
How to Use a VA Renovation Loan for a Fixer-
Upper
Buying a home that needs work can be a smart move, especially for veterans and active-duty
service members. A property in need of repairs often comes with a lower purchase price, and it
gives you the chance to customize the space to your liking. But financing both the purchase
and the renovations can be tricky. That is where a VA-backed renovation loan comes into play.

This type of financing combines the purchase price and the cost of eligible repairs into a single
mortgage. Instead of taking out a separate loan for the work, you roll everything into one
monthly payment. For eligible veterans, this can open the door to homes that would otherwise
be out of reach or require too much cash upfront.

What Makes a Property a Fixer-Upper
A fixer-upper is generally a home that is structurally sound but needs updates or repairs. These
could range from cosmetic changes like new paint or flooring to more involved projects such
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as replacing a roof, updating electrical systems, or remedying foundation issues. The key is
that the home is habitable but not move-in ready by current standards.

For VA financing, the property must meet minimum property requirements (MPRs) after the
renovations are complete. This means the home must be safe, sanitary, and structurally sound
once the work is done. If the property does not meet MPRs at the time of purchase, a VA
renovation loan can help bring it up to standard.

How a VA Renovation Loan Works
The VA itself does not lend money; it guarantees a portion of the loan, which allows private
lenders to offer favorable terms. The renovation loan works similarly but includes an extra step:
you and your lender estimate the cost of the planned repairs, and that amount is added to the
loan principal. The total loan amount is based on the "as-completed" value of the home,
meaning the appraised value after the work is finished.

The process involves a VA appraisal that considers both the current condition and the
projected value after repairs. The appraiser will also note any required repairs that must be
completed for the home to meet MPRs. Once the loan closes, the renovation funds are held in
an escrow account and released as work progresses. You will need a contractor to perform the
work, and the lender will typically require that the contractor be licensed and bonded.



Eligibility and Entitlement
To qualify for any VA-backed loan, you must meet service requirements and have a valid
Certificate of Eligibility (COE). The VA entitlement you have available will affect how much you
can borrow without a down payment. For a renovation loan, the entitlement works the same
way as a standard purchase loan. The difference is that the loan amount includes the
renovation costs, so you may need to ensure your entitlement covers the total.

If you have used part of your entitlement on a previous loan, you may still have enough
remaining for a renovation loan. Some veterans choose to restore their entitlement by selling
the previous home or by having the new buyer assume the old loan. It is worth checking with a
lender who understands VA rules to see where you stand.

What Repairs Are Eligible
Not every home improvement project qualifies. The VA has guidelines on what counts as a
necessary repair or improvement. Generally, eligible projects include:

Structural repairs like foundation work, roof replacement, or wall reinforcement

Updates to major systems such as plumbing, electrical, or heating and cooling

Energy efficiency improvements like better insulation, efficient windows, or solar
panels

Health and safety upgrades such as handrails, smoke detectors, or lead paint removal

Cosmetic changes that affect habitability, like replacing broken windows or fixing
flooring

Luxury items like swimming pools, hot tubs, or purely decorative landscaping are not covered.
The focus is on making the home safe, comfortable, and functional. Your lender will have a list
of approved improvements, and the appraiser will help confirm that the planned work meets VA
standards.

Choosing a Contractor and Managing the Work
Since the renovation funds are released in stages, you will need a reliable contractor who can
provide detailed bids and stick to a schedule. The lender will release funds in draws, meaning
the contractor submits invoices and the lender pays them directly from the escrow account.
This protects you, the veteran, from paying for work that is not completed.

It is smart to get multiple bids and check references. Look for contractors who have
experience with VA renovation loans, as they understand the inspection and draw process.
Keep in mind that the work must be completed within a set timeframe, usually six to twelve



months, depending on the lender. Delays can happen, but staying in communication with your
contractor and lender helps keep the project on track.

Alternatives to a Renovation Loan
If a full renovation loan does not fit your situation, there are other VA-backed options. A VA
cash-out refinance allows you to tap into the equity of a home you already own to fund repairs.
This can be useful if you bought a home with a conventional loan and now want to renovate
using VA financing. However, you must have owned the home for at least six months and have
enough equity to qualify.

Another option is the VA energy-efficient mortgage (EEM), which is not a separate loan but an
add-on to a VA purchase or refinance loan. It covers improvements that reduce energy
consumption, such as new HVAC systems, better insulation, or solar panels. The EEM can be a
good fit if your fixer-upper needs only energy-related upgrades.

For smaller projects, a personal loan or a home equity line of credit (HELOC) might work, but
these usually come with higher interest rates and shorter terms. The advantage of a VA-backed
loan is the competitive rates and no down payment requirement, which can save you money
over the long term.



Common Pitfalls to Watch For
One mistake is underestimating the cost of repairs. Always get detailed bids and add a
contingency of ten to twenty percent for unexpected issues. Older homes can hide problems
like outdated wiring or mold behind walls, and those can derail your budget and timeline.

Another issue is choosing a home that is too far gone. Some properties are beyond what a
renovation loan can fix, especially if they have extensive structural damage or are not habitable
at the start. The VA requires that the home be occupied within a reasonable time after closing,
so a complete gut job may not qualify. Work with your real estate agent and lender to evaluate
whether the home is a good candidate.

Finally, be realistic about your own capacity to manage a renovation. Living through
construction is stressful, and delays are common. If you are not prepared for disruption,
consider a home that needs fewer repairs or one that is already move-in ready.

Is a VA Loan for a Fixer-Upper Right for You?
For veterans who want to buy a home with potential, a VA loan for fixer upper can be a practical
path. It combines the benefits of VA financing, no down payment, competitive rates, and no
mortgage insurance, with the ability to finance necessary repairs. This approach can make
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homeownership more accessible, especially in markets where move-in ready homes are
expensive or scarce.

That said, it is not for everyone. You need to be comfortable with project management, patient
with timelines, and realistic about costs. If you have the time and willingness to oversee a
renovation, this type of loan can help you turn a dated property into your ideal home. If you
prefer a turnkey solution, a standard VA purchase loan for a home that already meets MPRs
might be a better fit.

Before committing, talk to a lender who specializes in VA loans and ask about their experience
with renovation loans. They can walk you through the process, help you estimate costs, and
connect you with contractors who know the VA requirements. With proper planning, a fixer-
upper can become a smart investment and a home you are proud to own.


