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Introduction to VA Loans

The VA Home Loan program, established in 1944 under the Servicemen's Readjustment
Act (commonly known as the Gl Bill), has provided military veterans, active-duty service
members, and eligible surviving spouses with the ability to purchase homes under
favorable conditions. This benefit has been a cornerstone in improving homeownership
rates among veterans, helping millions achieve their dream of owning a home.

What is a VA Home Loan?

A VA home loan is a government-backed mortgage specifically designed for veterans,
active service members, and certain surviving spouses. These loans are provided by private
lenders—such as banks and mortgage companies—but the Department of Veterans
Affairs (VA) guarantees a portion of the loan. This guarantee reduces the risk for lenders,
which translates into better terms for borrowers.

Key Benefits of VA Home Loans:

e No Down Payment: Most borrowers can purchase a home with zero down
payment, which significantly reduces upfront costs.

¢ No Private Mortgage Insurance (PMI): Unlike conventional loans, VA loans do not
require PMI, saving borrowers substantial monthly fees.



¢ Competitive Interest Rates: VA loans often come with lower interest rates than
traditional loans, which can result in considerable savings over the life of the loan.

¢ Flexible Credit Requirements: VA loans typically have more lenient credit score
requirements compared to conventional mortgages.

VA Loan Network - Who We Are

VA Loan Network is your trusted partner in navigating the VA loan process. We specialize in
helping veterans, active-duty service members, and their families find the best VA loan
options, tailored specifically for their financial situation. Our goal is to make the process of
obtaining a VA home loan as seamless as possible, with access to a network of reputable
lenders who are VA-approved.

VA Loan Eligibility Requirements

To qualify for a VA home loan, you must meet specific eligibility requirements based on
your service history. The following groups are typically eligible for VA loans:

e Active-Duty Service Members: A minimum of 90 days of continuous active service
during wartime or 181 days during peacetime.

e Veterans: Must have served and been honorably discharged after meeting the
minimum service requirements.

+ National Guard and Reserve Members: Eligible if they have served at least six
years in the Selected Reserve or if they were called to active duty.

e Surviving Spouses: Some spouses of service members who died in active duty or
as a result of a service-connected disability are eligible.

The first step in securing a VA loan is obtaining your Certificate of Eligibility (COE), which
can be requested through the VA's eBenefits portal or by working with a VA-approved
lender.

How VA Loans Compare to Other Mortgages



Feature VA Loan Conventional Loan FHA Loan

Down Payment None (0%) 3-20% 3.5%
Private Mortgage .

No PMI Yes, if <20% down Yes
Insurance (PMI)
Typical Credit Score

580-620 620+ 580+

Requirement

L. No loan limits with full Up to conforming  Based on county
Loan Limits

entitlement loan limit limits
Lower than . Higher than VA but
Interest Rates . Varies .
conventional loans competitive
Why Choose a VA Loan?

VA loans have consistently been the preferred mortgage choice for veterans and service
members due to the unique benefits and protections they offer. Some of the key reasons
why VA loans are a superior choice include:

« No Down Payment Requirement: This is a crucial advantage, especially in high-
cost real estate markets, as it enables veterans to buy homes without large savings.

¢ No PMI: By eliminating the need for private mortgage insurance, VA loans save
borrowers hundreds of dollars each year.

o Easier Qualification Standards: VA loans are more forgiving when it comes to
credit scores and debt-to-income ratios compared to conventional loans.

e Assistance for Borrowers in Financial Trouble: If a borrower is having trouble
making mortgage payments, the VA provides assistance to help avoid foreclosure.

Let me know if you'd like to proceed with the next sections, or if you’d like specific links
added! If you’d like to integrate custom hyperlinks, you can share the URLs or manually add
them when formatting the document.

Eligibility Requirements for VA Loans



To qualify for a VA home loan, borrowers must meet specific eligibility criteria set by the

Department of Veterans Affairs. These requirements are generally based on a combination

of service history, the type of discharge, and other conditions. Whether you're a veteran,

active-duty service member, National Guard, or Reservist, understanding the eligibility
rules is key to taking full advantage of this benefit.

Who is Eligible for a VA Loan?

The VA loan program is open to a wide range of individuals who have served in the U.S.

military, as well as their eligible surviving spouses. Below are the primary categories of

individuals who qualify for a VA loan:

Active-Duty Service Members:

o Must have served at least 90 consecutive days of active service during
wartime.

o Atleast 181 days of active service during peacetime.
Veterans:
o Must have been discharged under conditions other than dishonorable.

o The length of service varies depending on when you served and whether it
was during a time of war or peace.

National Guard and Reserve Members:

o Must have served at least six years in the Selected Reserve or National
Guard.

o Those called to active duty for at least 90 days under federal authority during
wartime may also qualify.

Surviving Spouses:

o Un-remarried spouses of service members who died in the line of duty or due
to a service-related disability.

o Some remarried surviving spouses may also qualify under specific
conditions.

For a more detailed breakdown of eligibility, you can review the VA’s official eligibility
criteria.



Certificate of Eligibility (COE)

To officially apply for a VA loan, you’ll need to secure a Certificate of Eligibility (COE). This
document verifies that you meet the necessary service requirements for a VA-backed home
loan. The COE doesn’t guarantee approval but is a critical first step in the process.

There are three primary ways to obtain a COE:

1. Online through the VA eBenefits portal: This is the fastest way to apply. If you meet
the criteria, your COE will be available forimmediate download.

2. Through a VA-Approved Lender: Most lenders approved to offer VA loans can help
you obtain your COE electronically. They often handle this for you when you start the
loan application process.

3. By Mail: You can complete VA Form 26-1880 and mail it to the VA’s regional loan
center. This method takes the longest, so it’s often recommended to go through the
eBenefits portal or your lender.

For a step-by-step guide on obtaining a COE, check out the VA’s COE information page.

Basic Service Requirements

The basic service requirements for a VA loan vary depending on when and where you
served. Here’s a general breakdown:

Time Period Minimum Active Duty Service
WWII (9/16/1940 - 7/25/1947) 90 days total, with an honorable discharge
Post-WWII (7/26/1947 - 6/26/1950) 181 continuous days of active duty

Korean War (6/27/1950 -

90 days total, with an honorable discharge
1/31/1955)

Post-Korean War (2/1/1955 -

181 continuous days of active duty
8/4/1964)

Vietham War (8/5/1964 - 5/7/1975) 90 days total, with an honorable discharge



Time Period Minimum Active Duty Service

Post-Vietnam (5/8/1975 -
9/7/1980)

181 continuous days of active duty

24 continuous months of active duty or full wartime

1980-Present

service

For those in the National Guard or Reserves, a minimum of six years of service is required,

unless called to active duty, in which case the same wartime and peacetime service

requirements apply.

Special Considerations

Discharge Status: Veterans with a general discharge, under honorable conditions,
may still qualify for a VA loan, but those with a dishonorable discharge typically do
not qualify. However, it is possible to appeal a discharge status with the VA if it was
due to conditions beyond your control.

Spouses: Certain surviving spouses are also eligible for a VA loan. If the service
member died while on active duty or as a result of a service-connected disability,
and the spouse has not remarried, they may be able to use the VA loan benefit.
Spouses who remarry after age 57 or after December 16, 2003, may also retain
eligibility.

Exceptions and Special Circumstances: If a veteran was discharged early due to a
service-related disability or hardship, they may still be eligible for a VA loan despite
not meeting the full service requirements.

Restoration of Entitlement

If you’ve used a VA loan in the past, you can still qualify for another VA loan in the future.

However, you’ll need to restore your entitlement. This process typically occurs when the VA
loan you initially used is fully paid off or if the home you purchased using the VA loan has

been sold.

Borrowers can have their entitlement restored to use again by completing VA Form 26-
1880. It's also possible to use the remaining portion of your entitlement if your previous
loan hasn’t been paid off but you're looking to purchase another home.



Occupancy Requirements

One of the key conditions for using a VA loan is the occupancy requirement. VA loans are
meant for primary residences only, meaning the borrower must occupy the home as their
principal place of residence. The following applies to occupancy:

e The borrower must move into the home within 60 days of closing.

« Exceptions for active-duty service members: If you're on active duty and unable
to personally occupy the home, a spouse or dependent child can satisfy the
occupancy requirement on your behalf.

If you’re purchasing a home with a VA loan and are still deployed, the VA allows for
flexibility in these requirements.

This section should cover the basic eligibility and service requirements for obtaining a VA
loan. Let me know if you’d like to include any additional details, or if we should move on to
the next section such as Types of VA Loans or The VA Loan Process!

Types of VA Loans

The VA Home Loan program offers several types of loans tailored to different needs,
whether you are purchasing your first home, refinancing an existing mortgage, or even
making home improvements. Understanding the differences between these loans can help
you choose the one that best suits your financial situation and homeownership goals.

1. VA Purchase Loan

The VA Purchase Loan is the most common type of VA loan. It allows eligible veterans,
active-duty service members, and surviving spouses to buy a home with favorable terms,
such as no down payment and competitive interest rates.

Key Features:



¢ No down payment required: One of the biggest advantages of a VA purchase loan
is that you can finance 100% of the home’s value without putting any money down.

¢« No PMI (Private Mortgage Insurance): Unlike conventional loans, VA loans do not
require monthly mortgage insurance premiums, saving borrowers money.

o Competitive interest rates: VA purchase loans typically offer lower interest rates
compared to conventional and FHA loans, thanks to the government-backed
guarantee.

+ Flexible credit standards: VA loans allow for lower credit scores than conventional
loans, making it easier for those with imperfect credit to qualify.

Who Should Use It?
¢ First-time homebuyers
¢ Veterans with limited savings for a down payment
¢ Active-duty service members looking for a permanent residence

e Borrowers with less-than-perfect credit who want favorable loan terms

2. Interest Rate Reduction Refinance Loan (IRRRL)

Also known as the VA Streamline Refinance, the Interest Rate Reduction Refinance
Loan (IRRRL) allows current VA loan borrowers to refinance their existing loan into one with
a lower interest rate or better terms. This refinance option is popular because of its minimal
paperwork and lack of appraisal or income verification requirements.

Key Features:

« No appraisal orincome verification required: Streamlined paperwork makes the
process quicker and easier.

¢ Lower interest rates: The primary goal of the IRRRL is to help veterans reduce their
monthly mortgage payments by refinancing to a lower rate.

¢ No out-of-pocket costs: The IRRRL allows borrowers to roll closing costs into the
loan amount, so there’s no need for upfront expenses.

Who Should Use It?

e Homeowners with an existing VA loan looking to lower their interest rate or monthly
payments.



e Borrowers looking to refinance quickly with minimal documentation.

3. VA Cash-Out Refinance Loan

The VA Cash-Out Refinance Loan allows homeowners to tap into their home’s equity to
take out cash, which can be used for any purpose, such as home improvements, paying off
debt, or other financial needs. It also provides an opportunity for non-VA loans to be
refinanced into a VA loan.

Key Features:

e Access to home equity: Borrowers can refinance their existing mortgage and take
out cash from the equity built in their home.

o Norestrictions on how the funds are used: The cash-out refinance loan can be
used for a variety of purposes, from home renovations to paying off high-interest
debt.

e Conventional loans can be refinanced into a VA loan: This program allows non-VA
loans to be converted into VA loans, giving borrowers access to better loan terms
and rates.

Who Should Use It?
e Homeowners with significant equity who need to access cash.
o Borrowers looking to refinance from a conventional or FHA loan to a VA loan.

o \Veterans needing funds for home improvements, debt consolidation, or other large
expenses.

4. Native American Direct Loan (NADL)

The Native American Direct Loan (NADL) program is designed specifically for Native
American veterans or veterans married to Native Americans. This loan helps eligible
individuals purchase, build, orimprove a home on federal trust land.

Key Features:

¢ Direct loans from the VA: Unlike most VA loans, which are provided by private
lenders, NADL loans are funded directly by the Department of Veterans Affairs.



e No down payment or PMI: Similar to standard VA loans, NADL loans do not require
a down payment or mortgage insurance.

o Competitive interest rates: These loans often come with lower interest rates
compared to other types of home financing.

Who Should Use It?

¢ Native American veterans or veterans married to Native Americans who want to buy,
build, or improve a home on federal trust land.

5. VA Energy Efficient Mortgage (EEM)

The VA Energy Efficient Mortgage (EEM) allows borrowers to include the cost of energy-
efficient improvements into their home loan. These improvements can help reduce utility
costs over time, making the home more affordable to operate.

Key Features:

e Finance up to $6,000: Borrowers can add up to $6,000 for energy-efficient
upgrades, such as solar panels, insulation, or energy-efficient windows.

o Lower utility costs: The primary benefit of this loan is to reduce long-term energy
costs for homeowners.

Who Should Use It?

e Homeowners or homebuyers looking to make energy-efficient improvements to
their property.

e Borrowers wanting to lower their home’s utility costs in the long run.

6. VA Construction Loan

The VA Construction Loan allows veterans and active-duty service members to finance
the construction of a new home. While not as widely offered by lenders, this loan can be a
good option for veterans who want to build their home from the ground up.

Key Features:

e One-time close: The VA construction loan often combines the construction
financing and the permanent mortgage into one loan, eliminating the need for
multiple closings.



e No PMl or down payment: Just like other VA loans, there’s no requirement for

mortgage insurance or a down payment, provided the borrower qualifies.

Who Should Use It?

e Veterans who want to build a custom home.

e Service members looking for new construction options with VA loan benefits.

Comparison Table: Types of VA Loans

Loan Type Purpose

VA Purchase Loan Buying a home

IRRRL Refinancing to a lower interest rate

VA Cash-Out
Refinance

Refinancing to access home equity

Home financing for Native American

NADL
veterans

Financing for energy-efficient home

EEM

improvements

VA Construction Financing the construction of a new

Loan home

Who Should Consider These Loans?

Key Features

No down payment, no PMI,
competitive rates

Streamlined refinance, no
appraisal required

Cash out equity, use funds for
any purpose

No down payment, direct VA
loan

Finance up to $6,000 for energy
upgrades

One-time close, no PMI| or down
payment

VA loans are incredibly versatile, but certain loan types are better suited for different

situations. Here’s a quick guide on who might benefit most from each type of VA loan:

e First-Time Buyers: A VA Purchase Loan is ideal for those new to home buying,

especially with no down payment requirements.

¢ Homeowners Seeking Lower Payments: If you have an existing VA loan and want

to reduce your monthly payments, an IRRRL may be the best option.



¢ Homeowners Needing Cash: If you’ve built equity in your home and need access to
cash, consider the VA Cash-Out Refinance.

e Veterans Looking to Build: For veterans who want to build a home from scratch, a
VA Construction Loan is an excellent choice.

 Native American Veterans: The NADL provides specific benefits for Native
American veterans or their spouses.

The VA Loan Process

The process of securing a VA home loan is designed to be straightforward, with the
Department of Veterans Affairs offering support and guidelines to simplify
homeownership for veterans, active-duty service members, and their families. While there
are several steps involved, from determining eligibility to closing on your new home, the VA
loan process is typically quicker and more accessible than other mortgage options,
especially for those with limited credit history or down payment savings.

