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Sincerely, 
 
 
The Home Improvement / Disbursement Management Department 
  

[Date of Letter]
[Borrower Name]
[Borrower Address]
[City, State Zip]

RE: LOAN NO. [1234567890]

Dear Borrower,

Congratulations on closing your FHA 203(k) home improvement loan. Plaza Home Mortgage, Inc. (“Plaza”) is dedicated to 
helping our customers become successful homeowners. We’re committed to providing the tools and information you need to 
efficiently draw funds from your FHA 203(k) loan.

This guide is designed to make the draw process as clear and straightforward as possible to successfully complete your 
improvement project within six (6) months of your closing.

If you have questions at anytime, please contact Plaza’s Customer Service Department and we will be happy to help you.

Plaza Home Mortgage, Inc.
9808 Scranton Road, Suite 3000
San Diego, CA 92121
Phone: 888-807-2620 option 3
Fax: 858-332-1861
Email: renoservicing@plazahomemortgage.com

This information is published and/or provided by Plaza Home Mortgage, Inc. as a courtesy to its clients and is meant for instructional purposes only. None of the information 
provided is intended to be legal advice in any context. Plaza makes every effort to provide accurate information. Plaza does not guarantee, warrant, ensure or promise that it 
is correct, and any effort to blame Plaza if this information proves to be incorrect will be vigorously defended. Each client is highly encouraged to seek the advice of legal 
counsel prior to distributing any of the information provided herein. Any unauthorized use, dissemination or distribution of this document is strictly prohibited.

Plaza Home Mortgage, Inc. is an Equal Housing Lender. This is not a commitment to lend. Information is intended for mortgage professionals only and is not 
intended for public use or distribution. Terms and conditions of programs are subject to change at any time. Refer to Plaza’s underwriting and program 
guidelines for loan specific details and all eligibility requirements. © 2020 Plaza Home Mortgage, Inc. Plaza Home Mortgage and the Plaza Home Mortgage 
logo are registered trademarks of Plaza Home Mortgage, Inc. All other trademarks are the property of their respective owners.  All rights reserved. Plaza 
NMLS 2113
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Important Terms 

Please familiarize yourself with the following terms that you need to know about the FHA 203(k) draw request process: 
 

Originating Lender 

This guide will occasionally refer to the “originating lender.” This is the lender from whom the 
original loan was obtained. Although Plaza now owns the mortgage and will be responsible for 
its disbursement, you may need to contact the originating lender for information about the terms 
of the loan. 

 
 

 
Holdback Funds 

As indicated in the Borrower Acknowledgement form, there will be a 10% holdback on each 
draw request. This amount will be deducted and held in the Repair Escrow Account until the 
entire project is complete. For example, if $1,000 is requested, Plaza will issue a check for $900. 
The $100 difference will remain in the Repair Escrow Account. 

All monies held back will be released after all work is completed and Plaza has ensured the 
property’s title is clear of any liens. 

 
HUD-Approved 

Consultant Inspector 

An individual who is also referred to as a FHA Consultant Inspector, Fee-Consultant, Cost 
Consultant or Rehab Consultant. The HUD Consultant is the person who processed the Initial 
Work Write-Up/Specification of Repairs. It is your responsibility to contact the HUD Consultant 
when an inspection is required. He or she will also help guide you throughout the loan process. 

 
 

 
Contingency Fund 

This reserve of funds is held in the Repair Escrow Account for the purpose of covering 
unplanned repairs that become necessary due to health or safety issues. No portion of this 
money may be used for building material changes or repairs not previously identified as part of 
the scope of work. 

Contact Plaza as well as the HUD Consultant Inspector before authorizing the contractor 
to make repairs that will cost more than the estimate provided in the original contractor 
bid. 

 

Change Order 

Any cost overruns or changes involving the contractor, type of work, architectural exhibits, 
engineering plans, quality of materials or amount of materials that differ from the original bid. All 
changes to work from original bid must be submitted to Plaza for approval on the HUD Form 
Request for Acceptance of Changes in Approved Drawing and Specification (HUD Form 92577). 

