


 
Homebuyer guide to a mortgage with built-in renovation financing 

Buy a home, plus make
improvements, with just one loan 
Learn how 



 

 

 
 
 

 

Are you thinking of buying a home 
that needs work? 
Well Fargo is here to help you feel more confident in today’s real estate market. 

As the nation’s leading retail mortgage lender, we help individuals and families reach 

their homeownership goals every day. And we have good news for house hunters:
 

•  Our Purchase & RenovateSM loans can help  
you buy a home in most any condition, make  
immediate improvements and pay for them over  
time. 

•  The 2016 cost-value report shows that, nationally,  
homeowners are recouping the majority of  
remodeling costs in the form of added resale value  
on many popular projects. National cost-value  
for a few of the more popular projects are shown  
below. For a full report, and to view cost-value for  
your part of the country, visit costvsvalue.com.1 

Average cost for popular remodeling projects1 

Midrange 2016 National Averages 

Project Job cost Resale value Cost recouped Change vs. 2015 

Major Kitchen Remodel $59,999 $38,938 64.9% 

Bathroom Remodel $17,908 $11,769 65.7% 

Roofing Replacement $20,142 $14,446 71.7% 

Siding Replacement (vinyl) $12,341 $9,032 73.2% 

Window Replacement 
(wood) 

$18,087 $13,050 72.1% 

This guide is a great place to start!  

Learn more about how a mortgage with built-in renovation  
financing can help a homebuyer or homeowner turn a   
promising “before” into a happily ever “after.” Gain a   
deeper understanding of the renovation loan process,   
so you’ll know what to expect and be better able to make  
informed decisions. 

You’re not alone in this 
Our experienced renovation lending specialists stand 
ready to help you explore your financing options and 
work with you every step of the way. If you believe the 
time is right, buying and renovating your first or next 
home may be more possible than you think. 

1. Source: Remodeling Magazine Cost vs. Value National Report 2016 (http://www.costvsvalue.com). 2 of 10 
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Understanding mortgages with built-in
renovation financing 
Who can benefit from a mortgage with 
built-in renovation financing 
House hunters can consider more real estate listings, 
knowing they can make needed or wanted improvements. 
A home in your price range could quickly become 
the home you have in mind. A mortgage with built-in 
renovation financing can help you buy a home, plus 
make the improvements they want — right away. 
And the improvements you make may increase the 
value of the home. 

How does a mortgage with built-in
renovation financing work? 
A Purchase & Renovate loan can help you: 

• 	 Purchase a home in most any condition, plus make 
improvements, with just one application, one loan 
approval, one closing, and one monthly mortgage 
payment 

• 	 Make improvements from basic repairs or upgrades, 
to extensive additions and renovations 

• 	 Pay for home improvements over the life of 
your mortgage 

By rolling the costs of the improvements into the 
mortgage, you only have one monthly payment, 
and you can take advantage of tax-deductible interest 
(please consult a tax advisor). 

The loan amount is based on an appraiser’s estimate 
of what the property value will be with completed 
improvements. 

What kind of renovations can be made? 
Depending on the financing option you choose, 
improvements can range from basic repairs, spruce-
ups and upgrades; to more extensive remodeling and 
renovations; to bringing severely damaged or neglected 
properties up to habitable, insurable standards. 

Examples include: 

• Install new flooring, appliances, a deck, or pool 

• Repaint exterior, landscape grounds, create handicap 
access 

• Remodel the kitchen or bathrooms 

• Upgrade electrical, plumbing, or heating 

• Replace the roof, siding, or windows 

• Add a bedroom, bath, or family room 

• Make structural repairs or improvements 

• Completely raze and rebuild a house on an existing 
foundation 

What options are available? 
Wells Fargo provides three renovation loan programs to 
serve a variety of customer needs: 
• Our FHA Limited 203(k) program may be the right 

choice for homebuyers who want to make minor repairs 
and/or cosmetic improvements to the property they wish 
to purchase. It is designed to finance projects that can be 
completed quickly and easily. 

• Our FHA Standard 203(k) program allows for major 
or more complicated work to be done. It requires 
Department of Housing and Urban Development (HUD) 
approved supervision throughout the project and the 
work can typically take up to six months to complete.2 

• Our Conventional Conforming program is similar to the 
FHA Standard 203(k) program, but it allows for luxury 
items such as home theaters or swimming pools. This 
program allows renovation financing on primary and 
secondary homes as well as investment properties. 