Below is a detailed breakdown of the steps involved in the VA loan process.

1. Determine Eligibility and Obtain Your Certificate of Eligibility (COE)

The first step in securing a VA home loan is confirming your eligibility. As discussed earlier,
veterans, active-duty service members, and qualifying surviving spouses need to meet
certain service requirements to be eligible for a VA loan.

Once you’ve determined that you meet these requirements, the next step is obtaining your
Certificate of Eligibility (COE). The COE is a document that proves to lenders that you are
eligible for a VA-backed loan. There are three primary ways to get your COE:

o Through the VA eBenefits Portal: Visit the VA eBenefits website and follow the
instructions to apply for your COE.

¢ Requestit through a VA-Approved Lender: Many VA-approved lenders can access
the VA’s system and obtain your COE on your behalf, often within minutes.

e Submit VA Form 26-1880: You can download and fill out VA Form 26-1880, then
mail it to your nearest VA regional office. While this option is slower, itis an
alternative if you prefer not to apply online.

Once you have your COE, you’re ready to proceed to the next step.



2. Pre-Qualification and Pre-Approval

Once you have your COE, the next step is getting pre-qualified for a loan. This is an
informal evaluation where a lender will assess your overall financial situation, including
income, debt, and credit score, to give you a rough estimate of how much home you can
afford. While not mandatory, pre-qualification can give you a clearer picture of your
financial standing.

Pre-approval, on the other hand, is more formal and involves a detailed review of your
financial situation. During pre-approval, the lender will:

e Checkyour credit report

¢ Verify yourincome

¢ Review your employment history
e Look atyour debt-to-income ratio

Once pre-approved, the lender will issue a pre-approval letter stating how much they are
willing to lend you. Having this letter strengthens your position when making an offeron a
home, showing sellers that you are a serious buyer.

3. Finding a VA-Approved Lender

Not all lenders are authorized to issue VA loans, so it’s crucial to work with a VA-approved
lender. VA lenders are familiar with the unique aspects of VA loans and can guide you
through the process more smoothly.

When choosing a lender, consider the following:

¢ Interest Rates: VA loans often have competitive interest rates, butit’s a good idea
to compare rates from multiple lenders to ensure you’re getting the best deal.

¢ Fees and Closing Costs: VA lenders are limited in the types of fees they can charge,
but costs can still vary. Get a breakdown of each lender’s closing costs.

e Customer Service: Aresponsive and experienced lender can make a big difference
in your loan experience. Check reviews and ratings before deciding.

4. Find Your Home and Make an Offer



Once you’ve been pre-approved and found a VA lender, you can start searching for your
new home. It’s important to remember that VA loans are only available for primary
residences, meaning you must intend to live in the home. Investment properties and
vacation homes do not qualify for VA financing.

When you find a home you’re interested in, your real estate agent will help you make an
offer. If the seller accepts your offer, you will enter into a purchase agreement, and the
official loan process begins.

5. VA Appraisal and Underwriting

After your offer is accepted, your lender will order a VA appraisal. This appraisal is required
to ensure that the home meets VA minimum property requirements (MPRs) and that it is
worth the amount you’re borrowing. The appraisal checks for the following:

e Safety: The home must be safe for you and your family to live in.
e Soundness: The structure of the home must be free from significant defects.
e Sanitation: The home must have proper sanitation systems.

In addition to the appraisal, the lender will perform underwriting, which is a more in-depth
review of your finances to ensure that you can afford the loan. Underwriters look at:

¢ Your credit report
e Debt-to-income ratio (typically should not exceed 41%)
e Employment history and income stability

This process can take anywhere from a few days to a few weeks, depending on the
complexity of your financial situation.

6. Closing on Your Home

Once the VA appraisal is completed and the underwriting process is finished, you’re ready
for the final step: closing. During closing, you will sign all necessary documents, including
the mortgage note, and finalize your loan.

At closing, you will also need to pay certain closing costs, although VA loans tend to have
lower closing costs compared to other mortgage options. You can also negotiate with the
seller to cover some of these costs.



The main costs to expect at closing include:

e VA Funding Fee: This fee helps keep the VA loan program running and ranges from
1.4% to 3.6% of the loan amount, depending on your down payment and whether
it’s your first VA loan. (Veterans with service-related disabilities and surviving
spouses may be exempt.)

e« Other Closing Costs: These can include origination fees, appraisal fees, title

insurance, and recording fees. However, the VA caps the amount lenders can charge

in closing costs to protect borrowers.

Once the paperwork is signed and closing costs are paid, you will receive the keys to your

new home!

7. Moving In and Occupancy Requirements

With a VA loan, you are required to occupy the home as your primary residence. In most
cases, you must move into the home within 60 days of closing. However, active-duty

service members deployed away from home may have more flexibility, allowing a spouse or

dependent to occupy the home in your absence.

Summary of the VA Loan Process

Step

1. Obtain COE

2. Pre-Approval

3. Find a VA-Approved
Lender

4. Make an Offer

5. VA Appraisal &
Underwriting

Description
Get your Certificate of Eligibility to confirm VA loan eligibility.

Get pre-approved by a VA lender to know how much home
you can afford.

Work with a lender experienced with VA loans to get the best
terms.

Find a home, make an offer, and enter into a purchase
agreement.

The lender orders an appraisal and reviews your financial
situation.



Step Description

Finalize the loan, pay closing costs, and sign the required

6. Closin
g paperwork.

7. Move In Meet occupancy requirements and enjoy your new home.

The VA loan process is streamlined to make homeownership as accessible as possible for
veterans and service members. By following these steps and working closely with a VA-
approved lender, you can navigate the process smoothly and achieve your homeownership
goals.

Understanding VA Loan Costs
VA Funding Fee

The VA Funding Fee is a one-time fee charged by the VA to help fund the loan program. The
fee can vary based on the type of loan, down payment, and whether it's your first or
subsequent use of a VA loan.

Key Points:

e First-Time VA Loan Users: 2.3% of the loan amount with no down payment, with
reductions if a down payment is made.

e Subsequent VA Loan Users: 3.6% of the loan amount with no down payment.

o Exemptions: Veterans with service-related disabilities and surviving spouses are
exempt from this fee.

Example:

If you're purchasing a home for $300,000 with no down payment, your funding fee would be
$6,900. You have the option to roll this fee into the loan, meaning no upfront payment is
required.

Closing Costs

VA loans often have lower closing costs compared to other types of loans, but there are still
fees to be aware of, including appraisal and loan origination fees.

Key Closing Costs:



e Appraisal Fees: $300 - $500
e Loan Origination Fees: 0.5% - 1% of the loan amount
¢ Title Insurance: $500 - $1,000

Seller Contributions:

You may negotiate with the seller to cover some or all of your closing costs, which can
reduce your upfront costs significantly.

Mortgage Insurance and PMI

Unlike most conventional loans, VA loans do not require private mortgage insurance
(PMI), even if you make no down payment. This can save you hundreds of dollars per month
compared to other loan options.

Cost Breakdown Example

Cost Type Estimated Range

VA Funding Fee 2.3% for first-time users, 3.6% for others
Closing Costs 1-3% of loan amount

Appraisal Fees $300 - $500

Loan Origination Fees 0.5% - 1% of loan amount
Title Insurance Fees $500 - $1,000

PMI N/A (No PMI required for VA loans)

Credit and Income Requirements for VA Loans

Credit Score Requirements

VA loans offer more lenient credit score requirements compared to conventional loans.
While the VA does not impose a strict minimum, most lenders require a minimum credit
score of 580 to 620.



Ways to Improve Your Credit Score:

e Paydown credit card debt: Lowering your credit utilization can significantly
improve your score.

e Avoid new credit inquiries: Applying for new credit can temporarily lower your
score.

o Make timely payments: Keeping a strong history of on-time payments will
strengthen your credit profile.

Debt-to-Income Ratio (DTI)

Lenders use your debt-to-income ratio (DTI) to assess your ability to repay the loan. Most
lenders prefer a DTl of 41% or lower, although some may allow higher ratios with
compensating factors like a larger down payment.

Example:

If your gross monthly income is $5,000 and your monthly debt payments total $1,500, your
DTl is 30%, which is acceptable for most VA lenders.

Income Documentation

Lenders will require income documentation to verify your ability to repay the loan. Typical
documents include:

Required Documents:
« Pay stubs: Recent pay stubs showing steady employment.
¢ Taxreturns: If self-employed, you'll need two years of tax returns.
¢ W-2forms: Verifies your yearly income.

« Bank statements: Showing enough assets for closing costs or reserves.

VA Loan Limits and Funding Fee

VA Loan Limits



There are no loan limits for veterans with full entitlement. However, in high-cost areas or if
you have used part of your entitlement, loan limits may apply.

2024 VA Loan Limits:
e Standard Loan Limit: $726,200 in most areas.

o High-Cost Area Limit: Up to $1,089,300 in areas like Los Angeles or New York.

VA Funding Fee

The VA Funding Fee helps sustain the VA loan program. It varies based on your down
payment and whether you’re using the VA loan for the first time or not.

First-Time VA Loan Users:

e 2.3% with no down payment

¢ 1.65% with a 5% down payment

¢ 1.4% with a 10% down payment
Subsequent VA Loan Users:

e 3.6% with no down payment

e 1.65% with a 5% down payment

e 1.4% with a 10% down payment
Exemptions:

e \eterans with a service-connected disability or surviving spouses are exempt from
the VA funding fee.

VA Loan Refinancing Options
Interest Rate Reduction Refinance Loan (IRRRL)

The Interest Rate Reduction Refinance Loan (IRRRL), also known as a VA Streamline
Refinance, allows homeowners with an existing VA loan to refinance to a lower interest
rate or better terms with minimal documentation.

Key Benefits:



« No appraisal or income verification required
e Lower interest rates compared to your current VA loan

¢ No out-of-pocket costs: Closing costs can be rolled into the loan

VA Cash-Out Refinance Loan

The VA Cash-Out Refinance Loan allows you to tap into your home’s equity, providing

access to cash for home improvements, debt consolidation, or other needs. It also lets you
refinance non-VA loans into a VA loan.

Key Features:
e Access to home equity: Take cash out from your home’s equity.
¢ Norestrictions on the use of funds: Funds can be used for any purpose.

¢ Refinancing non-VA loans: Refinance conventional or FHA loans into VA loans.

When Should You Refinance?
Before refinancing your mortgage, consider the following factors:

Factors to Consider:

o Current Interest Rates: Refinancing is most beneficial when rates are lower than
your current mortgage rate.

¢ Loan Term: Extending your loan term can reduce monthly payments but increase
overall interest.

¢ Home Equity: You need sufficient equity to qualify for a cash-out refinance.

The VA Home Buying Process

Buying a home with a VA loan follows a step-by-step process designed to make
homeownership accessible and straightforward for eligible veterans, active-duty service
members, and their families. The process is similar to other mortgage types but offers
unique benefits that help reduce the financial burden of purchasing a home. Here’s a
detailed look at each step in the VA home buying journey.



Step 1: Get Pre-Qualified and Pre-Approved for a VA Loan
Pre-Qualification

The first step is to get pre-qualified for a VA loan. This is an informal evaluation by a lender
where they review your income, debt, and credit score. It gives you an estimate of how
much home you can afford. Pre-qualification can often be done quickly over the phone or
online and is a useful first step to narrow down your home search.

Pre-Approval

Once pre-qualified, the next step is getting pre-approved. This is a more formal process
where the lender will perform a thorough check of your financial status. They will:

e Review your credit score
e Verify yourincome and employment history
e Checkyour debt-to-income (DTI) ratio

After pre-approval, the lender issues a pre-approval letter, which you can use to show
sellers that you’re a serious buyer. Pre-approval strengthens your position in the
competitive housing market, showing that you’re already vetted by a lender.

Step 2: Find a VA-Approved Lender

Not all lenders offer VA loans, so it's essential to find a VA-approved lender. These lenders
are familiar with the VA loan process and the unique requirements that come with it.

How to Choose the Right Lender:

o Compare interest rates: VA loans usually have lower interest rates, butit’s still wise
to shop around for the best rate.

o Fees and closing costs: VA loans often have lower closing costs, but these fees can
vary by lender. Make sure to get a detailed breakdown of the lender’s fees.

e Customer service: Choosing a lender with experience in VA loans can make the
process much smoother.

Step 3: Start House Hunting



Once pre-approved and connected with a VA-approved lender, you can begin looking for a
home that meets your needs. Remember, VA loans are intended for primary residences
only—they cannot be used to purchase vacation homes or investment properties.

Tips for House Hunting:

o Work with a VA-experienced real estate agent: An agent familiar with VA loans will
know how to navigate the process, ensuring the property meets VA requirements.

e Look for VA-eligible homes: VA loans have minimum property requirements
(MPRs) that homes must meet to qualify. These include safety, structural
soundness, and adequate living conditions.

o Prepare for an appraisal: All VA loans require an appraisal to determine if the
property is worth the price and meets the MPRs.

Step 4: Make an Offer and Negotiate

After finding the perfect home, the next step is to make an offer. Your real estate agent will
help you craft a competitive offer based on the market conditions. If the seller accepts your
offer, you’ll enter into a purchase agreement, which outlines the terms of the sale.

Negotiating with Sellers:

e Seller-paid closing costs: VA loans allow sellers to pay up to 4% of the loan
amount toward the buyer’s closing costs. Negotiating this can reduce your upfront
expenses.

o Contingencies: Your offer should include contingencies, such as passing a VA
appraisal and a home inspection, to protect you as the buyer.

Step 5: VA Appraisal and Underwriting

Once your offer is accepted, the lender will order a VA appraisal. This step ensures that the
property meets the VA’s minimum property requirements (MPRs) and is worth the
agreed-upon purchase price.

VA Appraisal Process:

e The appraiser will evaluate the home’s condition and provide an estimated value.



¢ The home must meet basic health and safety standards, ensuring it’s a suitable
living environment.

If the appraisal comes back lower than the offer price, your options include negotiating with
the seller to lower the price or covering the difference out of pocket.

Underwriting Process:

During underwriting, the lender will review your financial documents in greater detail.
They’ll check your income, debts, and credit one last time to ensure you can repay the
loan.

Step 6: Closing on Your VA Loan

Once the VA appraisal and underwriting are complete, you’re ready for closing. Closing is
when you’ll sign all the necessary paperwork and finalize the loan. After closing, you’ll
officially become the owner of your new home.

What to Expect at Closing:

o VA funding fee: You’ll need to pay the VA funding fee, unless you are exempt. The
fee can be rolled into the loan or paid upfront.

e Closing costs: Although VA loans typically have lower closing costs, you’ll still need
to cover fees like the loan origination fee, title insurance, and recording fees.

+ Final paperwork: You’ll review and sign the mortgage agreement and other
documents required by the lender.

Once all the paperwork is signed, you’ll receive the keys to your new home!

