FUNDLOANS

APEX ELITE (Alt Doc)
MONTAGE ELITE (Full Doc)
SPECTRUM ELITE (DSCR)

GUIDELINES



TABLE OF CONTENTS

1.0 INErOAUCHION cucecnneeiiinriiinnrensnncssnniesssniesssnesssnessssnesssssessssssssssssssssssssssesssssssssssesssssssssssessssssssssssssssssssssssssssssss 6
BroKer RESPONSIDIIITICS .....veivveieriirieieeiiesiiesiieetesteeeteeseesteesteestaessseesseesseesseesssesssessseasseesseessaesssesssesssesssessseessennses 6

ADILity t0 REPAY (ATR) ..ottt ettt et s e et e et e bt e bt e bt e saeesateestesateenteeabeeabeenneenneenes 7

2.0 Alternative Documentation and DSCR Programs .........ceueiieennecnsnecsennsnensesssnesssesssscsssessssssssssssscsse 8
Alternative Documentation Program OPLiONS. .........ccuevverueriieeniiesiiesiiesiestesteeteeteeseesseesseesssesssesssessessseessasssassssesssenns 8
Other Program OPtIONS. .....cc.veeecuieiiiieiiieesteesteeeetteesteeseteeestteesseeasasesssesassseessssesssesssssessssessssssesssesassssessseesssessssseesssesaes 8
3.0 ELIGIDIIILY ceeeeervnnricnissnnrecssssnnicnsssnnnecsssnsnesssssssessssssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssssssss 9
TN B 21 174 10) (S 27 a (00 TSP 9
3.2 INCHZIDIE BOITOWETS ... ..icvieiieiieiiesitesteete et esteesteesaesebeeebeesseesseessaessbeasseasseessaassaesssesssesssesssesssessseesseesssenssesssenns 11
3.3 BOTTOWET TYPES ...ttt ettt et ettt e st e s bt e e st e e ettt e bte e s b ee e bteesateesabaeesabeesnbaeeanbeesabaeanas 12
3.4 EIIIDIC OCCUPANCY ...cvviierieeiieiiiiiesieeeiteeteeteesteesteesteesssessseasseasseassaassaesssessseasseassessseesssesssesssesssenssenssessssesssesssenns 13
3.5 EIiIDIE TTANSACIIONS .. .eeuvieiiieiieiiesitesite ettt ettt et e et e etteete e bt e bt e sbeesstessteenseenteeseesseesnsesnsesnsesnseenseenseesseesanesnsenns 13
3.5.1 PUICRASE IMONEY ......eciieiieiiieeiieeerieteete et ettesteestaessbeesbeesseesseessaesssassseasseassaassaassaessaesssesssessseassesssesssensssensns 13

3.5.2 Rate/Term REINANCE .......cceeiiiiiieiee ettt ettt ettt e s et e st e st e eateebeeseesneeeaes 14

3.5.3 Cash-out Refinance TranSactionsS..........cc.eeieruiruierierieetieie ettt ettt et esee e st eneesbeeaeeneenseeneeneeeneeneas 15

3.5.4 CEMA LOGNS ...ttt ettt ettt et ettt ettt e sttt e s bt e e s a bt e e bteesabeeeabteeabbeeeabeeeeabeenabeesabeesbeeesabeean 16

3.5.5 Texas Home Equity Loans S0(2)(60)......cccvervirurirrieiieireesiiesiestesresereereeseesseesssesssesssesssesssesssesssesssessssensns 16

3.6 INELIGIDIE TTANSACLIONS .....eeeuvieiietieitieitie et et et e st e et eette e bt e bt esbtesbtessteeaeeeateenseasseesssesnseensesnseenseenseenseesseesasesnsenns 17
4.0 Credit...auecineeiniencnssencssencssnecsssnessssnesssssesssssessssssssssesssssssssssesssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 17
4.1 ANALYSIS OF CTEAIL. ettt ettt b ettt b et st e e st e bt s he et e s bt e st e st e e st ebesbeeneenbeeaeenes 17
4.2 General REQUITEIMENES .......c.eeeiiiiiiiieiiieeiteeiee et e et e e ee e teeeteeesabeessseeesseeessaeesseesssaeassesensseesssesessseesssesensseensses 17
A.2.1 CTOAIE SCOT@S....c.ueeutetienteeteeitete et ettt et et e sb et e e bt e st e bt e st eate e bt e st eetesbeembeebeem e e bt eseeme e bt ems e tenteeseentesaeemeenbeeneenes 18

4.2.2 Tradeline REQUITEIMENLS ........ccecuiieiriiiiieeiieeeee ettt ee e e eteeesbeesteeetbeessseeesseessseessseeesssassssesesseesssessnssesnsses 19

4.2.3 Credit Reporting Data Included in DTT RALIOS .....veecviireiiriiiiiiiieiecieeseesee e eve e sene e snsesnne e 19

4.2.4 Credit Reporting for Business DEDt.........cc.uiiiiiiiiiiiii ettt et 20

4.2.5 Housing History Greater Than 12 MONtRS.........ccccverieriiriiiieniieie et eseesee e sre e eseesseesseessaessnesnsesnneens 21

4.2.6 No Housing History or Less Than 12 Months Verified..........cccveviiieeiiiiiiieiiie e 21

4.2.7 Other Credit and Credit Reporting REqUITEIMENLS ..........c.cccvveeiieriieriieriieiieeeeeie ettt eseesee e seseeseeseenaeens 22

