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At the peak of the real estate bubble, mortgage 
professionals joked that you only needed to be able to 

fog a mirror to get a loan. These days, even borrowers with 
good incomes and good credit scores can get turned down.  

That’s why you should relish that feeling on closing day, 
when you sign the final papers and pick up the keys to 
your new home. Getting to the finish line is something to 
celebrate.

We’ve become the nation’s leading dedicated VA lender 
because we make the process easy and streamlined. But 
borrowers and lenders alike have to keep their eye on the ball 
from start to finish. Mistakes and missteps on either end can 
send the loan process off track or worse.

This list is intended to give you an idea of what can affect 
your ability to get a loan and why they matter. Our team of 
passionate VA loan experts is here to help borrowers through 
every step of the process. But uneducated buyers are often 
their own worst enemy.
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YOU DON’T LIVE NEAR THE PROPERTY OR 
WILL NOT OCCUPY THE HOME AS YOUR 
PRIMARY RESIDENCE.  

VA loans require that the home be your primary residence 
as defined by the fact that you must live and work in 
the general vicinity of the home. Making it home on the 
weekends does not qualify. In certain situations active 
military buyers may have their spouse satisfy occupancy, but 
that’s relatively rare. Also, working more than 50 miles from 
the home can require documentation that you can handle the 
expense of the long commute.

YOU HAD A RECENT FORECLOSURE OR  
SHORT SALE.  

Lawyers and real estate professionals have advised buyers 
over the last few years that doing a short sale saves your 
credit rating. While doing a short sale may be a more 
responsible thing to do as opposed to walking away, it has 
the same affect on your ability to obtain new financing. 
You will have to wait two years from the date the short sale 
closed in order to qualify for a VA loan. If you allowed a home 
to go into foreclosure, the date used to start the clock is the 
date that your bank took the home back from you per public 
records. This could be months to years after you abandoned 
the home.
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3 THERE IS A PROBLEM WITH YOUR  
TAX RETURNS.  

Lenders require third party documentation to verify your tax 
information, which means copies of the tax transcripts from 
the IRS directly. Here’s a rundown of some common obstacles:

a. 	Unreimbursed employee expenses (Form 2106) can 
reduce the amount of the loan that you can qualify 
for as an underwriter will consider these as ongoing, 
normal expenses.   

b. 	A side business that loses money will also deduct from 
your available income for a mortgage unless there is 
documentation that the business has been closed. 

c. 	 You will not be able to qualify for a loan at all if you 
have not filed your tax returns.  Additionally if you 
filed late, you may have to wait 8-12 weeks for the IRS 
to process the returns for verification before we can 
access them. 

d. 	If your taxes were filed incorrectly in a way that 
results in additional tax liability (unclaimed income, 
bogus business expenses), the underwriter may 
require that you re-file and prove that you can pay the 
additional tax liability before we can close. 

e.	  If you are self-employed, lenders can only use your 
net income after expenses to qualify you. Since most 
tax professionals will try to minimize your tax by 
claiming the least amount of income, this can be an 
issue when trying to get mortgage financing. Bank 
statements or proof of cash flow cannot be used to aid 
in qualifying for a loan. 
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THE HOUSE NEEDS TOO MUCH WORK.  

A lot of foreclosed properties are not in great shape. While 
the VA will allow a veteran to occupy a property that needs 
some carpet or painting, major repair items like non-working 
pools, broken windows, exposed electrical, leaky roof, 
plumbing leaks and other larger issues must be repaired by 
the seller before closing can take place.

THE APPRAISAL CAME IN BELOW THE  
SALES PRICE.  

New and recent changes to the appraisal process have given 
the appraiser more independence to accurately value the 
home that you are buying.  If the appraised value comes in 
too far below the sales price, your seller may decide to cancel 
the transaction and start over rather than sell.  Appraisal 
fees and home inspection fees are non-refundable as the 
services were performed even though the transaction did not 
close. 
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6 THERE ARE PROBLEMS WITH YOUR INCOME.  

