
Residential Construction 
Loan Handbook

We help you build a house. 
You make it a home.
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Choosing the right financial partner is one of the most important decisions you’ll make 
when building a home. You need more than just a great rate. You need a team that provides 
the right products, technology, and resources, along with the experience to guide and 
support you.

Our team brings a unique advantage—firsthand experience in the construction field paired 
with long-standing careers in construction financing. This combination allows us to navigate 
the complexities of the building process with precision, helping minimize delays and keep 
your project moving forward.

We will be with you every step of this journey to build your dream home, from application to 
move-in and beyond. This handbook is designed as a clear, easy-to-follow guide to answer 
many of the most common questions we receive from borrowers like you.

Please take time to review this handbook carefully. You will be required to acknowledge and 
certify that you have received, read, and understand its contents. Of course, we are always 
here to answer your questions and can be reached using the contact information below.

We look forward to partnering with you and your builder to bring your vision to life.

Sincerely,

JONATHAN LAMMERS 
VP, Construction Lending Program Manager

Licensed Residential Builder (#2101193421) 
Phone: 248-205-1425 
Email: constructiondraw@firstmerchants.com

	 Thank you for choosing First Merchants

Have a question about your construction loan or the draw process? 
Email constructiondraw@firstmerchants.com. This inbox is monitored by 

the Construction Lending Team for the quickest response.
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First Merchants is a community-focused bank with 
our roots firmly in the Midwest. We got our start in 
Muncie, Indiana in 1893, and we’ve grown to proudly 
serve customers across Indiana, Kentucky, Michigan, 
and Ohio—while maintaining the welcoming, 
relationship-centered feel of a true community bank.

Our mission, guided by our Helping You Prosper 
philosophy, goes far beyond traditional banking. 
We’re committed to delivering attentive, dependable 
service that ensures customers feel supported 
at every step of their financial journey. That same 
commitment extends into the communities we 
serve. Our team members volunteer, partner with 
local nonprofits, and provide financial education 
that helps strengthen families, businesses, and 
neighborhoods.

This combination has earned First Merchants 
recognition among top banks and top workplaces in 
the nation, reflecting the care we take in supporting 
both our customers and our employees.

Services
We offer comprehensive “whole bank” services 
including personal banking, mortgage lending, 
small business banking, commercial banking, and 
private wealth management. So, if all you need 
is a construction loan, or you’re also interested 
in opening a checking account, funding a new 
business, or managing your investments – we’re  
here to help.

We also offer innovative options aimed at making 
your life a little easier – such as a top-rated mobile 
app with a budget building personal finance tool, 
an interactive online financial wellness learning 
platform, and calculators to help you make decisions 
about your life.

OUR VISION
To enhance the financial wellness of the 

diverse communities we serve.

OUR MISSION
To be the most attentive, knowledgeable 
and high-performing bank for our clients, 

teammates and shareholders.

OUR TEAM
We are a collection of dynamic colleagues 
with diverse experiences and perspectives 

who share a passion for positively impacting 
lives. We are genuinely committed to 

attracting and engaging teammates of 
diverse backgrounds. We believe in the 

power of inclusion and belonging.

	 About First Merchants

Borrower gets 
Pre-qualified

Builder will request draws  
as work is completed

An on‑site inspection is 
ordered to ensure work is 

completed per draw request

Both parties sign a 
build contract

First Merchants approves the 
construction loan, project, and 

builder registration

Construction 
Commences

Title Endorsements

When the project is 
complete, a final inspection 

takes place to make sure 
work is completed

Move In!

Borrower and Builder create 
a budget from plans and 

specifications of your choice 

Closing Day

Borrower applies for 
the mortgage and 
submits paperwork

	 Construction Process
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Streamline the loan process with a Construction-to-Permanent Loan which finances the construction with a short-
term loan (usually 12-18 months), and then converts to a traditional mortgage — all with one closing. Saving you 
time and money as we work to help you prosper.

Features
•	 Loan amounts up to $3 million*

•	 Adjustable rate options (ARMs) and fixed rate options available

•	 Financing for new construction or renovation of an existing home

•	 Available for primary and secondary homes

•	 Borrow up to 90% of the sale price or your home’s “to-be-completed” value

•	 Build on your lot or purchase a lot with your construction loan

•	 Up to 18 months to build

•	 Draw requests completed in a timely manner

•	 Interest-only payments during the construction phase

•	 Single, one-time closing

•	 Option to convert to current mortgage rates after construction is complete (terms apply)

•	 PLUS…local underwriting and servicing, quick turnaround times and a local team you can turn to

*Higher loan amounts may be available upon request.

	 Construction-to-Permanent Loan

Applying for a Construction-to-Permanent loan is very similar to that of traditional mortgage financing. Our team 
will review your financial information such as income, assets, debts, and credit history. In addition to obtaining this 
information, we will order an appraisal to determine the “Subject-to-Completion” value of the project (meaning, how 
much the house will be worth when it is done).