4.2.8 Credit Counseling, Collections, Judgements, LIeNS........c.cccccuiiriieeiiiieriiesiie e eseve e 22

4.2.9 Forbearance, Deferred Payments, MOIfICAIONS ........ccveruierieiiiriiiesieeiieseeseesee e sneeseesseesseessaesenesnneens 23

4.2.10  Significant AdVerSe CrEIt.........cevuiiieiiieiieeiiieeiieesteeetee et e esteeeteeesebeesseeesseessseeesseesssessssesessseessses 23



5.0 CAPACILY ouvvrirrrnrinsreressnrcssercsssnscssssssssssssssasssssssssssassssssssssssssssssssssasssssassssssssssssssssssssssssssssssssssssssssasssssasssssas 24

5.1 Full DOCUMENEATION .ccecueeiiueiirueniiensneisnecsaenssnncssesssnecssesssaesssesssseessessssssssassssessssssssssssassssssssassssssssasssssssassss 24
5.1.1 FUll DOC Program OVEIVIEW........ccccvieeeiieeirieeitieesiteesseeestteesseessessssseesseesssssesssessssesassssesssessssssssssessssssesssessssssanes 24
5.1.2 Documentation REQUITEIMENLS ..........cceccurriiieriierieeriiesiesteeteereesteesteesstesssessseesseesseesssesssesssessseessensseesseesseesssenssenns 24
5.1.3 UnSChedUuled INCOIME ........eouiiiiiiiieie ettt ettt h e sttt et e bt e bt e sbeesbeeeateenteebeesbeesatesateans 26
5.1.4 Declining/INCreasing INCOME .........ccviiriiriieiiiesieestterte e ste et eteesteestaessaessseesseesseesseesssesssesssessseesseesseesseesssensseans 29
5.1.5 Determining Income for Self-Employed BOITOWETS ...........ccciiiiiiieiiiecieeciee ettt eee e e e siveeebaeevne e 29
5.1.6 Requirements fOr COTPOTate SLIUCIUTES. .......civieriuerreereeteesteesteesttesereeteeseesseessaesseesssesssessseesseesseesseesseessesssesssenns 30

5.2 AL DIOC..cuuiiieiisueninecsennnensnnsssessnssssesssnssssesssessssessssssssesssassssessssssssssssassssesssssssassssassssasssssssssssssssssassssessassss 32
5.2.1 Bank StatemMent ANALYSIS........ccververiiriieeiieerieeseesteestesteareaseeseesseesseesssessseasseessessseesssesssesssessseessessseesssesssessenns 32

5.2.2 Personal Bank Stat@meEntS..........cccuiiiiiiiiiiiiiiieciie ettt et ettt et e eteeeseveeetee e taeeseresetaeesabeesareeenaeesareeas 34

5.2.3 Business Bank SEALEIMENLS .........cecuieuieiierieieieitieieie ettt ettt ettt e et est e tesae e st e seeseensesseeneenneeneenees 35
5.2.4 Rental INCOME- AIL DOC......cuuiiiiiieiie ettt ettt e et e e ete e e st e e e bt eestaeessbeeessseessaeessseeensaeeasseeenseeanes 36
5.2.5 PEL ONLY ..ottt ettt ettt e a et h et e bt e a e et e ee e e ae ekt ent e te bt enteteeneenteateeneeseeneenten 37
5.2.6 Written Verification of Employment (WVOE)........cocooiiiiiiiiiiiiieeseetee ettt s 38
5.2.7 1099 Reduced DOC INCOME. ......coueeiiieieieiieiieie ettt ettt ettt et ettt et et e es e e e e teese e seeseeneesseaneeneenseeneensesseensens 39
5.2.8 ASSCE DEPIELION ...ttt ettt ettt ettt et e e bt et e e a e e et e e be et e e ehteenteehtesnteenteenseebeesseesateenteans 40
5.2.9 ASSEE ULTHZALION ...ttt ettt ettt et s bt ee et e bt e st e st en e e e e seeemeenaeeseemsenseeaeenseeneeneesseeneensesneensans 40

5.3 MONthLY DEDt....cuueiiiiinriiniricnsnnicssnnissssnsssssnsssssnsssssssssssssssssssssasssssasssssassssssssssssssssssssssssssssssssssssssssssssssasssssas 42
5.3.1 ReSIAUAL INCOMIE ...ttt ettt b e s b e st e e bt et e e bt e bt e sbeesaeeeateenbeenbeesbeesanesateans 43
5.3 2 BOrrower ATR CertifiCatiON ......cc.eeueeriiriieieieitiete sttt ettt ettt st sbe et be st e st sbe et e steemeeaesbeeneens 43
5.3.3 SUbOIdINAte FINANCING.......cccuviiiiieiiii et citeete et e ette ettt e et e e etee e ebeeebeeeabeessseeessaeessseessseeassseessseesssseenssessnsseanes 43
5.3.4 Adjustable Rate and Interest Only QUAalIfYING .......c.cccvverieriieriiiiiieieeieee ettt e sreesteesaaeseneans 44

