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Understanding the
VA home loan program
They defended it. Now help them own it.
For the vast majority of military borrowers, VA loans represent
the most powerful lending program on the market.
The VA home loan program is available to those who made significant
sacrifices to defend our country, including family separation for periods
of months, and in some cases years. In 1944, Congress passed the
Servicemen’s Readjustment Act, which included the VA home loan
guaranty. It’s up to us as professionals to educate them on how powerful
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the benefit they have earned can be.
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Eligibility
90 Days Wartime
6%

September 15, 1940 - July 1947
June 1950 - January 1995
February 1961 - May 1975
August 1990 - Present

181 Days Peacetime
July 1947 - June 1950
February 1955 – August 1964
May 1975 – September 1980

6 Years of an Active Unit
• Honorable Discharge
• Placed on Retired List
• Transferred to Other
Honorable Service
• Continue in Select Reserves
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Both active duty and reservists of the
Army, Navy, Air Force, Marine Corps,
and Coast Guard are eligible to use the
VA loan. Active duty service members
must serve 90 days post initial training
during a wartime period (i.e. August
1990-present), or 180 days post initial
training during peacetime to become
eligible. However, if the service member
is discharged prior to serving 24 months,
they may lose their eligibility.

94%

Reservists must serve 6 years as a
member of an active unit, meaning one
weekend per month and two weeks in
the summer. However, if a reservist is
activated on Title 10 orders in response
to a conflict (i.e. global war on terrorism),
they are eligible after 90 days.

How does a Veteran prove their
eligibility to a lender?
Lenders experienced with VA loans
should be able to access the Department
of Veterans Affairs’ (VA) portal, and
access the Veteran’s Certificate of
Eligibility (COE) almost instantly. In some
cases, the VA will require proof of service
to be uploaded prior to providing the
COE. Active duty personnel can provide
a Statement of Service, while Veterans
who have separated from service can
provide their DD-214.

Who can finance?
Each lender sets their own credit score and debt-to-income requirements
for VA loans. A Veteran is able to purchase a home by him or herself, or
with his or her spouse. In addition, two married or unmarried Veterans can
purchase a home together. For the unmarried Veterans, each would use a
portion of their entitlement, keeping their remaining entitlement open for
future home purchases. The last option for financing, is a Veteran and a
non-Veteran, non-spouse. The VA guaranties 25% of VA loans, which is what
allows Veterans to purchase a home with no down-payment. If a Veteran
opts to finance with a non-Veteran, non-spouse, that 25% guaranty is cut in
half, meaning the VA is only able to guaranty 12.5%. Therefore, the borrowers
must come up with a 12.5% down payment to finance using the VA loan.

Occupancy requirements
Like most mortgage products, the VA loan does require the borrower(s) to
have the intent to occupy the home as their primary residence for a minimum
of one year. For active duty personnel, military orders override the one year
occupancy requirement, and the Veteran borrower can immediately turn
that home into an investment property, allowing a tenant to cover the cost
of the mortgage through their rent payment.

Property requirements
The VA’s number one concern is the health and safety of active duty service
members, Veterans, and their families. The VA appraiser (assigned by the
VA on a round-robin basis) is the eyes of the VA. Their job is to make sure
the home is safe, sound, and sanitary. The VA will not allow a Veteran to
secure financing on a home with broken windows, holes in the walls, etc.
Items such as the aforementioned must be repaired prior to closing on the
loan. Often times, the seller will cover the cost of these repairs; however, the
VA does allow the Veteran to cover the cost. In the interest of protecting
those who have protected us, it is recommended that the Veteran borrower
have a conditional loan approval from their lender, with the final remaining
condition being the repairs of the home. Without the conditional approval,
the Veteran is at risk of paying for the repairs of the home without the
guarantee of closing.
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What are the loan limits?
In 2018, the VA’s county loan limit in San Diego County is $649,750. In
Riverside County, the loan limit is $453,100, which is the minimum VA loan
limit across the nation. In high cost areas, such
as New York and the Bay area, loan limits can
SAN DIEGO COUNTY LOAN LIMIT
be up to $679,650.

649,750

$

The county loan limit is the maximum purchase
price to utilize 100% financing with the VA
loan. However, a Veteran can purchase a home
exceeding that limit, by putting down 25% of
the difference above the county loan limit.
For example, if a Veteran finds a home in San
Diego County for $659,750, which is $10,000 above the county loan limit,
they must come up with a down payment of $2,500. For comparison’s sake,
20% down on a conventional loan (often needed to avoid paying Private
Mortgage Insurance) would be $131,950.