Step 7: Moving In and Meeting Occupancy Requirements

VA loans are intended for primary residences, which means you need to occupy the home
within 60 days of closing. For active-duty service members who may be deployed, the VA
offers flexibility, allowing your spouse or dependent to meet the occupancy requirement.

Key Points:
¢ You must live in the home as your primary residence.

« Exceptions for active-duty members: If you’re on active duty and can’t move in
right away, a spouse or dependent can fulfill the occupancy requirement for you.



Summary of the VA Home Buying Process

1. Get Pre-Qualified and Pre-Approved: Start by determining how much home you
can afford and getting a pre-approval letter from a VA-approved lender.

2. Find a VA-Approved Lender: Work with a lender experienced in VA loans to ensure
a smooth process.

3. House Hunting: Search for homes that meet VA property requirements and fit your
needs.

4. Make an Offer: Once you find a home, work with your real estate agent to make a
competitive offer.

5. Appraisal and Underwriting: The VA will conduct an appraisal, and your lender will
complete the underwriting process.

6. Closing: Finalize the paperwork and pay closing costs, then receive the keys to your
new home.

7. Move In: Meet the occupancy requirements and move into your new home within 60
days of closing.

FAQs About VA Loans

VA loans offer incredible benefits, but many veterans and service members have questions about
how the program works, what is required, and how to take advantage of the benefits. Below are
some of the most common frequently asked questions (FAQs) about VA loans, designed to
clarify important aspects of the loan program.

What are the basic eligibility requirements for a VA loan?

To be eligible for a VA loan, you must be an active-duty service member, veteran, or a member
of the National Guard or Reserves with sufficient service history. In addition, surviving spouses
of veterans may also qualify. You will need to obtain a Certificate of Eligibility (COE) to prove
your eligibility to lenders. You can apply for this certificate through the VA eBenefits portal, by
mail, or through your VA lender.



Can |l use a VA loan more than once?

Yes, you can use a VA loan more than once as long as you still have enough VA loan
entitlement available. If you sell the home and pay off the loan, you can apply for restoration
of entitlement and use the VA loan program again. Even if you haven't fully repaid your original
loan, you may be eligible to use your remaining entitlement to purchase a second home.

What is the VA Funding Fee, and can it be waived?

The VA Funding Fee is a one-time fee that helps fund the VA loan program, ensuring that it
remains available for future generations of veterans. The fee varies depending on whether it’s
your first time using a VA loan and the amount of your down payment. However, veterans with
service-related disabilities and surviving spouses are exempt from paying the VA funding fee.

Do | need to make a down payment for a VA loan?

One of the key benefits of the VA loan program is that it does not require a down payment for
loans up to the conforming loan limit. However, if you're purchasing a home that exceeds the
VA loan limit for your area, you may need to make a down payment to cover the difference.
Making a down payment can also reduce your VA funding fee and potentially lower your
monthly mortgage payments.

What are the minimum credit score requirements for a VA loan?

While the VA does not set a minimum credit score requirement, most VA-approved lenders
require a credit score of at least 580 to 620. Lenders may have stricter requirements depending
on your overall financial situation, including your debt-to-income ratio and employment history.

Can |l use a VA loan to buy an investment property?

No, VA loans are intended for primary residences only. You cannot use a VA loan to buy an
investment property, vacation home, or rental property. The home you purchase with a VA loan
must be your primary residence, and you are typically required to move in within 60 days of
closing.



What is the debt-to-income (DTI) ratio requirement for a VA loan?

The debt-to-income (DTI) ratio is a key factor in determining your ability to repay the loan.
Most lenders prefer a DTI ratio of 41% or less. However, some lenders may allow a higher DTI
if you have compensating factors such as a high credit score, a large down payment, or
significant savings.

Do VA loans have private mortgage insurance (PMI)?

No, VA loans do not require private mortgage insurance (PMI). This is one of the significant
advantages of using a VA loan, as most other loan programs require PMI if the borrower puts
less than 20% down. The VA guarantees a portion of the loan, which eliminates the need for
PMI and can save you hundreds of dollars each month.

How long does it take to close on a VA loan?

The closing time for a VA loan is typically similar to other mortgage types, averaging between
30 to 45 days. However, closing times may vary based on factors such as the lender’s process,
how quickly the VA appraisal is completed, and how fast you submit the required
documentation. Choosing an experienced VA-approved lender can help streamline the process
and ensure you close on time.

Can | refinance a VA loan, and how does it work?

Yes, you can refinance a VA loan through the VA Interest Rate Reduction Refinance Loan
(IRRRL) or the VA Cash-Out Refinance Loan. The IRRRL allows you to refinance an
existing VA loan to a lower interest rate with minimal documentation. The VA Cash-Out
Refinance Loan enables you to access the equity in your home for other financial needs, such as
home improvements or debt consolidation.

Summary of FAQs About VA Loans

Here is a quick summary of some of the most common questions regarding VA loans:



Question Answer

. o . Veterans, active-duty members, Guard/Reserve,
Basic eligibility requirements
and spouses

Can VA loans be used more than once? Yes, if entitlement is available or restored

VA Funding Fee A one-time fee; can be waived for some veterans
Down payment required? Not required for loans within the VA loan limit
Minimum credit score? 580 to 620, depending on the lender

Can VA loans be used for investment

] No, for primary residences only
properties?

DTl requirement 41% or less is preferred by most lenders

Do VA loans require PMI? No PMI required

Typical closing time? 30to 45 days

Refinancing options IRRRL and VA Cash-Out Refinance available

VA Loan Refinancing Options

Refinancing your VA loan can provide significant financial benefits, including lowering your
monthly mortgage payment, reducing your interest rate, or accessing the equity in your
home. The Department of Veterans Affairs (VA) offers two primary refinancing options: the
Interest Rate Reduction Refinance Loan (IRRRL), also known as a VA Streamline
Refinance, and the VA Cash-Out Refinance Loan. Let’s explore each option in detail.

Interest Rate Reduction Refinance Loan (IRRRL)

The Interest Rate Reduction Refinance Loan (IRRRL) is designed to help VA loan holders
refinance their existing mortgage to a lower interest rate. Also known as a VA Streamline
Refinance, the IRRRL process is fast and requires minimal paperwork, making it an
attractive option for veterans who want to reduce their interest rate without the complexity
of a traditional refinance.



Key Features of the IRRRL:

¢« No appraisal orincome verification: The IRRRL does not require an appraisal or
income documentation, making it quick and easy to process.

e« Lower interest rates: The primary goal of the IRRRL is to reduce your interest rate,
which can lower your monthly mortgage payments.

¢ No out-of-pocket costs: Closing costs and fees can often be rolled into the new
loan, meaning there are little to no upfront costs.

e Streamlined process: As the name suggests, the IRRRL is a streamlined process,
allowing veterans to refinance without the hassle of a full credit check or property
appraisal.

Example: If you originally took out a VA loan with a 4.5% interest rate and rates have since
dropped to 3.5%, the IRRRL could lower your monthly payment, saving you thousands over
the life of the loan.

When Should You Consider an IRRRL?
The IRRRL is an excellent option if:
¢ Interest rates have dropped since you took out your original VA loan.

e You want to reduce your monthly mortgage payment without refinancing into a
new loan type.

e You want a quick and simple refinance option that requires minimal paperwork.

For more information on IRRRL requirements, you can visit the VA’s official IRRRL page.

VA Cash-Out Refinance Loan

The VA Cash-Out Refinance Loan allows you to tap into your home’s equity and refinance
your mortgage. This option is ideal for veterans who need access to cash for home
improvements, debt consolidation, or other financial needs. Unlike the IRRRL, the VA
Cash-Out Refinance can be used by veterans with both VA and non-VA loans.

Key Features of the VA Cash-Out Refinance:

e Access to home equity: Borrowers can access up to 100% of their home’s equity in
cash, depending on the lender’s policies.



« Refinance non-VA loans: You can refinance any existing mortgage—whetherit’s a
VA loan, FHA loan, or conventional mortgage—into a VA loan.

 Norestrictions on the use of funds: The money you take out can be used for any
purpose, such as home improvements, paying off high-interest debt, or covering

educational expenses.

Example: If your home is worth $300,000 and you still owe $150,000 on your mortgage, you
may be able to refinance and take out a portion of your home’s equity as cash while

refinancing your remaining mortgage balance.

When Should You Consider a VA Cash-Out Refinance?

The VA Cash-Out Refinance is ideal if:

e You need to access the equity in your home for large expenses like home

renovations, medical bills, or debt consolidation.

¢ You wantto refinance a non-VA loan into a VA loan to take advantage of better

terms and lower interest rates.

e You wantto consolidate high-interest debt into a lower-interest VA loan.

To learn more about the VA Cash-Out Refinance, you can visit the VA’'s Cash-Out Refinance

Loan page.

Comparing VA Refinancing Options

IRRRL (Streamline

Feature i

Refinance)
Appraisal Required? No
Income Verification? No
Purpose Lower interest rate
Can Refinance Non-VA

No

Loans?

Maximum Loan-to-Value

Based on loan balance
(LTV)

VA Cash-Out Refinance
Loan

Yes
Yes

Access home equity

Yes

Up to 100%



IRRRL (Streamline VA Cash-Out Refinance

Feature i

Refinance) Loan
Out-of-Pocket Costs? No (rolled into loan) Possible closing costs
Time to Close 30-45 days 30-45 days

When Should You Refinance Your VA Loan?

Refinancing your VA loan can be a smart financial move, but it’s essential to determine
whether refinancing makes sense for your specific situation. Here are some scenarios
where refinancing might be beneficial:

Lower Interest Rates

If current interest rates are significantly lower than when you initially took out your
mortgage, refinancing can save you money in the long term. Even a 1% decrease in your
interest rate can result in substantial savings over the life of the loan.

Access to Equity

If your home has increased in value since you purchased it, a VA Cash-Out Refinance
can provide access to your home’s equity for major expenses such as home renovations,
medical bills, or even paying off high-interest debt.

Streamlined Process

The IRRRL is a good choice if you’re looking to simplify the refinancing process while
lowering your interest rate. With minimal paperwork and no need for a property appraisal,
the IRRRL can make refinancing quick and hassle-free.

Consolidating Debt

If you have high-interest debt, such as credit card balances or personal loans,
consolidating that debt into a VA loan with a lower interest rate can reduce your monthly
payments and save you money on interest.

VA Refinance Fees and Costs

Refinancing comes with certain costs and fees, although these are typically lower with VA
loans compared to conventional loans. It’s important to understand what fees are involved
and how they may impact your refinancing decision.



Common VA Refinance Fees:

e VA Funding Fee: Like with VA purchase loans, refinancing also incurs a VA funding
fee. For the IRRRL, the funding fee is typically 0.5% of the loan amount. For the VA
Cash-Out Refinance, the fee can range from 2.3% to 3.6% depending on the down
payment and whether it’s your first time using a VA loan.

e Appraisal Fee: Required for the VA Cash-Out Refinance but not for the IRRRL,
typically around $300 to $500.

e Closing Costs: Caninclude loan origination fees, title fees, and recording fees,
typically ranging from 1-3% of the loan amount.

You can roll many of these fees into the loan balance, which means you won’t have to pay
them out-of-pocket at closing. However, this will increase the overall loan amount.

Summary of VA Loan Refinancing Options

Refinancing your VA loan can provide a range of benefits, from lowering your interest rate to
accessing home equity. The two primary VA refinancing options are:

¢ Interest Rate Reduction Refinance Loan (IRRRL): A quick and simple way to lower
your interest rate without the need for an appraisal or income verification.

¢ VA Cash-Out Refinance Loan: Provides access to your home’s equity and allows
you to refinance both VA and non-VA loans.

Carefully consider your financial goals and speak with a VA-approved lender to determine
the best refinancing option for you.

Benefits of Using a VA Loan

VA loans offer numerous advantages that make homeownership more accessible to
veterans, active-duty service members, and their families. Whether you're purchasing a
home, refinancing, or looking for other financial assistance, the VA loan program provides
key benefits that set it apart from conventional loans. Here's a detailed look at the primary
benefits of using a VA loan and how they can help you save money and secure your dream
home.

No Down Payment Required



One of the most significant benefits of a VA loan is that it allows qualified borrowers to
purchase a home with no down payment. While most conventional loans require a down
payment of at least 3% to 20%, the VA loan program allows veterans to finance 100% of the
home’s purchase price.

Key Points:

e No down payment helps veterans get into homes sooner without the need to save
large sums of money upfront.

e This benefitis particularly helpful for first-time homebuyers or those who may not
have accumulated substantial savings.

Example: For a $300,000 home, a conventional loan might require a down payment of
$15,000 (5%), while a VA loan would allow you to purchase the home with $0 down.

No Private Mortgage Insurance (PMl)

Most conventional loans require private mortgage insurance (PMI) if the borrower puts
down less than 20%. PMI can add hundreds of dollars to your monthly mortgage payment.
However, with VA loans, no PMl is required, regardless of the down payment amount.

Benefits of No PMI:

e Lower monthly payments: Without PMI, you can save significant amounts each
month.

¢ More affordable homeownership: This benefit makes it easier for veterans to
afford higher-priced homes or keep their monthly payments lower.

Example: On a conventional loan with less than 20% down, PMI could cost anywhere from
$100 to $300 per month. With a VA loan, that expense is completely eliminated.

Competitive Interest Rates

VA loans typically offer lower interest rates compared to conventional loans. Since the VA
guarantees a portion of the loan, lenders are more willing to offer lower rates. This means
that you’ll pay less over the life of your loan, potentially saving thousands of dollars in
interest.

Reasons for Lower Rates:



e The VA’s guarantee reduces the risk for lenders, allowing them to offer more
competitive rates.

¢ Veterans with strong credit histories can secure even better rates.
Example Rate Comparison:

e VA Loan: 3.25% interest rate

e Conventional Loan: 3.75% interest rate

Over the life of a 30-year loan, this difference in interest rates can lead to significant
savings.

Easier Qualification

VA loans are known for having easier qualification standards compared to conventional
loans. This is especially beneficial for veterans and service members who may have lower
credit scores or higher debt-to-income ratios. Even those with past financial difficulties,
such as bankruptcy or foreclosure, may still qualify for a VA loan under certain
conditions.

Flexible Qualification Criteria:

o Credit scores as low as 580 can often qualify, though many lenders may prefer
higher scores.

e Higher debt-to-income ratios (DTI): VA loans often allow DTl ratios up to 41% or
higher, compared to the stricter 36% limit for many conventional loans.

No Prepayment Penalty

VA loans do not come with a prepayment penalty, which means you can pay off your loan
early without incurring additional fees. This benefit gives veterans the flexibility to make
extra payments on their mortgage or pay off their loan in full ahead of schedule without
worrying about penalties.

Why It Matters:

o Paying off your mortgage early saves on interest costs and helps you become debt-
free faster.

e You have the flexibility to make extra payments whenever your finances allow.



Assumable Loans

VA loans are assumable, which means that if you sell your home, the buyer can take over
your VA loan with its favorable terms—provided they meet the lender’s requirements. This
can be avaluable selling point when marketing your home, especially in an environment
where interest rates may be rising.