S04 ASSCLS cuueeeniiineisnnennensnninstensnisssessnessstssatssstssstsssstssstsesstsssasssstsssttesstsssasssstssstsesatsssatessessstsesatsssasessassaeesaness 45
5.4.1 VeTifiCatION O ASSELS -....eeueeiteitieieiteettete ettt ettt e e e te e s te bt es e et e st e en e et e sseemeeeteeseenseeseeneenseeneeneesseeneenseseeensens 46
5.4.2 Other REQUITEIMENTS .......cccuieiieiieitieette ettt et ste e st e et eeiteete e bt e bt esbeesteesaeesaseeateeaseesseasseesnsesnsesnseenseeseesseesasesnsenns 46
5143 RESEIVES ..ccuueeuiieuiiettette ittt et ettt estt e ht e sat e et e bt e bt e s bt e e ae e e at e e ab e e bt e s bt e sh et s at e ea bt et e e bt e ab e e bt e sbeeeat e et e e bt e sbeesateeateens 47
5.4.4 SelIEr COMNCESSIONS .....veieuiiiieerieeteeeeteeeeteeeetteeeteeestteeseseeesseeessseaaseseasseesasaeasseaassesansssesssaeasseeasseesssesasseesssesansseanes 48

5.5 Debt Service Coverage Ratio (DSCR) Transactions ............cceceeecsseeccssneccssanccsnnnenes 48
5.5.1 EXPEIIENCEA INVESTOTS....cuviiiiiiiiiiesiieiieiteeteeteesteesttesttesebeasseesseessaessaesssessseasseesseesseesssesssesssesssensseesseesssesssesssenns 48
5.5.2 FIrSt TIME INVESTOTS. .. .ccitiiiitiiiiiieetie et e et ee et e et e eetteeebeeeteeeeebeeebseesseesaseeesseesssaeessesensseessseeansaeenssesanseeanes 48
5.5.3 Occupancy and Documentation REQUITEIMENTS ..........c..ccievrieriierierieiieereeiteesreeseeseesereseressseesseeseesseesssessnessseans 49
5.5.4 Housing History Greater than 12 MONtRS ..........cccociiiiiiiiiiiiieieese ettt et esbeesaeesaneeas 49



5.5.5 No Housing History or Less Than 12 Months Verified ..........ccocceriiiiiiiiiiieniesiecie e sene e 49

5.5.6 DEDt SETVICE COVETAZE .....eeuveeureeniieriieritesiteeteeeteesteeeteesttesutesateenteasteesseesseesssesaseanseenseenseenseesssesnseenseeseesseesasesnsenns 50
5.5.7 Foreign National (DSCR Program ONLY)...........cccccueevuieiiieriienieiiesiesteereesreesreesteesesessresssessseesseesssessessssssssessseans 52
6.0 COllAtEral.....uuciueiieeiieiiniiinicreenseecsuniseesssesssesssessssesssesssassssesssssssssssssssssessssssssssssassssessssssssassssssssassssssssasss 55
6.1 EliGIDIE PrOPEItY TYPES ...uviectieetieiieeiieitett et te sttt ettt ettt e bt e sate s et e eateete e beesseesseesnsesnseeseesnseenseenseesseesanesnsenns 55
6.2 INCHIZIDIC PrOPETLY TYPES .vievvieiiiiiriiiiiiieieeiteesitesttesteeereesbeesseesseessaessbessseesseesseesseesssesssesssesssesssensseesseesssesssesssenns 55
6.3 DECHNING IMATKELS ....euiiiiieiieiieitieitte ettt ettt ettt ettt et e et e e sbtesatesate et e e beesseesseeenseensesaseenseenseenseesseesanesnsenns 56
6.4 Flips 56
6.5  Transferred APPLaiSalS........cc.eieciieiiiieeiiieeiieeeieerte e st ee ettt e sbeeeteeestbeesbeeessseessseeasseesssaeassseessseessseeesseensseeansseanes 57
6.6 Condo Project ReVIEW WarrantabIe............cccververieriieriieiieiteieeseestesteeteete e teesteesssesssessseenseenseeseesseesssenssenns 57
6.7 Condo Project Review Non-Warrantable.............cccuieciiiiiiiiiiiieieeciec ettt veeeveeeseveesveeebaeesssaessrneenes 58
TR 1 T o L PSRRI 59
N o] o) 2 71 OSSR PRSIt 59
6.10 ValUAtion OVETVIEW.....cuuiiuieieitieiieteete ettt ettt ettt a et s bt e s e bt eh e et e ebeea s e e bess e e teebeese e bt eseeseeseabeeneeneeeneensesbeensens 60
6.11 ApPPraiSer INAEPENACIICE ........cccuiieiiieeiie ettt eetee ettt et e et e ettt e s beeetbeessbeeestaeesssaesssaeessseessseesssaeensseessseanes 61
6.12 Appraisal REVIEW REQUITEIMENLS ........cccvveriiiriieiieiieeie et et etesieesteseteeaeeseeseestaesseesssesssessseessessseesseesseesssensseans 61
6.13 Title INSUrance REQUITCIMENLS ........ccuuieiiieiiiiiiiiieeiee et eete e et e ertteesveeebeeesebeessseeessaeessseessseeassseesssesssseesssessnsseanes 62
6.14 Title POlICY REQUITEIMENLS ......cviiitiiieiiiiieieeitesiteseeete ettt esteesetesebeesseesseestaessaesssessseasseessessseenseesseesseesssenssenns 64
O.14.1  THLI VESTINE..ccuiieiiieeitiieciee ettt e et e et e e et eete e e tbeeesteeetbeessbeaessaeassseeasseeensseeassasassseensseessseeesssesssseenn 65
6.15 Hazard Insurance Requirements/Condo (HOO) .........c.cocvieiiieiienienieiieeie ettt seesveseeeseseeseeseessaesnnessseans 68
7.0 MISCEIIANEOUS c.veeeeueeerurecsuensnessannssnecsaessnnsssesssnssssesssnssssessssssssesssssssassssassssssssasssassssassssessssssssasssassssasssssssaasss 71
Tl FTAUA REVIBWS ...ttt ettt ettt b e ettt et e e bt e s bt e sh e e e at e ea bt et e e bt e ebbesbeesueeemteenbeebeesbeesasesnteans 71
7.2 OFAC and Watchlist SEarch Parties ..........coceiiiieiiiiieieeieeeee ettt st 71
7.3 ClOSING DOCUMENTALION .....cuviiiiiieeiiieeiieesteeeteeesiteesreeetteestbeeeseeesseessseeassseesssasassseessssessseeasssessssessssesensseesnsseaes 71
T4 A OF DIOCUIMENLS......c.ueiieiiieiieiieieeitesteeete et e et et et e teesetesssessseesseessaessaesssesssessseanseesseenseesssessseensessseesseesssenssenns 71
T o 00) 0 1S A I b GRS UUPRR 71
7.0 ESCIOWS ..tiiiiiiiiieeeeiiee e ettt e e ettt e e e ettt e e e etteee e e taeeeeeseaeaesasssaeesansseeeeassaaeeeassseeeeasssaesasssaesaassseeseansseeseassseeesasseeesnssens 72
7.7  Maximum FINAnCed PrOPeItiSs.......cccuiiviiiiiiiiiiiiieiieciectecte ettt ete e eestaesaeesveesseesbeesseesssesssessseesseesseesseesssessseans 72
7.8 DISASLET POLICY ..ceuuiiiiieit ettt ettt ettt e b e s bt e s et e e st e et e e bt et e e eh e e e st e satesnteente et e eteesheeeateenteens 72
8.0 EXCEPLIONS .ccccuurriisnrininrissnnessnncsssnncsssnscsssnessssnesssssesssssssssssessssssssssssssssssssssessssssssssssssssssssssssssssssssssssssssssssss 73
0.0 APPEIAIX couerrernrrissrninsssnessssnessnnesssnncsssnsesssnesssssesssssesssssssssssssssssssssssssssssssssssssssssssssssssssesssssssssssssssssssssssssssss 73
Borrower ADility t0 RePay AtEEStALION .....ccuveiverieeiieitietiesitesteestteseesteseaeeteesseeseeseesseesseesssesssesssessseessassseessesssenssenns 74
Business Purpose and Occupancy ATTIAAVIE .......cccvieiiiiiiiiieciie ettt et e e eeeta e e veeeteeesabeesebaeesssaesnreeas 76



