying Commission Income $11,863.78 & |Maonthly Qualifying Commission Income $10,416.67

Comments:

rEomments:

|nncumantannn in file shows that borrower's territory was expanded totwice it's size in 2023, which supports the use of 2023 commission

is

1. Do you need maximum income to qualify?

Arch Mi
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2. Can you get an explanation and documentation to support stability?
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Knowledge Check Three ¢ Arch | MI

Is this True or False?

= Considerations when calculating
variable income include history of
receipt, frequency of the payment
and income trending.

Arch Mi
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Check Your Understanding Three

The correct answer is True.

= Considerations when calculating
variable income include history of
receipt, frequency of the payment and
how the income has trended over the
period of time you are reviewing.

Arch Mi
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¢ Arch | M1

Tools and Resources

Arch Mi
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archmi.com | archmicu.com

BR ArchMortgage | USMI - Home X+

C & mortgagearchgroup.com/us/

[R) RCW Service login  yy Workday archgroup  B§ WordPress Login - [ Vimeo Bl Arcnmii BR AMICU  BE Training SharePoint @ Salesforce s RoboHead Marketing  [C] Concur

Arch Capital Group Insurance Reinsurance Mortgage

2% Arch ‘ MI

Welcome to Arch Ml

Arch Ml offers credit risk enhancement products, expert
risk management and financial solutions to help lenders
and investors reduce their exposure to mortgage risk.

A N
V"

Get a Quote Order MI & Service Loans

Run a quote using RateStar, the Log in to CONNECT to order MI

industry’s preferred risk-based M pricing and service your policies in a safe,

platform. Learn more > secure environment. Learn more >

GET A RATESTAR QUOTE ORIGINATION

‘ SERVICING

o hgroup.com/us/training
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~ = X

2 ¥ O s 02

W arch University [ Getty Images Corelntegrator®Llo... 'y Melody Loops » Other bookmarks

ACGLS71.22 -1.19(-1.64%)

Resources v Contact Us v

Course Offerings

Upcoming Webinars

310nY B 199

Training Videos and Podcasts
Training Resources

Homebuyer Education

N 43pJ0

SuE0q 32|AISS

Look Up Loan Status

Need to know the underwriting status of
your MI request in a hurry? Our Loan

Status Lookup is here to help.
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Diana Swifi:

~ Senior National Trainer and
Instructional Designer

fo_ Linkegi_l_rl__(Ar_gP,]TI’_\_[!oggage Insurance Company)
X (@archmi_us)

= —i,!,facehook com (Facebook.com/Arch-Mortgage- 1nsura11te)

= Instagram (archm| us) =

~ Vimeo (archmortgagemsurance)

dswift@archmi.com

© 2024 Arch Mortgage Insurance Company. All R|ghts Reserved. Arch Ml is a marketmgte
Company is a registered mark of Arch Capital Group (U ¥ ) Inc. or its affiliates. MCUS-B1 L
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