
NDF

VA Loan
Credit Issues

Brought to you by



VA Loan – Credit Issues 
If credit issues are a concern when looking at your VA Loan options, 
there are a few factors to keep in mind.  

The Department of Veterans Affairs asks lenders to use the past twelve months of a 
borrower’s credit history to determine their ability to repay any credit obligation they 
will have in the future. A borrower with a history of timely payments in that twelve 
month period of time is obviously preferred. However, if the opposite is true and an 
applicant has a delinquent credit history, they may still qualify for a VA guaranteed 
loan.
 

These possible credit issues will be considered before a VA Loan is approved:
●	 No Credit - In cases where the borrower has little to 

no credit history, they will likely be asked to furnish 
evidence that shows their ability to make payments on 
time, and on a regular basis. Examples of this would be 
utility bills, rent statements or any other statement that 
shows the borrowers good payment history. Not having a 
credit history shouldn’t deter a borrower from proceeding 
with an application for a VA Loan.  

●	 Late Payments – Periods of financial difficulty are 
not grounds for a VA Loan denial. If an applicant has 
exhibited a clean payment history of twelve months 

since a prior late payment or derogatory credit item, a VA 
lender may approve them for a VA Loan.   

●	 Foreclosures - If a borrower has a foreclosure or a 
deed-in-lieu of a foreclosure in their credit history, they 
will not necessarily be denied for a VA Loan. A two 
year period of good credit behavior from the date of the 
foreclosure or deed-in-lieu will need to pass before they 
can be considered for a VA loan. If a borrow shows an 
ability and willingness to pay credit obligations in that 
time, a lender may consider them for a VA loan.   
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If a borrow has a foreclosure in their credit history, 
they will not necessarily be denied for a VA Loan.
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However, if the foreclosure in question involves a VA 
loan, other standards for approval and entitlement apply.  
If the VA loan borrower has not repaid the loss the VA 
suffered through a prior foreclosure, that loss will be 
subtracted from the amount the Veterans Administration 
will guarantee on the borrower’s next VA loan.  

In any case involving a foreclosure, lenders typically ask 
the borrower to disclose the details and circumstances 
surrounding the foreclosure before approving them for a 
VA loan. 

●	 Chapter 7 Bankruptcy (total liquidation) 
-  Much like a foreclosure, a Chapter 7 Bankruptcy 
requires a two year period, following the discharge 
date, of uninterrupted good credit behavior, dependable 
employment, and a qualifying income  before a 
borrower can be considered eligible for a VA Loan. Upon 
consideration by a VA loan lender, the borrow must then 
provide a full explanation of the bankruptcy.  

●	 Chapter 13 Bankruptcy - If a borrower has filed a 
Chapter 13 Bankruptcy, they only need to establish good 
credit standings, job security, and qualifying income for 
one year following the bankruptcy discharge date; unlike 
the two years required for a Chapter 7. In addition to a 
full explanation of the bankruptcy, the borrower will have 
to provide a written approval from a court trustee before 

they can proceed through the VA loan approval process. 
  

●	 Federal Debts, Collections, and Judgments - 
When considering a borrower for a loan, the VA also has 
guidelines concerning the existence of any unpaid federal 
debts, such as delinquent student loans or unpaid tax 
liens, and are treated as automatic disqualifying factors.  
Other debts that have been turned over for collection 
generally need to be paid in full before a loan can be  
 
approved, but are weighted based on the nature of the  
debt; for example, collections on a medical bill wouldn’t 
necessarily need to be paid in full before proceeding with 
a VA Loan. In addition to federal debts and collections, 
any outstanding judgments against a borrower must be 
paid in full prior to the twelve month credit review period 
before loan approval can occur.  

●	 Credit Counseling Plan - Borrowers who have 
credit issues in their past but are seeking help through 
a Consumer Credit Counseling Plan may be considered 
a satisfactory credit risk by a VA Loan underwriter. In 
addition to participating in such a program, they would 
also need to exhibit good payment history in the past 
12 months, and be approved for the new credit by the 
credit counseling agency. Veterans United offers a 
comprehensive credit counseling service at no cost. Call 
800-698-5158 for more details.

Want to know more about how you can qualify for 
a VA Loan? Call Veterans United Home Loans at 
800-884-5560 or visit www.veteransunited.com 
to learn more or get started.

Connect with Veterans United’s Smart Military Money 
and Future Military Homeowners communities at 
www.veteransunited.com/network 
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This website has been developed by Mortgage Research Center LLC (MRC) to provide general information about mortages and related matters. The materials posted in this website are not intended to create, and do not create, any relationship between MRC and the reader 
or viewer. The process of obtaining a mortgage loan is a serious one and should never be done without licensed loan originator. This information is not intended to be, and is not valid as, a substitute for a licensed loan originator, licensed loan officer or other licensed lend-
ing professional. MRC is a Limited Liability Company organized under the laws of the State of Missouri, and for that reason its shareholders are afforded limited liability with respect to legal obligations, duties, and rights under applicable laws. The use of terms such as 
“officer” does not imply and does not suggest that the person is an officer of MRC nor that any individual person named, pictured, or otherwise referenced has any personal liability with respect to the obligations of MRC or any of its shareholders. MRC is not a government 
agency, nor affiliated with any government agency, including the Department of Veterans Affairs, in any way. Customers with questions regarding our loan officers and their licensing may visit the Nationwide Mortgage Licensing System and Directory for more information.