How It Works:

¢ The buyer, whether a veteran or a civilian, can assume the loan’s existing interest
rate and payment terms, which could be lower than current market rates.

¢ The new borrower must meet the lender’s credit and income qualifications to
assume the loan.

Financial Flexibility for Refinancing

VA loans offer several refinancing options that provide financial flexibility. Whether you
want to lower your monthly payments, access home equity, or switch from an adjustable-
rate mortgage (ARM) to a fixed-rate mortgage, VA refinancing programs like the IRRRL and
Cash-Out Refinance can help.

VA Refinancing Options:

¢ Interest Rate Reduction Refinance Loan (IRRRL): Also known as the VA Streamline
Refinance, this allows veterans to refinance to a lower interest rate with minimal
paperwork.

« VA Cash-Out Refinance: This option lets you access the equity in your home to
fund renovations, pay off debts, or cover other expenses.

Help for Struggling Borrowers

The VA offers loan assistance programs to help veterans who are struggling to make their
mortgage payments. These programs can help you avoid foreclosure, modify your loan, or
set up a repayment plan. The VA also provides access to loan specialists who can assistin
finding the best solutions for financial difficulties.

Assistance Options:



e Repayment plans: Work with your lender to establish a payment plan to get caught
up on missed payments.

 Loan modifications: Modify the terms of your loan to make it more affordable.

e Foreclosure avoidance: The VA offers options to help veterans avoid foreclosure
through direct assistance from loan technicians.

Summary of VA Loan Benefits
Benefit Description

Purchase a home with zero down payment, saving you upfront
No Down Payment ‘
costs.

No PMI No private mortgage insurance, lowering monthly payments.

Competitive Interest VA loans often come with lower interest rates than conventional
Rates loans.

. L More flexible credit and income requirements compared to
Easier Qualification .
conventional loans.

No Prepayment Penalty Pay off your loan early without incurring any penalties.

VA loans can be assumed by buyers, adding appeal to your
Assumable Loans
home sale.

Options like the IRRRL and Cash-Out Refinance provide

Refinancing Flexibility i -
financial flexibility.

Loan Assistance Support for veterans facing financial difficulties with their VA
Programs loans.

Applying for a VA Loan

The process of applying for a VA loan is straightforward but requires a few unique steps
compared to conventional loans. Veterans, active-duty service members, and eligible
spouses can benefit from the VA loan program by following this structured process. Here’s



a step-by-step guide to help you navigate through applying for a VA loan and ensuring
you’re fully prepared for homeownership.

Step 1: Determine Your Eligibility

Before applying for a VA loan, you must first determine if you're eligible. The Department of
Veterans Affairs sets specific criteria for who can qualify for a VA loan, which includes
active-duty service members, veterans, and some surviving spouses. The eligibility is
generally based on your length of service and type of discharge.

Key Eligibility Requirements:
e Veterans who served during wartime or peacetime.
e Active-duty service members with at least 90 continuous days of service.
« National Guard and Reservists with at least six years of service.

e Surviving spouses of veterans who died in service or due to service-connected
disabilities.

Certificate of Eligibility (COE):

To apply for a VA loan, you’ll need to obtain a Certificate of Eligibility (COE), which proves
to lenders that you meet the VA’s requirements for the loan. You can request a COE in three
ways:

e Through your lender: Most VA-approved lenders can help you obtain your COE
online.

e Online via eBenefits: You can apply directly on the VA’s eBenefits portal.
e By mail: Fill out VA Form 26-1880 and mail it to the VA to receive your COE.

Visit the VA COE page for more information on obtaining a COE.

Step 2: Find a VA-Approved Lender

Not all lenders offer VA loans, so it’s essential to find a VA-approved lender that is familiar
with the VA loan process. These lenders will know how to navigate the requirements and
can ensure you get the full benefit of the VA loan program.

How to Choose a Lender:



e Compare interest rates: While VA loans generally have lower rates, it’s still
important to shop around for the best offer.

e Check lender fees: Closing costs, lender fees, and origination fees can vary widely,
so it’s essential to get multiple quotes.

o Lookfor VA loan specialists: Some lenders specialize in VA loans, making the
process smoother for veterans and service members.

Step 3: Get Pre-Approved

Before you start house hunting, you’ll want to get pre-approved for your VA loan. Pre-
approval gives you an estimate of how much home you can afford and demonstrates to
sellers that you’re a serious buyer.

Pre-Approval Process:

o Submit financial documentation: Lenders will ask for documents like your pay
stubs, tax returns, and credit report to verify your financial situation.

+ Review credit score and DTI: Lenders will assess your credit score and debt-to-
income (DTI) ratio to determine your loan eligibility. Most VA lenders look for a
minimum credit score of 580 to 620, but this can vary by lender.

« Receive pre-approval letter: Once pre-approved, you’ll receive a letter that states
how much the lender is willing to lend you, which you can use to strengthen your
offer when purchasing a home.

Step 4: Start House Hunting

With your pre-approval in hand, you can now begin the exciting process of finding your
home. Keep in mind that VA loans are intended for primary residences only, so the
property must be one that you intend to live in full time.

Tips for Finding the Right Home:

o Work with a VA-experienced real estate agent: An agent who understands VA
loans can help you find homes that meet the VA’s Minimum Property
Requirements (MPRs).

¢ Focus on VA-eligible homes: The home you choose must meet the VA’s safety,
soundness, and livability standards.



o Use your pre-approval as leverage: A pre-approval letter shows sellers that you’re
financially capable of buying the home, giving you an edge in a competitive market.

Step 5: Make an Offer

Once you’ve found the right home, it’s time to make an offer. Your real estate agent will help
you negotiate the terms of the offer, including the purchase price and any seller
contributions toward closing costs.

Negotiating with Sellers:

o Seller concessions: VA loans allow sellers to pay up to 4% of the loan amount
toward closing costs. This can significantly reduce your out-of-pocket expenses.

e Contingencies: Make sure your offer includes contingencies for the VA appraisal
and home inspection, which protect you as a buyer.

Step 6: VA Appraisal and Underwriting

After your offer is accepted, your lender will order a VA appraisal to determine the value of
the property and ensure it meets the VA’s Minimum Property Requirements (MPRs).

VA Appraisal Process:
o The appraiser will evaluate the home’s condition to ensure it’s safe and livable.

¢ The home must meet the MPRs, which include adequate roofing, safe electrical
systems, and proper water supply.

Underwriting:

During underwriting, the lender will verify your income, debts, and credit one last time to
ensure you meet the requirements for the VA loan. They will also review the results of the
VA appraisal to ensure the home’s value aligns with the loan amount.

Step 7: Close on Your VA Loan

Once the appraisal and underwriting are complete, you’ll move to the closing phase,
where you’ll sign the final paperwork and officially become a homeowner.

Closing Details:



e Review the Closing Disclosure: This document outlines the final terms of your
loan, including the interest rate, loan amount, and closing costs.

o Paythe VA funding fee: If applicable, you’ll pay the VA funding fee at closing (or roll
itinto the loan amount).

o Signthe final documents: You’ll sigh the mortgage agreement, loan documents,
and other necessary paperwork before receiving the keys to your new home.

Step 8: Move In and Meet Occupancy Requirements

VA loans are designed for primary residences, which means you’ll need to move into the
home within 60 days of closing. If you’re on active duty and deployed, your spouse or
dependent can meet this requirement on your behalf.

Summary of the VA Loan Application Process
Step Description

Obtain a Certificate of Eligibility (COE) through the VA or your

Determine Eligibility
lender.

Find a VA-Approved

Choose a lender experienced with VA loans and compare rates.
Lender

Submit your financial documents and get pre-approved for a
Get Pre-Approved l
oan.

. Work with a VA-experienced agent to find a home that meets VA
House Hunting
standards.

Negotiate the terms of the sale, including seller concessions and

Make an Offer . .
contingencies.
Appraisal and The lender orders a VA appraisal, and underwriting verifies your
Underwriting financial information.
. Sign the final paperwork and pay the closing costs or roll them
Closing

into the loan.



Step Description

Meet the occupancy requirement by moving in within 60 days of
closing.

Move In

VA Loan Limits and Funding Fees

When using a VA loan, it’s essential to understand the concepts of loan limits and funding
fees, as they play a significant role in how much you can borrow and the overall cost of
your loan. VA loan limits determine the maximum amount you can borrow without making a
down payment, while the VA funding fee helps keep the program self-sustaining without
requiring taxpayer dollars. Let’s explore these two elements in detail.

VA Loan Limits

As of 2020, VA loan limits no longer apply to most borrowers with full entitlement. This
means qualified veterans can borrow as much as their lender is willing to lend, without the
need for a down payment, as long as they have full entitlement available. However, for
veterans with reduced or partial entitlement, VA loan limits may still apply.

How VA Loan Limits Work:

¢ Full Entitlement: If you have full VA loan entitlement, there are no limits on the size
of the loan you can take out, provided you qualify with your lender.

o Partial Entitlement: If you have an active VA loan or have not restored your full
entitlement after selling a previous home, the VA loan limits will apply. In these
cases, you may need to make a down payment if the loan exceeds the local loan
limit.

For veterans with partial entitlement, the loan limit is based on the conforming loan limits
set by the Federal Housing Finance Agency (FHFA). These limits vary by county due to

differences in housing prices. In high-cost areas, loan limits may be higher than the
national baseline.

Example of VA Loan Limits for 2024:
« Standard loan limit: $726,200

e High-cost areas: Up to $1,089,300 (varies by county)



You can check the specific VA loan limits for your area using the VA loan limit lookup tool.

VA Funding Fees

The VA funding fee is a one-time fee paid by veterans or service members when they take
out a VA loan. This fee helps reduce the cost of the VA loan program for taxpayers and
allows it to continue providing loan guarantees for future generations of veterans. The
funding fee is a percentage of the loan amount and can be paid upfront or rolled into the
loan.

VA Funding Fee Rates:
The amount of the VA funding fee depends on several factors, including:

o First-time use vs. subsequent use: The fee is lower for first-time homebuyers and
higher for veterans who have used their VA loan benefit previously.

« Down payment amount: The funding fee decreases if you make a larger down
payment (5% or more).

o Type of loan: Funding fees vary based on whether it’s a purchase loan, IRRRL, or
Cash-Out Refinance.

2024 VA Funding Fee Chart:

Loan Type Down Payment First-Time Use Subsequent Use
Purchase Loan None 2.15% 3.3%

Purchase Loan 5% or more 1.5% 1.5%

Purchase Loan 10% ormore  1.25% 1.25%

IRRRL (VA Streamline Refinance) N/A 0.5% 0.5%

Cash-Out Refinance N/A 2.15% 3.3%

Who is Exempt from the VA Funding Fee?

Some veterans and service members are exempt from paying the VA funding fee. You may
qualify for an exemption if:

¢ Youreceive VA disability compensation for a service-connected disability.



e You are a surviving spouse of a veteran who died in service or from a service-
connected disability.

e You have a proposed or memorandum rating that states you’re eligible to receive
VA disability compensation.

It’s important to notify your lender if you believe you qualify for an exemption from the
funding fee, as this can save you thousands of dollars on your VA loan.

Can the Funding Fee Be Financed?

Yes, the VA funding fee can be rolled into your loan amount instead of being paid upfront.
This can reduce your out-of-pocket costs at closing. However, financing the fee increases
the overall loan amount and the total interest paid over the life of the loan. You should
weigh the benefits of financing the fee versus paying it upfront to decide what’s best for
your financial situation.

How to Calculate Your VA Funding Fee

To calculate your VA funding fee, you’ll need to know the loan amount, down payment
percentage, and whether it’s your first time using your VA loan benefit. Here’s an example
of how to calculate the fee:

Example:
e Loan amount: $300,000
o First-time use: Yes
¢ Down payment: None
¢ Funding fee percentage: 2.15%

Calculation:
$300,000 x 2.15% = $6,450

In this case, the borrower would either pay $6,450 upfront at closing or roll it into the loan.

Summary of VA Loan Limits and Funding Fees



Topic Details

L. No limits for borrowers with full entitlement; limits apply for
VA Loan Limits ) .
partial entitlement.

2024 Loan Limits $726,200 for most areas; higher limits in high-cost areas.

. One-time fee; amount varies based on loan type, down payment,
VA Funding Fee
and loan usage.

Funding Fee Veterans with service-connected disabilities, surviving spouses,
Exemptions and others.

Financing the Funding .
E The fee can be rolled into the loan to reduce upfront costs.
ee

Types of VA Loans

The VA loan program offers various loan types to accommodate different financial needs
and homeownership goals for veterans, active-duty service members, and their families.
Understanding the different types of VA loans can help you choose the right option for
buying, refinancing, or even improving your home. Let’s dive into the primary VA loan types
and how each can benefit you.

VA Purchase Loans

VA Purchase Loans are the most common type of VA loan, used to buy ahome as a
primary residence. With this loan, eligible veterans and service members can purchase a
home without a down payment, often with more favorable terms than traditional mortgage
loans. VA Purchase Loans can be used to:

¢ Buy an existing home (single-family, condo, or townhouse)
e Build anew home

e Purchase and improve a home



Simultaneously buy and improve a home using a VA Renovation Loan

Key Benefits of VA Purchase Loans:

No down payment required for most loans (unless the purchase price exceeds the
county loan limit).

No private mortgage insurance (PMI) is required, reducing monthly payments.
Competitive interest rates, often lower than conventional loans.

Easier qualification standards compared to conventional mortgages.

To get started with a VA Purchase Loan, you’ll need to secure a Certificate of Eligibility
(COE) and work with a VA-approved lender. You can find more information on VA Purchase
Loans on the VA's official website.

VA Interest Rate Reduction Refinance Loan (IRRRL)

The VA Interest Rate Reduction Refinance Loan (IRRRL), also known as a VA Streamline
Refinance, is designed to help current VA loan holders reduce their interest rate and
lower their monthly mortgage payments. The IRRRL is a quick and straightforward

refinancing option that requires minimal paperwork, no income verification, and no
property appraisal.

Key Benefits of the IRRRL:

Lower interest rates: The primary goal of the IRRRL is to reduce your interest rate.

Streamlined process: With no appraisal or income verification, the IRRRL is easier
to qualify for than traditional refinancing.

No out-of-pocket costs: Most of the closing costs and fees can be rolled into the
new loan, so there are little to no upfront expenses.

No credit score requirements: Since the loan is only refinancing an existing VA
loan, credit score requirements are minimal.

The IRRRL is a great option for veterans who want to lower their interest rate or transition
from an adjustable-rate mortgage (ARM) to a fixed-rate mortgage without the hassle of a full
refinancing process. Visit the VA IRRRL page for more details.



VA Cash-Out Refinance Loan

The VA Cash-Out Refinance Loan allows veterans to refinance their mortgage and access
the equity in their home for various financial needs, such as debt consolidation, home
improvements, or education costs. Unlike the IRRRL, the Cash-Out Refinance Loan can be
used by veterans with both VA and non-VA loans.

Key Benefits of VA Cash-Out Refinance Loans:

e Access up to 100% of your home’s equity: Depending on the lender’s policies,
veterans can refinance and receive cash based on their home’s current value.