Condo Questionnaire (LImMited REVIEW) .......cccuiiiiiiiiiiiiieiieiestest et steeteeteeste e teesteessaessaesssessseesseesseesseesssesssesssenns 77

Condo QuestioNNaire (FUIL REVIEW) ........cciiiiiiiiiiicciie ettt ettt e et eetve e et e e etaeeseveeeabeeesaseesasesensseesnreeas 78
Personal GUAranty AGIEEIMENL .........cccvievveerrierreesteestesrerreaseesseesseesseessessssesssessseasseessessssesssesssesssessseessesssessssesssesssesssenns 83
EXIIDIE A .ottt ettt ettt stt e e st e e et et e e st ess e seessa s e estenseeseens e seeteens e st e st e s s e Rt enseeseensenseeseenseeseenseseensents 91
Prepayment Penalty Reference GUIAE ........c.cccviiiiiiiiiiiciiccieie ettt eteeste e teesaestbessbessbeesseessaessaessaesssessnesssenns 91
10.0  Version HISTOTY ....cccviiicvicnssencsssnicsssnicssssscssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssasssssasss 93



FUNDLOANS ELITE GUIDELINES

1.0 Introduction

FundLoans Capital’s (hereafter referred to as FundLoans) Credit Guidelines establish standards and criteria in
which a loan will be eligible for funding. Brokers/Originators should use these Guidelines to understand how
FundLoans assesses risk and to understand FundLoans program specifics and our process flow. If a topic is not
addressed within these guidelines, FundLoans will align with Fannie Mae (FNMA) Manual Underwriting
guidelines.

The Credit Guidelines provide detailed requirements for eligibility but FundLoans is not obligated to fund a loan
even if it satisfies these requirements. Compliance with these guides does not create a commitment by
FundLoans to fund, as FundLoans has sole discretion to fund any loan.

State and Federal specific regulatory requirements supersede all underwriting guidelines set forth by FundLoans.
Broker Responsibilities

FundLoans Credit Guidelines must be interpreted and applied in a manner that complies with the laws and
regulations established by the Consumer Financial Protection Bureau (CFPB) and any other applicable laws and
regulations.

