
What you need to know about a 
Renovation Loan 

MONEY 
 Reserves are required – that means after you bring  

     money to closing, you still need to have “extra”  

     in your bank account. 

 We require contingency reserves of 10% written into the  

     builder/contactor bid to cover any unknown issues as  

     renovation begins (ever watch HGTV?). 

 Cost overruns need to be paid by you. 

 Extension fees are .50 of the loan amount and due every  

     month past construction, so we need to really be diligent  

     about finishing the work on time. It can get expensive! 
Improvements 
 We get an appraisal done “as improved”. The value of  

     the house after improvements needs to support the cost  

     of the improvements. 

 Any construction changes need approved by us. 

 You can’t do work on the house that is not part of the  

     renovation project and written in the bid. Only work noted  

     in the contractor bid can be completed until after the  

     final inspection is completed. 

 The work on the home needs to be done within 6 months  

     of when you lock your interest rate with me. 

Contractor 
 We need the contractor bid showing all repair work  

      being done prior to the appraisal being ordered.  

 The contractor needs to be approved by us as early in  

     the process as possible. They need to be licensed,  

     full time in the business and minimum of 3 years in  

     business. Trust me, you want the contractor to be  

     experienced!  

 We don’t allow self builds (where you do the work or you  

     are the contractor).  

After Closing 
 When you close, you will pay fully amortized payments  

     including taxes and insurance throughout construction. 

 After closing, as work gets completed, you and the  

     contractor will request us to disburse money in increments  

     – usually no more than 5 total draws. We have a standard  

     form that gets filled out. Once we get that, we will order an  

     inspection on the property to confirm the work was done.  

     The inspector will visit the home and then write us a report.  

     We get the report, then determine how much to disburse  

     based on what is done. 

 Once the work is done on the home, we will need to get  

     updated asset and income information prior to the last  

     draw. It is in our best interest for your financial situation  

     to stay the same – same job, same level of income, same  

     amount in your bank account. Let me know if you think  

     any of these will change before renovation is complete. 

 Don’t be surprised when property taxes go up after your  

     renovation. Make sure you plan for the increased amount  

     once the home is reassessed by your local taxing authority. 