« Refinance non-VA loans: Veterans with conventional, FHA, or USDA loans can
refinance into a VA loan.

 Norestrictions on the use of funds: The cash you receive can be used for any
purpose, from paying off high-interest debt to funding home improvements.

This loan is ideal for veterans who have built up equity in their homes and need access to

cash for major expenses. Learn more about the VA Cash-Out Refinance Loan at the VA's
official website.

VA Renovation Loans

The VA Renovation Loan allows veterans to buy and improve a home with a single loan. It
combines the purchase of a home with the cost of repairs or upgrades, making it easier to
finance a property that requires work.

Key Benefits of VA Renovation Loans:

e Single loan for purchase and improvements: No need to take out separate loans
for the home purchase and renovations.

¢ Competitive VA loan terms: Veterans can benefit from the same VA loan
advantages, such as no down payment and no PMI.

¢ Flexible home improvement options: The renovation loan can be used for a wide
range of repairs, from minor cosmetic changes to major structural upgrades.

VA Renovation Loans are a great option for veterans who want to purchase a home that
needs some repairs or who wish to upgrade their current home.



VA Energy Efficient Mortgage (EEM)

The VA Energy Efficient Mortgage (EEM) allows veterans to finance energy-efficient
improvements to their homes. This loan can be used to cover the cost of upgrades like
solar panels, new windows, and insulation, which can lower your energy bills and increase
the home’s overall value.

Key Benefits of VA EEM:

« Finance energy-efficient improvements: Veterans can add the cost of approved
energy-efficient upgrades to their VA loan.

e Lower energy costs: The upgrades can result in significant long-term savings on
utility bills.

¢ Increase home value: Energy-efficient homes often have higher resale values.

The EEM can be added to both new VA Purchase Loans and VA Refinance Loans, making it
a flexible option for veterans looking to improve their homes' energy efficiency.

Native American Direct Loan (NADL)

The Native American Direct Loan (NADL) program helps Native American veterans and
their families buy, build, or improve homes on federal trust land. Unlike other VA loans, the
NADL is a direct loan from the VA, meaning the VA is the lender, not a private institution.

Key Features of NADL:
¢ No down payment: Veterans can finance 100% of the home’s purchase price.
e Low interest rates: The VA offers competitive rates for NADL borrowers.

e No private mortgage insurance (PMI): Like other VA loans, NADL loans do not
require PMI, reducing monthly payments.

To qualify for the NADL program, veterans must be members of a federally recognized
Native American tribe and live on federal trust land. Visit the VA NADL page for more
information.



Summary of VA Loan Types

Loan Type

VA Purchase Loan

VA IRRRL (Streamline
Refinance)

VA Cash-Out Refinance
Loan

VA Renovation Loan

VA Energy Efficient
Mortgage

Native American Direct
Loan

Key Benefits

Buy a home with no down payment, no PMI, and
competitive rates.

Refinance an existing VA loan with minimal paperwork and
lower rates.

Access home equity for any purpose, refinance non-VA
loans.

Combine home purchase and renovation costs into one
loan.

Finance energy-efficient improvements to reduce utility
costs.

Direct loan from the VA for Native American veterans on
federal trust land.

VA Loan Closing Costs

When purchasing a home or refinancing with a VA loan, there are certain closing costs that

you should be aware of. While VA loans come with several benefits, such as no down

payment and no private mortgage insurance (PMl), you are still responsible for paying
typical closing costs associated with the loan. However, VA loans do offer some flexibility in

how these costs can be paid, making homeownership more affordable for veterans.

What Are Closing Costs?

Closing costs refer to the fees and expenses that buyers and sellers must pay when

finalizing a home purchase or refinance. These costs cover services like home appraisals,

loan origination, title insurance, and other administrative tasks required to complete the

mortgage process.

Common VA Loan Closing Costs Include:



e VA Funding Fee: A one-time fee that helps keep the VA loan program running. The
amount varies depending on the loan type and whether it’s your first time using a VA
loan.

o Loan Origination Fee: A fee charged by the lender for processing your loan, typically
around 1% of the loan amount.

e Appraisal Fee: VA requires a home appraisal to ensure the home meets their
standards. Appraisal fees range from $300 to $500, depending on the location.

+ Title Fees: These include the cost of a title search and title insurance, which
protect against disputes over the property’s ownership.

o Credit Report Fee: Lenders will pull your credit report to evaluate your
creditworthiness, typically costing $30 to $50.

o Recording Fees: This fee is charged to officially record the sale with the local
government. Recording fees vary by state and locality.

How Much Are Closing Costs?

On average, VA loan closing costs range from 3% to 5% of the loan amount. For example,
on a $300,000 loan, closing costs could range between $9,000 and $15,000. It’s important
to note that closing costs can vary based on several factors, including your lender, the
location of the property, and the specifics of your loan.

Example Breakdown of VA Loan Closing Costs for a $300,000 Loan:
Cost Item Estimated Amount

VA Funding Fee (First-Time) $6,450 (2.15% of loan)

Appraisal Fee $500

Title Insurance $1,200

Loan Origination Fee $3,000 (1% of loan)
Credit Report Fee $35

Recording Fee $150

Total Estimated Costs $11,335



How to Reduce Closing Costs

The VA loan program offers several ways to reduce or even eliminate some of the closing
costs associated with your loan. These options can help make homeownership more
affordable and ensure you don’t pay more out-of-pocket than necessary.

1. Seller Concessions

Sellers are allowed to pay up to 4% of the loan amount toward your closing costs and other
expenses. This can include fees such as the VA funding fee, prepaid property taxes,
insurance, and more. Negotiating for seller concessions can significantly reduce your out-
of-pocket expenses at closing.

2. Lender Credits

Many VA lenders offer lender credits, which allow you to offset some or all of the closing
costs by accepting a slightly higher interest rate. While this can reduce your upfront costs,
it’s important to weigh the long-term financial impact, as a higher interest rate will result in
higher monthly payments.

3. Rolling Costs Into the Loan

In some cases, you may be able to roll certain closing costs into your loan, such as the VA
funding fee. This means you won’t need to pay these costs upfront at closing, but it will
increase the total loan amount, which can lead to higher monthly payments and more
interest paid over the life of the loan.

4. No Origination Fee Loans

Some lenders offer no origination fee loans, which eliminate the cost of processing the
loan. While this can reduce your closing costs, it may come with other trade-offs, such as a
slightly higher interest rate or additional fees elsewhere in the loan.

VA Funding Fee Exemptions

Veterans and service members with service-connected disabilities may be exempt from
paying the VA funding fee. Additionally, surviving spouses of veterans who died in service
or due to a service-connected disability are also exempt from the funding fee.



If you believe you qualify for a funding fee exemption, make sure to notify your lender during
the loan application process. The exemption could save you thousands of dollars at
closing.

Can Closing Costs Be Financed?

In some cases, VA loan borrowers can finance certain closing costs into their loan,
particularly the VA funding fee. Financing these costs can help you avoid large upfront
payments at closing, but it will increase your overall loan amount. Be sure to discuss with
your lender whether financing closing costs makes sense for your financial situation.

Summary of VA Loan Closing Costs
Closing Cost Details
VA Funding Fee A one-time fee that can vary based on loan type and down payment.

Loan Origination .
Typically around 1% of the loan amount.

Fee
Appraisal Fee Required for VA loans, usually between $300 and $500.
Title Fees Includes title insurance and title search costs.

Credit Report Fee A small fee to pull your credit report, usually around $30-$50.
Recording Fees Fees to record the sale with local authorities, varying by location.
Total Closing Costs Typically range from 3% to 5% of the loan amount.

Reducing Closing Options include seller concessions, lender credits, and rolling costs
Costs into the loan.

Funding Fee Veterans with service-connected disabilities and surviving spouses
Exemptions may be exempt from the VA funding fee.



VA Loan Entitlement and Restoration

The concept of VA loan entitlement is crucial to understanding how much you can borrow
and how the VA loan benefit works. Your entitlement refers to the amount of the loan that
the Department of Veterans Affairs will guarantee, and it plays a significant role in
determining your borrowing power. Additionally, if you've used a VA loan before and want to
use your VA benefit again, you'll need to understand how VA loan restoration works. This
section will explain what entitlement is, how it's calculated, and the steps to restore your
VA loan benefits after you've used them.

What is VA Loan Entitlement?

VA loan entitlement is essentially the amount that the VA guarantees to lenders if you
default on your loan. This guarantee reduces the lender's risk and allows them to offer
better loan terms, such as no down payment, lower interest rates, and no private mortgage
insurance (PMI). There are two types of entitlement: basic entitlement and bonus
entitlement (also known as secondary entitlement).

Basic Entitlement:

e $36,000: The basic entitlement guarantees up to $36,000, or 25% of the loan
amount, whichever is less.

¢ No down payment required: This basic entitlement allows you to borrow up to
$144,000 without a down payment.

e Ifyourloan exceeds $144,000, the bonus entitlement comes into play.
Bonus Entitlement (Secondary Entitlement):

e Bonus entitlement applies to loans that exceed $144,000, which is typical in today’s
housing market. The VA guarantees 25% of the conforming loan limit set by the
Federal Housing Finance Agency (FHFA).

e For 2024, the conforming loan limit is $726,200 in most areas. In high-cost areas,
the limit can be higher.

e This means veterans can purchase a home with no down payment on loans up to
$726,200, depending on the lender’s policies.

For more information on entitlement, check out the VA's official page on VA Loan
Entitlement.



How to Use VA Loan Entitlement

Your VA loan entitlement can be used for a wide range of home financing options,
including purchasing your first home, refinancing an existing mortgage, or even building a
home. Here's how entitlement typically works for VA loans:

e First-time homebuyers: When you purchase your first home using a VA loan, you
are using your basic entitlement. If the loan amount is higher than $144,000, your
bonus entitlement will cover the additional amount.

 Refinancing: You can use your entitlement to refinance your existing VA loan
through the VA IRRRL (Interest Rate Reduction Refinance Loan) or to access equity
with a VA Cash-Out Refinance Loan.

e Subsequent use: If you have already used your VA loan benefit, you can still use
your entitlement again, but it may be subject to certain conditions, such as partial
entitlement or restoration requirements.

What Happens if You Use Your VA Entitlement?

When you use your VA entitlement to purchase a home, part or all of your entitlement is
tied up in that loan. However, you can reuse your VA entitlement under certain conditions,
even if you still have an outstanding VA loan. The key is understanding partial entitlement
and how it impacts your future borrowing ability.

Partial Entitlement:

If you still have an active VA loan, you may not have your full entitlement available for a
new loan. However, you can still use your remaining entitlement (partial entitlement) to
purchase a second home or refinance your current VA loan. With partial entitlement, you
may be required to make a down payment if the loan exceeds the county loan limit.

Example of Partial Entitlement:
e You buy a home with a VA loan for $200,000, using your entitlement.
e Later, you want to buy another home for $300,000 without selling the first home.

o Ifyou still have remaining entitlement available, you can use it for the second home
but may need to make a down payment if the loan exceeds the VA guarantee.



Restoring VA Loan Entitlement

If you've paid off your VA loan or sold the home secured by the VA loan, you can apply to
have your full entitlement restored, allowing you to use your VA benefit again. Restoration
is important if you plan to purchase another home using a VA loan or refinance.

How to Restore VA Loan Entitlement:

1. Sell your home: If you sell your home and pay off your existing VA loan in full, you
can apply for full entitlement restoration.

2. Pay off the loan: If you've paid off your loan, even if you didn't sell the property, you
can apply for entitlement restoration.

3. One-time restoration: The VA allows a one-time restoration of entitlement if you
still own the home and have paid off the loan but wish to use your VA benefit for
another home.

To request entitlement restoration, veterans must submit VA Form 26-1880, the same form
used to obtain a Certificate of Eligibility (COE). You can learn more about the restoration
process on the VA’s Entitlement Restoration page.

Can You Have Two VA Loans at the Same Time?

Yes, itis possible to have two VA loans at the same time, provided you have sufficient
remaining entitlement and meet the lender's qualifications. This situation typically occurs
when a veteran purchases a new home due to relocation but keeps their original home as a
rental or second property.

How It Works:

e Primaryresidence requirement: VA loans are intended for primary residences,
but you can use remaining entitlement to buy a second primary residence if you
move due to work or family circumstances.

¢ Down payment: If the loan amount on the second home exceeds your remaining
entitlement, you may need to make a down payment to cover the difference.

Summary of VA Loan Entitlement and Restoration



Topic Details
Basic Entitlement $36,000 covers loans up to $144,000 without a down payment.

Applies to loans exceeding $144,000; covers 25% of the
conforming loan limit.

Bonus Entitlement

. . Available if you have an existing VA loan; may require a down
Partial Entitlement

payment.
Entitlement Full entitlement can be restored by selling the home or paying off
Restoration the loan.

One-Time Restoration VA allows a one-time restoration even if the home is not sold.

Possible with sufficient remaining entitlement, may require a
Two VA Loans at Once
down payment.

VA Loan Property Requirements

One of the key advantages of using a VA loan is that it allows veterans and active-duty
service members to buy a home with no down payment. However, the home you purchase
must meet certain Minimum Property Requirements (MPRs) set by the Department of
Veterans Affairs. These requirements ensure that the property is safe, sound, and suitable
for you and your family to live in.

In this section, we’ll go over what the VA’s property standards entail, why they matter, and
how they can affect your homebuying process.

What Are VA Minimum Property Requirements (MPRs)?

The VA’'s Minimum Property Requirements (MPRs) are a set of guidelines that every home
financed with a VA loan must meet. These standards ensure that the home is safe for you
and your family to live in and that it will remain habitable for the foreseeable future. The
MPRs cover various aspects of the home’s condition, from its structure to its systems, to
prevent veterans from purchasing properties that may need extensive repairs or present
health and safety hazards.

Key VA Property Requirements:



Safe and livable: The home must be safe, structurally sound, and sanitary.

Adequate roof: The roof must be in good condition and have a reasonable
remaining life expectancy.

Sufficient space: There must be enough space for living, sleeping, cooking, and
dining.
Proper water and sewage systems: The property must have a safe and functional

water supply, plumbing, and sewage system.

Safe electrical systems: Electrical wiring and systems must be safe and up to
code.

Heating: The home must have adequate heating to ensure a comfortable living
environment during colder months.

No termite damage: The home must be free from active termite infestation or other
wood-destroying pests.

No lead-based paint: Homes built before 1978 must be inspected for lead-based
paint hazards.

These property standards protect veterans from purchasing homes with significant defects

or hazards that could require costly repairs.

VA Appraisal and Its Role

As part of the VA loan process, an independent VA appraisal is required to determine the

home’s value and ensure it meets the VA’'s MPRs. This appraisal is not a full home

inspection, but it does assess whether the property is safe, sound, and livable according to
the VA’s standards.

Key Elements of the VA Appraisal:

Property valuation: The appraiser determines whether the home is worth the loan
amount by comparing it to similar properties in the area.

MPR compliance: The appraiser checks to see if the property meets the VA’s
Minimum Property Requirements.

