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What we will test your knowledge on:
• Fannie Mae Guidelines
• Freddie Mac Guidelines
• Resources and Best Practices
• Enact Website
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Agenda

Only Conventional Loans Are Covered In Today’s Session;  High Refinance Loans Are NOT Covered 
In Today’s Session
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Cash From/To Borrower $$
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This loan was submitted to the Agency’s AUS. The transaction is a purchase of a single-family home to 
be used a primary residence. It is a conventional, fixed rate, 90% LTV.
Based on the amount of reserves, this loan could receive an Approve/Eligible or an Accept Eligible.

True or False
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This loan was submitted to the Agency’s AUS. The transaction is a purchase of a single-family home to be 
used a primary residence. It is a conventional, fixed rate, 90% LTV.
Based on the amount of reserves, this loan could receive an Approve/Eligible or an Accept Eligible.

True



When reviewing bank statements look for the following:
• The bank statement: is the borrower’s name, account #, and address consistent with URLA?
• Verify statement includes an account number (it can be truncated but not blacked out)
• Did the applicant provide the most recent one or two months statements?
• 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?
• Is the account newly opened within the last 90 days?
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Asset Documentation Requirements
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Your borrower has an 
unidentified single deposit of 
$3,500 into their checking 
account. These funds are not 
needed to verify the $26,200 
required to close.

It is not required to verify the 
source of this deposit.

True or False
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Your borrower has an 
unidentified single deposit of 
$3,500 into their checking 
account. These funds are not 
needed to verify the $26,200 
required to close.

It is not required to verify the 
source of this deposit.

True



Review for a Large Deposit. A large deposit is any single deposit that exceeds 50% of the total monthly 
qualifying income for the loan.

• 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.

• 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.  Freddie Mac 
has a specific policy for VODs

Review the date of the statement. Asset statements that are older than 45 days from application, lenders should 
request an updated statement

Review the ownership of the account. 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
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Asset Statement Review



Borrowers A & B are first time buyers. 

They moved in with their elderly mother/mother-in-law 18 months ago to assist her. 
They are looking to buy a place of their own with enough room for mom to move in with them.

They have a small amount of savings- $5,000

They signed a contract for $200,000 for a duplex and applied for a $170,000 loan (85% LTV). Closing Costs are 
$10,700.

Mom is giving them a $36,000 gift for the purchase.
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The transaction is a purchase of a duplex to be used a primary residence. It is a conventional, fixed 
rate, 85% LTV. These are acceptable source of funds.
True or False?



Borrowers A & B are first time buyers. 

They moved in with their elderly mother/mother-in-law 18 months ago to assist her. 
They are looking to buy a place of their own with enough room for mom to move in with them.

They have a small amount of savings- $5,000

They signed a contract for $200,000 for a single-family home and applied for a $170,000 loan (85% LTV). Closing 
Costs are $10,700.

Mom is giving them a $36,000 gift for the purchase.
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The transaction is a purchase of a single-family home to be used a primary residence. It is a 
conventional, fixed rate, 85% LTV. These are acceptable source of funds.
True



Fannie Mae
Desktop Underwriter

®
Asset and Reserve Requirements
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The following table describes the minimum borrower contribution requirements for 
transactions that contain gifts.
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Assets – Minimum Borrower Contribution 
Fannie Mae

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://selling-guide.fanniemae.com/

https://selling-guide.fanniemae.com/
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The borrower has supplied the last two months checking account statements and do not indicate 
any large deposits. The statement showing the 401k funds at 100% value of $250,000 has also 
been supplied with verification that there are no loans against the account and that the borrower 
may access the funds. The broker statement for the Mutual Funds is in the file. No additional 
documentation is required.
True or False
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The borrower has supplied the last two months checking account statements and do not indicate 
any large deposits. The statement showing the 401k funds at 100% value of $250,000 has also 
been supplied with verification that there are no loans against the account and that the borrower 
may access the funds. The broker statement for the Mutual Funds is in the file. No additional 
documentation is required.
True
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If the borrower liquidates $150,000 of the 401k how much in reserves does the borrower 
have?

$_____________
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If the borrower liquidates $150,000 of the 401k, for cash to close, how much in reserves does 
the borrower have?

