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Investor Guide to Buying at Auction 

By JD Esajian 

How The Real Estate 
Auction Process Works 
There is a starting bid, usually 
determined by the total 
amount owed. If that initial 
bid is not met, in most cases 
the property is set aside and 
held by the lender or 
government to sell off in 
another manner in the future. 
As long as that first bid is 
met, normal auction rules 
apply. The investor who 
makes the highest bid and can 
meet the auction 
requirements, such as a 
cashier’s check or payment 
within “X” number of hours, 
wins and receives the 
paperwork to take ownership 
with that property. 

When an investor has paid in 
full they will be given a 
certificate of sale. And within 
at least 10 days, often sooner, 
they will be mailed a 
certificate of title. 
 
Why Does Property Go 
To Auction? 
The two most common 
reasons a house goes to 
auction are foreclosure and 
tax liens. 
 
In a foreclosure auction, 
the lender sells the house in 
this situation, creating the 
starting bid — usually the 
amount owed, plus fees and 
expenses. Auction attendees 
can then make that bid, or 

higher, to get the auction ball 
rolling. 
 
A tax lien auction is 
similar, but the property is 
seized as a result of unpaid 
taxes or tax fraud. In this 
case, it is the lien being sold. 
Whoever owns that lien has 
the right to collect it from the 
property owner, or seize the 
property if they are not paid.  
 
The Advantages Of 
Buying At Auction 
There are several potential 
advantages to buying a house 
at auction: Potential For A 
Discount, Access To 
Desirable Properties, and 
Quick Settlement Times. 
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mortgage, you will need to 
have the details of the loan in 
place before actually 
attending the 
auction. Additionally, 
mortgage lenders will only 
approve the loan for how 
much the property is valued 
at (not the final sale price at 
the auction). Keep this in 
mind as you bid, and you will 
have no problem purchasing a 
home at auction with a 
mortgage.property as you 
can, before you put in your 
bid. 
 
While there is certainly risk 
with purchasing an REO 
property at an auction, there 
is also great opportunity. If 
you know your numbers—
along with your exit strategy 
and what your local market 
will support—you can turn 
this seemingly scary investing 
strategy into a possibly 
lucrative one for years to 
come. 
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you to purchase a home in 
need of repairs, though the 
credit requirements are 
higher than a typical FHA 
loan. 
 
Can You Buy A House At 
Auction With A 
Mortgage? 
Similar to purchasing at 
auction with an FHA loan, 
mortgage lenders have certain 
requirements in place 
regarding property condition. 
Therefore, if you find an 
auctioned home that does not 
meet their standards you will 
not be able to take out a 
mortgage on the property. 
Luckily, as long as the 
property is in habitable 
condition you should not run 
into any problems obtaining 
financing. 
 
As you may know, on auction 
day the winning bidder will 
typically be responsible for 
presenting 10 percent of the 
purchase price. If you are 
hoping to buy a house with a 

How To Find Homes For 
Auction 
Each state has its own rules, 
but the basics are the same. 
To participate and bid in one 
of these auctions, an investor 
must register ahead of time. 
Registration information is 
generally easy to find, 
wherever local auction 
information is found, and a 
bidding package is provided 
upon successful registration. 
 
Once you register, it’s all 
about research, research, 
research. What makes a great 
deal on a property not only 
depends on the value of the 
property up for auction 
versus the bid amount, but 
also how much work and 
renovation you must put in, 
and how much potential the 
auction property has in either 
resell value or rental property 
income. 
 
This means doing the 
following before the auction: 

 Reading all due diligence 
documents and transaction 
details before the auction 

 Determining an 
estimated market value for 
the property 

 Driving by a property & 
inspecting it from the outside 

 Getting your financing 
ready (most states will 
require immediate payment, 
so be sure to have either 

cashier’s check, cash or 
money order) 

 Paying the pre-auction 
deposit (usually 5% of the 
total owed) 

 Double-check the auction 
is still scheduled (many get 
postponed or cancelled) 
 
Buying  Auctioned 
Homes With An FHA 
Loan 
FHA loans can be used to buy 
nearly any type of house, 
though the property must 
meet certain value and safety 
requirements. These 
regulations are meant to 
protect buyers from 
properties that are not up to 
code, and can come in handy 
when purchasing 
foreclosures. The process will 
typically involve a fee 
appraisal, which can be 
thought of as an appraisal and 
home inspection in one. The 
main challenge buyers may 
face when using an FHA loan 
for auctioned properties is if 
there are any major repairs 
required on the property. 
Because auctioned properties 
are frequently sold as is, if 
they do not meet the 
conditions established by the 
FHA the home may not be 
eligible. However, if you are 
still interested in purchasing 
the home it may be worth 
looking into an FHA 203(k) 
rehab loan. This will allow 
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Government Real Estate Grants can help you finance your next 
project. These funds are provided by federal, state and local 
governments, as well as many private foundations. As a result 
of applying for and receiving grant funds, you could obtain 
thousands of dollars in free grant money that never has to be 
paid back. 
 
For instance, there are government programs that are "Go 
Green" that are available to update your furnace, insulation, 
window replacement and solar energy. Also, there are 
available grants for down payment assistance, home 
improvements and rehabilitation of properties in depressed 
areas. As an investor you might be particularly interested in 
the following grants: Restore Real Estate and Help with 
Purchase Investment Property. 
 
Each grant that you apply for has specific functions and 
purposes. By searching an online grant directory, you can 
quickly identify the grant programs. 
1.     The first step is to review a public database to identify 
those programs– a good database to browse for grants 
www.grants.gov. 
2.     HUD has been promoting quite a few grants this year, in 
an attempt to promote housing recovery. Check the HUD 
website. 
3.     Fill out the Grants application very carefully. Do not 
overlook any required information, since the approval comes 
down to complete and accurate details. 
4.     Most real estate grants will require a Grant Proposal, 
which is basically a business plan about what you intend to do 
with the grant money. Also keep in mind that real estate grants 
are favored to individuals, who plan to help the community or 
the neighborhood where the property is located, so make sure 
you address that for better chances in obtaining the grant. 
5.     Once the application and the proposal have been 
completed, send them to the appropriate agency so that the 
package will be received by the deadline date. 
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