Repair recommendations: If the home does not meet MPRs, the appraiser may list
required repairs that need to be completed before the loan can be approved.



The VA appraisal protects both the borrower and the lender by ensuring that the property is
a good investment and that it meets the VA’s safety and livability standards.

Common VA Loan Property Requirement Issues

While many homes meet the VA’s MPRs without issue, there are certain property types and
situations that may present challenges during the VA appraisal process. Knowing what to
expect can help you avoid delays or unexpected expenses.

Common Issues That May Cause VA Loan Delays:

¢ Roof repairs: If the roof is in poor condition, the appraiser may require it to be
repaired or replaced.

 Termite infestation: Homes with evidence of termite damage will need to be
treated and repaired before the loan can be approved.

e Peeling paint: Homes built before 1978 must be free from lead-based paint
hazards. If peeling paint is found, it will need to be removed or repaired.

¢ Non-permitted additions: If the home has additions that were not permitted or do
not meet local building codes, these will need to be addressed.

e Water damage or mold: Homes with significant water damage or mold issues will
need repairs to make the property safe and livable.

Property Types Eligible for VA Loans

The VA loan program can be used to finance various types of properties, but there are some
limitations. The VA’s primary requirement is that the home must be used as your primary
residence. Here’s a breakdown of the property types that are typically eligible for VA loans:

Eligible Property Types:
¢ Single-family homes: Most common type of home financed with a VA loan.

¢ Condominiums: Condos must be in a VA-approved development. You can search
for VA-approved condos on the VA's condo search tool.

e Townhouses: Similar to single-family homes, but with shared walls. Townhouses
are eligible as long as they meet the VA’'s MPRs.


https://www.benefits.va.gov/homeloans/

e Multi-family homes (2-4 units): Veterans can use VA loans to buy multi-family
homes, as long as they live in one of the units as their primary residence.

o New construction homes: VA loans can be used to finance the construction of a
new home, but the builder must provide a one-year warranty and the home must
meet VA MPRs.

Ineligible Property Types:

¢ Investment properties: VA loans are for primary residences only, so investment
properties or homes that will not be occupied by the borrower are not eligible.

e Vacation homes: The VA loan cannot be used to purchase a second home or
vacation property.

e Co-ops: Cooperative housing is not eligible for VA financing.

VA Loan Repairs and Escrow Holdbacks

If the home you’re purchasing does not meet the VA’s MPRs, you may still be able to move
forward with the purchase by making the necessary repairs. In some cases, sellers may
agree to make repairs before closing, or you can set up an escrow holdback to cover the
cost of repairs after the loan closes.

How Escrow Holdbacks Work:

¢ Funds held for repairs: A portion of the loan amount s held in escrow until the
required repairs are completed.

« Timeline for repairs: Repairs typically need to be completed within 90 days of
closing.

o Post-repair inspection: Once repairs are finished, the property will be re-inspected
to ensure it meets VA standards.

Summary of VA Loan Property Requirements
Requirement Details
Safe and Livable Home must be safe, structurally sound, and suitable for living.

Roof and Heating Adequate roof and heating systems are required.



Requirement Details

Water and Electrical Must have safe and functional plumbing, electrical, and sewage
Systems systems.

VA Appraisal Determines the home’s value and ensures it meets VA MPRs.

. Includes single-family homes, condos, townhouses, and multi-
Eligible Property Types . i
family homes (2-4 units).
Ineligible Properties Includes investment properties, vacation homes, and co-ops.

Peeling paint, roof damage, termite infestations, and water
damage are common concerns.

Common Issues

VA Loan Occupancy Requirements

One of the key components of the VA loan program is the occupancy requirement, which
ensures that VA loans are used primarily for owner-occupied residences. This
requirement helps guarantee that VA loans serve their intended purpose of providing
housing for veterans and active-duty service members. While the VA loan program is
flexible in many ways, it does have specific rules regarding who must live in the home and
when.

What Are VA Loan Occupancy Requirements?

The occupancy requirement mandates that the borrower (veteran, service member, or
eligible surviving spouse) must live in the home they purchase with a VA loan as their
primary residence. The goal is to ensure that VA loans are used to finance homes that
borrowers will actually live in, rather than being used for investment properties or vacation
homes.

Key Elements of the VA Occupancy Requirement:
¢ The home must be your primary residence (the place you live most of the time).

¢ You must move into the home within a specific period after closing, typically within
60 days.

e Active-duty service members may have their spouse fulfill the occupancy
requirement if the service member is deployed.



Move-In Timeframe

When you use a VA loan to buy a home, you are generally required to move into the home
within 60 days of closing. This is to ensure that the home becomes your primary residence
as soon as possible. However, there are some exceptions to this rule, particularly for
active-duty service members and veterans with specific circumstances.

Exceptions to the 60-Day Move-In Requirement:

¢ Active-duty service members: If you are deployed or stationed elsewhere, your
spouse or dependent may satisfy the occupancy requirement by moving into the
home on your behalf.

o Extended move-in time: In certain cases, such as a permanent change of station
(PCS) or upcoming deployment, the VA may allow up to 12 months to fulfill the
occupancy requirement. You’ll need to work with your lender and provide
documentation explaining the situation.

What is a Primary Residence?

The VA loan program is strictly for purchasing primary residences, not for investment
properties or second homes. A primary residence is defined as the place where you live
the majority of the year.

Criteria for a Primary Residence:
¢ You must occupy the home for the majority of the year.

¢ You cannot use a VA loan to purchase a vacation home or a rental property unless
you plan to live in one of the units of a multi-family home.

Can You Have Two VA Loans at the Same Time?

While VA loans are primarily for primary residences, it is possible to have more than one
VA loan at a time under certain circumstances. For example, if you have already purchased
a home with a VA loan but need to relocate for work or military service, you may be eligible
to use your remaining VA loan entitlement to purchase another primary residence.

When Can You Have Two VA Loans?



¢ Relocation for work or military service: If you heed to move to a new location, you
can use a VA loan to purchase another home, even if you still have an active VA loan
onyour first home.

¢ Multi-family homes: If you purchase a multi-family property (such as a duplex or
triplex), you can rent out the other units while living in one unit as your primary
residence.

Keep in mind that partial entitlement may apply, and you may need to make a down
payment if the new loan amount exceeds your remaining entitlement.

VA Occupancy Requirement for Refinancing

If you’re refinancing an existing VA loan, the occupancy requirement still applies, but the
rules are a bit more flexible. For example, if you’re refinancing using a VA Interest Rate
Reduction Refinance Loan (IRRRL), you don’t necessarily need to occupy the property at
the time of the refinance. However, you must certify that you previously lived in the home
as your primary residence.

Key Points for VA Refinancing:

o VAIRRRL (Streamline Refinance): You do not need to occupy the home at the time
of refinancing, but you must have lived in the home as your primary residence at
some point.

¢ VA Cash-Out Refinance: You must occupy the home as your primary residence if
you are using a VA Cash-Out Refinance.

How to Prove Occupancy

When applying for a VA loan, you will need to certify your intent to occupy the home as
your primary residence. This is typically done by signing a VA Occupancy Certification
document, which is part of the loan application process.

Ways to Prove Occupancy:

o Utility bills: Providing copies of utility bills with your name and the property
address.

o Driver’s license: Updating your driver’s license or state ID to reflect your new
address.



¢ Mail forwarding: Showing evidence that you’ve set up mail forwarding to your new
address.

Penalties for Violating VA Loan Occupancy Rules

It’s important to understand that falsifying occupancy to obtain a VA loan can lead to
serious consequences. If you misrepresent your intent to occupy the property as your
primary residence, the VA could impose penalties, including:

e Repayment of the loan guarantee: The VA may require you to repay the
government’s guarantee on your loan.

¢ Denial of future VA loans: You may be disqualified from using the VA loan program
in the future.

It’s crucial to be honest and transparent about your intentions regarding occupancy to
avoid these potential penalties.

Summary of VA Loan Occupancy Requirements

Requirement Details
Primary Residence The home must be your primary residence; no vacation homes
Requirement or investment properties.

. You must typically move into the home within 60 days of
Move-In Timeframe losing
closing.

Exceptions for Active-  Spouses can fulfill the occupancy requirement during
Duty deployment.

You can have two VA loans at the same time under certain
Two VA Loans .
circumstances.

Occupancy requirements are more flexible for refinancing,

Refinancin
g especially with a VA IRRRL.

Occupancy can be proven with utility bills, driver’s license
Proof of Occupancy .
updates, and other documentation.



VA Loan Funding Fees

The VA funding fee is an essential part of the VA loan process, helping to keep the program
self-sustaining without relying on taxpayer dollars. This one-time fee is paid by most
veterans, service members, and eligible surviving spouses when they purchase or
refinance a home using a VA loan. The amount of the funding fee can vary based on several
factors, including whether it’s your first time using a VA loan and how much of a down
payment you make.

In this section, we’ll explore the details of the VA funding fee, how it’s calculated, and who
may qualify for an exemption.

What is the VA Funding Fee?

The VA funding fee is a one-time payment that the VA requires on most VA loans. It’s
intended to offset the cost of the loan program, allowing the VA to continue offering
affordable loan options to future generations of veterans without additional taxpayer
funding.

The VA funding fee is typically 2.15% of the loan amount for first-time use with no down
payment. For subsequent use, the fee increases to 3.3%, though it can be lower if you
make a down payment.

Key Features of the VA Funding Fee:
¢ One-time payment: It can be paid upfront at closing or rolled into the loan amount.

¢ Percentage of the loan: The fee is a percentage of the total loan amount and varies
based on the specifics of the loan.

e Varies by down payment and loan usage: The funding fee decreases if you make a
down payment of 5% or more, and it is lower for first-time borrowers compared to
those using a VA loan for a second or third time.

VA Funding Fee Chart for 2024

The funding fee rate is determined by several factors: whether it’s your first time using a VA
loan, the loan type, and the size of your down payment.

Here is the current breakdown of VA funding fee rates for 2024:



Loan Type Down Payment First-Time Use Subsequent Use

Purchase Loan None 2.15% 3.3%
Purchase Loan 5% or more 1.5% 1.5%
Purchase Loan 10% or more 1.25% 1.25%
VA IRRRL (Streamline Refinance) N/A 0.5% 0.5%
Cash-Out Refinance N/A 2.15% 3.3%

For most borrowers, the funding fee represents a significant portion of the total loan
amount, so it’s important to factor this cost into your overall budget when planning to buy a
home with a VA loan.

Who is Exempt from the VA Funding Fee?

Some veterans, service members, and eligible spouses are exempt from paying the VA
funding fee. If you meet the eligibility requirements for an exemption, you won’t have to pay
the fee, which can save you thousands of dollars on your loan.

You May Be Exempt from the VA Funding Fee If:
¢« Youreceive VA disability compensation for a service-connected disability.

¢ You are a surviving spouse of a veteran who died in service or from a service-
connected disability.

e You have a proposed or memorandum rating stating that you are eligible to receive
VA disability compensation.

If you think you may qualify for an exemption, make sure to notify your lender early in the
loan process. Your lender will need to verify your exemption status before the closing.

Can the VA Funding Fee Be Financed?



Yes, the VA funding fee can be rolled into your loan amount rather than being paid
upfront at closing. This can help reduce the amount of cash needed to close on your home.
However, financing the funding fee increases the overall loan amount, which will lead to
slightly higher monthly payments and more interest paid over the life of the loan.

Example of Financing the Funding Fee:
e Loan amount: $300,000
e First-time use funding fee: 2.15%
e Funding fee: $6,450
e Totalloan amount if financing the fee: $306,450

Financing the fee can be a good option for borrowers who don’t have enough cash on hand
to cover the fee at closing. However, it’s important to weigh the long-term cost of financing
versus paying it upfront.

How to Calculate the VA Funding Fee

To calculate your VA funding fee, you’ll need to know the loan amount, whether it’s your
first time using the VA loan benefit, and the amount of any down payment you plan to
make.

Here’s an example of how to calculate the funding fee for a first-time homebuyer with no
down payment:

e Loan amount: $250,000
e First-time use funding fee: 2.15%
e Funding fee calculation: $250,000 x 2.15% = $5,375

This borrower would pay a funding fee of $5,375 at closing or roll it into the loan, making the
total loan amount $255,375.

VA Funding Fee for Refinancing



The VA funding fee also applies to refinance loans, though the rates are typically lower
than for purchase loans. If you’re refinancing an existing VA loan through the VA Interest
Rate Reduction Refinance Loan (IRRRL) program, the funding fee is just 0.5% of the loan
amount. If you’re using a VA Cash-Out Refinance, the funding fee follows the same
structure as a purchase loan, meaning it’s 2.15% for first-time use and 3.3% for
subsequent use.

VA Funding Fee for Disabled Veterans

Veterans who have a service-connected disability are exempt from paying the VA funding
fee, regardless of the loan type or how many times they have used their VA loan benefit.
This exemption can result in substantial savings, especially for veterans who take out
multiple VA loans over time.

If you’re a disabled veteran, make sure to have your disability status verified by the VA to
take advantage of this benefit.

Summary of VA Funding Fees
Topic Details

First-Time Use Funding 2.15% of loan amount for no down payment; decreases with

Fee larger down payments.
Subsequent Use 3.3% for no down payment, with lower fees for larger down
Funding Fee payments.

Disabled veterans and surviving spouses are exempt from the

Exemptions .
funding fee.

The fee can be rolled into the loan, increasing the total loan

Financing the Fee
amount.

Funding Fee for 0.5% for VA IRRRL; standard purchase rates for cash-out
Refinancing refinances.



VA Loan Benefits for Disabled Veterans

Disabled veterans receive unique benefits through the VA loan program, which are
designed to make homeownership more accessible and affordable for those who have
served and incurred a service-connected disability. These additional benefits include VA
funding fee exemptions, potential property tax exemptions, and grants for home
modifications. If you’re a disabled veteran, understanding these benefits can significantly
reduce the cost of homeownership and enhance your quality of life.

VA Funding Fee Exemption for Disabled Veterans

One of the most significant benefits for disabled veterans using the VA loan program is the
funding fee exemption. Veterans with a service-connected disability rating are exempt
from paying the VA funding fee, which is typically required on all VA loans.

Who Qualifies for the Funding Fee Exemption?
o \eterans with a service-connected disability rating from the VA.
o \eteransreceiving disability compensation from the VA.

e Surviving spouses of veterans who died from a service-connected disability or
while in service.

The funding fee exemption can save disabled veterans thousands of dollars when buying or
refinancing a home. For example, a first-time homebuyer using a VA loan for a $300,000
home would typically pay a funding fee of $6,450 (2.15% of the loan amount). Disabled
veterans are exempt from this cost, allowing them to save money or apply those funds
toward other expenses.

Property Tax Exemptions for Disabled Veterans

Many states offer property tax exemptions or reductions to disabled veterans, which can
result in significant savings over the long term. Each state has different rules and
qualifications for property tax exemptions, but these benefits are generally based on the
veteran’s disability rating and the value of the home.