2. Nine months is allowable on certain transactions exceeding $50,000 in repairs. Customers should check with their renovation specialist to see if  
they qualify for the longer term if needed. 3 of 10 



 

  
 

 
 
 

  

 
 
 

 
 

 
 

 
 

 
 

 
 

 
 
 

 

 
 
 

 
 

 
 

 
 

 
 

 
 

 
 
 

 

 
 
 

 
 

 
 

 
 
 

 
 

 
 

 
 

 
 
 

  

   
 
 

  

  
 

  
 
 

 
  

Here’s a more detailed summary of our mortgage with built-in renovation financing options
 

Program FHA Limited 203(k) FHA Standard 203(k) Conventional 
Conforming 

Types of improvements • Health & safety, livability • Health & safety, livability 
• Structural repairs 

• Health & safety, livability 
• Structural repairs 
• Upgrades and luxury items 

Renovation amount Up to $35,000 No limit Up to 75% of after 
improvement property 
value 

Property types Mixed-use 1-4 units Mixed-use 1-4 units 1-4 units 

Loan types Fixed-rate and ARMs Fixed-rate and ARMs Fixed-rate and ARMs 

Minimum down payment Down payments as low as 3.5%. 
FHA loans have the benefit of 
a low down payment but there 
are other loan products with 
the same option. Be certain 
to ask your home mortgage 
consultant to help you compare 
the overall costs of all products, 
including the monthly and 
long-term costs and conditions 
of the required mortgage 
insurance. In many instances, 
you may find FHA to be a more 
expensive financing option 
and should be considered after 
thoroughly evaluating all other 
product options that meet your 
credit qualifying and financial 
needs. 

Down payments as low as 3.5%. 
FHA loans have the benefit of 
a low down payment but there 
are other loan products with 
the same option. Be certain 
to ask your home mortgage 
consultant to help you compare 
the overall costs of all products, 
including the monthly and 
long-term costs and conditions 
of the required mortgage 
insurance. In many instances, 
you may find FHA to be a more 
expensive financing option 
and should be considered after 
thoroughly evaluating all other 
product options that meet your 
credit qualifying and financial 
needs. 

Down payments as low as 5%. 
Be certain to ask your home 
mortgage consultant to help 
you compare the overall costs 
of all products, including 
the monthly and long-term 
costs and conditions of the 
required mortgage insurance. 
All eligible products should 
be evaluated so you have an 
understanding of all of the 
options that meet your credit 
qualifying  and financial needs. 

Transaction types • Purchase 
• Rate/term refinance 

• Purchase 
• Rate/term refinance 

• Purchase 
• Rate/term refinance 
• Cash-out refinance 

(available on single family 
residences only) 

Occupancy types • Owner occupied • Owner occupied • Owner occupied 
• Second home 
• Investment property 

Do it yourself Allowed with underwriter 
approval for time, talent, 
and assets 

Allowed with underwriter 
approval for time, talent, 
and assets 

Not allowed unless 
your full-time occupation is 
a contractor 

Renovation funds • Up to 50% of funds may Funds are disbursed in Funds are disbursed in 
disbursement schedule be disbursed up front for 

materials if requested 
• Remainder of funds are 

disbursed when the work 
is complete and has been 
inspected, if applicable 

draws after a HUD approved 
consultant approves each 
phase of the work 

draws after by a third-party 
inspector approves each phase 
of the work 

4 of 10 



  

  

   
  

  

  

 

 

  

  

  
 

  
 

  
 

 

 

 
 

 

 
 

 
 
 
 

What are the qualification guidelines? 
• Applicants must meet standard loan program credit 

qualification requirements 

• The property must meet renovation loan qualification 
requirements 

• An appraiser’s estimate of what the property value 
will be with completed improvements must support the 
mortgage amount 

• Down payment and closing cost requirements may vary 
depending on the loan type 

What are the property guidelines? 
• Depending on the financing option you choose, most 

owner-occupied 1- to 4-unit and, in some cases, mixed-
use properties, second homes, and investment properties 
are eligible 

• Condominiums and manufactured housing are eligible 

• The number of units on the site must meet the 
provisions of local zoning requirements 

• All newly constructed additions must be attached to an 
existing dwelling 

• Additional property guidelines allow moving a house 
from one site to another and completing unfinished new 
construction 

Can I do the work myself? 
The use of a general contractor is strongly encouraged and
  
is a requirement on some programs.
 

