What If Your New Home Needs Repairs?

By Gary Schero

 If you’re buying an older home, or even a newer home that hasn’t been maintained properly, the home inspection may uncover some repairs that you want to have taken care of immediately. There are two potential routes to follow in such cases.  One is to ask that the seller take care of having the repairs done so that everything is fixed by the time of the closing. The other is to get estimates on the cost of the repairs and then negotiate a credit from the seller that you receive at the time of the closing. With these funds in hand, you then hire and supervise the contractors yourself once you’ve moved in.  

Having the seller handle the repairs may initially seem attractive since this means you won’t have to find contractors or deal with the disruptions their work naturally causes as you try to settle into your new home. However, before you say yes to this approach, consider the possibility that letting the seller select the contractors and supervise their work might not produce the best results and therefore may not be in your best interests.

An inherent conflict of interest exists when a seller handles repairs for a buyer. Most sellers want to get the work done for the lowest possible price. This means that the quality of materials and workmanship may be compromised and may not meet your standards. Letting the seller take care of repairs takes control over these critical issues out of your hands. So even though it may be a hassle, coping with repairs after you move in often is a far better way to go. 

This advice is especially apt when the repairs are significant in nature. For instance, do you really want someone else choosing the color and, more importantly, the quality of the shingles for your new roof? Having the buyer take care of these choices may save you time now but could cost you money down the road when the shingles wear out faster than ones of higher quality would.  

Finding a Good Contractor

If you’re a first-time homebuyer who has never had to hire a roofer, a plumber, an electrician or a contractor before, the key thing to remember is to do your research thoroughly before signing any contract. Here are some tips:

•  Start by asking friends and family members for recommendations. If the project is big enough that it requires a contractor, you can obtain a list of area contractors who belong to the National Association of the Remodeling Industry at www.NARI.org. 

•  Call each prospect and ask questions such as these: 

•• Do they take on projects of your size? 

•• Can they give references from clients? 

•• How many other projects would they have going at the same time? 

•  Based on the phone interviews, pick three prospects to meet with in person. Good communication is one of the most important factors in choosing a trades person or contracter so look for someone who is able to answer your questions satisfactorily and puts you at ease. 

•  Check with your state's consumer protection agency and your local Better Business Bureau to make sure the people you’re considering don't have a history of disputes with clients or subcontractors. Also, ask to see a copy of current insurance certificates and licenses where applicable.

• Check references by calling former clients.  

•  Get written estimates. Ask everyone to break down the cost of materials, labor, profit margins and other expenses. Materials generally account for 40 percent of the total cost; the rest covers overhead and the typical profit margin, which is 15 to 20 percent. "Throw out the lowball bid," advises Tom Silva of PBS’s This Old House (www.thisoldhouse.com).  "This contractor is probably cutting corners or, worse, desperate for work." 

• Discuss payment schedules. If a contractor wants half the money up front, warns Silva, they may have financial problems or be worried that you won't pay the rest after you've seen the quality of the work. For large projects, a schedule usually starts with 10 percent at contract signing, three payments of 25 percent evenly spaced over the duration of the project and a check for the final 15 percent when you feel every item on the punch list has been completed. 

•  Get everything in writing, including the payment schedule; proof of liability insurance and worker's compensation payments; a start date and projected completion date; specific materials and products to be used; and a requirement that the contractor obtain lien releases (which protect you if he doesn't pay his bills) from all subcontractors and suppliers. 
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