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Access & Edge Alt Income

The following update is effective for loans registered on or after February 6, 2026.

Access & Edge Alt Income

Topic Previous Guideline New Guideline

This option uses a fixed expense ratio to determine qualifying income. Regardless
of the Fixed Expense Ratio Chart, Arc reserves the right to request additional
documentation to validate the expense ratio. Determine income as follows:

This option uses a fixed expense ratio to determine
qualifying income. Regardless of the Fixed Expense Ratio
Chart, Arc reserves the right to request additional
documentation to validate the expense ratio. Determine

1. Determine the Average Allowable Monthly Deposits:
income as follows:

1. Determine the Average Allowable Monthly Deposits:

Total Deposits — Disallowed DeDosiﬂ
12 or 24 months

Total Deposits - Disallowed Deposiﬂ
12 or 24 months

2. Determine the Business Net Income:
Average Allowable Monthly Deposits x (100% - Expense Ratio)

Bank Statement 2. Determine the Business Net Income = The Expense Ratio is determined by one of the two methods below:
Loans: Multlply the Average Monthly Qualifying Income by a) A fixed 50% Expense Ratio
Fixed Expense (100% - the Fixed Expense Ratio) (from table below): b) Use the Fixed Expense Ratio from the table below based
rixed expense . .
Number of -
Cal—lr::(l:ﬁ:‘.ieon Employees/ 0 110 10+ Fixed Expense Ratio
>allligqtion Contractors
Number of 0 1-10 10+
Service Business 20% 40% 60% Employees/ - -
Contractors
Capital Intensive 30% 50% 70% . . 20% 10% 60%
Business Service Business
Capital Intensive 30% 50% 70%
Business
3. Determine the Borrower’s Monthly Qualifying

Income = Multiply the Business Net Income by the

3. Determine the Borrower’s Monthly Qualifying Income = Multiply the
Borrower’s Percentage Ownership of the Business.

Business Net Income by the Borrower’s Percentage Ownership of the
Business.

Added clarification that Arc Home will use the most specific calculation
method based on information provided by the applicant/company.
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Access Alt Income
The following updates are effective for loans registered on or after February 6, 2026.
Access Alt Income
Topic Previous Guideline New Guideline
Donk-Su:fltuent Iiunds (stFS) ml'll.sft .be r(ter\:lewsd on the Non-Sufficient Funds (NSFs) must be reviewed on the bank statements
Na:snF/()s a Zmi,? > udsef‘ ";j quatl yfl.ng .el . oJ:.rtO\J/cv.er. used in qualifying the borrower. NSF/Overdraft is defined as a financial
tyer ra thl(j N |Ine h'az a |n|in<.:lath|ns i 'O': institution accepting a withdrawal which results in the account going
ac;ep.lr:cg ?hW' r?_wa Wd |cf rgsuhs n d € acchoun into the negative and afeeis charged, or when a check/ACH is presented
gﬁmi}lgH e nega |vte an : ee lstcbarge ’OrdV\é etnha but cannot be covered by the balance in the account “bounced check”
chec -1 1S presente « utcanno ec:)vere y the and afee is charged. NSFs are allowed with the following restrictions:
balance in the account “bounced check” and a fee is
chatrgef!. NSFS are allowed with the following o Ifthere are one (1) or more occurrences in the most recent three-
restrictions: . month time period, up to three (3) occurrences are allowed in the
o Ifthere are one (1) or more occurrences in the most most recent 12-month time period.
recent three-monltlh t'ms.pe';:Od’ up to three1(23) o ForEdgeloans,if there are zero (0) occurrences in the most recent
Bank Statement occu:r:etpces are ad owed In the most recent 12- three-month time period, up to five (5) occurrences in the most
L - month time period. . recent 12-month time period are acceptable.
w © chl;there aretaetr_o (0) occu drrenies%_ln thse most recent o For Access loans, if there are zero (0) occurrences in the most
Maximum NSF ree-montn 'The perlot »up c; 1I\éE( ) thti recent three-month time period, up to six (6) occurrences in the
Occurrences occyrgences In te l;rllos recent 1z-month time most recent 12-month period are acceptable.
beriod are acceptavie. o AlINSFsinthe most recent 12 months must be explained with an LOE
o AIINSFsinthe most recent 12 months must be from the borrower
Sxpialnte(zljvgth a dn Lf?E frc;m tfleh b(;rrower h o Protected Overdrafts, where the borrower has sweep protection
© rotecte ¢ vte.r r? S W e;ﬁ € orro;/ver ahs from another account or where the financial institution allows the
1s:hwe1§p bro eic |c;pt rtc‘>m arl1|o eiﬁccoun OE tW ere account to go negative and does not charge afee are NOT included
€ financial Institution allows the account to go in the NSF count. Validation that the sweep account belongs to the
negative and does not charge afee are NOT borrower is not required
!\]/\(;(I;:ade:clcr:)tjhni E;Egog ?ct) t\r/mzhggtrlglvt:fitst:st o Reversed/refunded NSFs are NOT included in the NSF count.
requi?ed & o Multiple NSF’s and/or Overdrafts that occur on the same day will
o Reversed/refunded NSFs are NOT included in the count as one occurrence
NSF count.
o Multiple NSF’s and/or Overdrafts that occur on the

same day will count as one occurrence
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1099- Only
Option

Borrowers who are independent contractors,
freelancers, or otherwise self-employed in the “gig
economy” may qualify with 1099 statements in lieu of
tax returns, to support their income. 1099 statements
must be in the borrower’s name. Borrowers must be in
the same line of work for 2 years. Verbal verification of
employment guidelines apply. Refer to the Arc
Underwriting Guide.