However, depending on the loan program, on a case
by-case basis, a customer may be allowed do the work
  
based on the dollar amount and the type of repairs— if the
  
customer has the time, ability, tools, and assets to do so.
  
And you would be subject to these guidelines:
 

• With no exceptions, a licensed contractor must perform 
certain repairs such as electrical, plumbing, roofing, and 
HVAC.3 

• Work must begin within 30 calendar days of closing, 
cannot stop for more than 30 consecutive calendar days 
and must be completed within six months.4 

• Regular updates are required every 30 calendar days 

Are mortgages with built-in renovation 
financing for homebuyers only? 
Wells Fargo also has Refinance & RenovateSM loans for 
homeowners looking to upgrade or enhance their living 
space and finance the expense of home repairs or a 
remodel project at today’s low mortgage interest rates. 

How can I learn more? 
A highly trained Wells Fargo renovation lending specialist 
will be pleased to help you understand how this kind of 
financing works and why it may be right for you. This 
knowledgeable professional is committed to helping you 
make informed financing decisions by clearly explaining 
your options, providing educational tools, and remaining 
available to answer your questions. 

3. Not applicable in the state of Texas. 
4. Nine months is allowable on certain transactions exceeding $50,000 in repairs. Customers should check with their renovation 
specialist to see if they qualify for the longer term if needed 5 of 10 



 
  

 
 

 
 

 

 
 

  

 

  

 

 
 

 
 

 
  

  

  
 

  

 
 

 
 
 

  

 
 

 

 
 

  

  

  

 
 

 
 

The process 
How do I get started? 
Effective house hunting begins with a PriorityBuyer® 

preapproval.It lets you know your purchase price range, so 
you and your real estate agent can make the most of time 
spent looking at listed homes. With an initial review of 
your application and credit already complete, you’ll be able 
to make a serious bid on the home you want. Ask a Wells 
Fargo Home Mortgage consultant to help you look into 
getting a PriorityBuyer preapproval.5 

If you are ready to buy a property you want to improve, 
we’ll connect you to a Wells Fargo renovation lending 
specialist, who will help you: 

• Understand your Purchase & Renovate loan options and 
apply for financing 

• Complete a renovation financing sales contract 

• Provide names of HUD-approved consultants, if you 
choose a financing program that requires one 

What is the role of a HUD-approved
consultant? 
A HUD-approved consultant is an independent contractor 
authorized to inspect properties. If the financing program 
you choose requires one, you will need to meet with your 
HUD-approved consultant at the property site to discuss 
all repairs and improvements and pay them directly for 
services at the time of the initial inspection. Your 
HUD-approved consultant will: 

• Help you identify needed repairs and wanted 
improvements and obtain estimates for the work 

• Prepare an itemized work write-up that includes a 
detailed breakdown of all work to be done and related 
estimated costs 

• Ensure you go ahead with and complete all agreed-to 
work within the required timeframes 

Who chooses the contractor? 
As the customer, you are responsible for selecting a 
general contractor to do the renovation work. We suggest 
you get recommendations for, and price quotes from, 
several reputable contractors. In most states, the contractor 
you choose must be licensed and insured. To find out about 
licensing requirements for a specific area or state, go to: 
www.contractorslicense.org. 

The contractor you select must go through a validation 
process required by Wells Fargo Home Mortgage and will 
need to submit a detailed bid along with other required 
documents that include a Scope of Work. 

What is a Scope of Work? 
A Scope of Work document is a detailed description of 
the work to be done on the property. It includes a listing of 
necessary materials and a cost breakdown, and it: 

• Defines what is required to meet your needs and loan 
program guidelines 

• Confirms that all health and safety issues have been 
addressed 

• Ensures that the allocated funds for renovations are 
sufficient to cover the required work 

Before 

After 

5. A PriorityBuyer® preapproval is based on our preliminary review of information provided and limited credit information only and is not a commitment to 
lend. We will be able to offer a loan commitment upon verification of application information, satisfying all underwriting requirements and conditions, and 
property acceptability and eligibility, including appraisal and title report. Preapprovals are subject to change or cancellation if a requested loan no longer 
meets applicable regulatory requirements. Preapprovals are not available on all products. See a home mortgage consultant for details. 6 of 10 

http:www.contractorslicense.org
http:preapproval.It


 
 

