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What we will cover:

– General guidelines for calculation of rental income for Fannie Mae and Freddie 

Mac

– Recent changes relating to rental properties from Fannie Mae Announcements 

and Freddie Mac Bulletins

– Overview of Freddie Mac Rental Form 92

– Overview of Fannie Mae Rental Forms 1037, 1038, 1039

– Calculation of rental income from the Schedule E

– Questions

Objectives
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Training Tools and Information
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mi.genworth.com
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Rental Income

Basics about rental income requirements:

– Rental income must be supported by the borrower’s most recent personal tax 

returns if used for qualification purposes*

• Follow the underwrite you are utilizing

– Desktop Underwriter® follow the DU findings report

– Loan Product Advisor® follow the Feedback certificate

– Manual underwrite, follow the appropriate seller guide for your investor as the documentation 

rules vary

– Use of rental income (boarder income) from a single family property is typically 

not allowed except for certain Affordable Lending Products

– Rental income from a second home is not allowed for qualifying purposes

– A Primary residence that applicant’s intend to “convert”, make sure occupancy 

makes sense.  Check for investor guidelines as Fannie has no policy and 

Freddie does as of March 6, 2019.

– Gift funds are not allowed for investment property transactions

*Documentation will vary,  See www.freddiemac.com or https://www.fanniemae.com/singlefamily/index
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Freddie Mac Rental Income Guidelines
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Updates For Freddie Mac 2017-12
Effective for loans with settlement 

dates on or after March 6, 2019; Final 

Policy Updates include:

– Updates policy for rental properties NOT 

owned in the prior calendar year

– Reintroduces Guide Form 1000 and 

retires Operating Income Form 998

– Expanding requirements, additional 

specificity and guidance for

• Accessory units

• Leases

• Net rental income calculations

• Establishment of DTI ratios

• Rental Income from form 8825

– New Rental Form 92

– History of owning/managing properties
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Freddie Mac Rental Income

Let’s Review The New Rental Income Matrix And Form 92 
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Freddie Mac Rental Income
Use Rental Income Matrix Updated November 2019

– Documentation and History

– Lease requirements

– Properties placed into service in 

current calendar year

– Maximum eligible amount rent

– Rental Income calculations

– Establishing the DTI

– Appraisal Forms

– Investment Property Management 

Experience

– Form 8825 

– Max number of financed properties
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Freddie Mac Rental Income
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Freddie Mac Rental Income
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Freddie Mac Rental Income
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Freddie Mac Rental Income

14Calculating Rental Income



Freddie Mac Rental Income
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Freddie Mac Form 92

Check Out Genworth Website for Calculator
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Freddie Mac Form 92

Check Out Genworth Website for Calculator
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Genworth’s Freddie Mac Form 92 Calculator

https://new-content.mortgageinsurance.genworth.com/documents/calculators/Freddie%20Mac%20Form%2092%2002.19.pdf
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Freddie Mac Seller/Servicer Guide

For Complete Rental Income Policy Refer To The Updated Chapter 

5306.1 Of The Freddie Mac Seller/Servicer Guide
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Freddie Mac Form Updates
Guide Impacts:

– Guide Form 1000 Comparable Rent Schedule reintroduced 

• Used for single family properties and completed by the appraiser

– Form 998, Operating Income Statement, retired

– Form 91, Income Calculations- Updated to remove the Schedule E rental income 

calculation section

– Form 92, Net Rental Income Calculations – Schedule E-

• Introducing Form 92 to support calculation of net rental income when Schedule E is 

being used.

– Three sections are provided for ease of use when determining the debt payment-to-income ratio

– Subject 2-4 unit Primary Residence

– Subject Investment property

– Non-Subject investment Property
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Important Updates About Reserves
Effective For Loans Submitted and Resubmitted On Or After 

November 12, 2017

– Loan Product Advisor will determine 

reserves for additional properties owned 

and obligated on when subject is a 

second home or investment property

– Data accuracy is critical

– Enter  details for each additional 1-4 unit 

residential property in which the borrower 

has ownership interest and is obligated 

on the financing

– Specifically:

– Property disposition

– Subject property

– Current Resident

– Liabilities associated with each property?
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Bulletin 2018-10

Selling Updates

– Increased number of financed 

properties to 10 when subject is a 

second home or investment. When 7-10 

range loan must have:

• 720 credit score 

• 8 months reserves for each second home 

or investment property borrower is 

obligated on

• Accept/Eligible recommendation from 

Loan Product Advisor

See Freddie Mac Single-Family Seller/Servicer Guide For Complete Details
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Fannie Mae Rental Income Guidelines
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Selling Announcement SEL 2019-08
Selling Updates

– Effective for all new DU casefiles submitted on or 

after the weekend of December 7 and for 

manually underwritten loans with application 

dates on or after December 7, 2019.