Key Factors in Property Tax Exemptions:

o Disability rating: Most states require veterans to have a minimum disability rating
(often 70% or higher) to qualify for property tax relief.



¢ Home value limits: Some states set a cap on the value of the home that can be
exempt from taxes.

o Full or partial exemptions: Depending on the state and the veteran’s disability
rating, the exemption may cover all or part of the property tax.

For example, in Texas, veterans with a 100% disability rating are fully exempt from paying
property taxes on their primary residence. Veterans with a lower disability rating may
receive a partial exemption.

To find out whether your state offers property tax exemptions and how to apply, you can
visit your state's Department of Veterans Affairs website or contact your local tax
assessor's office.

Specially Adapted Housing (SAH) Grants

The VA also offers Specially Adapted Housing (SAH) grants to disabled veterans who
need to modify their homes to accommodate their disabilities. These grants can be used to
build, buy, or renovate a home that meets the veteran's specific accessibility needs.
Veterans who qualify for an SAH grant can receive funding to make necessary
modifications such as installing ramps, widening doorways, and adjusting the layout of the
home to allow for wheelchair access.

Key Features of SAH Grants:
e Maximum grant amount: For 2024, the maximum SAH grant is $109,986.

o Eligibility: Veterans must have a service-connected disability, such as the loss of
use of limbs, blindness, or severe burns, to qualify for this grant.

¢ Home modifications: The grant can be used to make a variety of modifications,
including adapting bathrooms and kitchens, improving access to doors and
hallways, and installing ramps or lifts.

For more details on how to apply for an SAH grant, visit the VA's Specially Adapted Housing
page.

Special Housing Adaptation (SHA) Grant

In addition to the SAH grant, the VA offers the Special Housing Adaptation (SHA) grant,
which is designed for veterans with specific disabilities to help them adapt a home they



already own or purchase a new home. The SHA grant is particularly useful for veterans who
need smaller modifications or who do not qualify for the full SAH grant.

Key Features of the SHA Grant:
e Maximum grant amount: For 2024, the maximum SHA grant is $22,036.

o Eligibility: Veterans must have a service-connected disability such as severe burns,
blindness in both eyes, or the loss of use of hands or feet.

e Homeownership options: The grant can be used to modify a current home or
purchase a home that meets the veteran's needs.

Both the SAH and SHA grants help veterans live independently by ensuring their homes are
accessible and tailored to their specific disabilities.

VA Home Loan Interest Rate Reduction for Disabled Veterans

In addition to funding fee exemptions and housing grants, disabled veterans may also
qualify for lower interest rates through some lenders when using a VA loan. While the VA
itself does not set interest rates, many lenders offer special discounted rates to veterans
with service-connected disabilities.

Benefits of Lower Interest Rates:

e Reduced monthly payments: Even a slight reduction in interest rates can resultin
lower monthly mortgage payments.

e Long-term savings: Over the life of a 30-year mortgage, lower interest rates can
save disabled veterans tens of thousands of dollars.

If you’re a disabled veteran, it’s worth exploring your options with lenders to see if you
qualify for a discounted interest rate.

Summary of VA Loan Benefits for Disabled Veterans
Benefit Details

. . Disabled veterans are exempt from paying the one-time VA
VA Funding Fee Exemption .
funding fee.



Benefit Details

Many states offer full or partial property tax exemptions

Property Tax Exemptions ) N ]
based on disability rating.

Specially Adapted Housing Grants up to $109,986 for veterans with severe disabilities
(SAH) Grant to modify their homes.

Special Housing Adaptation Grants up to $22,036 for veterans with specific disabilities
(SHA) Grant for home modifications.

i Some lenders offer lower interest rates to disabled
Interest Rate Reductions .
veterans, reducing monthly payments.

VA Loan Eligibility for Surviving Spouses

The VA loan program extends its benefits to surviving spouses of veterans who have
passed away, provided certain conditions are met. Surviving spouses who qualify for VA
home loans can enjoy the same benefits as veterans, including no down payment, no
private mortgage insurance (PMI), and competitive interest rates. This section explains the
eligibility criteria for surviving spouses and the specific benefits available to them.

Who Qualifies as a Surviving Spouse?

A surviving spouse is eligible for a VA home loan if their spouse, a veteran or service
member, passed away under specific circumstances. Eligibility is extended in the following
situations:

Eligibility Criteria for Surviving Spouses:

e Diedin service: The veteran died while on active duty or as a result of service-
connected injuries.

« Service-connected disability: The veteran passed away due to a service-
connected disability, even if their death occurred after service.



Missing in action (MIA) or prisoner of war (POW): The service member has been
declared missing in action or a prisoner of war for more than 90 days.

Death after VA loan approval: The veteran passed away after securing a VA loan
but before making payments.

Additionally, the surviving spouse must meet these basic requirements:

Not remarried: In most cases, surviving spouses must remain unmarried to
maintain eligibility. However, there are some exceptions for remarriage after age 57.

Obtain a Certificate of Eligibility (COE): Like veterans, surviving spouses need to
obtain a COE to apply for a VA loan. The process can be started on the VA’s website
or through a VA-approved lender.

Benefits for Surviving Spouses

Surviving spouses enjoy the same key VA loan benefits as veterans. This includes the ability

to purchase a home with no down payment, avoid PMI, and qualify for competitive interest

rates. However, there are additional advantages specific to surviving spouses.

Key VA Loan Benefits for Surviving Spouses:

No funding fee: Surviving spouses are exempt from paying the VA funding fee,
which is typically 2.15% of the loan amount for first-time buyers.

No down payment required: Like veterans, surviving spouses can secure a VA loan
with no down payment, making homeownership more accessible.

Competitive interest rates: VA loans offer lower interest rates compared to
conventional loans, helping to reduce monthly mortgage payments.

Refinance options: Surviving spouses can also use the VA Interest Rate
Reduction Refinance Loan (IRRRL) or VA Cash-Out Refinance to lower their
interest rates or access equity in their homes.

These benefits can significantly lower the cost of homeownership for surviving spouses,

providing much-needed financial support after the loss of a loved one.

How to Obtain a Certificate of Eligibility (COE)



To qualify for a VA home loan, surviving spouses must obtain a Certificate of Eligibility
(COE) from the VA. The COE verifies your eligibility to lenders and is a required document
when applying for a VA loan.

Steps to Obtain a COE for Surviving Spouses:

1. Complete VA Form 26-1817: This form is used by surviving spouses to request a
COE.

2. Submit necessary documentation: In addition to VA Form 26-1817, you’ll need to
provide the veteran’s discharge documents (DD214) and, in some cases, a copy of
the veteran’s death certificate.

3. Apply through eBenefits: You can apply for a COE through the eBenefits portal on
the VA’s website, or your lender can assist you with the application.

Once the COE is issued, you can move forward with the VA loan process just like a veteran
applicant.

Can Surviving Spouses Use a VA Loan More Than Once?

Yes, surviving spouses can reuse their VA loan benefit, provided they have either paid off
their previous loan or sold the home purchased with the previous VA loan. Just like
veterans, surviving spouses can restore their VA loan entitlement and apply for another VA
loan in the future.

How to Restore Entitlement for Surviving Spouses:

« Pay off the loan: If the previous VA loan has been paid off in full, you can apply for
entitlement restoration.

e Sell the home: Selling the home purchased with a VA loan will free up your
entitlement, allowing you to reuse your VA loan benefits.

The restoration process for surviving spouses is the same as for veterans, and it ensures
that you can continue to benefit from the VA loan program as your housing needs change.

VA Home Loan Grants for Surviving Spouses

In addition to VA home loans, surviving spouses may qualify for Specially Adapted
Housing (SAH) or Special Housing Adaptation (SHA) grants if their late spouse was



severely disabled due to a service-connected injury. These grants can help surviving
spouses modify their current home or purchase a home that meets their specific needs.

Specially Adapted Housing Grant for Surviving Spouses:

e This grant provides funds to modify an existing home or construct a new one to
accommodate a service-connected disability.

e The maximum SAH grant amount for 2024 is $109,986.
Special Housing Adaptation Grant for Surviving Spouses:

e The SHA grant offers up to $22,036 in funding for home modifications, such as
installing ramps or widening doorways.

For more information on these grants, visit the VA’s housing assistance page or contact
your local VA office.

Summary of VA Loan Benefits for Surviving Spouses
Benefit Details

. Surviving spouses are exempt from the VA funding fee, saving
No VA Funding Fee
thousands of dollars.

No Down Payment Surviving spouses can purchase a home with no down
Required payment.

Competitive Interest VA loans offer lower interest rates compared to conventional
Rates loans.

. . i Surviving spouses can use VA IRRRL or Cash-Out Refinance
Refinancing Options

loans.
Specially Adapted SAH and SHA grants help modify or purchase homes to
Housing Grants accommodate disabilities.

. . Surviving spouses can reuse their VA loan benefit after selling
Restoring Entitlement .
a home or paying off a loan.



VA Loan Closing Costs and Fees

When purchasing a home with a VA loan, it's important to understand the closing costs
and fees associated with the loan. While VA loans come with significant benefits, such as
no down payment and no private mortgage insurance (PMl), there are still certain fees that
borrowers must cover at closing. These costs can vary depending on the lender, the
location of the property, and the specifics of the loan.

This section will explain what closing costs to expect, how they can be reduced, and any
potential exemptions available to VA loan borrowers.

What Are VA Loan Closing Costs?

Closing costs are the fees associated with finalizing a mortgage transaction. These costs
are typically paid at the closing of a real estate deal, which is the moment when the
property’s title is transferred from the seller to the buyer. VA loans have closing costs, just
like conventional and FHA loans, but there are some important differences.

Typical VA Loan Closing Costs Include:

e VA Funding Fee: A one-time fee that helps keep the VA loan program sustainable.
The amount varies based on factors like whether it’s your first time using the VA loan
benefit and your down payment.

¢ Loan Origination Fee: Charged by the lender for processing the loan, typically
around 1% of the loan amount.

e Appraisal Fee: The VA requires an appraisal to ensure the home meets the VA's
standards. This fee usually ranges from $300 to $600.

o Title Insurance and Title Search: Protects against potential ownership disputes
and ensures the title is clear.

¢ Credit Report Fee: Lenders pull your credit report to determine your
creditworthiness, usually costing between $30 and $50.

¢ Recording Fees: Charged by the local government to officially record the sale of the
property.

e Prepaid Property Taxes and Homeowner’s Insurance: These are costs that need
to be paid upfront to ensure your property is protected and taxes are current.



VA Funding Fee

The VA funding fee is a one-time payment that all VA loan borrowers are required to pay
unless they qualify for an exemption. This fee helps keep the VA loan program running
without relying on taxpayer funds. The funding fee can either be paid upfront at closing or
rolled into the loan amount.

VA Funding Fee Breakdown:

Down Payment First-Time Use Subsequent Use

0% down 2.15% 3.3%
5% or more 1.5% 1.5%
10% or more 1.25% 1.25%

For example, if you’re purchasing a home for $250,000 and it’s your first time using a VA
loan with no down payment, your funding fee would be 2.15% of $250,000, which equals
$5,375. You can pay this fee at closing or roll it into the loan.

Can Closing Costs Be Reduced?

While some closing costs are unavoidable, there are several strategies that can help
reduce the amount you pay out-of-pocket.

Ways to Reduce VA Loan Closing Costs:

o Seller Concessions: The VA allows sellers to pay up to 4% of the loan amount
toward closing costs, such as the funding fee, property taxes, and homeowner’s
insurance.

e Lender Credits: Many lenders offer credits to cover some or all of the closing costs.
In exchange, you may receive a slightly higher interest rate. This can be a good
option if you want to reduce upfront costs.

¢ No Origination Fee Loans: Some lenders may offer no origination fee loans,
though they may come with trade-offs such as higher interest rates or fees
elsewhere in the loan.

e Financing the Funding Fee: You can finance the VA funding fee into your loan,
which increases your loan amount but allows you to avoid paying the fee upfront.



Who Pays VA Loan Closing Costs?

While most closing costs are the responsibility of the buyer, VA loans allow for some
flexibility regarding who can pay certain fees.

Breakdown of Who Pays Closing Costs:

e Borrower’s Responsibility: The borrower is typically responsible for the VA funding
fee, loan origination fee, appraisal fee, and credit report fee.

o Seller’s Responsibility: Sellers can pay up to 4% of the loan amount toward the
borrower’s closing costs. This is commonly negotiated into the sales contract.

o Lender Credits: Lenders can offer credits that cover some or all of the closing
costs, though this may result in a higher interest rate.

Closing Costs for Refinancing with a VA Loan

When refinancing an existing VA loan, such as through the VA Interest Rate Reduction
Refinance Loan (IRRRL) or a Cash-Out Refinance, there are still closing costs involved.
However, these can be reduced or financed into the loan.

Closing Costs for a VA IRRRL:

¢ Funding Fee: The funding fee for an IRRRL is just 0.5% of the loan amount, much
lower than for a purchase loan.

e« Appraisal Fee: In many cases, no appraisal is required for a VA IRRRL.

e Other Closing Costs: Typical closing costs such as recording fees and credit report
fees still apply, but you may have the option to roll these into the new loan.

VA Funding Fee Exemptions

Certain veterans and surviving spouses are exempt from paying the VA funding fee. If you
qualify for an exemption, this could save you thousands of dollars in upfront costs.

You Are Exempt from the VA Funding Fee If:

e You are receiving VA disability compensation for a service-connected disability.



e You are a surviving spouse of a veteran who died in service or from a service-
connected disability.

e You have a proposed or memorandum rating stating you are eligible to receive VA
disability compensation.

If you believe you qualify for an exemption, be sure to notify your lender early in the loan
process so your status can be verified.

Summary of VA Loan Closing Costs

Closing Cost Details

VA Funding Fee One-time fee, varies based on down payment and loan use.
Loan Origination Fee Typically 1% of the loan amount, paid to the lender.
Appraisal Fee Usually between $300-$600, required by the VA.

Title Insurance and Title . L . .
S h Protects against ownership disputes, varies by location.
earc

. Sellers can pay up to 4% of the loan amount toward closing
Seller Concessions ¢
costs.

. . Available for veterans with service-connected disabilities and
Funding Fee Exemptions .
surviving spouses.

VA Loan Limits and Jumbo Loans

The VA loan program offers an incredible benefit to veterans and service members: the
ability to purchase a home with no down payment, often without the need for private
mortgage insurance (PMI). However, there are certain limits to the amount you can borrow
using a VA loan without making a down payment, known as VA loan limits. In addition, for
loans exceeding these limits, veterans can still obtain VA financing through VA jumbo
loans, though a down payment may be required.

This section will explain VA loan limits, how they are determined, and how VA jumbo loans
work for higher-value properties.



What Are VA Loan Limits?

VA loan limits represent the maximum amount the Department of Veterans Affairs will
guarantee for a VA loan without requiring a down payment. These limits are based on the
Federal Housing Finance Agency’s (FHFA) conforming loan limits, which are updated
annually. While VA loan limits apply to most counties across the U.S., certain high-cost
areas have higher limits to accommodate local housing market conditions.

