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What we will cover
– COVID-19  Updates

– What are the Required Funds

– Earnest Money

– Different Down payment sources

– Reserves

– Large Deposits

– Multiple Financed Properties

– General Documentation Requirements

– Genworth website

Agenda
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Only Conventional Loans Are Covered In Today’s Session;  High Refinance 

Loans Are NOT Covered In Today’s Session



Lender Letter 2020-03
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Updates to Fannie Mae Policy:

https://singlefamily.fanniemae.com/media/22316/display

https://singlefamily.fanniemae.com/media/22316/display
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Effective for applications taken April 14 through May 17,2020

– Age of Documents

• For most income and asset documents age requirements is reduced from four 

months to two months or 60 days from the note date.  If an asset statement is 

issued quarterly, lenders must obtain the most recently quarterly statement. 

• CTP Single Close transactions require income and asset documentation to be 

dated within 60 days of the original closing

– Market-based assets

• When using stocks, stock options or mutual funds for down payment or closing costs, 

evidence of the borrower’s actual receipt of funds from the sale or liquidation must be 

documented in all cases

• When used for reserves, only 70% of the value of the asset must be considered

Lender Letter 2020-03



Bulletin 2020-8
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Guidance Related to Covid-19

https://guide.freddiemac.com/app/guide/bulletin/2020-8

https://guide.freddiemac.com/app/guide/bulletin/2020-8


Bulletin 2020-8
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The temporary credit underwriting requirements below are effective for Mortgages with 

Application Received Dates on or after April 14, 2020, and remain in place for Mortgages with 

Application Received Dates on or before May 17, 2020; however, Sellers are encouraged to 

apply these updates to existing loans in process. 

Credit Underwriting:

– All Income and Asset documentation must be dated no more than 60 days 

prior to the Note Date, except 

• If an asset account is reported on a quarterly basis, the most recent quarterly statement 

must be obtained.

• Electronic income verifications obtained from 3rd party verification service provider must 

have information from the electronic data base dated no more than 60 days prior to the 

Note Date

– Stocks, Stock Options and Mutual Funds: Evidence of liquidation, including 

Borrower receipt of funds, is required when any of these funds are being used for Down 

Payment and/or Closing Costs. No more than 70% of the balance in these accounts may 

be used to meet the reserve requirements (see Guide Section 5501.2)
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Purchase Price (or refinance of all debt to be paid off)

- Earnest Money Deposit (only if verified)

- Other Financing (if applicable)

- Loan Amount Applied for

+ Closing Costs

+ Prepaids and escrows 

+ Judgments, collections, garnishments and debt to be 

brought current, paid down or off prior to/or at closing.

+ Required Reserves

_______________________

=  Total Required Funds

What Are The Required Funds

Some Required Amounts Are NOT Included In Your AUS Results; Lenders 

Must Verify Required Funds Regardless Of What  AUS Results Say



Review Purchase Agreement for Amounts Paid
– What is the source of the Earnest Money or “Deposit”?

– Do you have a copy of the check? 

– Is it from an account you have verified?

– Is it cancelled or cleared?

– Did the borrower explain it was a gift?  If so, gift documentation applies.

– Does the check amount match the contract amount?

– Were additional deposits paid?

– Do these amounts match what the title company or escrow agent has?

Earnest Money Verification
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Down Payment Source

Review the Financial Information Section
– What is the indicated source(s) of down payment?  

– Are those sources properly documented in your file?

– If you are originating, indicate to the Underwriter what funds will be used!
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Down Payment Source

Establish assets were not borrowed from an unacceptable source
– Such as a cash advance on a credit card or cash on hand*

– Gift from a friend

– Unsecured personal loan

Document that the borrower has the minimum contribution needed for 

the transaction
– Certain loan programs may require a minimum contribution from borrower’s own funds 

(Such as a second home or 2-4 unit property with LTV > 80%)

– Don’t rely on your AUS to always tell you

Selling an asset for the down payment - Proper Paper Trail
– Establish the borrower had ownership of the asset

– Verify fair market value for that asset

– Document proof of transfer and deposit of sale proceeds

*HomeReady™ Allows For Cash On Hand When Certain Conditions Are Met

Asset and Reserves 9



Fannie Mae
Desktop Underwriter® Asset and Reserve Requirements 
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Minimum Borrower Contribution
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1. If the borrower receives a gift from a relative or domestic partner who has lived with the borrower for the last 12 months, or from a 

fiancé or fiancée, the gift is considered the borrower’s own funds and may be used to satisfy the minimum borrower contribution 

requirement, as long as both individuals will use the home being purchased as their principal residence. 

