
 

Legal Disclaimer: 
Nothing in this material should be construed as investment, financial, brokerage, or legal advice. Moreover, the facts and 
circumstances relating to your particular project may result in material changes in the processes, outcomes, and expenses 
described herein. Consult with your own professional advisors, including your financial advisors, accountants, and attorneys, 
before attempting to consummate any transaction described in this material. 

Analysis of Loan Types 

Loan Type Use of Loan Funds Typical Loan Terms Comments 

Construction Loan 
(Usually Short-
Term) 

Cost to construct a 
building or renovate 
an existing structure 

 Interest-only 
payments during 
construction. Full 
principal repayment 
is required at the 
end of the 
construction period 
(usually 12 to 24 
months) 

 Lender controls 
disbursements to 
ensure construction 
is proceeding as 
agreed 

 Often requires a 
commitment for 
long-term 
permanent loan 
from this or 
another lender 
(take-out 
financing) 

 Construction due 
diligence includes 
a plan and cost 
review from 
inspector, GC 
contract with 
maximum 
guaranteed price, 
building permit 
and payment, and 
performance 
bond. Lender looks 
for quality of 
construction 
documents, and 
strength and 
experience of 
project team 
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Loan Type Use of Loan Funds Typical Loan Terms Comments 

Permanent, 
Mortgage, or 
Acquisition Loan 

Purchase land or 
buildings, or finance 
a project at the end 
of the construction 
period 

 Term varies: 
- Acquisition: 12 

to 18 months 
- Mini-

permanent: 10 
years 

- Permanent: 20 
to 25 years 

 Usually, principal 
and interest 
payments are made 
monthly 

 Lenders will require 
a loan-to-value in 
the range of 70 
(commercial banks) 
to 90% (CDFIs) 

 Often combined 
with a 
construction loan 

 If loan term is 
shorter than 
amortization 
period, there will 
be a balloon 
payment, which 
will require 
refinancing at end 
of loan term 

 Real estate due 
diligence includes 
appraisal, 
environmental 
report, and other 
reports requested 
by lenders 

Leasehold 
Improvement (LHI) 
Loan 

Fund the costs of 
renovating a leased 
facility 

 Loan term will not 
exceed lease term. 
Borrower will need 
to obtain consent 
from landlord 

 Usually principal 
and interest 
payments are made 
monthly 

 This type of 
financing can be 
difficult to obtain. 
Many lenders shy 
away from LHI 
loans because 
there is little 
collateral available 
compared to 
mortgage loans, 
which are secured 
by real estate 

 
 