$195,933
$50,000 + $150,000= $200,000 - $154,067= $45,933 
401K $100,000 + Mutual Fund $50,000= $150,000
$45,933 + $150,000 = $195,933



Stocks or Bond Account Messages:
• Non-vested stock options and non-vested restricted stock are not acceptable sources of funds for 
the transaction
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Assets – Fannie Mae

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

Section B3-4.3: Verification of Non-Depository Assets

https://selling-guide.fanniemae.com/
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Assets – Fannie Mae

Mutual Funds and Other Non-liquid Account Types:
• Proof of liquidation

Proof Of Liquidation
• 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;  Non-liquid 
Account Type Applies to:

• Stocks, Bonds, and Retirement Accounts in the form of stocks, bonds and mutual funds

Section B3-4.3-01 Stocks, Stock Options, Bonds and Mutual Funds  
https://selling-guide.fanniemae.com/

https://selling-guide.fanniemae.com/
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The borrower is buying a home and is using her $7,000 in savings and $12,000 proceeds from the 
sale of her motorcycle. She has deposited the proceeds into her account and it has been verified. 
The Bill of Sale, title and previous insurance card have been provided as proof of ownership and 
sale.

The transaction is a purchase of a single-family home to be used a primary residence. It is a 
conventional, fixed rate, 95% LTV. This is a Fannie Mae loan. These are acceptable source of 
funds and no additional documentation is required.
True or False
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The borrower is buying a home and is using her $7,000 in savings and $12,000 proceeds from the 
sale of her motorcycle. She has deposited the proceeds into her account and it has been verified. 
The Bill of Sale, title and previous insurance card have been provided as proof of ownership and 
sale.

The transaction is a purchase of a single-family home to be used a primary residence. It is a 
conventional, fixed rate, 95% LTV. This is a Fannie Mae loan. These are acceptable source of 
funds and no additional documentation is required.
False



Sale of Personal Assets- The lender must document the following: 

• The borrower’s ownership of the asset for all asset types that are titled assets, for example 
automobile title.

• The value of the asset, as determined by an independent and reputable source, if the proceeds 
represent more than 50% of the total monthly income used in qualifying. The lender must use the 
lesser of the estimated value (as determined by the independent source) or actual sales price 
when determining the amount of funds for the transaction. For example, a borrower plans to sell 
their vehicle. The value as determined by an independent source is $10,000; the sales price of the 
vehicle is $12,000. $10,000 can be added to the borrower’s available funds even if the sale has 
already occurred. 

• The transfer of ownership of the asset, as documented by either a bill of sale or a statement from 
the purchaser.

• The borrower’s receipt of the sale proceeds from documents such as deposit slips, bank 
statements, copies of the purchaser’s canceled check or an equivalent payment source.
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Assets – Fannie Mae
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The borrower is buying a home and is using their personal savings and business assets from a 
Corporation which they are 100% owner of. No Self-Employed income is being used for qualifying 
income.
The 2 most recent statements for both accounts are in the file and have been reviewed. 

The transaction is a purchase of a single-family home to be used a primary residence. It is a 
conventional, fixed rate, 90% LTV. This is a Fannie Mae loan. These are acceptable source of 
funds and no additional documentation or review is required.
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The borrower is buying a home and is using their personal savings and business assets from a 
Corporation which they are 100% owner of. No Self-Employed income is being used for qualifying 
income.
The 2 most recent statements for both accounts are in the file and have been reviewed. 

The transaction is a purchase of a single-family home to be used a primary residence. It is a 
conventional, fixed rate, 90% LTV. This is a Fannie Mae loan. These are acceptable source of 
funds and no additional documentation or review is required.
True
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Assets – Fannie Mae
Borrower’s Business Accounts- 
Business assets may be an acceptable source of funds for the down payment, closing costs, and 
financial reserves when a borrower is self-employed and the individual federal income tax returns have 
been evaluated by the lender, including, if applicable, the business federal income tax returns for that 
particular business (non-Schedule C). The borrower must be listed as an owner of the account and the 
account must be verified in accordance with B3-4.2-01, Verification of Deposits and Assets. *The lender 
must perform a business cash flow analysis to confirm that the withdrawal of funds for this transaction 
will not have a negative impact on the business. See Section B3–3.2, Self-Employment Income, for 
additional information on the analysis of a self-employed borrower.