Key Points on VA Loan Limits:

¢ No loan limits for full entitlement: As of 2020, if you have your full VA loan
entitlement available and qualify for the loan, there are no set VA loan limits,
meaning you can purchase a home above the loan limit without needing a down
payment.

e Loan limits with partial entitlement: If you already have an active VA loan or have
defaulted on a previous VA loan, loan limits may apply. In these cases, the loan limit
acts as a cap on how much you can borrow without making a down payment.

VA Loan Limits for 2024

For most counties in the U.S., the VA loan limit is the same as the conforming loan limit set
by the FHFA. In 2024, the standard VA loan limit is $726,200. However, in high-cost areas,
the limit can be much higher. These limits determine the maximum amount you can borrow
with no down payment if you have partial entitlement.

VA Loan Limits by Location (2024):
Area Type Loan Limit
Standard areas $726,200
High-cost areas Up to $1,089,300

For a list of high-cost areas and their corresponding loan limits, visit the Federal Housing
Finance Agency’s loan limits page.

VA Jumbo Loans

A VA jumbo loan is any VA loan that exceeds the conforming loan limit for the area in which
the home is located. While the VA no longer sets specific loan limits for veterans with full


https://www.fhfa.gov/
https://www.fhfa.gov/

entitlement, jumbo loans often require a down payment for those who have partial
entitlement or for loans that exceed a certain threshold.

How VA Jumbo Loans Work:

e« Higher loan amounts: VA jumbo loans are available for homes priced above the
conforming loan limits in your area.

e Down payment requirement: Depending on the loan amount and your entitlement,
you may be required to make a down payment, though it is often less than the down
payment required for conventional jumbo loans.

e Competitive interest rates: VA jumbo loans typically come with lower interest
rates compared to conventional jumbo loans, making them a more affordable
option for veterans.

For example, if you purchase a home for $1,000,000 in an area where the conforming loan
limit is $726,200, you may be required to make a down payment for the portion that
exceeds the loan limit, which in this case is $273,800.

How VA Loan Limits Are Calculated

For veterans with partial entitlement, the VA loan limit determines how much of the loan
amount the VA will guarantee, which in turn affects the down payment requirement. Here's
a breakdown of how loan limits are calculated:

Example of VA Loan Limits with Partial Entitlement:
1. Conforming loan limit: $726,200

2. VA guarantee: The VA guarantees 25% of the loan amount, which would be
$181,550.

3. Ifyourloan amount exceeds this limit, you may need to make a down payment for
the difference.

If you have full entitlement, there is no loan limit or down payment requirement.

Down Payments for VA Jumbo Loans

While one of the key benefits of a VA loan is the no down payment feature, there are cases
where you may need to make a down payment for a VA jumbo loan, especially if you have



partial entitlement. However, the down payment requirements for VA jumbo loans are still
generally much lower than those for conventional jumbo loans.

VA Jumbo Loan Down Payment Example:
¢ Loan amount: $900,000
e Conforming loan limit: $726,200
e Excess amount: $173,800

¢ Required down payment: Typically, you will be required to pay 25% of the excess
loan amount as a down payment. In this case, that would be 25% of $173,800, or
$43,450.

By comparison, a conventional jumbo loan might require a down payment of 10% to 20% of
the total loan amount, so the VA jumbo loan still offers substantial savings.

How to Qualify for a VA Jumbo Loan

Qualifying for a VA jumbo loan is similar to the process for a standard VA loan, though
there are a few key differences:

VA Jumbo Loan Requirements:

o Higher credit score: Many lenders require a higher credit score for VA jumbo loans,
typically around 640 to 660 or higher.

¢ Income and debt-to-income ratio: Lenders will closely examine your income and
debt-to-income (DTI) ratio to ensure you can afford the higher loan amount.

¢ Appraisal: The home must undergo a VA appraisal to determine its market value
and ensure it meets VA Minimum Property Requirements (MPRs).

Despite these additional requirements, VA jumbo loans still offer significant benefits, such
as lower interest rates and reduced down payments compared to conventional jumbo

loans.

VA Loan Limits vs. Conventional Loan Limits

VA loans provide a significant advantage over conventional loans, especially for veterans
purchasing higher-value homes. Unlike conventional loans, where private mortgage



insurance (PMI) is required for down payments below 20%, VA loans have no PMI, even for
jumbo loans.

Key Differences Between VA and Conventional Loans:

e Down payments: VA loans often require little to no down payment, while
conventional jumbo loans usually require at least 10%.

¢ Interest rates: VA jumbo loans tend to have lower interest rates compared to
conventional jumbo loans.

e PMI: VAloans never require private mortgage insurance, regardless of the down
payment amount, while conventional loans do.

Summary of VA Loan Limits and Jumbo Loans
Topic Details
VA Loan Limit (2024) Standard limit is $726,200; higher in high-cost areas.

No Loan Limits for Full Veterans with full entitlement have no loan limits or down
Entitlement payment requirements.

Loans exceeding the conforming loan limit, may require a
VA Jumbo Loans

down payment for partial entitlement.

Down Payments for

Typically 25% of the excess loan amount.
Jumbo Loans

Qualifying for VA Jumbo i ) . . .
Higher credit score, strong income, and DTl ratio required.

Loans
Conventional vs. VA VA loans offer lower down payments, no PMI, and competitive
Jumbo Loans interest rates.

VA Loan Refinancing Options

For veterans and active-duty service members, VA loans not only provide a way to
purchase a home, but they also offer excellent refinancing options. Whether you're looking
to lower your monthly payments, tap into your home’s equity, or secure a better interest
rate, VA loan refinancing can be a smart financial move. The two primary refinancing



options for VA loan holders are the VA Interest Rate Reduction Refinance Loan (IRRRL)
and the VA Cash-Out Refinance.

This section explores these refinancing options, their benefits, and how to determine which
option might be right for you.

VA Interest Rate Reduction Refinance Loan (IRRRL)

The VA Interest Rate Reduction Refinance Loan (IRRRL), also known as the VA
streamline refinance, is designed to help veterans lower their interest rate and monthly
mortgage payment. It’s one of the simplest refinance options available and is specifically
for veterans who already have a VA loan.

Key Features of the VA IRRRL:

 No appraisal required: In most cases, an appraisal is not needed for a VA IRRRL,
which can streamline the refinancing process.

No income verification: You typically don’t need to provide income verification for a

VA streamline refinance, making it easier to qualify.

e No out-of-pocket costs: You can often roll the closing costs into the new loan,
meaning you don’t have to pay upfront costs.

e Lower interest rate: The primary goal of the VA IRRRL is to reduce your interest rate,
helping you lower your monthly payments.

Shorter or longer terms: You can choose to refinance to a shorter term, like 15
years, or a longer term, like 30 years, depending on your financial goals.

When to Consider a VA IRRRL:

¢ Interest rates have dropped: If current interest rates are lower than the rate on your
existing VA loan, refinancing through an IRRRL could save you money.

¢ You need to lower monthly payments: If you want to reduce your monthly
mortgage payment, an IRRRL could help by locking in a lower interest rate.

For more details, visit the VA IRRRL page on the VA’s website.



VA Cash-Out Refinance

A VA Cash-Out Refinance allows veterans to refinance their existing mortgage and take
cash out of the equity in their home. This option is available to both veterans with a VA loan
and those with a non-VA mortgage. The cash-out refinance is ideal for those looking to
access funds for things like home improvements, debt consolidation, or other financial
needs.

Key Features of the VA Cash-Out Refinance:

e Access home equity: You can cash out up to 100% of your home’s equity,
depending on the lender's guidelines.

¢ Refinance non-VA loans: This program is available for veterans who want to
refinance a conventional, FHA, or USDA loan into a VA loan, while also taking cash
out.

¢ Use the funds as you wish: The cash-out funds can be used for home
improvements, medical expenses, or other large purchases.

o Appraisal required: Unlike the VA IRRRL, the VA cash-out refinance requires a full
appraisal to determine your home’s value.

When to Consider a VA Cash-Out Refinance:

¢ You need cash for major expenses: If you need funds for home improvements,
education, or debt consolidation, a cash-out refinance allows you to access your
home’s equity.

e You want to convert to a VA loan: If you currently have a non-VA loan, this is a great
opportunity to convert it into a VA loan and take advantage of VA loan benefits, such
as no PMI.

Differences Between VA IRRRL and VA Cash-Out Refinance

While both the VA IRRRL and VA Cash-Out Refinance options can help you achieve your
financial goals, they serve different purposes.

Feature VA IRRRL VA Cash-Out Refinance

Lower interest rate and monthly Access cash or refinance non-VA
Loan Purpose
payments loans



Feature VA IRRRL VA Cash-Out Refinance

Eligibility Existing VA loan holders VA and non-VA loan holders
Appraisal

PP . No Yes
Required
Income

. No Yes

Verification
Cash-Out Option No Yes, up to 100% of home equity
Closing Costs Can be rolled into loan Can be rolled into loan

Refinancing Costs and Fees

When refinancing with a VA loan, there are still some closing costs and fees to consider.
The VA funding fee still applies to both types of refinancing loans, though the fee is
typically lower than for purchase loans. Other costs, such as title insurance, appraisal
fees, and loan origination fees, may also apply.

VA Funding Fee for Refinancing:
e VAIRRRL: The funding fee for a streamline refinance is 0.5% of the loan amount.

e VA Cash-Out Refinance: The funding fee is 2.15% for first-time use and 3.3% for
subsequent use, unless you are exempt.

If you’re a disabled veteran or a surviving spouse, you may be exempt from paying the VA
funding fee.

Benefits of Refinancing with a VA Loan
Refinancing with a VA loan offers several benefits compared to other loan programs:

¢ No PMI: VA loans do not require private mortgage insurance (PMl), even when
refinancing.

¢ Competitive interest rates: VA loans typically offer lower interest rates compared
to conventional loans.



¢ Flexible terms: Borrowers can choose to refinance to shorter or longer terms
depending on their financial situation.

¢ Access to cash: With a cash-out refinance, veterans can access the equity in their
home for major expenses or debt consolidation.

Summary of VA Loan Refinancing Options
Option Purpose Eligibility Funding Fee Appraisal

Lower monthly
Current VA

VA IRRRL payments, reduce 0.5% No
) loan holders
interest rate

Access cash or 2.15% for first-time use,
VA Cash-Out ] VA and non-VA
. refinance non-VA 3.3% for subsequent Yes
Refinance loan holders
loans use

VA Loan Pre-Approval and Application Process

The VA loan pre-approval and application process is a critical step toward securing a VA
home loan. Getting pre-approved not only shows sellers that you are serious about
purchasing a home, but it also gives you a clear picture of how much you can borrow and
what your monthly payments will be. The process of applying for a VA loan is
straightforward but involves several important steps, from obtaining a Certificate of
Eligibility (COE) to closing on the home.

This section will break down each step of the pre-approval and application process,
ensuring you are well-prepared to navigate the VA loan system.

What is VA Loan Pre-Approval?

Pre-approval is when a lender reviews your financial information—such as your income,
assets, and credit history—and gives you a conditional approval for a VA loan. This approval
shows how much the lender is willing to loan you and under what terms. Itis not a
guarantee of a loan, but it’s a strong indication that you qualify based on your current
financial situation.



Benefits of Getting Pre-Approved:

Gives you a budget: Knowing how much you can borrow helps you focus on homes
within your price range.

Shows sellers you're serious: Pre-approval shows sellers and real estate agents
that you’re a serious buyer.

Streamlines the buying process: Pre-approval speeds up the loan process once
you’ve found a home.

Documents Needed for Pre-Approval:

Proof of income: Pay stubs, W-2s, or tax returns.
Proof of assets: Bank statements or investment account statements.
Credit report: The lender will pull your credit report to assess your creditworthiness.

COE (Certificate of Eligibility): Proof of your eligibility for a VA loan (covered in the
next section).

Obtaining a Certificate of Eligibility (COE)

The Certificate of Eligibility (COE) is a critical document that proves to the lender that you
are eligible for a VA loan. Without a COE, you won’t be able to move forward with the VA
loan process. Fortunately, obtaining a COE is a straightforward process, and your lender

can often help you get it.

How to Obtain a COE:

Online through eBenefits: The fastest way to get your COE is by applying online
through the VA’s eBenefits portal.

Through your lender: Most lenders can access the VA’s online system to help you
get your COE as part of the pre-approval process.

By mail: You can apply for a COE by filling out VA Form 26-1880 and mailing it to the
VA.

Once you’ve obtained your COE, you’ll be able to proceed with your loan application.



VA Loan Application Process

After obtaining your COE and getting pre-approved, you’re ready to move forward with the
VA loan application. Here’s what you can expect during the application process:

Steps in the VA Loan Application Process:

1. Choose a VA-Approved Lender: VA loans are not provided directly by the
Department of Veterans Affairs. You’ll need to select a VA-approved lender to
process your loan.

2. Submit Required Documentation: This includes your COE, proof of income,
assets, credit history, and any other documentation requested by the lender.

3. Complete a Loan Application: Your lender will help you fill out a standard loan
application (Uniform Residential Loan Application) and submit it for approval.

4. Loan Processing: During this stage, the lender will review all your financial
information and order an appraisal of the home.

5. Underwriting: The lender’s underwriter will assess the loan application to ensure it
meets all VA and lender guidelines.

6. Loan Approval and Closing: Once the underwriter approves your loan, you’ll
proceed to the closing, where you’ll sign the final paperwork and take ownership of
the home.

VA Loan Appraisal Process

As part of the loan process, the VA requires an appraisal to ensure that the home meets
Minimum Property Requirements (MPRs) and is worth the purchase price. The VA
appraisalis not the same as a home inspection but is an essential part of the loan approval
process.

Key Points About VA Appraisals:

« Ensures fair market value: The VA appraisal ensures that the home’s price matches
its fair market value.

¢ Assesses Minimum Property Requirements (MPRs): The appraisal checks that the
home meets certain safety and habitability standards.

« Required for loan approval: A successful appraisal is necessary for the loan to
move forward.



What to Expect at Closing

The final step in the VA loan process is closing, where you’ll sign the final paperwork and
officially take ownership of the home. At closing, you’ll review and sign several documents,
including the mortgage note, deed of trust, and closing disclosure.

What Happens at Closing:

o Finalreview of documents: You’ll review the loan agreement and verify that all
terms are correct.

o Pay closing costs: While VA loans often have lower closing costs, you’ll still need to
pay for items like the VA funding fee, title insurance, and other fees.

« Receive the keys: Once all documents are signed and the loan is funded, you’ll
receive the keys to your new home.

Summary of the VA Loan Pre-Approval and Application Process
Step Details

Conditional loan approval based on financial information and
Pre-Approval . .
credit review.

Certificate of Eligibility Proof of eligibility for a VA loan, obtained online or through a
(COE) lender.

L. Submit loan application with supporting documents for
VA Loan Application .
processing and approval.

. Required to ensure the home meets VA standards and is worth
VA Appraisal .
the purchase price.

Closi Finalize the loan and take ownership of the home after signing
osin
g required documents.



