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Potential Borrowers eligibility and entitlement VA Loan requirements 

To apply for a VA insured mortgage, potential borrowers are required to establish eligibility for this benefit 
with the Department of Veterans Affairs. A “Certificate of Eligibility” needs to be produced.  This allows the VA 
to verify the borrower has met requirements (including time in service and/or the nature of the borrower’s 
military discharge) and confirms  eligibility with the lender. 

After eligibility has been established, the lender is free to move forward with a borrower’s VA loan application.  

What happens in cases where the applicant has previously used VA loan eligibility and needs to have it 
restored for the new mortgage loan?  

The VA has regulations for this situation; borrowers may apply to have their VA loan eligibility restored when 
they have sold the property or otherwise paid off the mortgage in full.  On a one-time basis the VA will restore 
a borrower’s VA loan eligibility on properties that have been paid in full, but not sold. 

What if a VA loan borrower/homeowner sells the property using a “Loan Assumption” arrangement?  In this 
case do VA loan rules allow the SELLER to have their VA loan eligibility immediately restored and able to use 
the eligibility for a new loan? 

According to the Department of Veterans Affairs, “In this case the veteran’s eligibility can be restored only if 
the qualified assumer is also an eligible veteran who is willing to substitute his or her available eligibility for 
that of the original (seller) veteran.  Otherwise, the original veteran (seller) cannot have eligibility restored 
until the assumer has paid off the VA loan.” 

There are also special rules which may apply when a borrower’s prior VA home loan was foreclosed upon, or if 
the borrower entered into a deed-in-lieu agreement, and the VA paid a compromise claim.  In either case, 
although the veteran’s debt was waived by VA, the Government still suffered a loss on the loan. The law does 
not permit the used portion of the veteran’s eligibility to be restored until the loss has been repaid in full. 

Sometimes a borrower does not want to apply for restored eligibility; he or she wants to use any remaining 
unused VA loan eligibility. In these cases, VA rules are clear. -  “If a veteran has already used a portion of his or 
her eligibility and the used portion cannot yet be restored, any partial remaining eligibility would be available 
for use.” The VA rules add that a discussion between borrower and lender would be required to address 
details including whether the remaining entitlement is enough for loan approval, or if a down payment is 
required, etc 

                                                                                                                                            _  
All content is deemed to be reliable and to be used for information purposes only.  Always check with a reliable Mortgage lender who participates in the VA Loan 

Program to verify and acquire most current details. ●  Business  (858) 775-1057  /  Oscar Castillo   ●  Website: www.OscarSellsHomes.com 