The approval process for a Construction-to-Permanent loan may take a little longer than that of traditional financing 
due to the complexity of the transaction that needs to be reviewed. You will be required to provide information 
related to the construction project, such as Builder Registration, project plans and specifications, budget and more.

We understand that applying for a loan can seem like a daunting process, and it is our goal to make the process as 
easy as possible. Below is a checklist of the information and documentation you’ll need to complete your application.

General Items
•	 Current and previous addresses (2 years)

•	 Current and previous employment information (2 years)

•	 Document income, assets and liabilities 

•	 �Document current monthly housing expenses such as rent and mortgage payments

•	 Address and market value information for properties you own, including taxes and insurance

Construction Related Items
•	 �Builder Registration (see page 10 for details)

•	 �Set of project plans and specifications

•	 �Copy of project budget or Sworn Statement

•	 �Executed building contract between builder and borrower

•	 Builder's Risk Insurance

To begin the application process, contact a First Merchants 
loan officer for personalized guidance, or apply online at  
www.firstmerchants.com. Our team will walk you through each 
step, help you understand documentation requirements, and 
ensure your application is completed as efficiently as possible.

	 Applying for a Loan
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First Merchants issues  
initial Loan Estimate 

disclosure to borrower

Borrower informs  
First Merchants of intent to 
proceed with transaction

Property 
appraisal is 

ordered

First Merchants underwriter 
reviews borrower credit, 

income, asset and  
property information

Borrower submits 
verification documents

 (e.g., income, assets, etc.)  
to First Merchants

Loan application  
approved?

Adverse  
Action Letter

Yes

Loan closing scheduled  
& Closing Disclosure 
issued to borrower

Closing Day!

No

Lot payoff, 
if necessary

Initial draw 
at closing, 
if requested

Remainder of 
construction loan 
funds held until 
needed

First Merchants  
reviews Builder 
Registration

First Merchants 
reviews project 
approval

Borrower submits  
loan application to 

First Merchants

	 Loan Process

Finding a qualified builder is a critical step towards your projects’ 
success. At First Merchants, we require all builders meet a set of 
requirements in order to act as your builder for your new project.

Your builder will be required to supply the following information:

•	 Builder’s Questionnaire 
All pertinent contact information for your builder including past 
sales information and appropriate references from past clients, 
subcontractors and suppliers.

•	 State Contractor’s License — Builder’s License (if applicable)

•	 Driver’s License 

•	 General Liability Insurance

•	 Workman’s Compensation Certificate (if applicable)

•	 W-9 Form

•	 List of completed projects from the past 3 years

We will also order a “soft pull” credit report on all principals of 
the company to verify the credit worthiness of anyone who will 
be administering the payment of subcontractors and suppliers 
associated with your project. 

Before registration, our team will review all information supplied, 
including verifying valid contractors’ licenses, contacting references 
and running background checks to ensure your builder’s 
qualifications meet our requirements.

Once your builder is registered, we will notify all parties and you may 
move to the next steps of the process.

Finding the Right Builder
Once you have identified potential 
candidates, be sure to consider  
the following: 

	� �Interview the builder. Ask how 
long they have been in business 
and if they have the appropriate 
experience.

	� Contact references. Ask about 
how projects were managed 
including any issues related  
to contractors, errors or delays. 
Find out how the builder 
warranties work once a project 
 is completed.

	� Check with your local chapter 
of National Association of 
Home Builders or other industry 
related groups.

	� ��Inspect one or more of the 
builder’s finished projects for 
quality, fit and finish. 

	� Review sample contracts, 
budget, change orders, 
schedules, draw requests  
and procedures they follow  
for each item.

	� Ask your attorney to review  
the contract before signing.

QUICK TIP: Start your search 
with friends, family members or 
colleagues who have recently had 
work completed on their homes or 
businesses.

	 Builder Registration Process

Form    W-9
(Rev. October 2018)

Department of the Treasury  

Internal Revenue Service 

Request for Taxpayer 

Identification Number and Certification

▶ Go to www.irs.gov/FormW9 for instructions and the latest information.

Give Form to the  

requester. Do not 

send to the IRS.
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3.

1  Name (as shown on your income tax return). Name is required on this line; do not leave this line blank.

2  Business name/disregarded entity name, if different from above

3  Check appropriate box for federal tax classification of the person whose name is entered on line 1. Check only one of the 

following seven boxes. 

Individual/sole proprietor or 

single-member LLC

 C Corporation S Corporation Partnership Trust/estate

Limited liability company. Enter the tax classification (C=C corporation, S=S corporation, P=Partnership) ▶ 

Note: Check the appropriate box in the line above for the tax classification of the single-member owner.  Do not check 

LLC if the LLC is classified as a single-member LLC that is disregarded from the owner unless the owner of the LLC is 

another LLC that is not disregarded from the owner for U.S. federal tax purposes. Otherwise, a single-member LLC that 

is disregarded from the owner should check the appropriate box for the tax classification of its owner.