Borrowers who are independent contractors, freelancers, or otherwise self-
employed in the “gig economy” may qualify with 1099 statements in lieu of
tax returns, to support their income. 1099 statements must be in the
borrower’s name, or in the name of an LLC, owned 100% by the Borrower.
Borrowers must be in the same line of work for 2 years. Verbal verification
of employment guidelines apply. Refer to the Arc Underwriting Guide.

Arc Home will utilize a maximum of 90% Profit

Margin.

Borrowers who identify a smaller profit margin must be
qualified with the smaller profit margin

Arc Home will utilize a maximum of 90% Profit Margm
Borrowers who identify a smaller higher profit margin must

the—smalier—pmﬁt—ma#gm provide a letter from a CPA, verifying the hlgher
profit margin.

4506-C for
CPAP&L

CPA Prepared P&L - Income Verification: A signed
4506-C must be obtained during the loan process or
at closing.

When an additional W-2 is used: A signed 4506-C is

required. Transcripts are not required.

ification: Asi
GII Al lelpal rec &IL | thcome ueulleatleln . “5"g“ed S06-Craustbe

When an additional W-2 income is used: A signed 4506-C is required.
Transcripts are not required.
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F|rstT|mg Homebuyers (FTHB): First Time Homebuyers (FTHB):
« Miné80FICO «  Min680FICO
e LTV/CLTV >80%: Max 45% DTI . o%: Max 45% DT
First-Time « LTV/CLTV<80%: Max 50% DTI : LI I' :'z’zG;F I' v 8E 9; O"/’;; Y=
TN ¢ Note: Borrower(s) who have 24 months - : .
Homebuyer +—Note:Borrower{s)who have 24-monthsrentalhistory

Requirements

rental history documented per the Arc
Underwriting Guide are NOT subject to
FTHB FICO and DTl restrictions. FTHB not
allowed on Asset Utilization and Asset
Qualifier.

| | he Arc Und tine Guid NOT subi
: Utilizati L Qualifier.

Reserve
Requirements

Reserve requirements are based on the PITIA of the

subject property:

Loan Amount < $1 MM:

o LTV <70%: 3 monthsreserves

o LTV >70%: 6 months reserves

Loan Amount > $1MM-$2MM: 9 months
reserves

Loan Amount > $2MM: 12 months reserves
2months of PITIA is required for each additional
financed property

Cash out proceeds may be used to satisfy reserve
requirements regardless of LTV/CLTV

Reserve requirements do not apply when the
Asset Qualifier income type is being used to
qualify the borrower.

Reserve requirements are based on the PITIA of the subject property:
o loanAmount<$1 MM:
o— LV <70%: 3 monthsreserves
+—LoanAmount>$1MM-$2MM: 9 months reserves
o LoanAmount>$2MM: 12 months reserves
Loan Amount < $1MM: 3 months
Loan Amount > $1MM < $1.5MM: 6 months reserves
Loan Amount > $1.5MM < $2MM: 9 months reserves
Loan Amount > $2MM: 12 months
2 months of PITIA is required for each additional financed property
Cash out proceeds may be used to satisfy reserve requirements
regardless of LTV/CLTV
e Reserverequirements do not apply when the Asset Qualifier
income type is being used to qualify the borrower.
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Non-QM Underwriting Guide

The following updates are effective for loans registered on or after February 6, 2026.

Non-QM Underwriting Guide

Topic

Previous Guideline

New Guideline

ADU Income

Silent

Rental income from an Accessory Dwelling Unit (ADU) is permitted

when:

e the subject property is a 1-unit principal residence with an existing

ADU

e rental income is from the ADU only (except for DSCR)
e the ADU income cannot exceed 30% of the total qualifying income
e Permitted transactions are Purchase and Rate/Term Refinance

Escrow Waivers

Flood insurance must always be escrowed. Escrow
funds/impound accounts may be waived for taxes
and hazard insurance on non HPML transaction loans
if all of the following requirements are met:

e The Representative credit score is > 700 and

¢ At least twelve months reserves (cash out proceeds
allowed) are documented and

e The LTV/CLTV of the loan does not exceed 80%; In
California, LTV cannot exceed 90%

Flood insurance must always be escrowed. Escrow funds/impound
accounts may be waived for taxes and hazard insurance on non
HPML transaction loans if allef the following requirements are met:

e Forall Access loans:

o The Representative credit scoreis > 700 and

o Atleasttwelve monthsreserves{cashoutproceedsallowed)
are-documentedand

o FhelPV/CLTV oftheloandoesnotexceed80%;in For
Access loans in California, the LTV may not exceed 20%

e Forall Edge loans:

o Therepresentative credit scoreis > 700

o TheLTV may not exceed 80%

o Atleast twelve months’ reserves (cash-out proceeds
allowed) are documented
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Non- Investor Concentration: Investor Concentration:

Warrantable
Condos: Investor
Concentration

For investment property transactions in established
projects at least 25% of the total units in the project
must be conveyed to primary residence or second
home purchasers. (Warrantable limit: 50%)

2504 of ¢} II ; ',I . II fect
i -100% of the units may be
conveyed to investment property owners. (Warrantable limit: 50%)
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