Asset and Reserves

https://selling-guide.fanniemae.com/

The following table describes the minimum borrower contribution 

requirements for transactions that contain gifts.

https://selling-guide.fanniemae.com/


The Use of Gift Funds
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A borrower of a mortgage loan secured by a principal residence or 

second home may use funds received as a personal gift from an 

acceptable donor.

Gift funds may fund all or part of the down payment, closing costs, or 

financial reserves, subject to the minimum borrower contribution 

requirements. 

Gifts are not allowed on an investment property. 

Asset and Reserves

Fannie Mae Selling Guide B3-4.3-04: Personal Gifts (09/29/2015)

https://www.fanniemae.com/content/guide/selling/b3/4.3/04.html

https://www.fanniemae.com/content/guide/selling/b3/4.3/04.html


Gift Funds - Acceptable Donor
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A gift can be provided by:

– a relative, defined as the borrower’s spouse, child, or other dependent, or by any 

other individual who is related to the borrower by blood, marriage, adoption, or 

legal guardianship; or 

– a fiancé, fiancée, or domestic partner.

The donor may not be, or have any affiliation with, the builder, the 

developer, the real estate agent, or any other interested party to the 

transaction. 

Asset and Reserves



Gift Funds - Documentation Requirement
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Gifts must be evidenced by a letter signed by the donor, called a gift 

letter. The gift letter must: 

– specify the dollar amount of the gift;

– specify the date the funds were transferred;

– include the donor’s statement that no repayment is expected; and

– indicate the donor’s name, address, telephone number, and relationship to the 

borrower.

When a gift from a relative or domestic partner is being pooled with 

the borrower’s funds to make up the required minimum cash down 

payment, the following items must also be included: 

– A certification from the donor stating that he or she has lived with the borrower 

for the past 12 months and will continue to do so in the new residence. 

– Documents that demonstrate a history of borrower and donor shared residency. 

The donor’s address must be the same as the borrower’s address. Examples 

include but are not limited to a copy of a driver’s license, a bill, or a bank 

statement. 

Asset and Reserves



Gift Funds - Availability & Transfer of Funds

The lender must verify that sufficient funds to cover the gift are either 

in the donor’s account or have been transferred to the borrower’s 

account. Acceptable documentation includes the following: 

– a copy of the donor’s check and the borrower’s deposit slip, 

– a copy of the donor’s withdrawal slip and the borrower’s deposit slip, 

– a copy of the donor’s check to the closing agent, or

– a settlement statement showing receipt of the donor’s check 

– Funds transferred using a third-party money transfer application or service are 

acceptable only when the documentation included in the mortgage file 

evidences that the funds were transferred using the application or service 

directly from the donor’s bank account to the borrower’s bank account or the 

settlement or closing agent

When the funds are not transferred prior to settlement, the lender 

must document that the donor gave the closing agent the gift funds in 

the form of a certified check, a cashier’s check, or other official check 

with remitter as the donor. 

15Asset and Reserves



Verification Messages Broken out by Topic:

–Assets and Reserves

•Amount to verify, liquidation and documentation requirements

16Asset and Reserves

Sample DU Findings Report



Verification Messages Broken out by Topic:
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Sample DU Findings Report



•Types of Assets used for closing/reserves:

– Checking/Savings: Amount held in applicant’s account as of the most recent bank statement

– Stocks: Number of shares and current price or amount of evaluation as per Brokerage account 

balance

– Gift Deposited: Amount of Gift received from an acceptable donor (Exclude this amount from the 

account balances previously listed, list separately in your LOS)

– Gift Not yet Deposited: This amount should be equal to the verified assets from the acceptable 

donor and match the gift letter(s)

– Money Market Fund/Mutual Funds: Amount held in applicant’s account as of the most recent 

statement  

– Certificate of Deposits (CD): Amount held in applicant’s account as of the most recent statement

– Vested Interest in Retirement Funds: Includes certain pension, 401K and IRA accounts  