*When self-employment income is not being used to qualify for the loan, but the borrower is using assets 
from their business towards down payment, closing costs, and/or financial reserves. The lender is not 
required to perform a business cash flow analysis, provided the borrower is listed as an owner of the 
account and the account is verified in accordance with B3-4.2-01, Verification of Deposits and Assets.

https://selling-guide.fanniemae.com/
B3-4.2-02, Depository Accounts

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


DU determines the reserves required for the other residential financed properties
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Reserves – Fannie Mae Multiple Financed Properties

Applies When The Subject Transaction Is A Second Home Or Investment Property AND The Borrower 
is Personally Obligated On The Financing

B3-4.1-01, Minimum Reserve Requirements 
(10/07/2020)
https://selling-
guide.fanniemae.com/#Unacceptable.20Sources.20of.20Reserves

https://selling-guide.fanniemae.com/#Unacceptable.20Sources.20of.20Reserves
https://selling-guide.fanniemae.com/#Unacceptable.20Sources.20of.20Reserves
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Reserves – Fannie Mae Multiple Financed Property 
Examples

Applies When The Subject Transaction Is A Second Home Or Investment Property AND The Borrower 
is Personally Obligated On The Financing



Freddie Mac
Loan Product Advisor ® Asset and Reserve Requirements 
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Borrower’s Own Funds Freddie Mac Seller Servicer Guide (Chapter 5501.3(b)(i))
• No requirement for >80% LTV loans where:

• Mortgage is secured by a 1 and 2 unit Primary Residence  and
• Gift or gift of equity received from eligible donor used as source of funds or 
• Employer Assisted Homeownership (EAH) Benefit is used as source of funds

30

Minimum Borrower Contribution – Freddie Mac

Freddie Mac Selling Guide Chapter 5501.3



Most recent one or two months asset statements (depending on documentation path-
Streamline or Standard)
All accounts held in financial institutions must be owned by the Borrower and the Borrower must have 
access to the funds. Funds in accounts that are owned jointly by the Borrower and a non-Borrower are 
considered Borrower personal funds. Accounts held in the name of a Living Trust are considered to be 
owned by the Borrower when the Borrower is the Settlor of the Living Trust. When the Borrower is a Living 
Trust, the Underwritten Settlor is considered to be the owner of accounts held in the name of the trust.
For Loan Product Advisor Mortgages, the Documentation Level shown on the Feedback Certificate 
indicates the minimum level of documentation acceptable for a Loan Product Advisor Mortgage.

Asset documentation valid for 120 days for both existing and new construction
You are required to provide proof of liquidation for certain non-liquid of assets used for closing such as 
stock, bonds, cash value of life insurance in most cases
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Asset General Documentation Requirement–
Freddie Mac

Freddie Mac Selling Guide Chapter 5501.3, 5102.4 



You must verify 
borrower funds totaling 
the $200.

True or False
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Freddie Mac Assets Refinance Transaction



You must verify 
borrower funds totaling 
the $200.

False
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Freddie Mac Assets Refinance Transaction
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Assets - Freddie Mac
All funds used in the transaction must come from eligible sources.

For purchases, document the borrower has sufficient funds verified from eligible sources.

For refinances, verification of assets is not required when the amount of borrower funds 
needed for the transaction is < $500, and LPA does not require reserves and the loan received 
a LPA Risk Class of Accept.

Freddie Mac Selling Guide Chapter 5501.1
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Freddie Mac Assets Refinance Transaction-Written 
VOD

Funds totaling $14,000 must be verified for this purchase transaction.

The VOD verifies $14,375 in depository accounts. No additional asset 
documentation is required.

True or False



36

Freddie Mac Assets Refinance Transaction-Written 
VOD

Funds totaling $14,000 must be verified for this purchase transaction.
The VOD verifies $14,375 in depository accounts. No additional asset documentation is 
required.

$2,104- $600= $1,504
$9,671- $5,900= $3,771
$2,600- $2,500= $100

Income $5,155 x 50%= $2,577

False



Direct account verifications and asset account statements used to verify the Borrower's accounts held in 
financial institutions must meet the following additional requirements:
Direct account verifications (i.e., verification of deposit form (VOD)) must:

• Identify the financial institution
• Identify the account owner(s)
• Identify the account number, which at a minimum must include the last two digits
• Identify the type of account
• Identify account open date
• Identify the current account balance
• Identify the average balance for the previous two months
• Identify any outstanding loans secured by the asset
• Include the title, signature and phone number of the depository representative who completed the verification

For purchase transactions, when using a direct account verification, the Seller must include documentation of the source of funds when an account 
is opened within 90 days of verification and/or when the current balance in an account exceeds the average balance by more than 50% of the sum 
of:

• The total monthly qualifying income for the Mortgage, and
• The amount derived from the asset calculation for establishing the debt payment-to-income ratio in accordance with the requirements 

of Section 5307.1, if applicable

Assets

Freddie Mac Selling Guide Chapter 5501.3

https://guide.freddiemac.com/app/guide/section/5307.1
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The borrower is buying a home and is using their personal savings and graduation gift money 
from various friends and family.
The most recent statements for both accounts are in the file and have been reviewed. The newest 
statement shows multiple deposits totaling $6,550 in additional to her direct deposit payroll. Their 
newly acquired diploma is in the file proving their recent graduation.

