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FHA Rental Income  

  

FHA Rental Income Guideline Overview (Departing Residence + New FHA Purchase)  
Purpose:  
To help borrowers understand when rental income from their current (departing) residence can be used to 
qualify for a new loan and under what conditions.  

  
Key Guidelines to Use Rental Income on Departing Residence:  

Feature  Requirement  
Current Residence Use  Must be converting existing primary home to a rental  
New Property Distance  100-Mile Rule: New FHA property must be ≥100 miles from current home  
LTV on Departing 
Residence  

Must have ≥25% equity (i.e., LTV ≤75%) based on appraisal or other 
docs.  

Rental Income Use  Lesser of Fair Market rent or Lease X 75%  

Documentation Needed  
- Appraisal or other documents showing 75% LTV or less  
- Lease agreement  
- Proof of deposit of first month’s rent  

Occupancy Certification  Must intend to occupy the new home as primary residence  
Property Type Limits  Applies to 1–4-unit properties  
Credit Qualifying  Standard FHA underwriting applies  

  
 Notes:  

• No rental income allowed if LTV on departing residence is >75% - No Exceptions  
• Must relocation a minimum of 100 miles from departing residence - No Exceptions  

  
Real-World Scenario:  
Example:  
Borrower owns a home in Atlanta, GA, and is moving to Savannah, GA — 250 miles away. Their current 
home has 30% equity, and they have a signed lease with the first month’s rent in hand. They can use 
rental income from the departing home to help qualify for the new FHA loan.  
  

  

 