 

Repair Escrow 
Account 

Funds for the home improvement project are held in an interest-bearing escrow account insured 
by the FDIC. The funds are released to you and the contractor(s) for repairs based on the 
original appraisal, work write up and contractor bid(s). Included in this account are funds to pay 
for planned repairs, contingencies, inspections, title updates, mortgage payments and other 
miscellaneous fees. 

 

Unused Contingency 
Funds 

Any unused contingency funds after the final release has been processed will be applied toward 
the principal balance on the loan. Please note that the contingency funds are not part of the 
holdback funds. 

 
Inspector/Lender 

Modification of the 
Draw Request 

When the inspector submits the Draw Request Package (Step 1), both the inspector and Plaza 
may adjust the amount requested, if appropriate. You will be notified of any modification to the 
draw request. Modification may occur if a contractor requests payment for materials prior to 
installation or requests payment in excess of the previously agreed-upon amount but does not 
submit a Change Order Request for approval. 

 

 
Mechanic and 

Materialman Liens 

These liens are a form of collateral that ensures payment of a debt. Contracts for home 
improvement work often allow contractors to place a lien against the title of the property in the 
event they are not paid. If the property has a lien against it, you will not be able to sell or 
refinance the property until the lien has been cleared. Plaza will request a lien search prior to the 
final disbursement to determine that the property is free of work related liens, however Plaza 
cannot guarantee the property will be free of all mechanics or materials liens at the time of the 
final disbursement. 
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Draw Request Overview 
 

 

Each time you request a “draw,” you are requesting a portion of funds from the FHA 203(k) Rehabilitation Loan. The draw 
request process has five basic steps, which are outlined below. You will be responsible for completing these steps, 
with help from the HUD Consultant Inspector and the contractor. Plaza will be responsible for issuing the funds for each 
draw request. This guide will cover each step in detail. 

 

Things to Know and Understand About the Draw Request Process 
 

• Plaza must receive a Draw Request Package no later than 30 days after a loan closing. Work must start 
within 30 days of closing and may never cease for more than 30 consecutive days. It is important to have 
draw requests submitted in a timely manner to complete the renovation project within the required 6-month 
time period. 

• Once you and the contractor have determined a draw should be made, it is your responsibility to schedule an 
inspection with the HUD-approved Consultant and contractor to prepare the draw request (HUD form 9746-A) 
and Compliance Inspection report (HUD form 92051). 

• You and the contractor should always be present during each of these inspections in case any questions 
arise. 

• A maximum of five draw requests can be submitted as part of the FHA 203(k) loan, consisting of four interim 
draws and a final draw. Please work closely with the HUD Consultant and contractor to ensure the 
rehabilitation project stays on track and the rehabilitation funds are appropriately requested. 

• As stated in the Rehabilitation Loan Agreement all the home improvements must be completed within six (6) 
months, from the loan’s closing date. 

 

Loan Disbursement Overview 
 

A disbursement is the release of a portion of funds from the FHA 203(k) Rehabilitation Loan. The disbursement process 
has five basic steps. You are responsible for steps 1, 2* and step 3. Plaza is responsible for completing steps 4 and 5. 

 

(*As applicable, the HUD Consultant Inspector and contractor should work with you to assist in submitting change 
orders.) 

 
Steps 1 – 3 

Are Your Responsibility 
Steps 4 – 5 

Plaza to Complete 

→ STEP 1: → STEP 2: → STEP 3: → STEP 4: → STEP 5: 
 Submit Draw  Requesting a  Submit the  Release of  Payment of 
 Request  Change Order  Final Draw  Escrow  Interest 
 Packages  (*if applicable)  Package  Funds  from the 
 (max total of 4        Escrow 
 interim & 1        Fund 
 final draw)        Account 

 

Step 1 – Submit a Draw Request Package 
 

Each time the contractor requires payment for finished work, you must work with the HUD-approved Consultant Inspector 
to submit a complete Draw Request Package. 