FundLoans has a no-tolerance policy as it relates to fraud. Brokers/Originators should have and continue to
follow their own established fraud and identity procedures for every loan to prevent and detect fraud (including,
but not limited to, Social Security Number Verification, verbal verifications of employment, processing of tax
transcripts, USPS, OFAC, AML and any other Exclusionary Lists). Loans containing fraudulent documentation or
information will not be funded by FundLoans and will trigger clawback provisions as applicable in the Broker
Agreement. Any determination of Broker/Originator involvement and/or knowledge of misrepresentation will
result in the dissolution of any relationship. The appropriate agencies may be notified.

Additional Requirements

e Deviations from the underwriting guidelines based on compensating factors may require an exception
and must be documented in the loan file.

e Negative Amortization Features or Equity Participations loans are not permitted.

e FundLoans does not fund loans defined as high-cost mortgages (or equivalent terms) under Federal or
State law.

e U.S. Territory loans are not allowed. Properties must be in the United States.

e With respect to each Mortgage Loan, (1) each Mortgagor or Guarantor is a natural person and (2) at the
time of origination, the Mortgagor was legally entitled to reside in the United States.

e Occupancy - the Broker/Originator gave due consideration, at the time of origination, to information
contained within the Mortgage Loan File, to evaluate whether the occupancy status of the related
Mortgaged Property as represented by the Mortgagor was reasonable. For business purpose loans,
the Borrower must complete the Business Purpose & Occupancy Affidavit.
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No Mortgage Loan underwritten pursuant to a bank statement income documentation program was
underwritten using fewer than twelve consecutive months of bank statements.

No Mortgage Loan was underwritten utilizing a borrower-prepared Profit and Loss statement or a
borrower-prepared expense letter/statement for purposes of determining income or expenses.

With respect to any Mortgage Loan underwritten pursuant to a personal bank statement income
documentation program either (a) the mortgage file has satisfactory evidence of the existence of a
business bank account for the related business or (b) if satisfactory evidence of a business bank account
is not provided, the amount of qualifying income for the borrower was determined under the
underwriting guidelines applicable to the business bank statement income documentation program.

Ability to Repay (ATR)

The Ability-to-Repay (ATR) Rule is the reasonable and good faith determination that a borrower has the ability to
repay the loan. Under the rule, the borrower’s income, assets, employment, credit history and monthly
expenses must be documented, and certain affordability calculations must be performed during the
underwriting process. All closed end mortgages secured by a dwelling, regardless of loan purpose, occupancy or
lien position are subject to this section.

Lenders are required to make a reasonable, good-faith determination before a loan is closed so that the
borrower has a reasonable ability to repay a loan. The lender must consider the following eight (8) underwriting
factors and include proper underwriting documentation that these factors were properly considered:

Current or reasonable expected income or assets,
Current employment status,

Monthly payment on the loan (calculated on the higher of the introductory rate or fully indexed, rate;
the maximum payment scheduled during the first five (5) years),

Monthly payment on any new or existing secondary financing, including any simultaneous loan that the
creditor knows or has reason to know, will be made,

Monthly payment for mortgage-related obligations, such as property taxes and insurance, HOA dues,
and ground rent,

Current debt obligations, alimony, and child support,
Monthly debt-to-income ratio or residual income, and

Credit history

NOTE: Sample Ability to Repay Attestation Disclosure is located in section 9. Underwriter may attest to the
borrower meeting the ATR rules or borrower may sign an attestation.
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2.0 Alternative Documentation and DSCR Programs

Alternative Documentation Program Options

Alternative Documentation may be used to determine qualifying income both alone and in conjunction with
other documentation options. When more than one documentation option is utilized for qualifying, i.e., bank
statements together with 1099, the documentation option yielding the highest borrower income will be used to
determine pricing. When Alt Doc programs are used in conjunction with full doc income qualification, Alt Doc
pricing and qualification will be used. Please see the applicable Elite Alt Doc Matrix for restrictions.

Qualification is based on several factors including (but not limited to):

Debt to Income FICO Score Housing History
Job Stability Loan to Value Ownership Seasoning
Reserves (PITIA) Residual Income

The following programs are considered Alt Doc from a credit and pricing standpoint:

e 1099 Reduced Doc Income

e Asset Depletion

e Asset Utilization

e Bank Statement- Personal

e Bank Statement- Business

* P&L

e Written Verification of Employment (WVOE)

Other Program Options

Debt Service Coverage Ratio (DSCR)

DSCR program is also referred to as Spectrum Elite from a credit and pricing standpoint. Please see the
applicable FundLoans Matrix for restrictions.
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3.0 Eligibility

3.1 Eligible Borrowers

All borrowers on loans funded by FundLoans will be individual, natural persons.

U.S. Citizens (as defined by USCIS)

Permanent Resident Aliens: An individual who is not a U.S. Citizen but maintains legal, permanent
residency in the United States. Documentation requirements:

o Valid and unexpired Permanent Resident Card/” Green Card” (Form I-551) without conditions. For
conditional permanent residents, proof of filed Form I-751 required. If any green card expires within
the 6 months before closing, proof of a filed Form I-90 is required.

Non-Permanent Resident Aliens: An individual who is not a U.S. Citizen but lives in the U.S. under the
terms of an acceptable visa and/or EAD Card. Borrowers who are residents of countries which participate
in the State Department’s Visa Waiver Program (VWP) are not required to provide a valid visa.
Individuals with diplomatic immunity who are not subject to United States jurisdiction are not eligible.
Non-Permanent Resident Aliens must be employed in the U.S. for the last 24 months.

