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A foreclosure is where the sellers have gotten behind on their mortgage payments…. and after about 3-4 
months the lender puts the property into a foreclosure process that generally takes 30-60 days.  The 
property is auctioned at the courthouse in the county it resides in. The starting bid is the mortgage 
balance. If no one bids (these are CASH only sales) then the lender takes the property back.  The lender 
then lists the property for sale with a local Real Estate Office. The former owners are asked to leave or 
are evicted. Many foreclosures are listed for OVER fair market value. They sit on the market unsold for 2-
3 months and then the lender may reduce the price.  HUD foreclosures are listed at the appraised value.  
HUD never repairs the house while VA & other lenders may choose to do repairs to get a higher price.  

MANY FORECLOSURES CAN BE GREAT BARGAINS! 
 
There are basically six types of foreclosures:  Conventional, FHA, VA, Private, and Pre-
Foreclosures/Short Sales. FHA foreclosures are open for bidding for about 10 days, then they take 
the highest bidder with a initial requirement to only owner-occupants.  Conventional and VA 
foreclosures are available just like any other . . . place an offer . . . get a response.  Many times the 
selling mortgage company rehabs the property and Lists it for a bit OVER full market price!  HUD 
foreclsures are listed at actual APPRAISED value (FHA appraisal). 

 

There are 2 types of Pre-Foreclosures… Motivated Sellers that will be or are going into 

foreclosure… AND… SHORT SALES… Short Sales are where the seller’s mortgage company has 

agreed to allow the seller to sell the house for UNDER their mortgage balance AND under market 

value to avoid the foreclosure entirely! Short-Sales are very different . . . it can  take up to 2 months to 

hear if your bid is accepted . . .  and then even longer to close many times . . . there are no 

guarantees on closing. Pre-foreclosures and Short-Sales can be very good buys. 

   

ALL foreclosures are sold AS-IS…. there is virtually no chance of negotiating with the mortgage 

company/seller on repair issues uncovered in your inspection. (some exceptions may be with Freddie 

Mac or Fannie Mae … I have been able to get them to repair an AC system and even a foundation!) 

  

We are a HUD Broker, and have FULL access to EVERY other foreclosure as well.  I have been 

buying property for 20 years and have an enormous amount of experience that would be a great help 

to you .              EVERY Foreclosure is listed in the MLS:  www.EveryAustinHomeSearch.com   
 

Possible Limitations & Problems: 
ASKING Price is just an estimate of what the lender will accept. 
It is common for the lender to reject offers that are less than 92% of asking price. 
On HUD or VA foreclosures there is no option period for the buyers. 
On other foreclosures there usually is an option period. 
Only some lenders will pay for a home warranty. 
The selling lender can not be asked to do anything; repairs,etc, (minor exceptions) 
Buyers must be fully approved in writing prior to submitting offer. 
Buyers offer may sit for ANY length of time until lender chooses to review it. (Except HUD’s) 
Buyers must understand that it may take days for the lender to “accept” an offer.  
The sale is AS-IS.  Sometimes it is difficult getting the utilities turned on for an inspection. 
 
There is no sellers disclosure…the lender knows nothing about the history of the house &/or 
its problems (if any).  The lender may take days to respond to an offer. 

Foreclosure  Info 
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Definition: 
The term “Short Sale” is a Pre-foreclosure… where the sellers have gotten or are in the 
process of getting permission from their lender to sell for less than their mortgage balance. 

 
 

 

Limitations: 
ASKING Price is just an estimate of what the lender will accept unless otherwise noted 
as the minimum contract price. 
 
Sellers can not choose to accept an offer…only their lender can. 
Sellers may not be able to pay  any of buyers costs: some exceptions may be with FHA non-
allowables…etc… 
Sellers can not be asked to do anything; repairs,etc,   (minor exceptions) 
Sellers lender reserves the right to reject or change offer at any time… even at closing… they 
may back out (unusual but they are not under contract to close!!) 
 
Buyers can not negotiate price…BUT…may be able to make AN OFFER. 
Buyers must be fully approved prior to submitting offer. 
Buyers offer may sit for ANY length of time until lender chooses to review it. 
Buyers & Sellers must understand that it may take weeks or months for the lender to “accept” 
an offer & then they will not give any guarantees of allowing the transaction to close! 
Buyers may have already paid and received inspection before lender even accepts offer. 
 
ANYTHING may go wrong. 

 

 

Possible problems: 
Price changes (up usually..although we have had them go down!) 
ANYTHING MAY GO WRONG  
Seller may receive a 1099-C from the lender.  Seller should see an accountant. 

 

Short  Sale  Info   (lender approved pre-foreclosure) 
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