 
 
 

 
 

 

 
 

 
 

 
 
  

 

 
 

 
 

 
 
 
 
 
 
 

  

  

  

 

 
 

 
 

What is a contingency reserve? 
Most renovation loan guidelines require that 10-20% 
of repair costs be kept in a reserve account to cover 
unforeseen repairs or cost overrides. These funds may be 
provided by you or may be financed as part of the loan. 
If the contingency reserve has not been used when the 
agreed-upon renovations are complete, the funds may 
either be used to do additional work (if approved), or 
applied to your principal loan balance. If the contingency 
reserve was not financed, it may be refunded to you in cash. 

Ready, set, renovate! 
As you search for, buy, and bring out the best in your new 
home, you can rely on your Wells Fargo renovation lending 
team. We’re here to work with you and your contractor 
every step of the way, letting you know what to expect, and 
what is expected of you at each phase of the process. 

Program At your initial consultation: 
• You provide information about your income, assets, liabilities, and owned real estate 
• You also provide written consent(s) to obtain your credit report(s) 
• Your renovation lending specialist helps you look into available loan options based 

on your needs and credit situation 
• Your renovation lending specialist issues a PriorityBuyer letter6 

Application Once you’ve found the home you want to purchase and renovate, you’ll need 
to finalize your application. We’ll send you an email invitation to sign onto 
yourLoanTracker where you can securely upload documents and enjoy real time 
access to the status of your loan application. To determine if you home loan is 
available with yourLoanTracker features, talk to your renovation lending specialist. 
• Provide a copy of the fully executed sales contract 
• Provide all requested documentation and pay applicable fees 
• Order required inspections and submit reports upon completion 
• Obtain a work write-up from a HUD-approved consultant, if applicable 
• Select a contractor and meet with your contractor to agree on the work to be done 
• Provide copies of the contractor licenses and other validation forms, if applicable 
• Submit all required contractor documentation 

Loan processing • Wells Fargo orders an appraisal to get an appraiser’s estimate of what the property 
value will be with completed improvements 

• Wells Fargo orders a title search to ensure that no liens have been placed against 
the property 

• Your renovation lending specialist works with a loan processor to review your loan 
file and send your application to the underwriter 

• The underwriter reviews your loan file and issues the credit decision 

•  Once the credit and property have been approved, you’ll receive a commitment letter 
•  Ask your renovation lending specialist about anything you do not fully understand 
•  Provide documentation to satisfy any conditions in a timely manner 
•  Contact a closing agent to coordinate and schedule your closing with Wells Fargo  

Home Mortgage 
•  Provide a copy of a prepaid homeowners insurance policy 

Prepare to close 

6. A PriorityBuyer® preapproval is based on our preliminary review of information provided and limited credit information only and is not a commitment 
to lend. We will be able to offer a loan commitment upon verification of application information, satisfying all underwriting requirements and conditions, 
and property acceptability and eligibility, including appraisal and title report. Preapprovals are subject to change or cancellation if a requested loan no 
longer meets applicable regulatory requirements. Preapprovals are not available on all products. See a home mortgage consultant for details. 7 of 10 



 
 

 
 

 
 

 
 
 

 
 

 

 
 

 
 
 
 

 
 

 
 

  

   

 

  

 

  
 
 

  

  
  

  
 
 
 

  
 

 
 

  
 

  
 

 
 

 

  
 

 
 

How are the loan funds disbursed? 
Mortgages with built-in renovation financing are fully 
funded at closing. Home sellers receive their net proceeds, 
real estate agents are paid, and a renovation escrow 
account is set up to cover the renovation costs. You will 
be charged a supplementary origination fee for the 
administration of the renovation escrow account. It covers 
the management and disbursement of funds, ordering 
the completion certificate, and assisting in the resolution 
of any customer or contractor issues. You can move in as 
soon as you close, as long as the home is habitable, per city 
and county regulations, and no mortgage payments have 
been financed. 