Other (see instructions) ▶ 

4  Exemptions (codes apply only to 

certain entities, not individuals; see 

instructions on page 3):

Exempt payee code (if any)

Exemption from FATCA reporting

 code (if any)

(Applies to accounts maintained outside the U.S.)

5  Address (number, street, and apt. or suite no.) See instructions.

6  City, state, and ZIP code

Requester’s name and address (optional)

7  List account number(s) here (optional)

Part I Taxpayer Identification Number (TIN)

Enter your TIN in the appropriate box. The TIN provided must match the name given on line 1 to avoid 

backup withholding. For individuals, this is generally your social security number (SSN). However, for a 

resident alien, sole proprietor, or disregarded entity, see the instructions for Part I, later. For other 

entities, it is your employer identification number (EIN). If you do not have a number, see How to get a 

TIN, later.

Note: If the account is in more than one name, see the instructions for line 1. Also see What Name and 

Number To Give the Requester for guidelines on whose number to enter.

Social security number

– –

or
Employer identification number 

–

Part II Certification

Under penalties of perjury, I certify that:

1. The number shown on this form is my correct taxpayer identification number (or I am waiting for a number to be issued to me); and

2. I am not subject to backup withholding because: (a) I am exempt from backup withholding, or (b) I have not been notified by the Internal Revenue 

Service (IRS) that I am subject to backup withholding as a result of a failure to report all interest or dividends, or (c) the IRS has notified me that I am 

no longer subject to backup withholding; and

3. I am a U.S. citizen or other U.S. person (defined below); and

4. The FATCA code(s) entered on this form (if any) indicating that I am exempt from FATCA reporting is correct.

Certification instructions. You must cross out item 2 above if you have been notified by the IRS that you are currently subject to backup withholding because 

you have failed to report all interest and dividends on your tax return. For real estate transactions, item 2 does not apply. For mortgage interest paid, 

acquisition or abandonment of secured property, cancellation of debt, contributions to an individual retirement arrangement (IRA), and generally, payments 

other than interest and dividends, you are not required to sign the certification, but you must provide your correct TIN. See the instructions for Part II, later.

Sign 
Here

Signature of 

U.S. person ▶

Date ▶

General Instructions

Section references are to the Internal Revenue Code unless otherwise 

noted.

Future developments. For the latest information about developments 

related to Form W-9 and its instructions, such as legislation enacted 

after they were published, go to www.irs.gov/FormW9.

Purpose of Form

An individual or entity (Form W-9 requester) who is required to file an 

information return with the IRS must obtain your correct taxpayer 

identification number (TIN) which may be your social security number 

(SSN), individual taxpayer identification number (ITIN), adoption 

taxpayer identification number (ATIN), or employer identification number 

(EIN), to report on an information return the amount paid to you, or other 

amount reportable on an information return. Examples of information 

returns include, but are not limited to, the following.

• Form 1099-INT (interest earned or paid)

• Form 1099-DIV (dividends, including those from stocks or mutual 

funds)

• Form 1099-MISC (various types of income, prizes, awards, or gross 

proceeds)

• Form 1099-B (stock or mutual fund sales and certain other 

transactions by brokers)

• Form 1099-S (proceeds from real estate transactions)

• Form 1099-K (merchant card and third party network transactions)

• Form 1098 (home mortgage interest), 1098-E (student loan interest), 

1098-T (tuition)

• Form 1099-C (canceled debt)

• Form 1099-A (acquisition or abandonment of secured property)

Use Form W-9 only if you are a U.S. person (including a resident 

alien), to provide your correct TIN. 

If you do not return Form W-9 to the requester with a TIN, you might 

be subject to backup withholding. See What is backup withholding, 

later.

Cat. No. 10231X

Form W-9 (Rev. 10-2018)

Builder Questionnaire 

Instructions 

First Merchants Bank requires this questionnaire to be completed in detail, dated and signed by the Builder.  Please be sure to provide 

complete addresses and telephone numbers where requested. 

Borrower(s) Name 

General Information 

Name of Contractor (as it appears on State Contractors License) 

Business Name (Including DBA) 

Number of years in business 

Business Address 

City 

State 

Zip 

Business Telephone (area code) 

Fax (area code) 

Email Address 

Business Information 

Federal Tax ID Number 

State Contractors License Number 

Years in Residential Construction 

Is your License in good standing? 

Yes 

Have you ever had your Contractors License revoked or suspended? 

Yes - Provide a letter of explanation and include with this questionnaire.

Is your Business a Sole Proprietorship? 

Sole Proprietor’s Name 

Is your Business a Partnership? 

Partner Name 

Title 

Percent Owned 

Years experience in residential construction 

Partner Name 

Title 

Percent Owned 

Years experience in residential construction 

Is your Business a Corporation? 

CEO/President 

Percent Owned 
Years experience in residential construction? 

CFO Controller 

Percent Owned 
Years experience in residential construction? 

Have you, your organization, any officer or partner ever failed to complete a construction contract or failed in a construction related business? 