 

Each Draw Request Package must contain the following documentation: 
 

1. Draw Request & Inspection Form (HUD 9746-A). The Draw Request Form needs to be completed and signed by 
you, the contractor and the HUD Consultant Inspector. In order to help better understand how this form must be 
completed, Plaza will review the form in four separate sections. These sections are: 

 

Section 1: Borrower Information & HUD Consultant Signature – This will include the property address, 
Plaza’s name and address, draw number, date and HUD Consultant Inspector’s Signature. 

 

Section 2: Draw Request Information – This area is an itemization of the draw request broken out by the 
specific repairs. 

 

Section 3: Consent and Signatures – This is to be signed and dated by you the borrower, the contractor and 
the HUD Consultant Inspector. 

 

Section 4: Rehabilitation Inspection Report – The final section is an explanation of the inspection. If it is a draw 
inspection, contingency reserve inspection, final inspection or a changed order. This is to be signed and dated by 
the HUD Consultant Inspector verifying the inspection. 

 

2. A Compliance Inspection Report (HUD 92051) 

3. Lien Waiver and Release (final draw only), signed by the general contractor and all sub-contractors. See Attached 
to be provided with the final draw. Please be aware Plaza may request a lien release during the construction 
process as sub-contractors and contractors work is completed. 
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Please be aware if all these items are not received, the request would be considered incomplete. Plaza will not be able 
to finalize the Draw Request until all of the above completed forms have been submitted. 

 

Bob Borrower 

1234 Any Drive 

Any Town, USA 55555 
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Step 2 – Requesting a Change Order (if applicable)  
 
Changes to Project 
 

Prior approval by Plaza is required for any cost overruns or changes involving the contractor, type of work, quality of 
materials or amount of materials. In the event of such a change, complete a Request for Acceptance of Changes in 
Approved Drawings and Specifications (HUD Form 92577), which is also known as a Change Order Request. This form 
must be signed and dated by you, the contractor, the HUD Consultant/Inspector and then sent to Plaza for approval. 

 

Note: Change orders are submitted with the draw request and are processed at the same time. The change order will 
also include an inspection. 

  

P1234 
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Change of a Contractor 
 
Notify Plaza and the HUD Consultant Inspector prior to changing contractors. If you change contractors, a property 
inspection will be completed. This inspection will determine if work was properly completed as well as document how 
much work the original contractor completed and the payment amount owed. In addition to a Change Order 
Request, submit a new Homeowner Contractor Agreement form before approval can be given for any future draw 
requests from a new contractor. Plaza will pay only the contractor who has signed a Homeowner Contractor 
Agreement for Work and Materials as shown on the approved Work Write up or Specification of Repairs. 

 
Step 3 – Submit a Final Draw Request Package 

 
Please contact Plaza and the HUD Consultant/Inspector when the home improvement project is complete. At this time, 
Plaza will send a Mortgagor’s Letter of Completion (see sample), which you will complete and send back to Plaza for 
processing. Plaza will also contact the appraiser to schedule a final inspection with you. During this period, you, the HUD 
Consultant/ Inspector and the contractor will also meet to prepare the final Draw Request Inspection. 

 
Within five business days of receipt of a complete Final Draw Request Package, Plaza will process your request. A final 
inspections and/or title search may be required prior to the issuance of funds. Upon receipt of clear title and verification of 
satisfactory completion of work, Plaza will issue the final balance of funds within 48 hours of receipt. 

 

 

Step 4 – Release of Holdback Funds 
 

Before issuing a check for the balance of the loan, Plaza must conduct a title search to be sure the title is clear of liens. If 
a title search indicates that a lien has been placed on the property, Plaza will notify you so you can begin the process of 
having the lien removed. Once Plaza verifies that the title is clear, you will be sent a check which will be payable to both 
you and the contractor. Please be advised that funds cannot be sent through a bank wire transfer. Please make 
arrangements with the contractor to endorse and cash the check. 

