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Gift Funds FHA, VA, Fannie Mae, Non QM

What Are Gift Funds?

e Funds given to the borrower for down payment and/or closing costs
e Must be a true gift with no expectation of repayment
e Documented to satisfy lender and investor requirements

FHA Gift Funds Rules

e Eligible Donors:
o Family members
o Close friends with a documented, long-standing relationship
o Employer or labor union
o Charitable organizations

¢ Required Documentation:
o Fully executed gift letter (relationship, amount, no repayment clause)
o Donor’s proof of ability to give (may require bank statement)
o Evidence of transfer (check, wire, closing disclosure)

e Key FHA Points:
o 100% of the down payment can be gift funds
o Watch for large unverified deposits in borrower’s accounts
o Gift cannot count as reserves

VA Gift Funds Rules

e Eligible Donors:

o Family members

o Fiancé or domestic partner

o Close friends with documented relationship
e Required Documentation:

o Gift letter with no repayment clause



o Typically, evidence of transfer/source of funds
o Key VA Points:
No minimum borrower contribution needed
Simpler requirements than FHA
Gifts can cover all closing costs and funding fee
Gifts cannot count as reserves
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Fannie Mae (Conventional) Gift Funds Rules

e Eligible Donors:
o Must be a relative (by blood, marriage, adoption, or legal guardianship)
e Use Restrictions:
o Entire down payment as gift = must be primary residence
e Required Documentation:
o Gift letter (relationship, amount, no repayment)
o Evidence of donor’s withdrawal and borrower’s deposit (or direct to closing)
e Bonus:
o DU may allow gift funds to count toward reserves

Non-QM

- Non-QM loans adhere to the Fannie Mae gift process

- Astandard Fannie Mae gift letter and funds from an eligible individual may be used to
meet down payment and closing costs requirements

- Gift funds are not permitted for reserves

- Please verify the details based on the specific non-QM program, as the use of gift funds
in a transaction may vary on income type and occupancy

Common Issues to Avoid

e Undocumented large deposits in borrower’s account

e Donors who aren’t eligible (unrelated friends for Fannie)

e Missing or incomplete gift letters

e Repayment arrangements (disqualifies it as a gift)

e Cousins are NOT considered family members under FHA section

e Need proof of withdrawal from donor account (unless gift is being given at closing)
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