Foreign Nationals are permitted under our DSCR program. Please see the Foreign National section for

additional information.

Documentation Requirements

o \Visa:
= |fexpiration is within six months of the loan application and the borrower has not changed
employers, a copy of the employer’s letter of sponsorship for visa renewal must be provided.
= [f Visa has expired at closing (date the note is signed), a filed USCIS Form |-797 is required.
= Forresidents of Canada or Mexico, H1-B status stamped on an unexpired passport is
acceptable.
o EAD Card:

= |f expiration is within six months of the application, the borrower must show evidence that
they have applied for an extension or provide a letter from the employer indicating they will
continue to sponsor their employment.

= The EAD Card must be unexpired at closing (date the Note is signed).
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Non-permanent resident borrowers must document legal residency status by meeting the documentation
requirements below. Borrowers who cannot meet the requirements below are not eligible.

VISA ELIGIBILITY MATRIX ‘

Professional
Workers Visa

Visa Documentation
Visa Cat Brief Descripti . EAD Cod
isa Category Type rief Description e ode
E-1 Treaty trader - employee, spouse, and/or child Visa and EAD Cc0o2
Trade Treaty E-2 Treaty investor - employee, spouse, and/or child
Work Visa E-3 Specialty occupation Visa
ELE2 | Spouse of E-1, E-2 or E-3 Visaand EAD | A17/C12
or £3p | P ’
H-1B | Specialty Occupation
H-1B1 | Specialty Occupation
Temporary H-1B2 | Specialty Occupation - U.S. Department of Defense
Employment Visa H-1B3 | Fashion model of distinguished merit and ability
Visa
H-1C | Registered nurse - U.S. Department of Labor
H-4 Spouse or child of H-1B Visa and EAD C26
Media Work Visa I Foreign media outlet (press, radio, film, or other) Visa
Non i i t , . .
Vis:r:‘:)TI:?aIi:aér(‘e) K-1 Fiancé(e) - purpose of marriage Visa and EAD AO6
I\!ommmlgrant K-3 Spouse of a U.S. citizen Visa and EAD A09
Visa for Spouse
L-1A Intracompany transfer - managerial or executive
Visa
Temporary P
Employment Visa L-1B Intracompany transfer - specialized knowledge
L-2 Spouse or child of L-1A or L-1B Visa and EAD Al18
O-1A/B Extraor‘dmary ab|I|tY in analysis, business,
education, entertainment
Temporary Visa
Employment Visa 0-2 Assistantto O-1
P-1A | Internationally recognized athlete
NAFTA
TN Professional under NAFTA Visa

10
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Spouse of a Legal Permanent Resident (LPR) who
is the principal beneficiary of a family-based
V-1 petition (Form 1-130) which was filed prior to
December 21, 2000, and has been pending for at

. least three years.
Spouse / Child of

Permanent Child of a Lawful Permanent Resident (LPR) who is Visa and EAD Al15
Resident Alien the principal beneficiary of a family-based visa
V-2 petition (Form |-130) that was filed prior to
December 21, 2000, and has been pending for at
least three years.

V-3 The derivative child of a V-1 or V-2.

EAD ELIGIBILITY MATRIX

The EAD categories shown below are eligible categories. Other EAD categories are not eligible. Borrower’s holding
the EADs noted below are eligible without a Visa.

EAD Code EAD Code Definition

Cc09 Adjustment of status applicant

« Nicaraguan Adjustment and Central American Relief Act (NACARA) section 203 applicants Applicant for
C10 suspension of deportation

« Applicant for cancellation of removal

C24 LIFE legalization applicant

c31 « Principal beneficiary of an approved VAWA self-petition
« Qualified child of a beneficiary of an approved VAWA self-petition

C33 Deferred Action for Childhood Arrivals

3.2 Ineligible Borrowers

e Foreign Nationals
e All Persons with Diplomatic Immunity, as defined by the U.S. Citizenship and Immigration Services

e Persons sanctioned by OFAC or from OFAC sanctioned countries: https://ofac.treasury.gov/sanctions-

programs-and-country-information

e Seller Employee Loans

e Trusts of any kind cannot be the borrower but may hold title
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e 501(c)(3) Organizations

e LLCs, Corporations or Partnerships

e LLCs whose members include other LLCs, Corporations, Partnerships, or Trusts
e LLCs where a Power of Attorney is used

e Businesses or persons whose income derives from the cannabis industry. Self-employed income (active
or passive) derived from a company involved in cultivation, transportation, retailing, etc. is not allowed
regardless of percentage of company ownership. Income from borrowers who are paid W-2 is allowed.

Note: Business entities of any kind cannot be the borrower but may hold title

3.3 Borrower Types

Borrower Types Description ‘

Primary The occupying borrower who earns the greater of the qualifying income.

Any borrower (other than the Primary) who is jointly responsible for repayment of the

Co-Borrower . ) )
loan with the Primary Borrower. All Co-Borrowers must be on title.

Anindividual who:

(i) is purchasing the security property

First-Time
Homebuyer (i) will reside (owner-occupied) in the security property as a principal residence;
(FTHB) and

(iii) had no ownership interest (sole or joint) in a residential property during the three-
year period preceding the date of the purchase of the security property

Any individual residing in the security property who is not considered during the loan
qualifying process. A Non-Borrowing Occupant on title will be required to execute
Occupant applicable documents to create a valid lien.