Are you or your organization currently involved in any disputes, lawsuits, judgments, liens, mediation, or surety claims? 

Gross Sales/Project History 

Identify your company’s gross sales and number of projects completed for each of the last three fiscal years. 

Years 

Gross Sales ($) 

# of Projects Completed 

1. 

2. 

3. 

Rev 2 – 6/22 

Page 1 of 4 

No

No - Provide a letter of explanation and include with this questionnaire.

Yes - Provide a letter of explanation and include with this questionnaire.

Yes - Provide a letter of explanation and include with this questionnaire.

No

No

Rev	
  1	
  –	
  4/14	
  

Page	
  1	
  of	
  1	
  

Draw	
  Request	
  Form	
  

Project	
  Name:	
  Date:	
  

Owner:	
  
Property	
  Address:	
  
City:	
  

State:	
  

Zip	
  Code:	
  

Contractor:	
  

Telephone:	
  (area	
  code)	
  

Email:	
  

Draw	
  Schedule	
  Line	
  Number	
  
Payee	
  

Amount	
  ($)	
  

Current	
  Request	
  

TOTAL	
  in	
  the	
  amount	
  of	
  ($)	
  
Contractor	
  

Date	
  

By signing Contractor hereby certifies to First Merchants Bank that the work set forth in the above requested progress draw has been completed in accordance 

with the plans and specifications for the project and meets code and all other guidelines established by the governing municipality.  The undersigned further 

warrants that the costs requisitioned for work on previous draws have been paid. Owner	
  

Date	
  

By signing Owner(s) hereby certifies to First Merchants Bank (FMB) that: (i) the work and/or materials are acceptable to Owner(s) who approves Contractor's 

Draw Request as made herein and, (ii)  authorizes FMB to release said funds upon FMB’s approval of the Draw Request. Owner(s) hereby agrees and 

represents that Owner(s) has forwarded to FMB, certified mail, return receipt requested, any notices, preliminary notices, lien claims or documents related 

thereto, claims or the like, which Owner(s) has received, and hereby agrees to indemnify and hold harmless FMB, as a result of Owner's failure to do so.  

RESIDENTIAL NEW CONSTRUCTION PROJECT SWORN STATEMENT FOR       OWNER:
CONTRACTOR OR SUBCONTRACTOR

CONTRACTOR'S NAME:
 PERIOD FROM:  TO  REQUEST NO.:

32991 Hamilton Court

STATE OF MICHIGAN  )

Farmington Hills, MI 48334

 ) ss

Phone:  248.205.1425

COUNTY OF  )

Fax:  248.479.1721
e-mail:  constructiondraw@firstmerchants.com

being duly sworn, deposes and says:(1) That

is the (contractor)(subcontractor) for an improvement to the following described real property situated in

County, Michigan, described as follows:

(insert legal description of property)

The following is a statement of each subcontractor and supplier, and laborer for whom payment of wages or fringe benefits and withholdings is due but unpaid, with whom the (contractor) (subcontractor) has (contracted) or 

(subcontracted) for performance under the contract with the owner or lessee of the property, and the amounts due to the persons as of the date of this statement are correctly and fully set forth opposite their names:

Amount of

NAME ADDRESS AND TELEPHONE NUMBER

Laborer Fringe

Type of Total Change Adjusted Amount Amount Total Balance Amount of Benefits and

No. OF SUBCONTRATOR, LABORER OR SUPPLIER Improvement Furnished Contract Orders Contract Already Currently Retention To Laborer Wages Withholdings

Price (+) or (-) Price Paid Owing Withheld Complete Due But Unpaid Due But Unpaid

1
Demolition

0.00
0.00

2
Foundation

0.00
0.00

3
Sand/Gravel/Backfill

0.00
0.00

4
Basement Walls

0.00
0.00

5
Structural Steel

0.00
0.00

6
Rough Lumber/Trusses

0.00
0.00

7
Finish Lumber

0.00
0.00

8
Rough Carpentry

0.00
0.00

9
Finish Carpentry

0.00
0.00

10
Windows & Doors

0.00
0.00

11
Roofing Labor/Material

0.00
0.00

12
Insulation

0.00
0.00

13
Brick

0.00
0.00

14
Mason Labor/Material

0.00
0.00

15
Siding

0.00
0.00

16
Rough Plumbing

0.00
0.00

17
Finish Plumbing

0.00
0.00

18
Rough Electrical

0.00
0.00

19
Finish Electrical

0.00
0.00

20
Drywall Labor

0.00
0.00

21
Drywall Material

0.00
0.00

22
Cement Work - Inside

0.00
0.00
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Builder submits  
project documentation  

to First Merchants

Borrower submits 
verification of items  
paid for in advance*  
to First Merchants

First Merchants sends 
project approval package to 
Processor, who submits to 
construction lending team

First Merchants notifies 
builder and borrower 

of decision for possible 
resubmission

First Merchants  
notifies builder  

and/or borrower  
of missing items

During the Underwriting phase of your loan, our team  
will work with you to collect the items we need to 
approve your project:

