Furnace Inspection Advice Direct From The Expert

November 27, 2005

Dear Dave: In your October 2, 2005 column, a homeowner was “very irate” over the way a licensed heating technician handled an inspection of his/her furnace prior to the sale of a home. The inspection was requested by the buyer of the home.

According to the seller, the technician disassembled the furnace and found a small crack in the heat exchanger, and the buyer instructed the technician to shut down the furnace, insisting that the seller would have to fix it. The seller was not pleased, and complained that the home had no heat as a result.

You responded by advising home sellers to describe specific inspection rights in a sales contract,  stipulating “visual only” inspections. This is a good point for sellers, but buyers want to be assured that they won’t be investing in costly repair jobs right after making a large purchase such as a new home. You also stated that most furnace problems can be detected visually, using mirrors and lights.

You then went on to inform your readers about the responsibilities that heating technicians have after discovering something as potentially dangerous as even a small crack in a heat exchanger. Dave, I appreciate the way that you represented heating technicians and contractors, stressing that their responsibilities and liabilities are serious in matters such as this.

I have been a heating contractor in Anchorage for 20 years and I understand the inconvenience that a faulty heating system can cause a homeowner. When we find a crack of any kind we shut the system down, even in cold weather. Most people, whether your readers believe it or not, are very thankful that the problem was discovered before it actually makes someone in their household sick, or even becomes fatal. Heating technicians are proud to go the extra mile to actually remove and inspect a heat exchanger rather than using mirrors and lights to perform a sub-standard visual inspection. Removing the heat exchanger is the only way that you can be sure  there are no cracks in the heat exchanger. As you mentioned, most heating companies can install a replacement furnace in a day. We always place a priority on houses with no heat, especially in the winter.

In closing, Dave, I would like to emphasize that heating technicians, such as the one described in your article, take their responsibilities very seriously. There are two main points I want to emphasize. The first is: The ONLY way to detect faulty heat exchangers with 100% certainty is through disassembly, not by visual inspection. Second: When we find faulty, cracked, or potentially dangerous heat exchangers, shutting the unit down is imperative. This is a serious safety issue. Sometimes we feel like we may have saved lives as a result of our actions. For that we are happy to “take the heat”.

Sincerely, Gary Klebs – President, Klebs Heating and Air.
Dear Dave: We want to buy a home that we saw on the internet for $258,000. We don’t have VA, so we can’t go zero down. We have our dividend check money for closing costs and $3,000 more in a savings account. What is the smallest down payment we can put to buy a home in Anchorage?

Answer: You need to visit a lender to pre-qualify and obtain advice on all your options. Generally speaking, other than VA, the FHA program provides for 2.25% down plus closing costs, and this is the most logical next step for you to try. Fortunately, you can buy a home up to $260,000 using FHA,  but you will need cash totaling around $12,000 to pay your own way including closing costs. FHA does provide for the seller to pay some of your costs and, if they cooperate, you could get in for as little as $8,000.

However, there are several creative lenders these days catering to an aggressive market place, who can help you obtain financing for as little as zero cash. Keep in mind though that you will pay a higher interest rate for non-traditional products.

FHA financing would seem to be your logical choice, but you must go see a lender to make sure you qualify as a credit-worthy borrower, and to make sure that your income and debt ratios fit the program requirements.

Dear Dave: We recently sold our home and the deal fell through just before closing. There was some glitch in the buyer’s loan approval. We were absolutely stunned to find that the earnest money of $1,500 went back to the buyer. Our Realtor said, “That is the law”. – What law?

Answer: When you sign an earnest money contract, it is a binding agreement between you and the buyer, enforceable by law. The earnest money probably went back to the buyer because of ‘standard terms’ written into the contract that state that if the buyer is unable to obtain a loan commitment, through no fault of his own, the agreement terminates and, if it is not the buyer’s ‘fault’, the standard verbiage provides for the earnest money to be refunded. It is not a law that earnest money is returned to a buyer under such circumstances – it is merely law that you comply with whatever you agreed to in your contract.

Realtors cannot write contracts - that would be practicing ‘law’, which can only be performed by an Attorney. The earnest money contracts used by Realtors have been prepared by an attorney, and are simply adopted by the industry as a standard format. The point I am making is that you can make the terms of a contract whatever you want.
Always be sure to understand what you are actually agreeing to in your contract. If you wish to change it, your Realtor can write up such changes under ‘other terms and conditions’, to suit your needs. If you feel strongly enough about the legal consequences of your earnest money agreement, please see an Attorney, who is the appropriate person to give you legal advice.

The status of earnest money is often a point of contention with sellers who may have waited 6 to 8 weeks for closing only to find the deal falls through for some ‘financing’ reason, obscure to them. Why not add to the contract that the earnest money become non-refundable to the buyer, except for an inadequate property appraisal, following the home inspection? This would shift the responsibility to the buyer for ensuring that the lender has covered all the bases for loan approval, instead of leaving the seller out on a limb.