Non-Borrowing

Anindividual who:

(i) May or may not have any ownership interest in the property as indicated
on title.

(ii) Signs the mortgage or deed of trust note.

(iii) Has joint liability for the note along with the Primary Borrower.

Non-Occupant

(iv) Does not have a vested interest in the property sales transaction, i.e. is not a seller
Co- borrower

of the property, is not an existing tenant, is not the builder or the real estate broker.
(“Co- signer”) ; ; ;
g (Will NOT require occupant ratios)

Note (a): A family relationship is not required provided the transaction is considered an
arm’s length transaction.

Note (b): The continuity of obligation requirement on a refinance transaction is
considered met if one of the current owners is on the loan application.

12
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3.4 Eligible Occupancy

Borrower Types Description

A Primary Residence is a property that the borrower will occupy or currently
occupies as their primary residence. If there are multiple borrowers only one

Primary Residence needs to occupy the property and take title. FTHBs are allowed.

(See FNMA Guides for Primary Residence)

A Second Home is a property that is located a reasonable distance from the
borrower’s primary residence and is occupied by the borrower for some
portion of the year. The property must be suitable for year-round occupancy
and cannot be used as a rental property. FTHBs are allowed. Second homes
Second Home are limited to the following:

e One Dwelling Unit

e Condominium

e PUD

e Townhouse

An Investment Property is defined as a 1 to 4-unit residential property that
the borrower (nor any relative of the borrower) does not occupy.
Requirements:

e First Time Investors are allowed with verified 12-month housing payment
history.

® Asigned Business Purpose & Occupancy Affidavit is required on all
investment property transactions that are closing as Business Purpose. The
broker/originator must provide a personal use occupancy certification if
loan is not closing as a business purpose transaction.

Investment Property

e Allinvestment properties that are vested in the name of an entity (e.g. LLC,
Partnership, S-Corp) require a signed Business Purpose and Occupancy
Affidavit

3.5 Eligible Transactions
3.5.1 Purchase Money

Purchase money mortgages are mortgage transactions in which the loan proceeds are used to purchase the
subject property. This is evidenced by a sales or purchase agreement that has been executed by the applicant
(buyer who is a party to the transaction) and the seller. Additional requirements:

e  First-time Home Buyers (FTHB)- FTHB are allowed- must be primary residence or second home or meet

13
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the First Time Investor guidelines for the program.

e Non-Arm’s Length Transaction (NAL)- A Non-Arm’s Length transaction is a transaction between family
members, co-workers, friends, or anyone associated with the transaction such as the listing agent,
mortgage lender or broker. The following are required if the purchase of the subject property is a non-
arm’s length transaction:

o Primary Residence: The property must be the borrower’s primary residence. NAL transactions on
second homes and Investment properties are ineligible.

o Gift of Equity is eligible: a Gift of Equity occurs when equity in a property is gifted from the owner
to the borrower when the borrower and owner are related. See Gift Fund section for additional
guidance on gift funds.

o Examples of Non-Arm’s Length Transactions:

= Relatives: defined by blood, marriage, adoption, or legal guardianship. The transactions
between parents, siblings, grandparents, aunt, uncle, cousin, step- child or spouse is
considered Non-Arm’s Length.

=  Employee/Employer
= landlord/Tenant
= Home Builders
= Real Estate Brokers/Agents
=  Third-Party Service Providers
=  Seller Employees
=  Owner Financed
e Delayed 1031 Exchanges are allowed only for down payment and cash to close

e HELOCs and 2" liens not permitted

3.5.2 Rate/Term Refinance

A Rate/Term Refinance transaction is when the new loan amount is limited to the payoff of the present first lien
mortgage, any seasoned non-first lien mortgages, closing costs and prepays, or buying out a co-owner/partner
pursuant to an agreement. A seasoned non-first lien mortgage is a purchase money mortgage or a closed end or
HELOC mortgage that has been in place for more than 12 months (with no draws greater than $2,000 in the past
12 months). Withdrawal activity must be documented with a transaction history from the HELOC account.

e At least one borrower on the new loan must be an owner (on title) of the subject property at the time of
loan application. Exceptions are allowed in the following cases:
o The borrower acquired the property through an inheritance or was legally awarded the property

14
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(e.g. divorce, separation, dissolution of domestic partnership).
o The property was previously owned by an inter vivos revocable trust and the borrower is the
primary beneficiary of the trust.

Cash-out Limit - Cash-out to the borrower limited to the greater of $2,000 or 1% of the loan amount.

Use current appraised value for LTV calculation purposes.

e Sale Restriction - Property must be removed from listing for at least one month prior to application and
LTV will be based on the lesser of the list price or appraised value when listed within the last three
months of the application date.

