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Happy Customers, Happy Homes

Home Improvement is on the rise! In the U.S. in 2018,
improvement and maintenance of owner-occupied homes
was a $394 billion industry, up from $217 billion in 2001.

Source: Statista




THE RENOVATION LOAN

A Solution to a Problem

A renovation loan allows the borrower to finance both the cost of the home and the desired

repairs all in one mortgage. To provide funds for the rehabilitation, the mortgage amount

is based on the projected value of the property with the work completed. The work must

begin within 30 days of the close of the loan and cannot cease for more than a 30-day period.

Renovation loans require licensed professionals to complete the work. A loan officer can help

determine which type of renovation loan is right for a buyer in any given scenario.

The neighborhood where we want to live has only
older homes. We are torn between a new home
and a desired neighborhood.

We just keep on renting because we worry that
once we purchase a home, we won’t have available
funds to upgrade it the way we want.

We love our home, but we've outgrown it. We need
another bathroom.

We've been working with a real estate agent

for months, and we don't seem to be making any
progress. There’s just not much inventory out
there.

SOLUTION

Don't settle for a new home in the wrong
neighborhood. A RENOVATION LOAN makes a
seemingly new home in the right neighborhood
possible. The sky is the limit with repairs ranging
anywhere from new paint and countertops all the
way to knocking down walls or putting in new
septic and plumbing.

You're not alone; most people don’t have
expendable funds right after they purchase a home.
That's what makes a RENOVATION LOAN ideal. The
cost of the renovation is absorbed right into your
mortgage so you aren’t scrambling to come up with
additional funds post-closing.

If you love your current home, then stay put,

but renovate it to fit your growing needs. A
RENOVATION LOAN potentially allows you to
refinance your mortgage and wrap in the costs of
the renovations. You could have your second bath or
even a second story!

You can increase the inventory of homes you
are looking at exponentially by considering a
renovation! With renovation financing, you'll have

more choices and inventory than you know what to
do with.




Options for Renovation

So You Would Like to Renovate?

At Fairway, you have options. Your loan officer can help you select the type of
renovation loan that fits your needs. Let's explore your options!

The FHA 203(k)
Standard Loan

The FHA 203(k) Standard loan is used when a home needs structural work, involves
non-safety related landscaping, or when the renovation costs exceed $35,000. This loan
requires a minimum of $5,000 in repairs. There is no cap on the renovation budget
(FHA maximum loan limits apply). You will be required to have a HUD Consultant

in addition to a contractor. The HUD Consultant will help ensure that all minimum
property standards are met and that your contractor has completed the work
according to contract.

BEFORE

A few bright ideas this loan could accommodate:
- Add a sliding door where one did not exist
- Remove a wall to open up the floor plan
- Add square footage by making an addition

- Replace flooring, paint and fixtures




The FHA 203(k) Limited loan is used when a home needs non-structural/cosmetic work.
The total renovation budget must be less than $35,000. There is no minimum dollar

amount for repairs. The Limited loan does not require a HUD Consultant. As the borrower,

you will complete a written work plan, which will demonstrate your understanding of the

contractor’s bid. Mortgage payments cannot be financed with this loan.

BEFORE

A few bright ideas this loan could accommodate:

- Add new kitchen cabinetry
- Update appliances
- Update plumbing

- Replace flooring, paint and fixtures




The CHOICERenovation loan is one Conventional option at Fairway. It allows the
borrower to make any repairs that are permanently affixed to the property. This loan
allows both structural and non-structural repairs. Landscaping and site amenities are

allowed. Second homes and one-unit investment properties are also eligible.

BEFORE

A few bright ideas this loan could accommodate:
- Replace windows to add light
- Add a fireplace
- Remove a ceiling to give height

- Replace flooring, paint and fixtures




The FNMA

HomeStyle Loan

The HomeStyle renovation loan is the other Conventional mortgage at Fairway. It allows
the borrower to make any repairs that are permanently affixed to the property. This
loan allows both structural and non-structural repairs. Landscaping and site amenities

are allowed. One-unit second homes and investment properties are also eligible.

