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C. GifL Punds. An ouzright it of the cash irnvestmernt is
acceptanle 1f the denor is the borrowcr's relative, the bhorrxower's
amployer ot iaber unicn, a charitable organizztion, a goveromenzal
agency or public entity that has & pregram +o provide homoownership
agriztance to low- and mnederate-ncome familles cr first-time
homsbuyers, or a clase friend with a clearly celined and deoumerted
intersst in the borrowex. The gl fh donoer may nob oe a person or
ghtity with an intercst irn the sale of the propersy, such &5 Lhe
erzllcr, real sstate sgent or broker, builder, or any entity

agrociated with them. Gifts from these scurces are considered
inducements Lo poochass and must be subtrsclec [rom Lhe sa’es price.
Mo repayment of the gift may ke expected or implied. [As & rule, we

are not concerncd with how “he donor obktains The gift funds provided
they are not derived in any nanner from a parzy bto the sales
transaclion. Donors may borrow gill funds from ary other zcceptseble
source provided the mortgage borvowWers are not chligors Lo any nokte
te secure money horrowed to give The gift,)] This mile alse appliss
to properties o which Lhe seller is a government agency selling
[oreclased properties, such as the Veterans Administration or Rural
Fouzing Services. Cnly Zamily members may provice ecuity credit as a
gift on a property being seld co other fanily membs=rs. These
restrictions on giffts and eguity credit may be waived by the
furisdictional HOC provided Lhat whe zeller 1s conlrihulling to or
nperating an acceprtable affordable housing program.

TEN deems the payoent of coasumer cebt by third pzrties to be
a1 Londucement to purchase. Waile FHA permifs sellers and eTher
parties Zo make contribaticns of up ©o =2ix percent cf the zales price
of a3 oroperty toward a bouyer's actual closing costs and financing
conocossions, this policy applies exclosively to the provision of
merihgage financing. OCther sxpenses paid on behalf of the borrower
mizt result in a dollars-for-deliar redoaction to che saies price. Theo
dellar-for-dollar reducticn to the sales price zlso applies Lo glft
[unds not meeting the regquirement that the gift be for downpaymenl
dssistanoe and is proeviced by an accoptable source.  Wher somsone
otbher than a family menber has pald off debrs, the funds used to pay
off the dekt nust be treated as arn induaccocmentT te purchasc arnd the
sales price musl pe redoced by & doellar—-for-dollar amguant in
caloculatitg the maximon inswurablo nmortgage.

Joocwnental Lon Eequirements.  The lendet rnst decunent the gift furds
by Ghbaining - giZt letzer, signad by the donor and borrower, that
apscifiss the dollsr amount ¢ the gift, states tnat ne zZepayment i3
raquired, shaws the donox's name, address, teievheone numkber and
sTmates the nature cf Lhe donor's relationship to the borrower., In
gidivion, the lendeor must doocument the transfer of Zunds from the
donor o the borrowsr, as [ollows:

1. If the gift fundz are in the homebuyer's banz account, the
lepnder must dooument the Transfer of the funds frem the donor to the
homebuyer by obtaining a copy cf the canccled cheex or other
withdrawe. docunent shewing thst the withdrawal Iz from the donor's
acooznt . The homebuyer's deposit s1lip and opank statemsnt Lhal shows
the deposit 15 zlsc requlired.

2. if Lhe giflt funds are to ke provided &t closing:
a. If theo trarnster of the gift funds is by cerzitficd check made on

tne dopor's accouat, The lender must obrtain a bank scatement showing
the wWithdrawal from the doncr's acoount, 2s weli as a cony of che
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certified check.

o3 1f the doncr purchased a cashiar's check, money order, official
check, or atny other Lype ol pani chsck as a mears of Lransferring the
gift furds, the donor mass provide a withdrawal docunert or canceled
clieck for the amcunt of the gift, showling Lhat the funds came Cronr
the donor's persorsl account. Lf the donor berrowed the gift funds
and cannct provide documentstion from the bank or other sawvings
acoount, the donor most provide written evidenoo bthat Those funds
Were horrowed Irom en afcentsole scurce, i.e., not frem a Dariy to
the transacticn, including the lender. "Cash on bhend™ is nok oan
agocaptanle soarce of the doner'z gift funds.

Fegerdless of when the gilt [unds zre made availabk.s to the
nomebuyer, tho lendeor must be able Lo dstermine that the gift Tands
ullimabely were nol provided from an unacceptable scurce and were
indeed the donot's own funds. When Lhe transfer ocours at closing,
the lender remains respeornsible for obtaining verificalbion tkat the
closing agent received funds Creom the doneor for the amournt of the
puarpoerted githt and that those funds came from an acceptable zsource.

HOTE:  FHA does net "apprave" down paynernt assistance programs 10 Lhe
form of gifts adninistered by charitabie organizaticns (i.e.,
ronprofizs) . Mortgage lenders are respensikle for assaring that che
gift ©o the hamebuyer from ithe charitable organization meets the
appropriate FHA reqguirements and The trarnsfer of funds iz properly
docunernted. In addition, PHA does nol allow nonprofit entities to
provice gifts te homebuyera for the pirpose of paving olf instal iment
logns, credit cards, colleciicns, judgments, and sinilar deots,
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