EVERYTHING YOU NEED TO KNOW ABOUT BUYING PROPERTIES AND MAKING MONEY OUT OF PROPERTIES GOING ON AUCTION
The following general auction information is intended to be of benefit to both first time and seasoned bidders. In my consulting capacity as legal and corporate advisor to the Rawson Auctions division, I am very excited to share some light on the world’s second oldest profession and without doubt the most efficient, fast and hassle free way to buy and sell property. 
I would also like to dispel the perception that the auction floor is only for elite investors with loads of cash at their disposal. Although typical auction conditions of sale (offers to purchase) do not allow for suspensive conditions, there is nothing stopping prospective buyers from arranging finance (bank or otherwise) before taking to the auction floor.
In slow market conditions buying properties at auction can present investors with unbelievable investment opportunities. This is particularly so for bank repossessed properties where the banks are prepared to accept offers at 20 to 40% below the bank valuation on the property (which is often already lower than market value of the property). Buying bank repossessed properties is like buying clothes at a giant post Christmas retail clothing store sale. Once you have had a taste of buying properties at enormous discounts there is no looking back and no other way to invest in this asset class. 

I have set out below the most pertinent information surrounding the auction process. Members are welcome to contact me re any further information required. 
PRIOR TO THE AUCTION DAY
DUE DILIGENCE INVESTIGATION:

· Property Viewing

· Every property that goes on auction is allocated at least two viewing days by the auctioneer. It is essential that you attend such viewing days to satisfy all your queries about the property. 


· Bidders Pack
· The bidder’s information pack is provided to all interested purchasers on request.  The bidders pack provides purchasers with general information about the property going on auction. The information contained in the bidders pack is not a substitute for a thorough due diligence investigation. It is therefore imperative that you consult with the relevant professionals to ensure that you understand the property that you are bidding on. 
· Conditions of Sale 
· The conditions of sale is the deed of sale pertaining to the sale of the particular property going on auction. The purchaser is not permitted to make amendments to the conditions of sale after winning a bid. It is therefore essential that potential purchasers familiarise themselves with the conditions of sale prior to the Auction Day. The conditions of sale will either be provided to purchasers for their perusal as part of the bidders pack or as a separate document. The conditions of sale are also agreed to by the seller prior to the date of auction which means that the seller is also not permitted to make changes to the contract after the hammer goes down. This eliminates any potential of going back and forth on the contract and offering the seller a way out of the deal. 
FINANCES:

· Purchase Price

· The conditions of sale pertaining to the sale of property by public auction typically do not permit for the inclusion of suspensive conditions, for example that the sale is suspensive on the purchaser being granted a bond from a bank or other financial institution. It is therefore imperative that potential bidders make appropriate arrangements for finance prior to the day of auction. After signature of the conditions of sale purchasers shall be required to secure the balance of the purchase price within 45 days of signature by means of a bankers guarantee acceptable to the seller. 

· VAT

· Potential bidders must satisfy themselves prior to bidding whether or not VAT is payable over and above the purchase price on the property. If Vat is payable the winning bid is always plus VAT and not inclusive of VAT. 
· Deposit

· On winning a successful bid you will typically be required to pay a deposit of 5% of the purchase price immediately after signature of the conditions of sale.
· AUCTIONEERS COMMISSION

· On winning a successful bid you will further be required to pay the Auctioneers commission of 10% plus VAT calculated on the final bid price. Please note that Auctioneers commission is payable over and above the purchase price of the property. 
· In some circumstances the seller will pay the auctioneers commission and the commission will be included in the final bid amount. Always check upfront (particularly in the case of bank repossessed properties) who is paying the commission so that you can budget accordingly.
· FORM OF PAYMENT

· The payment of the deposit and auctioneers commission must take the form of a bank guaranteed cheque.  Under no circumstance will cash payments be accepted. 
THE AUCTION DAY

PROCEDURE:

1) Registration
a. Only registered bidders are entitled to bid on a property. The registration procedure involves the following:
i. Filling in a buyers registration card and being allocated a bidding number

ii. Signing acknowledgment that you have read and understood the conditions of sale

iii. Payment of a refundable registration fee by cheque (not all auctioneers require this). 

b. Proxy Bids:

i. Should you be unable to attend the auction personally or get a representative to do so you may submit a bid by means of a proxy bid. To make a proxy bid you will be required to do the following:
1. Complete, sign and send a Power of Attorney to the Auctioneers
2. Send a certified copy of your identity document with the Power of Attorney

3. Make payment of 10% of your bid price into the Auctioneers Trust Account which payment is refundable in the event of an unsuccessful bid.

c. Representative Bids:

i. The person bidding on your behalf will be required to do the following:
1. Provide proof of authorisation to bid on your behalf in the form of a mandate and or resolution.

2. Sign personal surety for all the purchasers’ obligations in terms of the conditions of sale.

2) The Auction
a. The Auctioneer will commence the auction by announcing any amendments to the conditions of sale pertaining to the property.

b. Once the bidding commences it is important that you make and keep adequate contact with the Auctioneer to ensure that your bid is not overlooked. To make a bid lift your hand or buyers card into the air and call out your bid if necessary. If you no longer wish to make further bids then shake your head and say no when the Auctioneer turns your way. 

3) After the Auction
a. Sign the conditions of sale with the Auctioneer.
b. Make payment of the deposit on the purchase price and Auctioneers commission by way of bank guaranteed cheque.

c. The Sellers conveyancer will be in contact with you with regard to securing the balance of the purchase price, payment of transfer and related costs, and the transfer procedure. 
Please  see  the  conditions of sale under section 5 “closing the deal” of my website for your perusal so that you can start getting comfortable with the auction process. 
