
How Self-Employed Veterans Can Document
Income for a VA Loan

Why Income Documentation Matters for VA Borrowers
For veterans and active-duty members who work for an employer, proving income for a VA
home loan is usually straightforward: a few recent pay stubs and W-2 forms, and the lender can
verify employment with a quick call to the human resources department. But when you are self-
employed, the process looks different. The VA loan program is designed to help those who
have served, yet its underwriting rules still require clear, reliable proof that you can handle the
monthly mortgage payment. Without a standard employer to confirm your earnings, you need
to show a history of stable income through other documents.

VA mortgage underwriting treats self-employment income as a category that demands extra
attention. Lenders want to see that your business is legitimate, profitable, and likely to keep
generating the income you report. Understanding what documents you will need and how the
underwriter evaluates them can save you time and frustration when you apply.

https://www.youtube.com/watch?v=Zu5h0_FFTcA
https://www.youtube.com/watch?v=Zu5h0_FFTcA


What Counts as Self-Employed for a VA Loan?
The VA considers you self-employed if you own at least 25 percent of a business, work as an
independent contractor, or earn income from a sole proprietorship, partnership, or LLC.
Freelancers, gig workers, and those with a side business that generates significant income
may also fall into this category. The key is that your income does not come from a traditional
employer who issues a W-2.

If you are self-employed, the lender will ask for a longer look at your financial history. Two years
of income documentation is typical, though in some cases one year may be enough if you can
show a clear upward trend and strong reserves.

The Core Documents You Will Need
To satisfy VA mortgage underwriting, gather the following records before you apply. Having
them ready can speed up the process and reduce back-and-forth with your loan officer.

Two years of federal tax returns, including all schedules. The underwriter will look at
your adjusted gross income and the stability of your earnings year over year.

A year-to-date profit and loss statement, prepared by you or your accountant. This
gives the lender a current view of your business income.

A signed CPA letter or tax preparer letter, confirming that your business is active and
that your tax returns are accurate. Some lenders accept a business license as an
alternative.

These documents help the underwriter see the full picture of your base income, as well as any
overtime income, commission income, or bonus income that you might earn through your
business. If your business involves irregular payments, such as project-based work or seasonal
sales, the profit and loss statement becomes even more important.

How Lenders Calculate Your Income
Underwriters will average your net income from the most recent two years. If your income has
declined, they may use the lower year as a conservative estimate. If your income has risen,
they may still average the two years unless you can show a clear reason for the increase and
that it is likely to continue.

Because self-employed borrowers often have many business expenses that reduce taxable
income, the lender may add back certain non-cash deductions such as depreciation or
depletion. This can work in your favor, increasing the income figure used for qualification.
However, you cannot simply claim that your business pays for your car and phone; the



underwriter will examine the tax returns and the profit and loss statement to separate personal
benefit from true business expense.

For those who earn commission income or bonus income through self-employment, the
underwriter will look for a two-year history of those earnings. If your income varies significantly
from year to year, you may need to show additional reserves, such as savings or investments,
to reassure the lender that you can keep up with payments during lean months.

This is where guidance for complex VA income becomes valuable. A loan officer who regularly
works with self-employed veterans can help you understand how your specific business
structure affects your qualifying income. They can also advise you on whether you need to
provide additional documentation, such as bank statements or business contracts, to support
your application.

Income Stability and the Underwriter’s View
VA mortgage underwriting places a strong emphasis on income stability. A self-employed
borrower with a steady, predictable income from a long-standing business is generally seen as
less risky than someone whose business is new or whose income fluctuates wildly. If you have
been self-employed for less than two years, the lender may require a larger down payment or
stronger compensating factors, such as a high credit score or substantial liquid assets.

https://scarpero.com/va-loans-reddit-quora-questions/


The underwriter will also look at your employment history before you became self-employed. If
you worked in the same field as your current business, that continuity can work in your favor.
For example, a veteran who was a construction supervisor and then started a home
remodeling business will have an easier time showing that their income is reliable than
someone who switched to an entirely different line of work.

Tax returns are the backbone of self-employed income verification. The underwriter will
examine your Schedule C (for sole proprietors) or your corporate tax return to see your gross
receipts, cost of goods sold, and net profit. If your business shows a loss in a recent year, the
lender may use a lower income figure or ask for an explanation. A one-time loss due to a major



equipment purchase or a temporary disruption may be acceptable if you can document the
reason and show that the business has since recovered.

What to Watch Out For
One common mistake self-employed borrowers make is underestimating how long the
documentation process takes. Unlike a W-2 employee who can provide pay stubs from the past
30 days, you may need to gather tax transcripts from the IRS, ask your accountant for a profit
and loss statement, and wait for a CPA letter to be prepared. Starting this process early, before
you even begin house hunting, can prevent delays later.

Another pitfall is assuming that your business bank statements alone will suffice. While they
can be helpful, the underwriter’s primary focus is your tax returns, because those are signed
under penalty of perjury and provide a standardized view of your income. Bank statements can
show cash flow, but they do not separate personal expenses from business ones, and they do
not account for deductions that reduce your taxable income.

If your self-employment income is seasonal or project-based, you may need to show that you
have been in business long enough to have survived at least one full cycle of slow months.
Lenders want to see that you have enough cash reserves to cover your mortgage payments
during periods when your income drops. Some lenders require as many as six months of
reserves for self-employed borrowers, so check with your loan officer early in the process.

Finally, be aware that if your tax returns show a very low net income after deductions, the
underwriter may question how you support yourself. This does not mean you cannot qualify,
but you may need to explain the discrepancy. For example, if your business pays for many of
your personal living expenses, the lender may be able to add back some of those costs as non-
taxable income. This is another area where guidance for complex VA income from an
experienced loan officer can make a significant difference.

What This Means for You as a Borrower
Being self-employed does not disqualify you from using your VA home loan benefit. In fact, the
VA loan program is one of the most flexible mortgage options available for veterans, including
those who run their own businesses. The key is to approach the documentation process with
the same care you would give to a business financial review. Prepare your records, understand
how the underwriter will view them, and work with a lender who has handled self-employed VA
borrowers before.

When you apply, be upfront about your business structure and income history. A good loan
officer can walk you through the specific documents your lender will need and help you present
your financial story in the best light. With the right preparation, you can move through VA



mortgage underwriting with confidence and focus on finding the home that is right for you and
your family.


