GLA February 2026 Meeting Video Link
https://youtu.be/otvtLUBCuBA

Please see documents on 2" page that Prosperity Home Mortgage handed out at the
meeting.
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To calculate the Debt-Service Coverage Ratio (DSCR), divide a company's or
property’s annual net operating income (NOI) or EBITDA by its total annual debt
service (principal + interest payments). The formula is DSCR = Net Operating Income
/ Total Debt Service. A ratio of 1.0x means net income equals debt payments, while

>1.25x is typically considered healthy. ¢

The DSCR Formula

Net Operating Income (NOI) or EBITDA

DSCR = Total Annual Debt Service

Steps to Calculate DSCR

1. Determine Net Operating Income (NOI): Calculate the property's annual income
after operating expenses, often using EBITDA (Earnings Before Interest, Taxes,
Depreciation, and Amortization) for businesses.

2. Calculate Total Debt Service: Sum all annual debt payments, including principal
and interest on loans, and sometimes lease payments.

3. Divide NOI by Debt Service: Divide the figure from step 1 by the figure from step 2.
4. Interpret the Result:
+ DSCR > 1: The entity generates sufficient income to pay its debts.

* DSCR < 1: The entity has negative cash flow and cannot cover debt payments
without outside funds. ¢



Examples

« Commercial Real Estate: A property has an annual NOI of $100, 000 and annual
debt payments of $80, 000.

o Calculation: $100, 000/$80, 000 = 1.25x DSCR.

« Small Business: A business has an annual EBITDA of $200, 000 and total debt
payments of $150, 000.

o Calculation: $200, 000/$150,000 = 1.33x DSCR. 2

Key Components

+ Net Operating Income (NOI): Total income minus operating expenses (excluding
taxes and interest).

« Debt Service: The cash required to cover the repayment of interest and principal on
a debt for a particular period.

» EBITDA: Used frequently for business loans to measure cash available for debt
repayment. @



INVESTMENT PROPERTY
Transaction Type | Min. FICO LTV123 Maximum Loan Amount Max DTI

75/75% $3,000,000
720 80/80% $2,500,000
85/85% $1,500,000
70/70% . $3,000,000
700 80/80% $2,500,000
Purchase and 85/85% $1,500,000
Rate/Term 70/70% $3,000,000
Refinance 680 75/75% $2,500,000
80/80% $2,000,000
660 70/70% $2,000,000

80/80% $1,500,000 50%
640 75/75% $1,500,000
620 70/70% $1,500,000
720 65/65% $3,000,000
75/75% $2,500,000
700 65/65% $3,000,000
Cash-Out 70/70% $2,500,000
680 65/65% $3,000,000
70/70% $2,000,000
660 65/65% $2,000,000
75/75% $1,500,000
620 65/65% $1,500,000

1 Max 85% LTV 2-4 Unit Properties for Purchase and Rate/Term; 75% LTV for Cash-Out Refinance

2 Refer to Non-Warrantable Condos and Condotels sections for LTV

35% LTV reduction if appraisal indicates declining market for loan amounts up to $2.5M. 10% LTV reduction for
loan amounts >$2.5M



Reserve
Requirements

Full Doc - Requirements

Loan amount up to $1.5 MM

3 months PITIA

Loan amount above $1.5 MM and up
to S2MM

6 months PITIA

Loan amount above $2MM and up to
S3MM

12 months PITIA

Other real estate owned

2 month of each property’s PITIA

First Time Homebuyer

Minimum 6 months’ PITIA

Second Home >80 LTV

Additional 3 months’ PITIA

Bank Statement

- Requirements

Loan amount up to $1.5 MM

3 months PITIA

Loan amount above $1.5 MM up to
S2MM

6 months PITIA

Loan amount above S2MM up to

12 months PITIA

S3IMM

Other real estate owned 2 month of each property’s PITIA
FTHB Minimum 6 months’ PITIA

1-2 years SE Additional 6 months’ PITIA

Second Home >80 LTV

Additional 3 months’ PITIA

1099 Only - Requirements

Loan amount up to $1.5 MM

3 months PITIA

Loan amount above $1.5 MM and 9 months PITIA

up to $2MM

Loan amount above $2MM and up to | 12 months PITIA

S3MM

Other real estate owned 2 month of each property’s PITIA
FTHB Minimum 6 months PITIA

Second Home >80 LTV

Additional 3 months’ PITIA
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