
Thinking of building or renovating?

Looking for more control over what you want in a home? 
You might be considering building a home from scratch, 
or doing major renovations on an existing property.

If this sounds like you, then you may benefit from a 
Construction Loan, also known as a Building Loan.

Is a Construction Loan right for you?

You may consider using a Construction Loan if you 
want to:

 •  build a home on land you already own

 •  buy vacant land and build a home on it 

 •   do major renovations to a property you 
already own.

With a Construction Loan, instead of lending you the 
whole amount upfront, we make a series of progress 
payments to your builder as they reach certain 
stages in the building process. 

While they’re building, you only pay the interest 
on the loan; once the building is finished you start 
paying principal and interest, unless you arrange to 
stay on interest only.

Before you apply

There are a few things you need to do before you 
ask us about a Construction Loan.

Organise your builder
 •   find a reputable, licensed builder

 •   sign a fixed-price contract with them, showing 
the total cost and the conditions for the 
construction

 •   agree on a schedule of progress payments 
with them.

This payment schedule must follow the laws of your 
state or territory, and the standard contract terms 
that the Housing Industry Association or Master 
Builders Association issue.

Get approvals
For many construction or renovation projects, you 
need your local council to approve your plans and 

building specifications. Ask your local council about 
what documents you need from them to show that 
you have all the necessary approvals.

How to apply

Applying for the loan is easy. Here are some of the 
documents we will need from you:

 •   the fixed-price builder’s contract (signed and 
dated)

 •   any council-approved plans and building 
specifications 

 •   quotes for any work that’s not included in the 
builder’s contract (e.g. landscaping)

 •   the builder’s registration documents

 •   their builder’s insurance certificate.

It’s okay if you don’t have all of this information yet. 
We can talk to you about a pre-approval while you 
arrange these documents with your builder. 

First Home Owner?
If you’re eligible for the First Home Owner Grant 
(FHOG), you’ll need to lodge that application 
separately when you apply for the loan.

How much you can borrow
This depends on various factors, such as whether 
you’re just buying land now and planning to build on 
it later, or whether you want to use the loan to buy 
land, build and live on it, or rent it out.

Depending on how much of your own money you’re 
contributing, you may also need to take out lender’s 
mortgage insurance. We can arrange this.

Start building

Once we agree to the loan, the builder has to start 
building within six months of the date of offer as set 
out in your Schedule, and finish within 12 months. 

Paying the builder
A builder usually requests payments as the 
construction progresses. The first payment is 
usually the deposit you paid when you signed the 
builder’s contract. 
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We pay the remaining amounts over five progress 
payments at each building stage: 

1. Slab stage
2. Frame stage
3. Lock-up stage
4. Fit-out stage
5. Completed/Final stage.

As the builder completes each stage, they’ll request 
a progress payment. If you’re contributing your own 
money to the construction, your money will be used 
first, before using the loan.

Note: If you’re eligible for the FHOG, the 
government will only pay this to you after we make 
the first payment to the builder at the Slab stage.

Requesting progress payments
We’ll make the progress payments to the builder 
on your behalf. To enable these payments, at each 
stage you need to give us: 

 •   a Progress Payment Authority to tell us the 
work’s done and authorising us to make the 
payment

 •   the builder’s invoice 

 •   receipts for any payments you’ve made 
directly to the builder

 •   details of any variations you’ve made to the 
building contract.

When we receive these documents from you at 
each stage, we’ll pay the builder, although in some 
cases we may need to arrange a valuation first. 

We typically pay the builder within five working days 
during the construction stages. 

Final stage
At the Final stage you’ll have to give us some other 
details, including:

 •   a Certificate of Completion from the builder

 •   a Certificate of Compliance or Occupancy for 
the completed works 

We typically pay the builder within 10 working 
days of the Final stage to allow time to do  
a valuation. 

Getting valuations
We’ll organise one of our valuers to do two 
valuations: the first when you apply and the 
second when the construction is finished. 
We’ll let you know if we need to do any other 
valuations during the build. 

Repayments while you’re building

While you’re building, you make interest only 
payments (not principal and interest), and you 
only pay interest on the amounts we’ve paid to 
the builder. 

Once we make the last payment to the builder, 
your loan changes to the repayments shown 
in your original loan application. Unless you’ve 
made other arrangements with us, this usually 
means you start paying principal and interest. 

You can also ask to fix the interest on all or  
part of your loan if you want some certainty 
around repayments. 

Got a question?

For more details, download our Guide to 
Construction Loans from www.virginmoney.
com.au/home-loans/compare-our-home-loans/
construction-loan, call us on 13 81 51  
or contact your broker directly. We’ll be happy  
to help.
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