The renovation phase
 

When do I start making my mortgage
payments? 
Customers typically begin making payments one calendar 
month after loan closing. If the property is not habitable 
during the renovation phase, up to six months of payments 
can be financed based on the estimate of months needed 
to complete the work. In this instance, payments would be 
due from the customer the first day of the month after the 
property is habitable, upon the renovation completion date, 
or the seventh month after closing — whichever comes 
first. Any financed mortgage payments that are not needed 
will be applied to your loan principal balance after the final 
draw is processed and the renovation escrow account 
is closed. 

After your loan closing, a Wells Fargo renovation draw specialist will work with you throughout the renovation phase,  
ensuring timely renovation fund disbursements are made as work is completed and approved. Your draw specialist will  
help you understand how to request funds to pay for completed renovations, as the process varies depending on the  
renovation loan program you choose. 

In general: 
• Funds are released in “draws” from the renovation escrow account as 

work is completed. 

• Draw releases happen periodically during the renovation phase. 

• Checks for approved draw amounts are made payable to both the customer 
and contractor. 

• Percentage payments may be released for work that is partially completed. 

Before funds are released: 
• The HUD consultant or a third-party inspector who has no relationship to 

Wells Fargo or the customer must inspect the completed work and submit 
a Draw Request form signed by the customer, contactor, and the consultant 
or inspector. 

• This ensures that all involved parties have inspected the work and that 
everyone has agreed on the payment. 

•	 Please note: As the customer, you will need to contact your HUD-approved 
consultant or draw specialist to schedule a draw inspection each time one 
is needed. 

For all renovation loans 

• No work that requires permits can 
begin until permits are in place. 
If no permits are needed, a letter 
is required from the local zoning 
authorities stating that this is so. 

• Work must begin within 30 calendar 
days of closing and may not stop for 
more than 30 consecutive calendar 
days. Regular updates are required 
every 30 calendar days. 

• No changes to the work scope are 
permitted without prior approval 
from Wells Fargo. 

• Work must be completed by the 
agreed-upon date. If it is not, Wells 
Fargo has the right to direct any 
remaining renovation escrow 
account funds toward the customer’s 
mortgage principal balance. 

• If city and/or county inspections 
are required, the customer and the 
contractor are responsible for seeing 
they are completed in a timely 
fashion. 

8 of 10 



  
 

 

  
 

  
 

  
 
 

  
 

  
 

  
 

  
 

How funds are released: 
• Once the Draw Request form is submitted to the Wells 

Fargo Home Mortgage National Draw Center, the draw 
specialist issues a disbursement check by overnight mail 
within 72 hours. 

• As funds are released, 10% is held back until all 
renovations are complete and a final inspection takes 
place. 

• Once all parties agree the work has been completed 
satisfactorily and no liens have been filed against the 
property, all holdbacks will be released. 

Final details: 
• Depending on the loan program, a final inspection by the 

appraiser and/or the HUD-approved consultant may be 
required to confirm all the originally proposed work has 
been completed. 

• After the final inspection, a new title search must be 
conducted to ensure that no liens have been placed 
against the subject property during the renovation phase. 

• For certain transactions, the appraiser may be required to 
reinspect the property and issue a completion certificate 
to Wells Fargo Home Mortgage. 

• The draw specialist provides a letter of completion, 
which the customer must sign and return prior to release 
of the final funds. 

• Shortly after, you’ll receive a final release form that 
confirms all the work is completed and shows how all 
funds were applied. 

9 of 10 



 
 

 
 

Choose a lender who is with you all the way
 

Wells Fargo Home Mortgage consultants are trained to pay attention to your goals, help you understand your 
options, and clearly explain how different loan programs work so you can make informed decisions. Count on us to 
provide help and information every step of the way — as you plan, when you purchase, and even after you own. 

And over the years, as your needs change, we’ll be there to help you wherever you live or plan to move. With the 
resources and capabilities to serve customers in all 50 states, we look forward to working with you throughout a 
lifetime of homeownership. 

101894 - REV 3/16 



Wells Fargo Home Mortgage
Phone: 1-877-937-9357
http://www.wellsfargo.com/mortgage

Wells Fargo Home Mortgage is a division of Wells Fargo Bank,N.A. © 2011 Wells Fargo Bank,N.A. All rights reserved. NMLSR ID 399801 
This information is accurate as of date of printing and is subject to change without notice. 
Restrictions may apply. Contact your Home Mortgage Consultant for details. Credit is subject to approval. Some restrictions apply. 
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