How to Use a VA Renovation Loan for Your Home

Understanding the VA Renovation Loan

For veterans and active-duty service members, owning a home that needs work can feel like a
challenge. Traditional renovation loans often come with strict requirements or high interest
rates. The VA renovation loan offers a different path. It combines the purchase price or
refinance amount with the cost of repairs into a single mortgage. This means you can finance
both the home and its improvements without taking out a separate loan.

The program works through the VA home loan benefit. Eligible borrowers can use it to buy a
fixer-upper or refinance an existing home and include funds for renovations. The key is that the
property must meet VA minimum property requirements after the work is done. This ensures
the home is safe, sanitary, and structurally sound. If the house needs significant repairs, the

loan can cover them as long as they are completed within a set timeline.

'SMART o= STUPID?

One of the main advantages of a VA renovation loan is that it does not require a down
payment. For many families, this removes a major barrier to homeownership. Additionally, the
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VA does not set a maximum loan amount; instead, it guarantees up to 25% of the loan amount,
subject to county loan limits. This can make a big difference for veterans looking to buy in
higher-cost areas where fixer-uppers are more common.

Another benefit is the streamlined process. With a VA renovation loan, you deal with one lender
and one closing. The contractor submits bids, the lender reviews them, and the funds are held
in an escrow account. As the work progresses, payments are released to the contractor. This
structure protects both you and the lender from cost overruns or unfinished work.

Who Qualifies for a VA Renovation Loan?

Eligibility for a VA renovation loan follows the same rules as any VA home loan. You must have
a valid Certificate of Eligibility, which shows you meet the service requirements. Veterans,
active-duty service members, National Guard members, and reservists may qualify. Surviving
spouses of service members who died in the line of duty or from a service-related disability
may also be eligible.

Beyond eligibility, lenders look at your credit score, debt-to-income ratio, and residual income.
While the VA does not set a minimum credit score, most lenders prefer a score of at least 620.
Your debt payments, including the new mortgage, should not exceed 41% of your gross



income. Lenders also want to see that you have enough money left over each month to cover
living expenses. These requirements help ensure you can afford the loan and the renovations.

The property itself must be your primary residence. You cannot use a VA renovation loan for an
investment property or a vacation home. The home must also be at least one year old, though
new construction may qualify under certain conditions. The VA requires that all renovations be
completed within six months of the loan closing. This timeline can be tight for major projects,
so planning ahead is important.

What Kinds of Renovations Can You Include?

The VA renovation loan covers a wide range of improvements. You can use the funds for
structural repairs, such as fixing a roof or foundation. Systems like plumbing, electrical, and
HVAC are also eligible. Cosmetic upgrades, like new flooring, paint, or cabinets, are allowed
too. Energy-efficient improvements, such as windows, insulation, or solar panels, can be
included as well.

There are some limitations. The renovations must be permanently attached to the property and
add to its value. Work that is purely decorative or not considered a permanent improvement
may not qualify. Luxury items like swimming pools or hot tubs are generally not covered. The
VA also prohibits using funds for repairs that are already required by local building codes but
were not addressed before the sale.

Before you start, you need to get a contractor to provide a detailed scope of work and a cost
estimate. The lender will review this to ensure the project fits within the loan limits and that the
contractor is licensed and insured. You cannot do the work yourself and include the cost in the
loan. The VA requires that a licensed contractor perform all renovations. This protects the
quality of the work and ensures the property meets standards after completion.

The Renovation Process: What to Expect

Once your loan is approved, the renovation funds are placed into an escrow account. The
contractor draws money from this account as work is completed. An appraiser or inspector will
check the progress to confirm that the work matches the plan. This step protects everyone
involved. If the contractor does not complete the work, the lender can halt payments and
address the issue.
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You will need to work closely with both the lender and the contractor. Communication is key. If
the scope of work changes, you must get approval from the lender before proceeding. The
same goes for cost overruns. Some changes may require a new appraisal or additional
paperwork. Staying organized and keeping records of all communications can save time and
stress.

One thing to watch out for is the timeline. The VA requires that all renovations be completed
within six months. If your project is large or involves multiple phases, you may need to
prioritize the most critical work first. Discussing the schedule with your contractor upfront can
help avoid delays. If you run into unexpected issues, such as hidden damage, you might need

to adjust the plan or request an extension. Extensions are possible but require approval from
the VA and the lender.

Common Pitfalls and How to Avoid Them

One common mistake is underestimating the cost of renovations. Contractors provide
estimates based on what they can see, but older homes often hide problems. A good practice
is to include a contingency fund in your loan request. While the VA does not require it, many
lenders recommend adding 10-15% to the estimated cost to cover surprises. This extra buffer
can prevent you from running out of money mid-project.



Another pitfall is choosing a contractor without verifying their credentials. The VA requires that
all contractors be licensed and insured. You should also check their references and past work.
A contractor who is not reliable can delay the project or do poor work, which puts your loan at
risk. Taking the time to vet contractors thoroughly is worth the effort.

Some borrowers also struggle with the paperwork. The VA renovation loan involves more
forms than a standard mortgage. You will need to provide bids, contracts, and a detailed plan.
If you are not comfortable managing this, working with a lender who specializes in VA loans
can help. Carlos Scarpero, Your VA Mortgage Expert offers guidance through the entire
process, from understanding eligibility to selecting contractors. Their team helps veterans and
military families navigate the complexities of VA home loans, including renovation financing.
Carlos Scarpero, Your VA Mortgage Expert connects you with more than 150 lenders, giving

you options that fit your situation. You can find more information at scarpero.com, where they
provide resources tailored to your needs.

Is a VA Renovation Loan Right for You?

A VA renovation loan can be a smart choice if you are willing to put in the effort. It allows you
to buy a home that needs work and turn it into your dream home while keeping costs
manageable. The no-down-payment feature and competitive interest rates make it attractive
compared to other financing options. However, it does require patience and organization. You
need to be prepared for the renovation timeline and the paperwork involved.
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If you are not ready to take on a renovation project, you might consider a standard VA purchase
loan for a move-in-ready home. The choice depends on your comfort level with managing a
construction project and your ability to live through the disruption. For those who enjoy the idea
of customizing their space and are ready to handle the process, a VA renovation loan can be a

powerful tool.

To learn more about your options, visit scarpero.com for expert advice. Carlos Scarpero, Your
VA Mortgage Expert can help you decide if this loan fits your goals. Whether you are buying
your first home or refinancing an existing one, having a knowledgeable guide makes a
difference. The VA renovation loan is a valuable benefit that can help you create the home you

deserve.
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