BEFORE

A few bright ideas this loan could accommodate:
Add a pool
Improve landscaping
Add a fence

Replace flooring, paint and fixtures




Common Questions
From Prospective Borrowers

If we renovated the fixer-upper we saw, repairs could take months and we couldn’t live in the
home during rehab. Would we need to start making the mortgage payments right away?

The loan is fully disbursed at closing, meaning all monies for repairs are placed in escrow. The
borrower pays full principal and interest throughout rehabilitation. Please note that on Standard
203(k) loans and Conventional loans, if the home is deemed uninhabitable, you have an option to
finance up to six months of mortgage payments in the loan.

What if something unexpected happens and the contractor discovers more needed repairs
than were planned for?

In order to allow for unforeseen needed repairs, a contingency is required on every loan. The
contingency will be 15% if the home is unoccupied or the utilities are off, or 10% otherwise. The
contingency money is set aside just for those unexpected emergencies. Any unused contingency
can go toward paying down the principal loan amount.

How long will a renovation loan take to close at Fairway?

We recommend planning on a close that is between 45 and 60 days. Renovation loans are
slightly more complex than non-renovation loans, so there are times when it takes between 45
and 60 days to close. Oftentimes, renovation loans close faster than the 45 days; there are many
factors that can speed it up or slow it down.

Can | be my own contractor if | am a general contractor?

At Fairway, no self-help is allowed on renovation loans. This means that even if the borrower is
professionally qualified to be the contractor, they cannot be their own contractor.

Your home, your way. That’s the fair way.



Creating Value
Through Renovation:

As a homeowner, you want to know that you are making a good investment when you
purchase a home. Consider the following points:

Are you making the most of your investment? Rather than paying a premium for changes
made by the previous owners, you want to invest in improvements that suit your personal tastes
and lifestyle needs.

SCENARIO WITHOUT A RENOVATION LOAN SCENARIO WITH A RENOVATION LOAN

You buy a recently remodeled home in the
neighborhood you want. The home is priced on

the high end because it is recently remodeled.

The previous owners chose to remodel using dark
countertops and cabinetry. The finishes are new but
they are not what you would have chosen. You settle
for it and hope to have funds in the future to make
your desired changes.

You buy a fixer-upper in the neighborhood you
want. The home is priced right because it hasn't
been updated in decades. You choose the finishes
that appeal to you and create the kitchen you've
always dreamed of. You are paying for exactly what
you want, and you aren't settling for what someone
else wanted.

Good things come to those who renovate! You can get what you want now. Get cozy in your
new home, which actually feels “new.”

SCENARIO WITHOUT A RENOVATION LOAN SCENARIO WITH A RENOVATION LOAN

You buy a home. It's outdated and the carpetis You buy a home that is outdated and the carpet is
permanently stained. You find that after making permanently stained. You opt to do a Limited (k)
your down payment to get into the home, you don't loan so you can wrap in new carpet and other

have extra funds to update the home and replace cosmetic updates. You research contractors and

the carpet. After being in the home for a year, you hire the one you feel best about. He begins the
determine that you will need to borrow the money. work within 30 days of the close of your loan. He

You go to your local home improvement store and completes the work quickly in order to get paid the
take out a line of credit for $15,000 and hire one 50% balance he is owed. You now have the home

of their contractors. You now make a mortgage you wanted, and you make one convenient payment
payment plus a credit card payment monthly. to your mortgage company.

No sweat! While professional contractors do the work, you can earn “sweat equity” in the process.

SCENARIO WITHOUT A RENOVATION LOAN SCENARIO WITH A RENOVATION LOAN

You buy a home with a sales price of $250,000. It

You buy a home with a sales price of $250,000. It meets minimum property standards but has no
meets minimum property standards but has no garage and only one bathroom. You opttodo a
garage and only one bathroom. Your appraisal HomeStyle loan and wrap in the cost of adding a
comes in at $250,000 as expected. You continue to garage and a bathroom. The cost of your repairs
scrape snow off your car each morning and share a is $40,000. Your after-improved value comes in
bathroom with your teenagers. at $310,000! You have earned yourself $20,000 in

“sweat equity” without the sweat.