– Equity/Sale Proceeds from an Existing Home: The net proceeds that will be received prior to 

closing as evidenced by the Closing Disclosure

Asset Types

Asset and Reserves 18



•Types of Assets used for closing/reserves

– Trust Funds: Evidence of ownership, value and evidence of withdrawal

– Other Liquid Assets Cash Value of Life Insurance

– Savings Bonds:  Evidence of ownership and liquidation value

– Funds to be Saved: From payroll or Tax Refund if documented

– Sale of an Asset: Car, boat, stamp collection (evidence of ownership, fair 

market value and transfer of sale and proof of receipt of sale proceeds)

Review Specific Investor Credit Policy For More Specific Documentation 

And Liquidation Requirements

Asset Types

Asset and Reserves 19



Look for indication the account is an IRA or retirement account -

borrowers do not always tell you.
– Many investment accounts can be retirement accounts so carefully review for evidence of 

the account type

– Look for any loans taken out again the account as you must subtract those when 

determining available assets to enter into your loan system

– If used for reserves, verify account allows for “withdrawals” regardless of current 

employment status

– If less than 100% vested, you can use only the vested portion

IRA or Retirement Funds

Asset and Reserves 20



Proof Of Liquidation

Asset and Reserves 21

 When used for the down payment or closing costs, if the value

of the asset is at least 20% more than the amount of funds 

needed for the down payment and closing costs, no 

documentation of the borrower’s actual receipt of funds 

realized from the sale or liquidation is required. 

Applicable for loans submitted to DU and manually underwritten loans;  

Applies to
– Stocks, Bonds, Mutual funds and retirement accounts in the form of stocks, bonds and 

mutual funds.

Follow 

COVID-19 

Policies April 

14 to May 17



Proof Of Liquidation Example

Asset and Reserves 22

Applicable for loans submitted to DU® and manually underwritten 

loans;  Applies to
– Stocks, Bonds, Mutual funds and retirement accounts in the form of stocks, bonds and 

mutual funds.

Follow 

COVID-19 

Policies April 

14 to May 17



Pending Sale
Review purchase and sale agreement for existing home to determine 

estimated net proceeds; When will transaction close? 

Sales Price minus commissions, repairs, mortgage balances (from credit 

report).

23Asset and Reserves



Pending Sale
Review purchase and sale agreement for existing home to determine 

estimated net proceeds; When will transaction close? 

Sales Price minus commissions, repairs, mortgage balances (from credit 

report).

Will borrower net sufficient funds?  Will transaction close in time??

24Asset and Reserves



Pending Sale

Asset and Reserves 25

Property being sold
Your Borrower



Pending Sale
What did the seller (your 

borrower) net?

Is it sufficient for the transaction?

Are they using other sources of 

funds as well?

Do you see an existing mortgage 

paid off?

26Asset and Reserves

$50,000



•Reserves are defined as:

– Principal and Interest

– Hazard, flood and/or mortgage insurance premiums (as applicable)

– Real Estate Taxes

– Ground rent and/or special assessments

– Owner’s association dues or monthly coop corporation fees

– Any subordinate financing payments

Asset and Reserves 27

What Are Reserves?



Asset and Reserves

•Unacceptable sources of reserves

– Funds that are not vested

– Funds that cannot be withdrawn under circumstances other than the account owner’s 
retirement, employment termination, or death

– Stock held in an unlisted corporation

– Non-vested stock options and non-vested restricted stock

– Certain types of unsecured borrowed funds

– Interested party contributions or IPCs

– Proceeds from a cash-out refinance on the subject property

– Cash on hand

Asset and Reserves 28



Review The “Asset Section” Of The DU Findings Report For Additional Messages

29Asset and Reserves

Assets and Reserves

•Funds Section

– Summary of “Funds” section found on Underwriting Analysis Section

– Submit only assets to cover “required” to be verified or $16,613 in this example



Assets and Reserves

If reserves are required, document that the borrower has sufficient 

reserves from acceptable sources.
– Reserves are dependent on:

• Risk of the loan file and how many properties the borrower owns

• Property and occupancy type

• Product and underwriting Type

Always verify your applicant disclosed all assets as they can reduce
– Findings report will indicate if you must verify them

•General Levels of Documentation: 

– If using an AUS, follow the findings report or feedback for documentation requirements

– If manually underwriting, most recent two months asset statements are required

– Be sure to read how much you need to verify

– Assets documentation valid for four months for both existing and new construction*

– Borrowers may be required to provide proof of liquidation for certain non-liquid assets used 

for closing such as stock, bonds, cash value of life insurance or retirement accounts

