of a Cost

The Anatomy
Overrun

Why Every Major

Renovation Goes Over
Budget—and How to

Protect Yours in 2026




Going over budget is a statistical norm,
not a personal failure.

{ 10-50% M

Share of major renovation projects Average cost overrun margin
that exceed their initial budget. nationwide.

For a median $90,000 upscale kitchen remodel, that statistical margin
translates to an extra $9,000 to $18,000 in unexpected costs.




The first budget battle is fought in the mind.

Phase 1: Phase 2:
Aspirational Confirmation
Anchoring Bias

> Expectations vs. Reality

Fixating on high-end
inspirations (like a single-
slab honed quartzite island)
without accounting for
hidden structural costs like
specialized engineering.

Reviewing three bids and
actively wanting to believe
the lowest one “found
efficiencies,’ rather than
recognizing optimistic

assumptions or omitted items.

Phase 3:
S Emotional
Decision-Making

The intense, in-the-moment
temptation to add “just one
more thing" once the
house Is torn apart.




It’s rarely malice. It's misunderstanding.

The most common misconception Is that overruns result from contractors
padding the bill. The reality is driven by a fundamental misunderstanding of

Pillar 1:
Unforeseen

Site Conditions;

The house's hidden |
hidden history and *

physical realities.

Final Budget

Pillar 2:
Homeowner
Scope Creep

The slow, steady drip
of self-inflicted
change orders.
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what a preliminary estimate actually represents.

Pillar 3:
Allowance
Overages

Unrealistic initial

budgets for finishes,
fixtures, and appliances.
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The hidden costs inside your walls.

Demolition is diagnostic. When the
drywall comes down, your house tells
its history—and that history is often
expensive.

aluminum wiring requiring full
safety rewires.

Failing cast iron drains or old
galvanized steel requiring
PEX/copper repipes.

Improperly supported beams,
hidden dry rot, lack of insulation, or
the need for a make-up air system
for a new pro-range hood.




The Anatomy of an Overrun.

The true market
The premium paid reality of the
for luxury materials completed project.
over the baseline
The compounding placeholder.
The necessary code mﬂt of m'dipr?ec{ =
and safety fixes CIgMBIVOTS: 4
discovered 1=
SLEEE?E}?SS; f post-demolition. 3
purely on visible "
Information. 2
: Base Bid Unforeseen Scope Creep Allowances
N R Conditions

Cost Cascade



The most expensive phrase in renovation:
“While the walls are open...”

Scope creep rarely happens in one big decision. It's a series of small,
seemingly reasonable pivots that accumulate over time.

“Let’s pivot from chrome
to unlacquered brass
hardware.”

“Can we replace the

adjacent room's trim to
match the new cabinets?”

(Material + labor expansion)

(Higher per-piece cost +
rework for different door boring)

“Could we add a few
more recessed lights?”

(Small labor addition)

Takeaway: Every change order adds
both material costs and labor costs for

rework. Finalize every design decision
before the first hammer swings.




Strategic Allowances:
The High-Low Material Playbook

To manage allowance overages, direct the budget to a singular focal point
and use high-quality, cost-effective swaps elsewhere.

The Focal Point (Splurges) The Smart Swap (Savings)

& - Waterfall honed quartzite islands & - Luxury Vinyl Plank (LVP) instead

& - High-quality, brand-name cabinet of solid hardwood

boxes & - Classic ceramic subway tile
instead of handmade Zellige

& - Remnant stone slabs for small
vanities




The Paperwork that Protects You

- Estimate Bid / Proposal Contract

Status

Non-binding Offer to perform work Legally Binding

Level of Detail Low Detail High Detail Comprehensive

Incorporates the bid,
payment schedules,
change orders, and

dispute resolution.

A breakdown of labor,
materials, and
subcontractors based
on plans.

A rough ballpark figure
based on a preliminary
conversation.

Purpose

High protection
9 (The definitive

rulebook for your
project).

Moderate protection
I (it's an offer, not an
agreement).

Zero legal
protection.

Legal
Protection




Move from defense to offense
during contractor vetting.

How, specifically, What are the 5
do you handle biggest items

counnc{ic;irgzgeal:‘d explicitly excluded

document costs?

Can you show
me a sample

from this bid? change order?

Listen for: “We stop Listen for: Inmediate Listen for: A clean,
work, document with clarity on gray areas like professional document
photos, and present a off-site painting, utility itemizing labor hours,
formal change order upgrade fees, or materials, and

before proceeding.” hazardous abatement. subcontractor costs.




Sizing the Contingency Fund (NAHB Guidelines)

0 O
@ e 5_2;[ Assess Your Home ]33_3 : @

Newer homes (<30 years old) or Homes 30+ years old or complex
strictly cosmetic refreshes with projects involving structural,
minimal unknowns. plumbing, or electrical alterations.

SR
10%

Contingency

15% - 20% (-
Contingency —
W

A B B sO s S s S s K K L A A S S
g Golden Rule: Keep it liquid. Do not absorb your contingency into the main budget for g
high-end finishes. It is your only safety net for demolition discoveries. #
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Kitchen Remodel Primary Suite Addition i Basement Finish

Initial Baid: ’ Initial Bid: ‘1 Initial Bid:

—$85-000— (@ _$150-000- (Ml —$66,600—

V) j V) 4 \’

Final Gost: ¥ Final Cost: 18 Final Cost:
$98,000 , $175, 000 | $67,000

Driver: Electrical panelw % | Driver: Discovery of ‘ R | rHomeowner-requestedﬁ
upgrades & appliance structural deficiencies | | § layout changes
allowance overages. during framing. = (Scope Creep).




Macro factors shaping your 2026 project

Supply Chain Codes & Labor

Standard materials stabilized; custom/imported ~Rising skilled labor wages + stricter 2024 IRC
(e.g., European appliances) still face 4-6 month adoptions (mandating higher insulation and _
| month lead times. | specific ventilation) ;
n@ ﬁm 5
Incentives Design Fees .
IRA 2022 Tax Credits can offset thousands for Architects (8-15% of cost) and Designers
heat pumps, EV panels, and high-efficiency | : (hourly/flat) are planned project costs, not
windows. i overruns. :

+ + | + +




Reframe your budget.

A successful renovation budget Is not a fixed price tag; itis a
financial strategy for managmg a range of probable outcomes.

‘the unknown ESSSSSSERSS . unexpected »
with a liquid 10-20% i BB with an obsessively I N B by vetting for process

‘ ' detailed, fixed-price iy 8 transparency, not just
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