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Assumable loans are acceptable with VA Loans? 

 
 VA loans can be assumable, but there is dates to consider. 
 
(1)VA home loans may be assumed if the loan closed before March 1, 1988.  In these cases, the loan 
assumption is unrestricted -- the buyer assumes the VA loan without requiring the approval of the bank or the 
VA.  One caveat to this, however--the veteran remains liable for any losses the VA may incur as a result of the 
loan assumption.  It is of upmost importance to get some VA advice on how to protect yourself before 
agreeing to this type of sale because the purchaser may be allowed to sell the home once more and let a third 
party assume the loan with the veteran still liable for losses to the VA Administration. 
 
(2)In cases where VA loan is closed after March 1, 1988, the VA loan assumption is not allowed unless you 
obtain prior approval from the lender. This extra step may be time consuming, but there is a benefit at the 
end of the process.  Upon lender approval the Veteran is released from liability to the VA and doesn't have to 
worry about the sale of the home coming back to haunt them at a later date if the purchaser defaults on the 
loan or decides to resell. 
 
Active duty military members facing permanent change of station (PCS) moves, or those who simply want to 
upgrade to a larger home in a different area must deal with the sale of a home before regaining their VA loan 
eligibility. 
 
The idea and flexibility of someone else assuming your loan regardless of whether they are civilian or military 
can be a significant selling point when it comes time to sell your home.  Get VA and lender advice/consulting.. 

What is an assumable loan?  An assumable mortgage loan is one that allows a new home buyer to take 

over the obligation of the seller's loan with no change in loan terms. This is generally true of loans without 
Due-On-Sale Clauses. 

Advantages   Assumable loans can offer several advantages over new loans.    

If loan rates have increased since the seller purchased their home, the assumable loan may carry an interest 
rate much lower than you could get if you took out a new mortgage, and you won't have to pay as much in 
fees.  

In addition, more of the monthly payments on the loan that the buyer assumes will go toward principal 
instead of interest because the loan term will be reduced by the amount of time the seller was making paying.  
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VA assumable basics 

There are basically two ways to assume a VA loan. First, the new buyer is a qualified Veteran who 
"Substitutes" their eligibility for the eligibility of the seller. In addition, the new buyer qualifies through VA 
standards for the mortgage payment.  This is the safest way for a seller to allow their loan to be assumed 
because the new buyer is responsible for the loan and the seller is completely off the hook.  In addition, the 
seller can then use their full eligibility to purchase another home right away using their VA home loan 
program. 

Second - If the new buyer is not a veteran or qualified for a VA loan, they have no eligibility to give the seller. 
Should the seller grant permission for the new buyer to take over their loan, the seller does not get back their 
eligibility to use on another home, and the seller is still on the hook for the payments should the buyer 
default. 
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