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Controversy buzzing over 
foreclosure auctions 

PINELLAS COUNTY - Buying a house is
the largest and most complex purchase that
most people ever make, and the stakes go
through the roof if you're attempting to buy
a house at a foreclosure auction. Real Estate
Disposition Corporation (REDC) is a real
estate auction company that has been oper-
ating in this area and across the country, and
it didn't take long for controversies to start
buzzing on the Internet about this type of
auction and this company in particular.

Unless you are a professional in the busi-
ness, when a house is sold, a real estate
agent normally represents the buyer and
another represents the seller. These agents
undergo a fair amount of training and must
pass a test to be licensed for the state they're
in, as real estate laws vary by state.
Typically in these transactions, the seller
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has an asking price that the buyer must
agree to pay, make a down payment and get
financing for the balance. The buyer will
typically put up some money as "earnest"
money to indicate the sincerity of the offer.
This money will be held in "escrow," a
secure account, to be used as part of the
down payment when the closing is done. If
the buyer backs out of the deal once the sell-
er has accepted it, the seller gets to keep the
money for his time and trouble. 

The exception to that is if certain "contin-
gencies" written into the offer are not met.
One of these might be a contingency that the
buyer is able to get financing. Another
might be that the sale is subject to a profes-
sional inspection of the property and no
problems are found that were not previous-
ly specified by the seller in their disclosures.
If these contingencies aren't met, the buyer
can back out of the deal and get his earnest
money refunded. Those are the basics.

At least with some companies holding
foreclosure auctions, including Real Estate

Disposition Corporation, a number of things
happen differently from this. 

The properties being sold are sold "as-is."
That means whatever condition they're in, if
you are the winning bidder, you must accept
it. People actually go to these auctions and
bid without ever seeing the properties. The
properties may have missing appliances,
cabinets, torn up carpets and the wiring torn
out of the walls setting underneath a leaking
roof and you've bought it, "as-is."

REDC requires that if you are a bidder
attending the auction, you must bring a cer-
tified check made out to yourself for either
$2,500 or $5,000 that you can sign over to
them if you are a winning bidder. The
amount depends upon which auction event
it is. You may use cash in place of the check.
You may cover the rest of the money
required for down payment at the auctions
with cash or a personal check. If you buy a
second property, you must have another cer-
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Dr. Kathie Erwin and her granddaughters, Faith and Grace Bakke, participated in the second annual Harbor Bluffs
Community Luminary Walk in support of the Suncoast Chapter of the American Cancer Society last month. Over 200
luminaries were placed in memory of those lost to cancer, in celebration of those cured and in support of everyone
battling the disease. 

Twelve more Pinellas County properties go up for grabs this month at 
Real Estate Disposition Corporation's foreclosure auction, but let the buyer beware.
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After what seemed like a long winter,
spring is finally here, bringing the north-
ern migration of Spanish and King
Mackerel. 

Any of the artificial reefs and wrecks
in the 40 to 60 foot range should hold
good numbers of fish. Trolling with
spoons behind #2 or #3 planers or slow
trolling live bait should produce plenty
of action as long as the recent strong
winds subside and the water clears up
like it typically does this time of year. 

The Jig Report
Capt. Ryan Wagner

Give an area a few passes and then
move on if unproductive.  

Farther offshore, bottom fishing is as
good as it gets. Our last trip in 100-foot
produced just about everything you can
imagine, including red and black
grouper, scamp, red, mangrove and lane
snapper, kingfish, amberjack and some
huge sharks. Live pinfish and frozen sar-
dines were the ticket. 

Now is the time to get out there and
bend some rods!

AUCTIONS from cover

tified check, typically for a higher amount.
If you complete the transaction at a closing
that typically must be completed within 30
days or less, your money is applied to the
deal and all is well.