 

Note: If funds have been paid out-of-pocket to a contractor, please submit a signed Unconditional Lien Waiver for each 
contractor paid, along with an itemized report and proof of payment, cancelled check(s), credit card receipts or bank 
statements. 

 

Step 5 – Payment of Interest from the Repair Escrow Account 
 

Once Plaza has released the final balance of funds including holdback funds, any amount remaining in the repair escrow 
account will be applied toward the principal balance of the loan. This includes any unused contingency funds, inspection 
fees or mortgage payments. These funds are interest-bearing and interest is accounted for and distributed to you based 
on the given instructions at the time of loan processing. 
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Important Reminders 
 

 

• Work on rehabilitation must start within 30 days of the loan’s closing. Draw requests need to be 
submitted in a timely manner to keep the project on track. Work must never cease for more than 30 
consecutive days. Should you fail to comply with these terms Plaza may refuse to make any further 
payments under the terms of your Rehabilitation Loan Agreement. 

• It is very important the project stays on track and moving in a timely manner. In compliance with the 
Rehabilitation Loan Agreement all the home improvements must be completed within six (6) months from 
the date of the loan’s closing. 

• Do not change, hire or dismiss a contractor without prior approval from Plaza. As stated on the 203(k) 
Borrower Acknowledgement you may be obligated under the terms of the original contractor’s 
agreement. Plaza recommends that you seek legal advice before taking such action. 

• Do not use or plan to use the contingency reserve fund without prior approval from Plaza. 

• Do not perform any of the work yourself. All work must be performed by the general contractor and/or the 
sub-contractors previously authorized to perform said work. 

• It is your responsibility to contact the HUD Consultant/Inspector to schedule inspections for each and 
every draw. Scheduling these appointments in a timely manner will keep the project on track to be 
completed in the required 6-month period. 

• All repairs and rehabilitation work performed on the home must be approved by the HUD 
Consultant/Inspector and Plaza. Do not perform work on the home outside of the planned scope of work 
approved by Plaza and the HUD Consultant/Inspector. If the scope of work changes, please see step #2. 

• Contact Plaza’s Customer Service with questions or need assistance. 
 

 

Customer Service Contact Information 
 

 

If you have any questions about the FHA 203(k) rehabilitation loan, please contact: 
 

Plaza Home Mortgage Customer Service 
     

Toll Free: 888-807-2620 option 3 
Fax: 858-332-1861 

 

Email: renoservicing@plazahomemortgage.com 
 

Mail: Plaza Home Mortgage, Inc. 
Attn: Customer Service 

 

 
 

 
 

 

1. What if I need to change contractors? 
It is very important that you notify Plaza before changing contractors. The original contractor must be notified in 
writing (proof-of-delivery required) and must be given ten (10) days to respond. A property inspection may need to 
be ordered to document the amount of work completed by the original contractor and the payment amount owed. 
The new contractor must be approved by Plaza and a Homeowner/Contractor Agreement form, new contractor 
bid, license, insurance, references, and IRS W-9 form must be completed before approval can be given for the 
final disbursement request. 

2. What if there is additional work to be completed and I need to use contingency reserve funds to pay for it? 
Plaza must approve all extra work prior to installation in order for the contractor to be paid through the 
contingency reserve. The HUD Consultant/Inspector and contractor must provide a detailed description of the 
work with the material and labor costs noted and submitted on the HUD Change Order Request form. All extra 
work must meet loan eligibility guidelines and must be inspected. 

3. What is a “final invoice” from the contractor? 
A final invoice, printed on the contractor’s letterhead should contain the following elements for each contractor 
used: Contractor’s name and contact information, the initial bid amount, the amount of any additional approved 
work, the amount paid by each draw request and the total amount now due from the final disbursement. 

