Rental Income

There are many reasons why Canadians consider investing in real estate or
renting part of their home. CMHC recognizes that facilitating the availability
of rental units offers Canadians more choice to help meet their housing needs.

This handy reference sheet will help clarify the use of rental income in the

mortgage loan insurance (MLI) qualification process. Whether the property is
owner occupied or non-owner occupied, subject to an MLI application or not,
CMHC offers different approaches to rental income for qualification purposes.
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Rental Income and Calculating Debt Service Ratios

Use the diagram below to determine the approach(es) you can use to calculate rental income
and the inputs to consider when calculating the debt service ratios.
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Use either A) up to 50% gross
rental income approach or

B) 50.01-100% gross rental
income approach

Use either A) up to 50% gross rental
income approach or

B) net rental income approach

Taxes and heat for the subject
property may be excluded.

The % of gross rents (50%
to 100% if eligible) is added
to gross annual income.

GDS
Annual P&l

Gross annual income + %
of gross rental income
TDS

Annual P&l + other debts

Gross annual income + %
of gross rental income

Principal and interest payments
for the owner-occupied 2-4 unit
property (not subject of the
application) are to be included
in the TDS ratio.

Taxes and heat for the subject
property may be excluded.
TDS

Annual PITH + other debts

Net rental income = gross rents —
operating expenses. While this
approach is permitted, it is not likely

to be used (see handbook for details).

If tenant pays heat, it can
be excluded.

GDS

Annual PITH

Gross annual income + net rental

Gross annual income + 50%
gross rental income

P = principal

| =interest T = taxes

income (deduct if negative)

TDS
Annual PITH + other debts

Gross annual income + net rental
income (deduct if negative)

H = heat

Use the net rental
income approach

Net rental income = gross rents
— operating expenses.

PITH payment should either be
deducted from the gross rental
income or included as a debt
obligation when calculating the
TDS ratio.

If tenant pays heat, it can

be excluded.

TDS
Annual PITH + other debts

Gross annual income + net rental
income (deduct if negative)

Visit emhc.ca for more information, including our premiums table and a

contact us web page to connect with our client relationship management team.
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https://www.cmhc-schl.gc.ca
https://www.cmhc-schl.gc.ca/en/finance-and-investing/mortgage-loan-insurance/mortgage-loan-insurance-homeownership-programs/premium-information-for-homeowner-and-small-rental-loans
https://www.cmhc-schl.gc.ca/en/corp/cous/cous_013.cfm
http://www.twitter.com/CMHC_ca
http://www.linkedin.com/company/canada-mortgage-and-housing-corporation
https://www.facebook.com/cmhc.schl
http://www.youtube.com/CMHCca
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