24Calculating Rental Income



Selling Guide October 
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Fannie Mae Seller Guide  
General Guidelines (Until December 7, 2019) and Rental Income Forms

– Borrowers that have a history of renting the subject or another property, typically 

income is reported on IRS Form 1040 Schedule E

– Properties owned by businesses, such as an LLC or S Corp or Partnership, 

rental income is found on IRS Form 8825 (attached to the business return)

– If borrower’s tax returns do not accurately reflect the ongoing income and 

expenses of the property, lenders may be justified in using fully executed current 

leases for:

• Purchases

• Refinance in which the borrower purchased the rental during or subsequent to the last 

tax return filing and is properly documented

• Refinance of a property that experienced significant rental interruptions such as 

renovation or a casualty loss that is properly documented

– When the subject property will generate rental income and is NOT on the tax 

returns, one of the following Fannie Mae forms must be used to support the 

income-earning potential

• One-unit properties:  Single-Family Comparable Rent Schedule (Form 1007)

• For two-to-four unit properties: Small Residential Income Appraisal Report (Form 1025)
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Fannie Mae Seller Guide Updates 

2017-02 Updates Market Rent

– Use 75% of the market rents (from 

form 1007 or form 1025) or leases.
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Fannie Mae Rental Calculators

https://new.mi.genworth.com/self-employed-borrower-calculators
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DU uses the number of financed properties to apply the following 

eligibility guidelines:

– A minimum credit score of 720 is required for borrowers with 7-10 financed 

properties

– Borrowers are limited to a maximum of 10 financed properties

Borrowers with Multiple Financed Properties

Applies When The Subject Transaction Is A Second Home Or Investment 

Property AND The Borrower is Personal Obligated On The Financing

29Calculating Rental Income



Multiple Financed Properties Fannie Mae

Applies When The Subject Transaction Is A Second Home Or Investment 

Property AND The Borrower is Personal Obligated On The Financing
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Reserves- Fannie Mae Multiple Financed 

Properties DU Versions 10.0 And Higher

Applies When The Subject Transaction Is A Second Home Or Investment 

Property AND The Borrower is Personally Obligated On The Financing
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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
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Rental Income-Fannie Mae

Fannie Mae Requirements 2-4 Unit Primary Residence

– Purchase:  Gross income is calculated from Form 1025 (small residential 

properties).

– Net rental income is determined by taking the lesser of 75% of the gross rent 

from form 1025 or 75% of the existing leases.  Note:  Do NOT subtract to 

mortgage payment as this is the primary housing payment.

– Refinance: Document the rental cash flow by obtaining copies of the borrower’s 

most recent one years signed federal tax returns.

•Fannie Mae Requirements  1-4  Unit Investment

– Purchase:  Gross income is calculated from Form 1025 (2-4 unit properties)  or 

Single Family Rent Schedule Form 1007 for a single family property. 

– Net rental income is determined by taking the lesser of 75% of the gross rent 

(from Form 1025 or Form 1007) minus the full mortgage payment for the 

property or 75% of the existing leases.  

– Refinance:  Document the rental cash flow by obtaining copies of the borrower’s 

most recent one years signed federal tax returns.
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You Need….
– 2018 Schedule “E” handout

– Rental Income Calculation Form 

• Impounded/non-impounded are 

calculated the same 

• Training today assume a escrowed or 

impounded loan

34Calculating Rental Income



Schedule E Handout
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Mortgage Statement/Payment Coupon

Always ask for one

– If loan is impounded or escrowed

– What property the mortgage payment is associated with

– If non impounded, obtain  current tax and insurance information

– If condo, PUD or Coop, most investors want verification of current HOA dues 
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Mortgage Statement/Payment Coupon

Payment Above Came From Mortgage Statement And HOA 

Coupon/Statement From Borrower And Is Impounded; For Non-impounded 

Loans Obtain Tax And Insurance Information

Total monthly payment is $2150 PITIA
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2018 Schedule E Rental Income
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Genworth Rate Express®
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Genworth Underwriting Guidelines
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LOS Connections
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Training Tools and Information
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Additional MI Site Information

mi.genworth.com
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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
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