Understanding VA Loan Eligibility and What It
Means for You

Who Qualifies for a VA Loan?

VA loans are one of the most flexible mortgage options available, but not everyone can use
them. Eligibility depends on service history, duty status, and sometimes discharge character.
The program is designed for veterans, active-duty service members, National Guard members,
reservists, and certain surviving spouses. Understanding the basic requirements helps you
know whether you can apply and what documentation you will need.

Service Requirements

The Department of Veterans Affairs sets specific service time minimums. For veterans who
served after September 7, 1980 (or October 16, 1981 for officers), the standard is 24
continuous months of active duty or the full period for which they were called to active duty.
For those who served before those dates, 90 days of active duty during wartime or 181 days
during peacetime typically qualifies. National Guard and Reserve members usually need six
years of service, though there are exceptions for those activated for certain periods.
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If you were discharged for a service-connected disability, the time-in-service requirement may
be waived. The same applies if you were discharged early under certain conditions. Always
check your DD Form 214 (Certificate of Release or Discharge from Active Duty) to confirm your
service dates and discharge character.

Character of Discharge

Your discharge status matters. A general or honorable discharge usually qualifies. Other than
honorable, bad conduct, or dishonorable discharges may disqualify you, though there are case-
by-case reviews. If your discharge is less than honorable, you can apply for a character of
discharge determination through the VA. This process can take time, but it is worth pursuing if
you think you may qualify.

Certificate of Eligibility

Before you can start shopping for a home, you need a Certificate of Eligibility (COE). This
document proves to lenders that you meet the basic service requirements. You can request a
COE online through the VA's eBenefits portal, by mail using VA Form 26-1880, or through your
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lender. Many lenders can pull your COE electronically within minutes if you are already in the
VA's system. Having this document ready streamlines the preapproval process.

Credit and Income Standards

VA loans do not have a minimum credit score set by the VA itself, but most lenders impose
their own. Typically, lenders look for a credit score of 620 or higher. Some may go lower, but the
terms may be less favorable. The VA does not have a maximum debt-to-income ratio either, but
lenders evaluate your residual income, the money left after paying major monthly obligations.
This ensures you can cover living expenses. Generally, your housing expense ratio (principal,



interest, taxes, insurance, and HOA dues) should not exceed 41 percent of your gross monthly
income, though exceptions exist.

Income must be stable and reliable. Lenders want to see two years of steady employment or
self-employment income. For active-duty members, base pay plus allowances and bonuses
count. For veterans, retirement pay, disability compensation, and investment income can be
used. Part-time or seasonal work may require a longer history.

Property Requirements

The property you buy with a VA loan must meet certain standards. It must be your primary
residence. You cannot use a VA loan for a vacation home or pure investment property.
However, you can buy a multi-unit property (up to four units) as long as you live in one of the
units. The home must pass a VA appraisal, which checks safety, structural integrity, and market
value. The appraiser also looks for health hazards like lead-based paint, defective plumbing, or
inadequate heating. If the home does not meet these minimum property requirements, the
seller may need to make repairs before closing.

Condominiums and townhouses are eligible, but the project must be on the VA's approved list.
If it is not, the lender can request a review. Manufactured homes are also eligible, provided they
are permanently affixed to a foundation and meet HUD standards.

Funding Fee and Residual Income

The VA funding fee is a one-time charge paid at closing. For first-time use, it is 2.15 percent of
the loan amount. For subsequent uses, it is 3.3 percent. Some borrowers can roll this fee into
the loan. The fee helps cover the program's costs. If you receive VA disability compensation,
the funding fee is waived. Make sure your lender knows your disability status early in the
process so they can adjust the fees.
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Residual income is a key underwriting factor. The VA sets minimum residual income guidelines
based on region and family size. For example, a family of four in the western U.S. needs a
certain amount left after paying the mortgage, taxes, insurance, and other debts. This test is
separate from the standard debt-to-income ratio. It protects you from taking on a loan that
would leave you financially stretched.

Common Misunderstandings

One common myth is that you can only use a VA loan once. In reality, you can reuse the benefit
multiple times, as long as you pay off the previous loan or sell the property. You can also have
multiple VA loans simultaneously if you have enough entitlement left. Another
misunderstanding is that VA loans require a down payment. They do not, but some lenders
may require one if your credit profile is weak. Also, VA loans are assumable, meaning a
qualified buyer can take over your loan terms, which can be a selling point later.

Some people think the VA sets interest rates. It does not. Rates are set by lenders based on
market conditions and your creditworthiness. The VA only sets guidelines for underwriting and
property standards. Shopping around among lenders can save you thousands over the life of
the loan. Carlos Scarpero, Your VA Mortgage Expert VA loan eligibility guidance can help you

compare options and understand which lender offers the best fit for your situation.

How to Prepare
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Start by gathering your service records. Obtain your DD 214 or equivalent. If you are still on
active duty, a statement of service signed by your personnel officer works. Check your credit
report for errors. A clean report improves your chances and may get you better terms. Save for
closing costs, which can run 2 to 5 percent of the loan amount, though sellers can sometimes
cover them. If you have a disability rating, get your VA award letter ready to claim the funding
fee exemption.

Work with a lender who knows VA loans inside out. Not all lenders handle them well. Some add
unnecessary overlays, extra requirements beyond VA guidelines. A knowledgeable lender can
help you avoid those pitfalls. Carlos Scarpero, Your VA Mortgage Expert VA loan eligibility
guidance includes access to more than 150 lenders, making it easier to find one that fits your
needs without unnecessary hurdles.
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Final Considerations

VA loan eligibility is broader than many people think. Surviving spouses of service members
who died in the line of duty or from a service-connected disability may qualify. Also, spouses of
service members who are missing in action or prisoners of war may be eligible. If you are a
member of the Selected Reserve or National Guard, you may qualify after six years, or earlier if
you were activated. The rules are detailed, but the benefit is substantial: no down payment, no
private mortgage insurance, and competitive rates.

Understanding your eligibility early gives you time to fix any issues. Whether you need to
improve your credit, gather documents, or find the right lender, starting the process informed



makes everything smoother. The VA loan program has helped millions of veterans and military
families become homeowners. If you think you might qualify, it is worth exploring the steps
outlined here.
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