World Capital Lending, Ltd. Co.

Renovation Loan Disclosure

This disclosure is being provided to you for the purposes of disclosing the key features of the renovation loan program.  “You” or “your” refers to each person/entity applying for the renovation loan.  “We”, “us” or “our” refers to the broker and/or lender.  Lender reserves the right to sell servicing or participate the loan as deemed necessary or prudent during the renovation phase of the loan.

The purpose of the renovation loan is to provide financing for the purchase or refinance and renovation of 1-4 unit residential properties.  The program is available to owner occupant and investor clients.
The interest rate charged is prime plus 1%, fixed during the term of construction.  Points are based on the final loan amount.  The minimum loan amount is $40,000.  The minimum cost of renovations permitted under this program is $5,000.
Payments are interest only based on the amount drawn and are due monthly.  You will receive a statement after the close of the calendar month.

The amount that we will lend on any project is determined by the “after renovated value” (ARV) of the property.  When the loan is for an owner occupant purchaser (must reside in the property for at least 1 year) we will loan up to 90% of the ARV.  For investor purchasers, the loan amount is limited to 80% of the ARV.  On any 2-4 unit properties the loan will be capped at 80% of the ARV.  Condo conversions, mixed use properties and small/mid-size apartment buildings will be done on a case by case basis.
The term of the loan will be determined by the dollar amount of renovation costs on the draw schedule.  For renovation costs up to and including $20,000, the loan will be written on a six (6) month term; $20,001 - $100,000, the loan will be written for 9 months; and $100,001 and greater, the loan will be written for our maximum term of 12 months.  Extensions are granted on a case by case basis in four (4) month increments and may result in a fee of at least .50% of the original loan amount.
To begin the process, you must submit a ratified contract of sale or the most recent mortgage statement if you currently own the property, acceptable draw schedule in Excel format (a sample will be provided), floor sketches and an ESTIMATE of the ARV.  The appraisal cannot be ordered if any of this information is missing.  You will also have to provide your personal financial information including but not limited to:  pay stubs covering the most recent 4 week period, W2’s and pages 1, 2 and Schedule E of your Federal tax returns, bank statements covering the most recent 2 statement periods and if you are self employed, a statement from your accountant stating how long you have filed taxes as self employed and in what field.  If you have experience in the acquisition and renovation of real estate, you will be required to furnish a written description of your experience.  If you have no prior experience in the renovation of real estate, you will be required to use a licensed contractor.  The signed contract between you and your contractor, along with a copy of the contractor’s MHIC license and evidence of his/her liability insurance must be submitted prior to the presentation of your loan package to loan committee for approval.
Side collateral is a mandatory requirement of this loan.  Side collateral can be in the form of other real estate, cash that will be placed in a CD account.  In the event other real estate will be offered to meet this requirement, provide the most recent mortgage statement and evidence of value.  Acceptable sources of value are an appraisal prepared in the most recent 12 month period, the most recent tax assessment or an automated valuation report.  The title company will be required to provide lien sheets and may be required to provide title insurance for the real estate used as side collateral.  Properties with first and second liens will be considered on a case by case basis..
At least 72 hours prior to closing, you must provide evidence that you have secured the proper insurance coverage on the subject property.  All renovation loans require Builder’s Risk insurance and General Liability insurance.  The Builder’s Risk insurance coverage must be for the loan amount and itemized for dwelling and materials and must cover theft.  The General Liability insurance may be extended from your existing homeowner’s policy.  Ask your insurance agent for more details.
There will be no forward funding for draws.  You will only receive a draw after work has been completed and inspected and found to be done in a workmanlike manner.  To request a draw, you will call the draw department where an inspector will be assigned.    You may take as many or as few draws as you deem necessary, however, each inspection costs $100 and is deducted from the total draw amount at the time of disbursement.  Partial draws will not be processed.  If you are requesting a draw, ALL work described in the line item must be complete.  No draws will be approved for incomplete work.  Funds will not be disbursed without a completed and signed Disbursement Authorization form.
Draw funds will be disbursed within 7 – 10 business days from the date the inspector’s report is received.

The final draw will not be disbursed until we are in receipt of a final “Use and Occupancy” permit issued by the local municipality and in the case of a note modification, evidence a hazard policy has been secured to replace the Builder’s Risk insurance.

Be advised that you are required to make timely payments on the loan each and every month regardless of any delays in the renovation process.

If it is your intent to retain the property upon completion of the renovation, your loan may be eligible for modification into permanent financing.  It is advisable that you keep your Loan Officer apprised of your project status to allow for efficient processing of the necessary paperwork to convert the renovation loan to permanent financing.  At least thirty (30) days prior to completion contact your Loan Officer to discuss the financing options available at which point you may elect to lock in the interest rate and points.  In any case you must lock in your interest rate and points at least three (3) business days prior to closing on the modification.   Two weeks from completion of the renovation you must submit updated bank statements and income documentation (if income qualifying).  A new credit report will be pulled and an application package will be prepared for your signature.   Any negative changes to your financial situation such as but not limited to late payments, increased balances on revolving debt, change in employment and/or income, decrease in FICO scores, insufficient liquid assets, etc may result in deteriorated pricing or in a worse case, denial from the Lender for permanent financing.
This disclosure does not detail all of the features of the Renovation Loan Program, however it is meant to serve as a guide to the main points of your loan.  Please consult your Loan Officer with specific questions regarding your transaction.

By signing below, you acknowledge receipt and understanding of the information contained in this disclosure.  Further, you understand that this is not a commitment to lend, nor is it an approval or indication of approval from Lender.
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