1.	 Signed construction contract with your builder
Your construction contract should have key  
elements including:
•	 Scope of Work – type of materials to be used, 

windows, heating/cooling systems, etc
•	 Timing for completion — construction schedule 

and penalties for missed milestones
•	 Payment terms — draw schedule and how to 

handle cost overruns
•	 Change Orders — detailed description of work 

to be changed, costs, and timing (requires First 
Merchants approval)

•	 Default provisions
•	 Dispute Resolution — Arbitration vs Lawsuit

2.	 Sworn Statement/Budget
In some geographical regions, builders use a 
sworn statement to itemize and budget costs 
for improvements, materials, and labor on your 
project. It outlines all funds due and is their way of 
accounting for draws and monitoring progress. In 
other regions, a line-item budget is used for project 
approval and draw requests are based on percent 
of work completed. Disbursements are reviewed 
and compared to percentage complete and draw 
schedule supplied.

3.	 Plans and Specifications
A comprehensive review of plans and specifications 
is performed by a licensed builder, on behalf of First 
Merchants, to determine the scope of work matches 
the costs to build.

4.	 Appraisal
An appraiser we select will be provided with plans 
and specifications, as well as conduct a site visit. 
They will use the provided specifications and plans 
to understand the scope of work, so the value of the 
home listed in the report is based on the “Subject 
To Completion” value, meaning the value of the 
home after construction is completed.

*Verification documentation (invoices, paid receipts, etc.) should be 
submitted for items that are included as part of the construction contract 
as well as those items paid for outside of the contract for which the 
borrower would like to be reimbursed from loan funds.

First Merchants reviews 
project approval package 
for completeness

First Merchants approves project 
and notifies Processor, who then 
informs Loan Originator

Complete?

Yes

Yes

No

No

Approved?

	 Project Approval Process

We are almost there! The Loan Closing is when the final loan documents are signed. As the borrower(s), you will 
attend as will a settlement agent, who is typically a representative of the Title Company. 

The settlement agent is the person responsible for ensuring all construction and loan documents, real estate 
transfer documents and other documents and disclosures are correctly completed and signed, and that any funds 
being disbursed at closing are appropriately handled. The settlement agent is also responsible for sending certain 
documents to the county recorder’s office after the loan closing.

If you purchased and financed your lot separately from the construction transaction, any outstanding balance 
will be paid off at closing using loan proceeds. This payoff is not considered a construction draw. However, funds 
disbursed at closing for construction-related costs will be treated as a draw, as outlined later in this document.

Title updates are needed for each draw to ensure that no construction liens were filed on the property by anyone 
who completed work.

How your down payment is applied
Any down payment you bring to closing will be used to acquire or pay off the lot or may be disbursed to the contractor 
as a draw at closing. Any excess down payment funds not needed at closing, will be held in an escrow account and 
disbursed first as work is completed. When these funds are depleted, the disbursements will be drawn against the 
principal of the construction loan.

	 Loan Closing
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Rather than receiving a lump sum check, construction 
loans pay out the loan funds over the course of the 
project. The installments, called draws, are made 
throughout the construction process as milestones 
are completed in accordance with the draw schedule 
established in your Construction Contract or as work is 
completed by your builder. 

DRAW REQUEST 
Step 1: Builder Submits Draw Request
Your builder will submit draw requests through Built, our 
online construction management platform. This system 
allows all required documentation—including draw 
request forms, invoices, and supporting materials—to be 
submitted and tracked in one centralized location. 

Step 2: Review of Draw Request
First Merchants reviews each draw request submitted 
through Built to confirm it aligns with your approved 
budget or sworn statement. This review ensures the 
requested funds correspond to completed work or 
approved materials. 

Step 3: Inspection Ordered and Completed
Once the draw request is submitted, an inspection is 
ordered directly through Built. A third-party inspector 
will visit the property to verify work completion and 
document progress. Inspection results, including photos 
and completion percentages, are uploaded into the 
Built platform for review by all applicable parties. 

Step 4: Title Review and Draw Recommendation
The title company reviews the property to confirm 
that no liens have been filed. Based on the inspection 
results and title review, a draw recommendation is 
provided through the Built system. 

Step 5: Borrower Review and Approval
You will receive a notification through Built when a 
draw is ready for your review. Within the platform, you 
can view inspection results and photos, review the 
requested draw amount, and approve or decline the 
request. Your approval is required before any funds  
are released.

	 Construction Draw Process

FUNDING AND DISBURSEMENT
Once all approvals are received, First Merchants 
releases the draw funds. Funds are typically wired 
to the title company for proper disbursement to the 
builder, subcontractors, and suppliers. You and your 
builder will receive confirmation through Built once 
funding has been completed.

DRAW AT CLOSING
A contractor may request a draw at closing to fund 
initial material purchases, deposits for special-order 
items, or to reimburse pre-paid project expenses.