The new Rate/Term Refinance Loan amount is defined and limited by the following:

Rate / Term Refinance Transaction

Current first lien mortgage payoff amount

+ | Anyseasoned non-first lien mortgage payoff amounts on the subject property

+ | Closing costs (must be reasonable and within market standards)

+ | Prepayment fees

+ | Courtordered buyout settlement (if applicable)

= New Loan Amount

3.5.3 Cash-out Refinance Transactions

A Cash-out Refinance Transaction occurs when an existing mortgage lien is paid-off with the proceeds of a new
first mortgage and the excess proceeds are distributed to the borrower. A Cash-out Refinance Transaction also
occurs when a borrower obtains a mortgage for a property that is currently owned free and clear and the
proceeds from the new loan are distributed to the borrower. All excess proceeds eligible for distribution to the
borrower are net of customary fees, prepayment fees and other related closing costs. Additional requirements
are:

At least one borrower on the new loan must be an owner (on title) of the subject property at the time of
loan application. If the subject property is owned for less than six months (Note to Note), a 5%
reduction to max LTV is required and the LTV/CLTV will be based on the lesser of the original purchase
price plus improvements or current appraised value. Proof of improvements is required, and the
purchase price must be documented by the final Closing Disclosure (CD) from the property purchase.

No waiting period is required if the borrower acquired the property through an inheritance or was legally
awarded the property through a divorce, separation, or dissolution of a domestic partnership. LTV/CLTV
is based on current appraised value.

Sale Restriction - Property must be removed from listing for at least one month prior to application. For
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properties that have been listed by the current owner within the last six months, the LTV will be based
on the lesser of the list price or appraised value.

e (Cash back as it relates to the maximum limits is defined as “cash in hand” to the borrower. Net proceeds
from a cash-out transaction may be used to meet reserve requirements. Maximum cash out is unlimited
for LTV £ 65%. For LTV > 65%, maximum cash out is $1,000,000.

e Delayed Financing - Borrowers who have purchased a subject property within the last six months

preceding the disbursement date of the new mortgage are eligible to receive cash back with the loan being
priced and treated as a Cash Out Refinance if the following requirements are met (See FNMA Guides for
additional information):

o The original purchase must have been an Arm’s Length Transaction.

o The original purchase transaction is documented by the Settlement Statement which confirms that
no mortgage financing was used to obtain the subject property.

o The preliminary title report must confirm that there are no existing liens on the subject property.

o The new loan amount can be no more than the actual documented amount of the borrower’s initial
investment in purchasing the property plus the financing costs, prepaid fees, and points on the new
mortgage loan (subject to maximum LTV and CLTV ratios for cash-out transactions based on the
current appraised)

o Ifthe source of funds used to acquire the property was an unsecured loan or a loan secured by an
asset other than the subject property (such as a HELOC secured by another property), then all cash-
out proceeds are to be used to pay-off or pay-down the loan used to purchase the property.

=  Settlement Statement for the refinance transaction must reflect the above

= Any payments on the balance remaining from the original loan must be included in the
DSCR/DTI ratio calculation for the refinance transaction.

= Funds received as gifts and used to purchase the property may not be reimbursed with
proceeds of the new mortgage loan.

=  Source of funds must be documented. Examples of proper documentation include bank
statements, personal loan documents, 401 (k) withdrawal statements, or evidence of a HELOC
on another property.

3.5.4 CEMA Loans

Consolidation, Extension, and Modification Agreement (CEMA) loans are available for New York refinance loans
only. FundLoans does not accept Lost Note Affidavits for any loan types.

3.5.5 Texas Home Equity Loans 50(a)(6)

Allowable based on FNMA Guides B5-4.1 must adhere to Article XVI, Section 50(a)(6) statue.

NOTE: Primary Residences only. Interest Only is prohibited on a Texas Section 50(a)(6) Equity Cash Out loan.
Loans must be fully amortized.
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3.6 Ineligible Transactions

Assumable loans
Construction to permanent transactions
Loans with Temporary Buydowns

Builder Bailout Loans

Conversion Loans

Lease Options/Rent-to-Own

Land Contracts

Assignments of the contract to another buyer

Graduated Payment Mortgage Loans

Ground leases

Buydown Mortgage Loans

Pledged Asset Loans

Convertible Mortgage Loans (i.e. allows an ARM to convert to a Fixed Rate Mortgage)

Periodic Payment Loans - must have periodic payments due and loans cannot have more than three
monthly payments paid in advance from the proceeds of the mortgage loan

Payoff of a loan with equity sharing features
Loans with a negative amortization feature

Simple interest loans

4.0 Credit

4.1 Analysis of Credit

Data found in credit reports provide pertinent information about an applicant’s credit history and borrowing

habits. Applicant information sourced from places such as a Residential Mortgage Credit Report (RMCR) or

public records can help to build an applicant’s credit profile and to meet FundLoans eligibility requirements described

in this section.

4.2 General Requirements

Underwriting must document that the borrower does not qualify for a GSE loan or has chosen a non-GSE loan

program. Additionally, underwriting is required to include a copy of the final loan approval or equivalent i.e.

customer commitment letter, 1008 and/or Lender approval.

The credit report should provide merged credit data from the three major credit repositories:

Experian, TransUnion, and Equifax. Either a three-bureau merged report, or a Residential

Mortgage Credit Report is required.
17
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e Aging - The credit report should be dated within 120 days prior to the Note date.

e Debt Monitoring - An Undisclosed Debt Notification (UDN) is required within 10 days prior to
closing date. Verification of monitoring documents needs to clearly show date issued, created
or printed within 10 days of the closing date showing active monitoring. We will also accept a
credit refresh/gap report within a 10-day window. Debt monitoring is not required on DSCR
loans.

e Evaluation - In ge