4. How many inspections do I need and what if I am having trouble scheduling the inspection? 
Each draw request will require an inspection from the HUD Consultant/Inspector. Contact Plaza Servicing once 
the project is ready for final draw. Plaza will order the final appraisal home inspection from the appraiser/inspector 
and the appraiser/home inspector will contact you to schedule that final inspection. You will contact the HUD 
Consultant/Inspector for each inspection. If at any time the HUD Consultant/Inspector cannot schedule an 
inspection ordered by you within a reasonable timeframe to keep the renovation project on track for completion 
within 6 months, contact the Plaza Customer Service team and Plaza will arrange for another HUD 
Consultant/Inspector to contact you. 

5. What if the work is not complete at the time of inspection? 
If the inspector determines that the rehabilitation work has not been completed satisfactorily, Plaza will send a 

9808 Scranton Road, Suite 3000 
San Diego, CA 92121

Frequently Asked Questions
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copy of the inspection report with the outstanding items highlighted. Have the outstanding items corrected and 
notify Plaza when they are completed. Plaza will arrange for a re-inspection of the property when the deficiencies 
have been corrected. 

6. When can I expect my final disbursement? 
Receipt and review of the final inspection and mechanics lien search will usually take no more than 10 business 
days. Once those documents are satisfactorily reviewed, the final funds will be disbursed. Holdback funds will be 
issued to you and the contractor via a two-party check sent overnight mail. Any remaining contingency funds will 
be used as a principal reduction to the loan balance. 
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 FHA Standard 203(k) Lien Waiver and 

 Release 
 

  

 

Revised 3/26/2019 

 
The undersigned ("Affiant"), being first duly sworn, deposes and says: 
Affiant is a contractor, sub-contractor, material man or an officer, agent or representative of same, who or which has 
furnished services, labor or materials ("Contractor") in the construction, repair, and/or replacement (the "Work") of 
improvements upon real property owned by: 
 
Owner’s/Borrower’s Name:         Reference No:     
Property Address:              
Contractor Has Furnished: 
               
               
                
(Describe nature of Labor/Materials on the above project) 
 
 Total Completed:    $      
 Holdback:     $      
 Total Earned Less Retention (Subtotal):  $      
 Net Draw Amount (Amount of Check):  $      
 
A holdback identified above will be retained from the lien release amount until issuance of the Final Release Notice of all 
construction categories, and the final title policy. 
 
The total of all changes for, and in connection with, all such services, labor and/or materials performed or furnished by 
Contractor will be paid in full to Contractor upon receipt of completed lien waiver and any other required documentation. 
Affiant, as Contractor or as an officer, agent, or representative of Contractor, hereby acknowledges complete satisfaction 
of and forever waives and releases all claims of every kind against Owner or the property referred to above or any other 
property of Owner, including, but not limited to all liens and claims of liens, that Contractor may have as a result of or in 
connection with the performance or furnishing of such services, labor and/or materials upon receipt of payment. 
 
Affiant, as Contractor or as an officer, agent or representative of Contractor, further represent and warrants that (a) 
Contractor has not assigned and will not assign any claim for payment or any right to perfect a lien against said property; 
(b) all persons or entities who furnished services, labor or materials to Contractor in connection with the Work have been 
paid all amounts to which they have or may become entitled therefore; and (c) Contractor's portion of the Work is fully 
completed in accordance with the final plans and specifications therefore. 
 
Affiant, as Contractor or as an officer, agent or representative of Contractor, hereby agrees unconditionally to indemnify 
Owner and hold Owner harmless from and against all liability, loss, cost, or expense (including, but not limited to, 
attorneys' fees) now or hereafter incurred, paid, or suffered by or asserted against Owner or any of Owner's property 
because of any claim or action by Contractor or any sub-contractor with respect to the claims, liens, and rights herein 
waived and released or arising out of any breach or untruth of any warranty or representation herein made. 
 
Affiant represents that Affiant is duly authorized to execute this document on behalf of Contractor. 
 
All of the provisions of this document shall bind Affiant, Contractor, and their heirs, legal representatives, successors, and 
assigns, and shall inure to the benefit of Owner and Owner's heirs, legal representatives, successors, assigns and 
sureties. 
 
Date:      
 
Contractor:               

(Print Name of Company) 
 
                

(Title of Signer) 
 
                

(Signature) 
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