A draw at closing:

•	 Is limited to a percentage of the total  
project budget

•	 Must be requested prior to closing

•	 Requires submission of the appropriate 
documentation

All draw requests, except for the draw at closing, must 
be submitted through the Built platform.

TECHNOLOGY POWERED BY BUILT
At First Merchants, we utilize Built, a secure online 
construction management platform, to streamline the 
draw process and enhance transparency.

Through Built, you and your builder can:

•	 Submit and manage draw requests

•	 Track project progress in real time

•	 Access inspection reports and  
supporting documentation

•	 Receive status updates and notifications

•	 Approve draws securely online

This centralized system helps ensure efficient 
communication, accurate fund disbursement,  
and visibility into every stage of your project.

First Merchants  
reviews Draw  

Request package

Builder completes 
Draw Request forms 
and submits to First 
Merchants and Title 

Company

Borrower  
approves

Title Company makes  
draw recommendation 

to First Merchants

First Merchants sends 
Funding Notification to 
builder and borrower

First Merchants 
releases draw funds

First Merchants  
orders property 
inspection and  

title search

First Merchants 
reviews property 

inspection

Title Company 
reviews  

title search
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Project Extensions
If construction is not completed on time, we offer an extension of your construction term. Extension paperwork 
will be sent to you 15 to 30 days prior to the maturity of the construction period. You must complete the paperwork 
and return it to us with the extension fee. Refer to the Fees section for the specific extension fee and the extension 
time period allowed. No refund is provided if the work is completed sooner. No additional draw requests will be 
processed if your loan has exceeded the predetermined construction period until we have received a properly 
executed modification form agreement and appropriate extension fee.

Early Completion of Construction
If construction is completed prior to the end of the construction phase, your construction loan will convert to the 
permanent phase shortly after the final draw. You will be required to sign loan modification documents to change 
the beginning date of the permanent phase of your loan, and the maturity date of the loan.

Project Completion
When your builder has completed the project and is requesting their final draw, we will require a copy of the 
Certificate of Occupancy or CO. This is provided by your local Building Department after they have inspected the 
home for the last time. One other requirement is the conversion of your Builder’s Risk Insurance policy to a standard 
Homeowners Insurance policy. In addition to the Insurance Declarations Page, we will also require a paid receipt for 
1 year of coverage. 

At the end of the construction phase, final draw funds are disbursed and any construction funds remaining  
(e.g., unused contingency funds, but not including any unused fees which will be refunded to you) will be applied to 
the principal amount set forth on the note. One-time closing Construction loans will convert to the fully amortized 
permanent phase and payments will include both principal and interest (as well as insurance and taxes,  
if applicable). If the principal of the note is reduced, you may request a recasting of your payment.

	 Project Extensions and Completion

FIRST MERCHANTS CONSTRUCTION LOAN FEE SCHEDULE
1.	 Draw Fees

For a 12-month construction loan, our standard fee includes up to five construction draws. For an 18-month 
construction loan, our standard fee includes up to seven construction draws. Draw fees include site inspections 
performed by your construction loan team or third-party inspector, monitoring of the construction loan and 
access to our construction loan software. Additional draws may be needed to complete the project, and 
supplementary fees will apply per occurrence.

2.	 Survey Fee
A mortgage survey is required once the foundation is set. The survey is ordered by your construction loan 
team and assists us with verifying the home is located within the borders of your property, meets setback 
requirements, identifies any easements, and can assist with flood insurance determination if applicable. Prices 
can vary by geographic location and vendor.

3.	 Title Endorsement Fee
In addition to the Title Insurance fees incurred on a mortgaged loan, with a construction loan, the title company 
charges for its review of the builder’s sworn statement and waivers, draw requests, or search of public records 
for any potential liens that could infringe on the project. Upon their satisfactory review, they will provide a Title 
Endorsement authorizing First Merchants to release the construction funds. These fees range from title company 
and geographic location.

4.	 Inspection Fees
Regular site inspections are performed at a minimum with each construction draw requested. A qualified 
inspector will visit the site and take numerous pictures and observations on the work completed to date, 
materials on site, and the percentage complete for various stages of the project. Inspection fees are included in 
our standard draw fees mentioned above for 12- and 18-month projects.

5.	 Final Inspection Fee
To move into your newly completed home, a Certificate of Occupancy is granted by your local City Building 
Department. First Merchants also performs a final inspection through the original appraiser to verify completion. 
The appraiser will confirm there is no negative change to the original “Subject-to-Completion” value provided. 
Before sending the final inspection back to First Merchants, they will also change the appraisal to “As-Is”, 
indicating the project is complete.

6.	 Extension Fees
Delays are an unfortunate reality in the construction industry. It’s possible you may experience project setbacks 
due to weather, material and supply backorders, subcontractor scheduling or other reasons. At First Merchants, 
we understand this and can offer a 90-day extension to your construction loan for an additional fee. In the event 
a second extension is required, another 90 days could be granted. Fees are incurred with each extension and the 
amount varies between our 12- and 18-month programs.

