
How Does a Construction Loan Work?
The construction loan amount is based on the amount needed to complete your home less your 
down payment. The down payment can be cash and/or the equity in your previously owned 
lot. Minimum down payment requirement is usually 20% of the total contracted construction cost 
and land purchase.

The loan is dispersed as a line of credit. “Draws” (dollars needed at various times of construction 
as requested by your contractor) are first dispersed from your down payment and then from your 
loan amount. As funds are drawn from your loan amount, you make monthly interest payments 
on the amounts advanced until construction is completed. 

Purchasing Your Land
You may choose to purchase your land before you select a home or builder. A down payment 
of 20% is usually required on lot purchases.

There are advantages to buying the lot in advance. The down payment you put on the lot and  
the equity you build by making regular loan payments can be considered as part of the down 
payment on your construction loan. Market appreciation can also be considered as part of the 
down payment.

If you purchase the lot at the same time as your construction is to begin, the cost of the lot 
becomes part of your construction loan and eventually your final mortgage.

Your Loan

LOCATIONS:
Kohler
850 Woodlake Road

Grafton
2550 Washington Street

Howards Grove
724 Madison Avenue

Mequon 
11357 N. Port Washington Road

Plymouth
2303 Eastern Avenue

Saukville
840 E. Green Bay Avenue

Sheboygan
831 S. Taylor Drive

Sheboygan - Mortgage & Financial Services
905 S. Taylor Drive

PHONE NUMBERS: 
888.528.2595 - Toll-Free
920.459.2595 - Sheboygan County 
920.451.2244 - Mortgage & Financial Services
262.375.2675 - Ozaukee County

To learn more go to kohlercu.com.

BECOME A MEMBER...
Kohler Credit Union membership is open to anyone 
who lives or works in Sheboygan, Calumet, Fond du Lac, 
Manitowoc, Milwaukee, Ozaukee, Washington or 
Waukesha County; as well as their immediate family 
members and associations or organizations.
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Pre-approval and Construction Loan Process
Your first step should be getting pre-approved for your construction loan. The process is 
simple and it will help guide you in your home construction decisions.

To make the process flow as easy as possible, gather the following information:

   Most recent pay stub
   Prior year’s tax return
   Last two savings/checking account statements

Once you have the information pulled together, you just need to give mortgage services a 
call...it’s that simple!

After you’ve been pre-approved and have made decisions on the type of home you would 
like to build, you can apply for a construction loan by providing:

    The title for your lot or the purchase contract

    A builder’s contract

    Building specifications

    Blueprints

With these documents in hand, your mortgage originator will order an appraisal of your new 
home. This appraisal will be used to estimate the value of the home once the construction 
has been completed. And to make the process more convenient, our single close 
construction loan process will allow you to automatically transition your construction loan 
into a conventional mortgage…with local servicing and no additional closing costs.

Asset statement (401k, IRAs, 
investments, etc.)
List of monthly obligations

Allowances:
An allowance is a monetary value attached 
to an item of “finishing” work such as light 
and plumbing fixtures, flooring, cabinets, 
etc. If a contract stipulates $1,000 for kitchen 
countertops, any amount over that comes out of 
your pocket as an extra cost.

Certifying Completion:
When construction is complete, the appraiser will 
come back to “certify completion,” according to 
your original plans and specifications.

Change Orders:
Changes to your original building contract 
that require additional funds over your original 
contract will have to be paid for in advance and 
require Kohler Credit Union approval.

Escrow and Inspections:
A title company is retained during the    
construction period to handle the draws that 
your builder makes as work progresses. The title 
company will also conduct site inspections and 
clear all lien waivers. The inspections are only 
conducted to verify that the work has been 
completed prior to paying the contractor. They 
do not inspect the quality of work completed.

Surveys:
A survey is conducted to verify the location of the 
house on the lot. The cost of the survey is normally 
included in your construction contract with the 
contractor.

Taxes and Insurance:
To cover the construction of your home, you 
will be required to provide Kohler Credit Union 
with evidence of builder’s risk insurance during 
the construction phase and evidence of 
homeowner’s insurance once construction is 
complete. If taxes are due, you will be required 
to provide evidence of all taxes being paid.

Glossary The Process

Let's Get Started!

Kohler Credit Union's mortgage services team is 
ready to assist you with your construction project!

Just give us a call at 920.459.2595 or 888.528.2595 
or apply online at www.kohlercu.com
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