Where do | Start?
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STEP 1:

You indicate an interest in
renovating a home, and you meet
with a Fairway loan officer to
discuss which renovation product
best suits your needs. You will be
given some items to pass on to
your contractor once you have
decided on one.
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STEP 6:

If you are using a Standard 203(k)
loan, a HUD Consultant is hired and
they will perform an inspection
and provide a written report on
their findings.

STEP 7:

Once the bid has been finalized
and approved, your appraisal can
be ordered. Specs and plans are
required if you are making changes
to the floor plan.

*Pre-qualification is based on a preliminary review of credit information provided to Fairway Independent Mortgage Corporation, which has not been reviewed by underwriting. If you have submitted verifying
documentation, you have done so voluntarily. Final loan approval is subject to a full underwriting review of support documentation including, but not limited to, applicants’ creditworthiness, assets, income

information, and a satisfactory appraisal.
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STEP 2:

Your loan officer pre-qualifies*
you for a mortgage, giving you
various sales prices and renovation
amounts. This will give you options
as you are shopping for a home.

STEP 5:

You will provide the sales contract
and contractor’s estimated bid to
your Fairway loan officer so you
can get your loan disclosed.

A

STEP 8:

The appraisal is reviewed, and the
file is submitted to Underwriting.
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STEP 3:

While looking for the perfect
home, you are also interviewing
contractors. You will select the home
and the contractor just right for you.
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STEP 4:

Congratulations on finding

the perfect home! During your

inspection period, you will work
with your contractor to review items

that might be required to meet
minimum property standards while
adding anything else that you want

to be done on your new home.
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STEP 9:

Your loan closes, and the contractor
can start the renovation work.




My Loan Is Finished, But My Home Isn’t.
WHAT NOW?

STEP 1: If your home was determined to be uninhabitable during renovation, you will be living
elsewhere during the rehabilitation. If not, you will move into your new home.

STEP 2: Soon after your loan closes, you and your contractor will be contacted by Draw
Administration with instructions on how to request inspections and draws.

STEP 3: Your contractor will apply for and obtain all needed permits.

STEP 4: Your contractor will begin work within 30 days of the close of the loan.

STEP 5: You or your contractor will request a draw inspection once a particular phase of the
work is complete.

STEP 6: The inspector will sign off on the work (this will be your HUD Consultant if you have one).

STEP 7: This process continues until all work on your bid is completed. If there is any unused
contingency at completion, you may elect to use it for additional repairs.

| . STEP 8: After final inspection, your contractor will receive any held-back funds so that they are
' paid in full.

STEP 9: You will be the proud owner of a home, custom made just for you!

Your home, your way. That’s the fair way.
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Comparing Renovation Loan Options

Eligible Repairs

Maximum
Renovation
Budget

FICO

Primary
Residence
Purchase Down
Payment and
LTV**

Primary
Residence
Refinance LTV

Eligible Property
Types

Renovation Loan
Term

Up-front/
Materials
Draws*****

LIMITED
203(K)

Non-structural,
minor and
cosmetic

$35,000

620

3.5% (96.5%
LTV)

97.75% LTV

1- to 4-unit
primary

Within 6
months of the
close date

Maximum
50%of total
bid after
closing

FHA STANDARD
203(K)

Structural and
non-structural

No limit to max
FHA loan limits

620

3.5% (96.5% LTV)

97.75% LTV

1- to 4-unit primary

Within 6 months of
the close date

No advances or
material draws

HOMESTYLE*

Structural and non-
structural

1-4 unit: Up to 75% of
as-completed value

Manufactured
homes: $50,000 or
50%, whichever is
less

620

3% (97% LTV) for first-
time homebuyers
5% (95% LTV) for
non-first-time
homebuyers

97% LTV if FNMA
loan pay-off

95% LTV if non-FNMA
loan pay-off

1- to 4-unit primary
residence, 1-unit
second home or
T-unit investment

property

Within 6 months of
the close date

Up to 50% of material
costs permitted after
closing

CHOICE
RENOVATION***

Structural and non-
structural

Purchase: Lesser of
75% of total acquisition
cost or as-completed
appraised value