	 Explanation of Fees

Please contact your loan officer for details about our fee structure.
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What kind of loan do I need to build a house?
Construction loans at First Merchants are construction-to-permanent or one-time close loans. This means we offer 
a complete solution to provide the funds to purchase the land and construct your home through a series of draws 
paid to your builder. Once the project is complete the loan converts to a permanent mortgage.

What percent down do I need for a construction loan?
Depending on the program type, we can lend up to 90% of the “Subject to Completion Value” Appraisal.

Do I make payments on a construction loan?
Yes, you will make simple interest payments on the amounts drawn against your construction loan. In essence you 
only pay interest on what you borrow or draw. Once the construction is completed on your home, the construction 
to permanent loan will convert to the principal and interest payment established at your loan closing.

How long does it take to get a construction loan approval?
30-45 days. A construction loan has more moving parts than a traditional purchase or refinance transaction which 
can add additional time to the process. For example, your builder needs to be registered with First Merchants and 
the entire project is reviewed to make sure the build contract, specifications and costs associated with the project 
meet our requirements. We strive to get you to the closing table as soon as possible. Depending on factors outside 
our control this time-frame can vary.

Can I include the cost of land where I want to build my house in my construction loan?
Yes. Purchasing the land or paying off an existing lot loan or land contract may be included in your construction loan.

Can I renovate my home with a construction loan?
Yes. Our Renovation loan program allows us to lend on the future appraisal value or Subject to Completion Value. 
This means with your project plans and specifications, your house may be valued more with the new improvements. 
This allows you to borrow against this future value to help fund your renovations. 

	 Construction Loan FAQs

Will you help me choose a builder?
No. It is your responsibility to properly vet your builder by reviewing their previous work, talking with other 
homeowners, contacting their subcontractors and suppliers. You will also want to check with the State to see if there 
were any complaints filed against their builder’s license. The BBB is also a good source for this information. You are 
going to be working with this builder closely for the next year or more completing your project. First Merchants does 
register the builders to our approved builders list by reviewing the Builder’s Questionnaire Form (First Merchants 
form but completed by the Builder) and other supporting documentation supplied by the builder. Make sure to 
spend your time wisely by performing your own due diligence. This is an important decision and should not be 
overlooked.

How does my builder get paid?
During the project your builder will make requests for funds called Construction Draws. Typically, a builder will need 
5 draws to complete your new home. These construction draws will be for work completed or deposits required to 
order certain items. For example, once the framing of your home is complete the builder will request funds to pay 
for the lumber and labor to erect the home. First Merchants offers the flexibility for your builder to request anywhere 
from 10-30% for materials that the industry normally requires deposits on before commencing production on the 
order. Windows, doors, cabinets and countertops are all items that typically require this kind of deposit.

First Merchants will verify that work has been completed by ordering a site inspection of the property. We will also 
coordinate with the title company to confirm that no liens have been filed by subcontractors or suppliers. Once 
these items are confirmed, we will request your authorization before releasing funds. This process is designed to 
ensure that work is completed as expected, funds are disbursed appropriately, and all parties involved in the project 
are properly protected.
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The following section is a glossary of terms used in construction and/or renovation lending. At times, the unique 
terminology spoken by contractors, lenders, and service providers can seem like a foreign language. We hope this 
glossary will provide some clarity to help you navigate the construction lending process. 

Builder’s Risk Insurance 
A Builder’s Risk Insurance Policy is a rider to your homeowners insurance policy that covers materials delivered to the 
construction site but not yet installed in the event of loss or damage. This is typically provided by the Builder, but in 
some instances, you may be required to provide your own. Dwelling coverage must be equal to your loan amount. It is 
important to review your insurance with a licensed insurance agent.

Change Orders  
Change is inevitable during a construction project which is why a contingency plan is always in place to account 
for costs that are difficult to anticipate in advance. A change order comes about due to modifications or deletions 
to the original project plan. A change order document provides a description of the changes made, any additional 
time allowance required, and the associated costs. A change order serves as an addendum to the original contract. 
Common reasons for construction change orders include errors or omissions in the project scope, design changes, or 
material substitutions. All change orders must be authorized by First Merchants.

Construction Loan Disbursement Request/Authorization  
This form is used to request a draw from the construction loan funds. It must be signed by both the borrower 
and the contractor. The approved budget must be referenced when completing this form, and the specific payees 
(subcontractor or supplier) who will be paid by the contractor must be identified. The form must be signed by both the 
borrower and the contractor. 

Contingency Funds  
Contingency funds are funds included in the construction/renovation budget to cover possible cost overruns 
and/or change orders. Contingency funds are common with renovation loans, but not as common with new 
construction. However, not all loans include a contingency fund. 

Deposits  
The lender will fund deposits on certain items that have been documented by an invoice. Deposits for which 
reimbursement is sought must be for custom and/or specialty items and are limited to 30% of the budget for the item. 