The transaction is a purchase of a single-family home to be used a primary residence. It is a 
conventional, fixed rate, 90% LTV. This is a Freddie Mac loan. The borrower is a First-Time 
Homebuyer. These are acceptable source of funds. 
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The borrower is buying a home and is using their personal savings and graduation gift money 
from various friends and family.
The most recent statements for both accounts are in the file and have been reviewed. The newest 
statement shows multiple deposits totaling $6,550 in additional to her direct deposit payroll. Their 
newly acquired diploma is in the file proving their recent graduation.

The transaction is a purchase of a single-family home to be used a primary residence. It is a 
conventional, fixed rate, 90% LTV. This is a Freddie Mac loan. The borrower is a First-Time 
Homebuyer. These are acceptable source of funds. 
True



In support of expanding access to credit for First-Time Homebuyers, we have updated our requirements to permit 
graduation gifts from a related or unrelated person(s) as an eligible source of funds for a purchase of a Primary 
Residence. The Seller must obtain the following:

• Evidence of graduation from an educational institution (e.g., diploma or transcripts) that supports the date of 
graduation

• A verification of the gift funds in the Borrower’s depository account. Gift funds must be deposited within 90 days of 
the date of graduation.

In addition, we have updated our requirements to allow gift letters to state the maximum amount of the gift funds or gift 
of equity or the actual amount. This change will eliminate the need for Sellers to obtain a corrected gift letter, should the 
actual amount of the gift be less than the amount stated on the gift letter. As a reminder, this flexibility does not 
eliminate the requirements for resubmission to Loan Product Advisor® per Section 5101.6.
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Gift Funds and Gift Letters- Freddie Mac

https://guide.freddiemac.com/app/guide/section/5101.6
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Assets - Freddie Mac
Mutual Funds and Other *Non-liquid Account Types:

• Proof of liquidation

Proof Of Liquidation
• 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

*Non-liquid Account Type Applies to:
• Stocks, Bonds, and Retirement Accounts in the form of stocks, bonds and mutual funds

Freddie Mac Selling Guide Chapter 5501.3
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Assets - Freddie Mac
Borrower’s Business Accounts- Funds from a Borrower's business account may be used to 
qualify the Borrower for the Mortgage transaction, provided they meet the requirements of 
Freddie Mac’s Selling Guide, Chapter 5501.3, except as stated below.
• Documentation of large deposits, as described in Section 5501.3(a)(iii), is not required 

provided that the Seller:
• Reviews a minimum of the most recent two months of the business account statements, 

and
• Determines the deposits are typical for the Borrower's business

• See Section 5304.1(f) for additional requirements when self-employed income from the 
business is used for qualifying.

 

Freddie Mac Selling Guide Chapter 5501.3

https://guide.freddiemac.com/euf/generated/optimized/1601562930/themes/standard/#a_iii
https://guide.freddiemac.com/app/guide/section/5304.1
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Sale of Personal Asset – Freddie Mac
Sale of Borrower’s Assets (other than real property or exchange-traded 
securities.
Provide:
• A signed Bill of Sale documenting the asset and transfer of ownership
• Evidence of receipt of the proceeds

 

Freddie Mac Selling Guide Chapter 5501.3
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Enact Rate Express®
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Enact Underwriting Guidelines
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Enact Training Resources and Test Your Knowledge
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Enact Training Resources



• ActionCenter® : 800 444.5664
• Your Local Enact Regional Underwriter
• Your Enact Sales Representative

48

Your Enact Resources



Enact 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. 

ENACT 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 ENACT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE, 
OR CONSEQUENTIAL DAMAGES OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND THE MATERIALS.
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Legal Disclaimer

Enact Mortgage Insurance offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line, and serve your borrowers 
better. Visit EnactMI.com to learn more.
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