Disclosures

Understanding -
An Alternative Option for
P&L O n Iy Loa n S Self-Employed Borrowers

&, Borrower Profile Example

Job: Self-Employed Consultant

CPA-prepared PS&L for last 12 months shows $180,000 in income
Monthly Expenses (PITIA + debts): $5,500

Loan Amount: $600,000

Credit Score: 710

[ How P&L Only Loans Work

P&L Only Loans allow borrowers to qualify using a profit & loss
statement prepared by a CPA or licensed tax preparer.

Example:

e Annual P&L Income: $180,000

e Monthly Income: $180,000 + 12 = $15,000

e Monthly Liabilities: $5,500

e DTl =$5500 + $15,000 = 36% — QUALIFIES \/

9 Key Benefits of P&L Only Loans

No bank statements or tax returns needed

Fast income verification via CPA or tax preparer
Ideal for businesses with irregular cash flow
Simplified documentation process
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Asset Qualifier Loans

Assets Only vs. Asset Allowance

Borrower 60-year old retiree with a 740 FICO.
. No employment income but has
‘ Profile liquid assets of $2 million and
Example  monthly debt obligations of $3,000.

6 Assets Only Loan 9 Asset Allowance Loan
Liquid assets must cover loan amount, Converts liquid assets into qualifying
down payment, closing costs, and 60 income using a divisor of 60 months
months of non-subject property housing (Eligible assets + 60 = qualifying income)
liabilities.
Example: Example:
e Loan Amount: $600,000 ¢ Monthly income: $2,000,000 + 60 = $33,333
e Estimated closing costs & reserves: $50,000 ¢ Monthly obligations: $5,000
e 60 months of housing liabilities: $180,000 e DTI: $5,000 + $33,333 = 15% — QUALIFIES \/

e Total required: $830,000
e Available assets: $2,000,000 - QUALIFIES y/’

[% Key Differences

Assets Only Asset Allowance
Income needed? No Yes - from assets
DTI considered? No Yes - under 50% cap
Qualification style: | Net worth-based Income-based (using assets)
Best for: High net worth, no income High assets, want income-based approval
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Disclosures

Understanding Bank
Statement Loans

A Simple Guide for Self-Employed Borrowers

Borrower Self-employed business owner with consistent

a monthly deposits averaging $25K over 24 months.
L Profile e I

Borrower has a 720 FICO, is looking for a $700K
Exqmple loan amount, and has monthly expenses of $6K.

[% How Bank Statement Loans Work

Bank Statement Loans allow self-employed borrowers to qualify
based on average monthly deposits instead of tax returns.

Example:

Avg. Monthly Deposits (24 months): $25,000

Expense Factor: 50% (typical for product business)
Qualifying Income: $25,000 x 50% = $12,500/month
Monthly Liabilities: $6,000

Debt-to-income = $6,000 + $12,500 = 48% — QUALIFIES \/

6 Key Benefits of Bank Statement Loans

No tax returns required

Use 12 or 24 months of personal or business statements
Flexible expense factors by industry

Great for business owners with write-offs
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Understanding DSCR Loans

A Simple Guide for Investment Cash-Flow Loans

‘ Loan Example for Single-Family Investment Property

e Purchase price: $500,000 e Estimated mortgage payment: $2,400
e Loan amount: $400,000 e Credit score: 720
e Market rent: $3,000/month e Employment verification is not needed
% How DSCR is Calculated |\.; What Does That Mean?
Gross Monthly Rent DSCR stands for Debt Service Coverage Ratio.
DSCR = A DSCR of 1.25 means the property earns 25%

Monthly Mortgage Payment
more in rent than it costs to carry the mortgage

each month. Most lenders want a DSCR of 1.00
35,000 or higher, meaning the property at least pays

Example: DSCR = ———— =125 X
$2,400 for itself.

(@) What If DSCR is below 1.00?

If rent is only $1,800/month, DSCR = $1,800 / $2,400 = 0.75
Some lenders allow low or no DSCR minimums (like 0.75 or 0.00). These loans typically come with
higher rates and have more restrictions and requirements (like strong credit and more reserves).

€% Why DSCR? & Recap
Feature Benefit Scenario DSCR | Outcome
No employment or DTl required | Ideal for self-employed or retirees $3,000 rent / $2,400 PITIA 1.25 Strong qualification
Qualify based on rent Simple and flexible underwriting $2,400 rent [ $2,400 PITIA 1.00 Qualifies
Can be held in LLCs Business-friendly for investors $1,800 rent / $2400 PITIA 0.75 May qualify
Options for low DSCR options Flexibility on underperforming units $1,200 rent / $2,400 PITIA 0.50 May qualify
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