If you decide you don't want the property
or can't arrange the financing or it takes
longer than the number of days imposed by
REDC, you have lost your money and the
auction company keeps it. That's the first of
the bad news. There is no "cooling-off peri-
od." When the auc-
tioneer says
"Sold!", it's yours if
the seller decides to
complete the deal
within their 15 busi-
ness days. They get
time to decide but
you don't.

The auction com-
pany adds a fee
onto your "win-
ning" bid of 5 per-
cent. If your win-
ning bid is
$200,000, then you
actually pay $210,000 for the property.
That's almost as much as real estate agents
get for a transaction and that's normally paid
by the seller and not the buyer.

What you actual pay at the auctions is
earnest money of 5 percent of the sales price
for the first property and 15 percent (or
$10,000, whichever is greater) on each addi-
tional property. That goes into escrow for a
closing. It is not a down payment.

There are three different money amounts
to be considered in the bidding process. One
of the most important is what the market
value currently is for the house. The auction
company is not going to tell you this. You
had better have done your homework. Many
haven't.

The next figure is the starting bid amount,
which apparently has no relationship to any-
thing. In a normal auction, this amount
might be the minimum price that the seller
would take for the property. Not true here.
The auction company has a "reserve" price,
meaning it's the minimum they'll take to sell
but they won't tell you that amount. Even if
you have the winning bid, they have 15
business days after that to decide if they'll
accept it - even if you won! They may even
sell the house to someone else in those 15
days if they're able to get a higher amount.
If they decide not to accept your winning
bid, they return your money but it could be
a while. You, however, cannot back out
without losing the money you've already put
up.

The auctioneer is actually allowed to bid
against you by making a bid on behalf of the

seller. If you make the only bid, the auction-
eer might add $5,000 to the bid to attempt to
get you to raise your bid. He might keep
doing that until the seller's secret reserve is
reached. They may also use others placed in
the audience to bid on behalf of the seller as
well.

Even if you win, all you have won is the
right to make an offer and for them to hold
your money while they think about it. 

They also require you to bring a photo id,

such as a driver's license, in order to bid or
buy. They recommend you bring the last 2
years of tax returns, last 2 years of W-2s,
and last 30 days of pay stubs "to help the
process move more quickly." Sounds like
they might want to finance for you? One
incentive they give you is that if you pre-
qualify with their lender and then the
financing falls through, you get your money
back. If you use your own lender, too bad if
it falls through.

There are lots of references on the Internet
saying that all of this is a scam. The compa-
ny does specify all of these details in their
terms and conditions on their Web site. If
ever there was a transaction where "let the
buyer beware" is crucial, this qualifies.
Their terms and conditions are totally seller-
oriented and very little exists in it for the
buyer except conditions they have to meet
to keep from losing their money. Is it legal?
Apparently, it is, but we're not lawyers and
can't give legal advice. Is it for the faint of
heart or someone who doesn't thoroughly
understand how this works? No.

Reports exist of people who were very sat-
isfied with their deals through REDC. Other
reports tell of winning bids that were for
more money than was being asked on the
current real estate listing. Like any auction,
you can easily pay too much if you don't
know the real value of what you're buying.

Opinions vary. So do the results of attend-
ing one of these auctions in pursuit of that
bargain home you've been wanting. The
next REDC auction for Florida is April 18
and includes 12 Pinellas County offerings.

This Indian Rocks Beach house was sold at a REDC auction in
February.

Dear Dave,

The company where my husband works
recently told everyone that massive layoffs
are coming, and they should start looking for
other jobs. Right now all of his options are
out-of-town. A real estate agent told us we'd
have to remodel our kitchen in order to sell
the house. We've got $3,500, but remodeling
would take about $2,000. Should we get a
second mortgage to get the work done?

Pamela

Dear Pamela,

You might want to get another opinion.
Sure, a new kitchen would be nice, but is
that the end-all, be-all? Either way, there's no
way I'd go into debt to make this happen.
Your house isn't even on the market yet.
There's no reason to fix up a house that's not
for sale, especially when you only have
$3,500 to your name!

