calculating household
income for chfa loans

Disclaimer
This Disclaimer applies to all content
provided through CHFA webinars or other
training events. The training content
provided is intended to help explain
CHFA’s programs, but should not be relied
upon as an alternative to the CHFA Seller’s
Guide. CHFA makes reasonable efforts to
ensure that information provided in its
trainings is up-to-date and accurate. If
there are any discrepancies between
information provided in a training event,
including in slide presentations, and
CHFA’s Seller’s Guide and/or eNews, the
later documents should be relied upon.
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income calculations


This income calculation training is applicable to the following
programs:
 CHFA HomeAccesssm and HomeAccess Plussm
 CHFA SectionEightsm for Homeownership
 CHFA Mortgage Credit Certificatesm programs



All other CHFA programs accept the qualifying income utilized by
determining borrower eligibility for the mortgage loan type, and
which complies with applicable insurer/guarantor or Fannie Mae
guidelines
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calculation differences


CHFA




All household income for all occupants of the property 18 and
older
 All household income sources, no matter the length of time
received by occupant of property
 Household occupant = anyone living in the home 50% or
more of the time, including children, other family members,
etc.

Lender


Credit qualifying income
 May not have to include income if there is not a “history” of
the borrower receiving that income
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sources of household income





All household income must be included for all occupants of the
property 18 and older
Sources of household income can include
 Child support
 Maintenance
 Overtime
 Tips
 Bonuses
 Commissions
 Non-taxable income
See the income section (Chapter 5, Section 501) in the CHFA Seller’s
Guide for all sources of income
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household income calculations
CHFA will verify start date of employment using a
Verification of Employment from lender
 Household income types







W-2 Employees - including overtime
 Bi-weekly
 Weekly
 Semi-Monthly
 Monthly
Self-Employed
Other Income
 Bonus
 Social Security
 Disability
 Pensions
 Unemployment
 Rental income
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determining pay periods


Borrowers who are W-2 employees may be paid on a
weekly, bi-weekly, semi-monthly or monthly basis






Weekly or bi-weekly pay basis, use the number of weeks through
which borrower has been paid
 Link to calendar that has numbered weeks:
http://www.calendar-365.com/2016-calendar.html
 See next slide for an example
Semi-monthly pay basis, use the number of pay periods through
which borrower has been paid (there are 24 pay periods in a
year)
Monthly pay basis, use the number of months through which
borrower has been paid
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sample calendar
Number of
weeks in
year
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w-2 employee – bi-weekly
Based on the period start
and end dates, borrower is
paid on a biweekly basis.
Borrower’s pay date. This is
the date to use for the
number of weeks through
which borrower has been
paid.

Types of pay borrower is
receiving. See other income
for bonus income
information.

The income calculation for
this borrower would be as
follows: borrower paid on a
bi-weekly basis through
9/18/15 would be 38 weeks
(if this were an odd number,
i.e. 37, then you would add
1 to make it an even week
number since borrower is
paid bi-weekly). Take the
YTD income - $24,947.43 and divide by 38 weeks.
Multiply by 52 weeks per
year, then divide by 12
months to get
$2,844.88/month.

Year to date
income for
borrower.
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w-2 employee – weekly

Types of pay
borrower is
receiving.
See other
income for
bonus
income
information.

Based on the period start
and end dates, borrower is
paid on a weekly basis.

Borrower’s pay date. This is
the date to use for the
number of weeks borrower
has been paid through.

Year to date
income for
borrower.

The income calculation for this borrower would be as
follows: borrower paid on a weekly basis through
10/16/15 would be 42 weeks (could be an odd or even
number since borrower is paid weekly). Take the YTD
income - $35,499.52 - and divide by 42 weeks. Multiply
by 52 weeks per year, then divide by 12 months to get
$3,662.65/month.
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w-2 employee – semi-monthly
Based on the period start
and end dates, borrower is
paid on a semi-monthly
basis.
Borrower’s pay date. This is
the date to use for the
number of pay periods
through which borrower has
been paid.

Types of pay borrower is
receiving.

The income calculation for
this borrower would be as
follows: borrower paid on a
semi-monthly basis through
10/15/15 would be 19 pay
periods. Take the YTD
income - $31,825.44 - and
divide by 19 pay periods.
Multiply by 24 pay periods
per year, then divide by 12
months to get
$3,350.05/month.

Year to date
income for
borrower.
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w-2 employee – monthly
Based on the pay date,
borrower is paid on a
monthly basis.

Types of pay
borrower is
receiving.

Year to date
income for
borrower.

The income calculation for
this borrower would be as
follows: borrower paid on a
monthly basis through
8/20/15 would be 8 months.
Take the YTD income $34,166.06 - and divide by 8
months to get
$4,270.76/month.
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self-employed borrowers


To calculate Self Employed income, use the following







Net income from last year’s Federal Tax Returns
 Add back any depreciation (if applicable)
Net income from Year to Date Profit and Loss statement
Add the income from previous year’s Federal Tax Returns plus the
year to date Profit and Loss statement and divide by the number
of months through the date of the Profit and Loss statement
If in the first quarter of the year, obtain a Profit and Loss
statement for the previous year and use the most current tax
return filing (i.e., in 2016 use P&L for 2015 and returns for 2014)
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self employed borrowers (continued)
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self employed borrowers (continued)

Net
income
for the
P&L
would be
$15,588.

The income calculation for this borrower would be: Net
income from Income section of Tax Returns - $4,604.00 +
net income from P&L $15,588.00 divided by 21 months
(2014 months of 12 plus 9 months on P&L) =
$961.52/month.
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other household income


Child support and or alimony/maintenance






Child support - include separation/child support orders and/or
Family Registry pay schedule
If there are no orders available for child support, then a letter of
explanation must be in the file
Alimony/maintenance – include separation documents or divorce
decree to show amount received

Bonuses




If borrowers receive a one time bonus for the year, then it can be
annualized over 12 months
 Must be documented that it is only an annual bonus
If borrowers receive a bonus on a monthly or quarterly basis,
bonus must be averaged over the amount of pay periods through
which they have been paid
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other household income (continued)


Social Security income can be considered non-taxable




Pensions




Allowable to gross up – grossed up amount must be used for CHFA
household income calculation
Use amount from current year federal tax returns or current pension
statement

Overtime
Must be included in the gross monthly household income calculation,
no matter the length of time borrower has received it
 Use year to date amount from paystubs




Tips




Commissions




Can average year to date amount from paystub and previous year’s
amount from written verification of employment
Can average year to date amount from paystub and previous year’s
amount from written verification of employment

Any support provided to a parent/guardian on behalf of a
minor child
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contact information
Call us with questions:
(888) 320-3688 Home Finance
Like us on Facebook
www.facebook.com/CHFA.Colorado

Follow us on Twitter
twitter.com/CHFA
Subscribe to us on YouTube
www.youtube.com/user/ColoHFA
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