Refi: 75% of the as-
completed value

620

5% (95% LTV)

95% LTV

1- to 4-unit primary
residence, 1-unit
second home or 1-unit
investment property

Within 6 months of
the close date

Up to 50% of material
costs permitted after
closing

VA
RENOVATION

Non-structural,
minor and
cosmetic

Regular VA loan
limits (High-
balance not
available)

620

10096+++*

T-unit primary
residence

90 days

Maximum 50%
of total bid after
closing

*For HomeStyle Energy Efficient Mortgage, 2- to 4-unit Investment Variance and HomeReady HomeStyle, see complete UW guidelines.
**Loan-to-Value (LTVs) and Combined Loan-to-Value (CLTVs) may vary by loan amount.

***For CHOICERenovation HomePossible, see complete UW guidelines.

¥¥VA loans subject to individual VA Entitlement amounts and eligibility, qualifying factors such as income and credit guidelines, and property

limits.

¥¥*¥Some restrictions may apply to product draws.




What Makes
Fairway Different?

» Fairway has a renovation department: Unlike many other lenders, Fairway has an entire
department dedicated to helping loan officers during renovation loan transactions.

» The renovation department is here to help every step of the way: Fairway's Renovation
Department has people in place to help with loan setup, pre-disclosure review, appraisal order,
contractor approval, document preparation and preparation for underwriting.

» The renovation department houses skilled professionals: The professionals in the
Renovation Department have the knowledge to help resolve complex borrower and contractor
situations and provide guidance for difficult property scenarios.

It’s not over ‘til the contractor gets paid: The Renovation Department will continue to work
internally and with investors to ensure contractors get paid on time.




Happy Customers,
HAPPY HOMES.

“We purchased our home in June of 2014 with the intention of putting our own stamp on it.

After watching countless episodes on HGTV we decided to give it a go. We had done a few DIY
projects already but this one seemed over our head. | happened to give a loan officer at Fairway a
call to see if he had any home loan options. He explained this renovation loan to us and it seemed
like the perfect fit. He was so helpful in leading us in the right direction. We felt so comfortable
with our contractor and his crew and they did a fantastic job. Anytime we had a question

about the paperwork regarding the loan, Fairway was right there to help. It is never “fun” living

in a home during a major kitchen demo/renovation, but it was so worth it. | would absolutely
recommend this type of loan. We actually gave the information to two of our friends for their
home renovation projects.”

— Meghan P., Massachusetts

“I wouldn't have bought this great house without the 203K loan to update it. Thank you!!”

— Anonymous

“As a first time home buyer, the ability to purchase a home is very difficult in a market with a lot
of competition. Finding homes within my budget that were semi or fully move in ready was a
challenge. The best options were to look at foreclosures or homes that needed some TLC. The
ability to obtain a renovation loan made prospecting a bit easier, but still competitive. The key
for me was having an experienced team that worked fast. When a great opportunity comes
available, you need to be ready to move and move quickly. | appreciated the honesty and direct
nature of the team and | liked knowing exactly what was needed of me and when. This allowed
me to put perspective on the housing environment and the expectation of the process. With that
being said, being prepared and not getting overwhelmed made the process go very smooth. My
realtor and mortgage team set the expectation of the process and there was very little deviation
from it. In the future, | will consider this type of loan.”

— Contessia E., Washington

Your home, your way. That’s the fair way.
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INDEPENDENT MORTGAGE CORPORATION

David Haley

Branch Manager, NMLS 76555

Office: 425-471-6039

Fax: 866-237-2061
davidhaleyteam@fairwaymc.com

www.DavidHaleyMortgage.com
6100 219th Street, S.W.,, Suite 480, Mountlake Terrace, WA 98043

Milaini West

Managing Broker
Keller Williams Greater Seattle

Office: (214) 650-4749

Cell: 214-650-4749
milaina@milainawestgroup.com

1307 N 45th St, Suite 300, Seattle, WA 98103
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