Fees (Unused)  
Any fees or portion of fees collected by First Merchants that are unused after the completion of construction or 
renovation (e.g., inspection fees, survey fees, title update fees) will be refunded to you within 30 days of conversion 
of a construction loan to the permanent phase or the closeout of the renovation loan. 

Final Draw  
A minimum of 5% of the total construction hard costs must be held for the final draw. Final completion 
documentation will be required prior to the release of the remaining funds. Standard documentation required for 
the final draw can be found in the Construction Draw Checklist section earlier in this Guide. 

Funding Notification  
A funding notification is a notice that funds have been disbursed following a draw request. Wire disbursements will 
receive an email with the confirmation number and amount. 
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Line Item  
A line item is a part of the construction Sworn Statement that shows the amount budgeted to complete a particular 
component of the home. 

Notice of Right to Lien  
In Michigan, a subcontractor or supplier is required to give notice to the property owner and/or contractor of their 
intent to file a lien; this is one way in which a subcontractor or supplier can advise a property owner they are working 
on their project and have not yet been paid by the contractor. The subcontractor and supplier are not required to 
notify the lender. Because the potential of these liens can affect our primary lien position, it is important that all 
notices received by you from the subcontractor or supplier be forwarded to our construction service team. 

Permits  
A permit is an authorization from the local building authority to begin work on a construction project. It is also used 
by the building authority to identify properties in need of inspections during and after completion to ensure they 
were constructed according to applicable building codes. The permits for your project must be submitted to us no 
later than with the first draw request. 

Request for Line Item Transfer  
This form is used to move funds from one line item in the construction budget to another. This form can be 
submitted with a draw request. In order to transfer funds when work has not been completed on a specific line item, 
evidence of savings must be submitted. The evidence can take the form of a new bid or an invoice. If the work for 
any particular line item has been completed and funds still remain, the funds may be transferred. 

Site Inspection  
A site inspection is an on-site review of the progress of construction/renovation by a local inspector in order to 
make a determination as to whether the work or materials for which draw funds have been requested has actually 
been completed or are on site. The site inspections are only for the benefit of First Merchants. We will order a site 
inspection from a local inspector each time a draw request is received. First Merchants will order an additional 
site inspection prior to releasing the final draw; this inspection will be made by the original appraiser used during 
the underwriting of construction loan to ensure the construction/renovation was completed as originally planned. 
Inspections typically will be conducted 24-48 hours after we receive the draw request. 

State-Specific Requirements  
State lien laws place the burden on the property owner (you) to ensure subcontractors and suppliers are paid for 
their materials and their labor. In order to protect the primary lien position of our loan to you, we also must ensure 
that subcontractors and suppliers have been paid. With each draw request, you are required to provide us the draw 
documentation, e.g., invoices and lien releases. A draw request cannot be processed without the correct Waiver of 
Lien form. 

Survey  
A survey is a geographic mapping of your property boundary lines, setback lines, utility easements, etc. A survey is 
required for your project after the foundation is poured to confirm it was poured within the legal lot limits. For renovation 
loans, a survey is generally not required unless the footprint of the home is changed (e.g., due to an addition).
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This Residential Construction Loan Handbook (“Handbook”) is provided to clearly communicate First Merchant’s 
construction and renovation lending process to our customers and contractors. To avoid errors and delays in draw 
request funding, it is critical that you understand and follow the procedures required by First Merchants. Please 
read this Handbook thoroughly and contact your loan originator with any questions prior to loan closing.

While we have attempted to be as comprehensive as possible within this Handbook, we reserve the right to 
withhold funding a draw request unless and until all requirements set forth in the Construction Loan Agreement are 
satisfied. After closing, you may direct questions to the First Merchants Construction Lending team.

By signing this acknowledgment, you certify that you have received, read, and fully understand the contents of  
this Handbook.

Signature

Print Name

Date

Signature

Print Name

Date

Signature

Print Name

Date

Signature

Print Name

Date
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“As a custom builder, our clients rely on Executive Homes to help them 
navigate a fairly complex process that can seem overwhelming, and an 
important part of that includes financing for their project. I always recommend 
First Merchants to our clients for construction perm financing. Knowing 
that a recommendation is also an endorsement, we take that endorsement 
seriously, and First Merchants always performs. From explaining how a 
construction perm loan works, to facilitating the loan approval process, and 
seamlessly managing the draw process, every aspect is handled efficiently 
and effectively. The Executive Homes team and our clients appreciate that!”

PETE GRAY 
Executive Homes

“I have worked with First Merchants for many years. They are the best at 
what they do. Their efficiency, timeliness and professionalism put them in a 
class of their own. Thanks for making the construction loan process a simple 
and easy process.”

STEVE CONARD 
Conard Custom Homes

“I have been administrating new home construction draws for clients for 
over 30 years. First Merchants is one of my favorite lenders to work with. 
Their process is easy for both the client and the builder. They go above 
and beyond in every situation. I will always recommend First Merchants as a 
construction lender.”

KATHY WAGNER 
Gradison Design Build
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