Back in the days of stated and no-document loans, it was rare that 
a loan file would be declined because of income.  With government 
loans now being the primary financing, income issues are back in full 
force. Here are a few of the common problems:

a.	 Your income is not consistent. VA loans generally require a two-
year income history. If you have not worked consistently in the 
same line of work, for the past 2 years or have had large gaps of 6 
months or more where you were unemployed, you may not qualify 
for a loan.

b.	 The type of income you receive is inconsistent. The general rule 
of thumb for tips, commissions, bonus, overtime or any other 
type of inconsistent income is a two-year history and proof that 
the income will continue. If you recently changed to a job that 
depends on one of these types of income, we will need a two-year 
history before we can use anything but your base income (hourly 
rate or salary) to qualify. Part-time jobs must also have a two-
year history to be used.

c.	 You are active military and your ETS date is within one year. If 
you are getting out of the military within one year, you must 
either provide proof that you are re-enlisting or an offer letter 
from a civilian employer to document what you are doing after 
you get out. GI bill income while going to school is not acceptable 
for a home loan.

d.	 You own a business or work for yourself and are relocating. 
Businesses that relocate must have two years to re-establish in 
the new area before the income can be considered for a home 
loan. If the business is continuing in the old area, there must 
be proof that the business has been operated by a dependable 
employee/manager who can handle things if the owners are 
moving out of the area. Changes in legal structure (i.e. from sole 
proprietorship to corporation) can also trigger another two-year 
waiting period to see what the profits of the new business will be.

 

VA Loans 
and Income

There's no income 
requirement on 
a VA loan. But 
lenders want 
to ensure you 
can meet your 
obligations and 
take care of your 
household needs. 

A loan specialist 
can help you make 
sense of your 
income and credit. 
Call 888-212-1958 
or visit Veterans 
United online.
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THERE ARE PROBLEMS WITH YOUR BANK 
STATEMENTS OR ESCROW DEPOSIT.  

VA home loans require that we provide a recent bank 
statement to document that the buyer has assets to close 
and has a banking reference.  Buyers without a bank account 
cannot be considered for financing. Any overdrafts on your 
bank account will have to be explained and if that results in 
an additional debt by the use of an overdraft line of credit, 
the additional debt and payment will have to be considered. 
Also the funds for your initial escrow deposit must be your 
own funds or documented gift funds from a family member. 
Unsourced cash is never acceptable for a home loan. Cash 
cannot be used for closing or for your initial escrow deposit 
unless it is deposited into an account for 60 days prior to the 
contract.

YOU DECIDED TO APPLY FOR A NEW CREDIT 
ACCOUNT.

Lenders review your credit inquiries, bank statements and 
pay stubs to determine if you have debts that were not 
disclosed on the application. From the time you apply for 
the loan to the time you close the loan, do not apply for any 
new debts (including refinancing cars or homes to lower the 
payment) without consulting your loan officer. Even though 
your loan may still close, your closing could be delayed while 
additional documentation is obtained to verify the terms of 
the new account.  If the new debt increases your debt load, 
you could turn your approved loan into a dead loan.
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9 YOU DECIDED TO PURCHASE A CONDO.

Purchasing a condo (townhomes are fine) can present many 
obstacles to obtaining financing.  FHA and VA both require 
that the condo project be approved while conventional 
loans require that the lender vet the project on their own. 
This can result in the loan being declined as most condo 
projects no longer have the finances to qualify for these 
types of financing. Even if they do, the time to process the 
application is three to six months which most likely will 
not be acceptable to your seller.  Please consult your VUHL 
representative before making an offer on a condo.

YOU DECIDED TO PURCHASE A NEW HOME.

Most new home builders will want you to re-qualify with 
their lender even if we have already pre-approved you. So 
unless you insist on using us as your lender, you will most 
likely have to re-qualify with their lender to obtain any of 
the incentives they are offering.  
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