Can the VA loan be used more than once?
The number one myth about the VA loan is that it can only be used once. A Veteran
actually has 3 different options for reusing their VA home loan:

1
2

A Veteran buys a home, sells the home, and has their VA entitlement
fully restored for future purchases.

A Veteran buys a home, lives in it long enough to establish 20%
equity, then refinances the home into a Conventional loan with no
Private Mortgage Insurance (PMI). Once the home is refinanced into
a conventional loan, the Veteran’s VA entitlement can be restored
in full
Note: This option can only be executed once, all future
entitlement will then be tied to the property address.
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The third option is probably the most beneficial for Veterans. This option
allows Veterans to build wealth using their VA entitlement.
a.

For example, a borrower receives transfer orders to San Diego from
North Carolina. The borrower already owns a home purchased
using VA entitlement in North Carolina for $200,000. The county
loan limit in San Diego County is $649,750. The $200,000 in
used entitlement (verified on the COE) can be deducted from the
San Diego County loan limit, leaving a remaining entitlement of
$449,750.
– In this scenario, our Veteran borrower rents out the home in
North Carolina, while a tenant pays the mortgage, and own two
homes secured with VA financing, both purchased with no down
payment.

Funding fee
There is no PMI associated with the VA home loan. However, there is a VA funding fee.
The VA funding fee can be paid out of pocket at closing, but 99% of Veterans opt to roll
the funding fee into the loan amount. First time use of the VA loan for active duty service
members is 2.15% of the loan amount, and 3.3% for all subsequent use. For reservists,
the first time use is 2.4%, with subsequent use also being 3.3%. For both active duty and
reservists, the funding fee decreases with 5% and 10% down payments.
The most important thing to know about the funding fee, is how Veteran buyers can
have it waived. If a Veteran is rated by the VA at the conclusion of his or her service, and
receives at least a 10% or higher disability rating, he or she is exempt from paying the
funding fee. The COE will show if the Veteran has this rating.

Service

Down Payment

First Loan

Subsequent Loans

Active Duty, Prior Service or
activated on Title 10 orders for
eligible time

0%

2.15%

3.3%

5% < 10%

1.5%

1.5%

10% +

1.25%

1.25%

0%

2.4%

3.3%

5% < 10%

1.75%

1.75%

10% +

1.5%

1.5%

Reserves or National Guard

5

Closing Costs
For the most part, closing costs with the VA loan do not differ from other loan products.
Closing costs cannot be rolled into the loan. The closing costs must be paid by the
borrower, seller credit, Realtor credit, or through a lender credit (taking a higher interest
rate). The maximum seller concession on a VA loan is 4% of the purchase price.

Maximizing BAH
Active duty service members receive a monthly housing stipend, Basic Allowance for
Housing (BAH) which is tax free. Regardless of location, the military provides them with
enough money to afford housing in their area. The housing stipend is re-evaluated each
year, based on zip code. In a market with increasing housing prices, most of our active
duty service members are still financially equipped to purchase a home.

The Veterans of our military services have put their lives
on the line to protect the freedoms that we enjoy. They
have dedicated their lives to their country and deserve to
be recognized for their commitment. – Judd Gregg

Resources:
https://www.benefits.va.gov/warms/pam26_7.asp
https://www.benefits.va.gov/homeloans/purchaseco_loan_limits.asp
https://dworakpeck.usc.edu/blog/25-military-appreciation-month-quotes-will-inspire-you
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Meet the Author

69%

Jason transitioned from active duty in the United
States Marine Corps to Loan Officer at Veterans
United Home Loans in April 2015. He wanted to use
90%
his mortgage processing and business background
to serve those that served alongside him. He enjoys
educating Veterans about their benefit, and unlocking
the door to home ownership. Jason has been married
to his wife Madie since 2012. He enjoys running,
going to the beach, watching football, and going to
concerts.
Jason Gibson

USMC Veteran
Loan Officer, NMLS 1311102
619-736-8671
Jason.Gibson@VU.com
8885 Rio San Diego Drive,
Ste 133 & 135
San Diego, CA 92108

We’re looking for experts like you!
Have a whitepaper you’d like to share or write for the SMC? Contact our president Lori
Asaro at smc@biasandiego.org and provide your name, contact information, and subject
matter for consideration.
•
•
•
•

Don’t worry about formatting,
we’ll do that for you.
Write about something you know.
It should be educational, but still engaging.
1,000 words is ideal for this purpose.

•
•
•
•

Provide citations if referencing other material.
Provide links.
Add pictures.
Provide a Bio and your picture.
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Let us inspire you to build a brighter, better career.

JOIN TODAY

For more info, please contact April Gingras, SMC President at
858.414.2076 • smc@biasandiego.org
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