Asset and Reserves 30

*April 14 to May 17 Covid-19 policies reduces asset documents to be valid for 60 days; quarterly statements must be the most recent



Large Deposits

Indications of Borrowed Funds…
– A large deposit and any deposit that is 50% or more of the total qualifying income being 

used to qualify

– If using the funds, lenders must obtain borrower’s written explanation and documentation 

of the source of large deposits that are reflected on bank statements

– If the source of a large deposit is readily identifiable on the account statement, such as 

direct deposits where the source of the deposit is printed on the statement, lenders do not 

need to obtain further explanation or documentation deposit is printed on the statement, 

but the lender still has questions as to whether the funds may have been borrowed, the 

lender should obtain additional documentation

– Lenders must investigate accounts opened within 90 days of the application date and 

account balances that are considerably greater than the average balance reflected on the 

Verification of Deposit Form 1006.

– Asset statements that are older than 45 days from application, lenders should request an 

updated statement

– Use of business assets is acceptable but lenders must perform a cash flow analysis to 

determine if any withdrawal will have a negative impact on the business and the borrowers 

must listed as an owner on the account

31Asset and Reserves



Additional Guidance on Large Deposits
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Additional Guidance on Large Deposits
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DU Version 10.0 reflects a simplified policy that applies to loans for 

borrowers with multiple financed properties. The policy requires fewer 

eligibility overlays and updated reserve requirements, which are 

automated by DU.
– A new field “Number of Financed Properties” added to additional data screen. It captures 

the number of 1-4 unit financed properties the borrower is personally obligated on.

– If that field is not completed, DU uses the number of properties in the REO Section that 

include a mortgage payment or are tagged to a mortgage in the liabilities section

– If neither of the Number of Financed Properties field or the REO section has been 

completed, DU uses the liabilities section to determine the number of financed properties

Borrowers with Multiple Financed Properties
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DU Issues A Message Informing The Lender What Number Was Used As The 

Number Of Financed Properties And Where That Information Was Obtained.



DU determines the reserves required for the other residential financed 

properties (excluding the borrower’s principal residence and the 

subject property). The reserve amount is determined by applying a 

specific percentage to the aggregate of the outstanding unpaid 

principal balance (UPB) for all *mortgages & HELOC’s disclosed on 

the application. The percentage is based on the number of financed 

properties.

Calculations of Reserves for Multiple 

Financed Properties 
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*If marked paid by close, omit or if associated with subject property, not included.



Borrowers with Multiple Financed Properties

36Asset and Reserves



Read The Findings Report for What Needs To Be Verified

Reserves 

Asset and Reserves 37



Freddie Mac
Loan Product Advisor® Asset and Reserve Requirements 
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Total Funds To Be Verified-Job Aid
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Types of Assets Eligible and Ineligible
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Assets Breakdown Page-YOUR LOS Has 

Something Similar

42Asset and Reserves



New Asset/Reserve Messages
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Minimum Borrower Contribution
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1. If the borrower receives a gift from a relative or domestic partner who has lived with the borrower for the last 12 months, or from a 

fiancé or fiancée, the gift is considered the borrower’s own funds and may be used to satisfy the minimum borrower contribution 

requirement, as long as both individuals will use the home being purchased as their principal residence. 

https://guide.freddiemac.com/app/guide/content/a_id/1000666

https://guide.freddiemac.com/app/guide/content/a_id/1000666


Documentation Matrix
– Updated April  2020

– Assists with processing and 

documenting loan files

– Be mindful of Product Overlays

Asset and Reserves 45

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf


Use to validate basic asset and reserve requirements

– Most recent matrix dated April 2020

46Asset and Reserves

Asset and Reserve Requirements

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf


Gifts
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Much more detailed information regarding gift funds

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf
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Asset Requirements

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf


Liquidation Requirements
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Asset Requirements

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf

Follow 

COVID-19 

Policies April 

14 to May 17

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf
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Asset Requirements- URLA
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Asset Requirements

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf

https://sf.freddiemac.com/content/_assets/resources/pdf/update/docmatrix.pdf


Reserve Policy Freddie Mac 5501.2 (b)
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https://guide.freddiemac.com/app/guide/content/a_id/1000665

https://guide.freddiemac.com/app/guide/content/a_id/1000665


General Assets and Reserves 
Asset Documentation Reminders, Best Practices, Genworth Website 

and Guidelines
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Originator must view the “Original” documents

– Asset statements provided by anyone other than the applicant are typically NOT 

acceptable.