There is, for sure, a financial storm brew-
ing on your horizon. Start right now living on
rice and beans and saving up piles of cash
to build a bigger umbrella. 

Wait until he actually lands another job
before you make any big decisions. What if
something pops up where you are? If you
end up moving, then you might take $2,000
from savings to fix up the kitchen and get the
house sold. Don't do it unless you're going to
pay cash, though! You don't want a second
mortgage hanging over your heads, making
everything even more difficult.

- Dave

Dear Dave,

Could you explain, and comment on,
investing in Viaticals? I've been hearing
offers that guarantee 10 percent. Does that
sound fishy to you?

Lee

Dear Lee,

Everything about Viaticals is fishy. Stay
away from them! A Viatical investment is
when you buy a position in a terminally ill
person's life insurance policy. Mathematically,
you're betting on when they will die.

A tremendous number of scam artists are
involved in these things, and even the ones
who go by the book have a lot of trouble,
because you really can't predict when some-
one's going to die. 

Viaticals are a disaster. They're being
slammed by state attorney generals all
across the country. Lots of these companies
are being shut down, and most of those that
are technically legitimate in this area are
incompetent. 

Never put money in Viaticals!

- Dave

Dear Dave,

My parents asked me if I know anything
about GMAC demand notes. Apparently,
they're thinking about getting into these to
diversify their portfolio. What do you know
about these, and is this a good idea?

Eric

Dear Eric,

Your parents need to run as fast as they

can from whoever is pitching this idea to
them. A note is a debt. So, the next question
goes something like this: Would you want to
be in the position of having General Motors
owe you money right now? I don't think so!

Basically, people who invest in this kind of
thing end up being creditors. Then if the
company goes belly up, guess who usually
doesn't get paid? That's right, the creditors!
Plus, the company is teetering on the brink of
disaster.

There's no way I'd do this, Eric, and I'd
never again take advice from the one who
suggested it. This is one of the worst ideas
I've ever heard!

- Dave

Dear Dave,

Could you please give us a list of the things
people need to think about and deal with if
they've been laid off?

Anonymous

Dear Anonymous,

What a great question! It's good to know
you're thinking ahead. Hopefully, you won't
have to face this problem, but if you do, here
area few ideas to help hold things together.

The first thing you do is take any sever-
ance pay, plus all the other money you have,
and put it all in an emergency fund. You
never know just how long money will be tight
in a situation like this. Even if you go out
immediately and find a part-time job to tide
you over, you're still going to be facing a sig-
nificant loss of income in the short term.

You know I love beating down debt, but at
this point you need to stop paying extra on
any debt you have. Yank the plug on retire-
ment planning, too. You don't need to worry
about these things when you're in the
middle of a crisis! A bare-bones, detailed
household budget is also a necessity. It's
beans and rice time, so you've got no busi-
ness seeing the inside of a restaurant or buy-
ing new stuff for a while. If you had vacation
plans, put them on hold. Many times people
don't want to experience the pain of a
scaled-back lifestyle while they're feeling the
pain of a job loss. Often they'll turn to credit
cards in this situation, and that's a really
dumb idea!

Be on the hunt for life insurance, if you
previously had it only through your employer.
Everyone needs a good, level-term life insur-
ance policy outside of what's offered at the
workplace. When it comes to medical
insurance, consider using a health savings
account (HSA). Look for one with a high
deductible and low premium. If you have a
401(k), roll it directly into an IRA with a direct
transfer rollover. Do not have them
send you a check! Don't ever cash out an
IRA in a situation like this, unless it's
absolutely necessary to avoid bankruptcy
or foreclosure.

Finally, you've got to be willing to take any
work that comes your way. This means even
part-time jobs like delivering pizza or flipping
burgers. There's no shame in honest work,
and losing a job isn't the end
of the world. It just might be the opportunity
for a great new career
change!

- Dave                                       

* For more financial advice, plus special
offers to our readers, please visit  www.dav-
esays.org.