– A bank generated print out can be acceptable but it must be signed and stamped 

by the institution/teller and meet a majority of the criteria on the next slide.

– Online statements may be acceptable if they meet investor guidelines.

Asset Documentation Requirements
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Fannie Mae Asset Documentation Requirements

Asset Documentation Requirements
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Freddie Mac Documentation Requirements

Asset Documentation Requirements VOD
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https://guide.freddiemac.com/app/guide/content/a_id/1000665

https://guide.freddiemac.com/app/guide/content/a_id/1000665


Freddie Mac Documentation Requirements

Asset Documentation Requirements Asset 

Statements 
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https://guide.freddiemac.com/app/guide/content/a_id/1000665

https://guide.freddiemac.com/app/guide/content/a_id/1000665


When reviewing bank statements look for the following:
– The bank statement: is the borrower’s name, account #, and address consistent with 1003?

– Verify statement includes an account number (it can be truncated but not blacked out)

– Are all large deposits explained and sourced?

– Review also for:

▪Regular payroll deposits should be verified against pay statements

▪Automatic loan payment withdrawals

▪ If a purchase transaction, review to see if the earnest money check has cleared

▪Alterations, cutting and pasting, white-out, deletions or cross-outs

▪ALL pages of the statement have been provided

▪Does the time period in the statement cover 30 days worth of transactions?

▪Are there overdrafts or insufficient funds?

Asset Documentation Requirements
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SEL Announcement 2017-04 



59Asset and Reserves



Asset Documentation- VOD
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Some Reminders:

– Enter each asset separately according to account type

– Verify you have all pages to the asset statement

– Do not double count earnest money

– Break out gift funds as a separate entry in your LOS

– Review for large deposits and remove any unsourced funds that are not needed

– Do you need one or two months statements?

– Do you have consecutive and most recent statements?

– Does transaction require reserves?  Don’t just rely on AUS results

– Additional funds needed to payoff a judgment, tax lien, pay down an account 

– Multiple Financed properties guidelines met? Fannie Mae guidelines are different 

than Freddie Mac

– Support bank statements with VOD or VOD with bank statements

– Be aware of COVID-19 policies as issues by Fannie Mae and Freddie Mac or 

your investor

Asset and Reserve Best Practices
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Top MI Decision Errors
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https://new.mi.genworth.com/underwriting-tips-and-credit-policy

https://new.mi.genworth.com/underwriting-tips-and-credit-policy


Genworth Underwriting Guidelines
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Genworth Rate Express®
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LOS Connections
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Training Tools and Information
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Training Tools and Information
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Additional MI Site Information
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➢ ActionCenter®: 800 444.5664

➢ Your Local Genworth 

Regional Underwriter

➢ Your Genworth Sales 

Representative

Your Genworth Resources
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Legal Disclaimer
 Genworth Mortgage Insurance is happy to provide you with these training materials. While we strive for

accuracy, we also know that any discussion of laws and their application to particular facts is subject to 

individual interpretation, change, and other uncertainties. Our training is not intended as legal advice, and is 

not a substitute for advice of counsel. You should always check with your own legal advisors for 

interpretations of legal and compliance principles applicable to your business. 

 ,GENWORTH EXPRESSLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS OR IMPLIED

INCLUDING WITHOUT LIMITATION WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A 

PARTICULAR PURPOSE, WITH RESPECT TO THESE MATERIALS AND THE RELATED TRAINING. IN 

NO EVENT SHALL GENWORTH BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE, OR 

CONSEQUENTIAL DAMAGES OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND 

THE MATERIALS.

Genworth Mortgage Insurance Offers A Comprehensive Suite Of Training 

Opportunities To Boost Your Know-How, Benefit Your Bottom Line, And Serve Your 

Borrowers Better. Visit mi.genworth.com To Learn More.

Collateral Underwriter®, Home Ready® and Desktop Underwriter® or DU® are registered trademarks of Fannie Mae

Loan Product Advisor®, Home Possible®, Loan Collateral Advisor® and Home Value Explorer® (HVE®) are registered trademarks of Freddie Mac

ActionCenter®, Homebuyer Privileges® and Rate Express® are registered trademarks of Genworth Mortgage Insurance

Simply UnderwriteSM is a registered service mark of Genworth Mortgage Insurance
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