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About this Tool
Description:

This resource is intended for use by grantees and their partners in assessing sites that have already been identified by developers for multifamily rental projects. This document provides guidance to help identify and fix potential NSP compliance problems when developers have already identified sites prior to receiving the NSP award. It includes site acquisition checklists, a purchase agreement addendum, sample notices of voluntary acquisition for vacant properties, a sample seller certification form for vacant properties, and a set of NSP appraisal requirements for acquisition of foreclosed properties. 
How to Adapt this Document: 

The sample forms provided in this guidance document are intended as samples to be adapted according to each program’s unique characteristics, while conforming to state and local laws.
Source of Document:

This document was developed by the Compass Group, LLC.
Disclaimer: 

This document is not an official HUD document and has not been reviewed by HUD counsel. It is provided for informational purposes only. Any binding agreement should be reviewed by attorneys for the parties to the agreement and must conform to state and local laws.
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Rental Property Site Acquisition Guide:

Developers need to structure their site control documents in ways that comply with the rules of the Neighborhood Stabilization Program.  In considering sites for acquisition it is important to incorporate key NSP concepts into the process, and in certain instances it may be necessary to modify existing site control documents to provide for NSP compliance (See Appendix B). Items of particular importance include:  
	Rental Property Site Acquisition Checklist

	Eligible Properties 

All of the following must be true (‘Yes’) for the property to be eligible

	—
Property is located in an NSP Target Area
	Yes / No

	—
Property meets one of the following definitions:

•
Foreclosed


•
Abandoned


•
Vacant; or


•
Blighted.
	Yes / No

	—
Property has only one dwelling unit on site or developer has received prior written approval from the grantee for a property with more than one dwelling unit on site.
	Yes / No

	Site Control (Purchase Agreement) Documentation

All of the following must be true (‘Yes’) for the purchase agreement to be proper

	—
Terms are to acquire deed, free and clear of all encumbrances unless approved in writing by Grantee prior to Developer making an offer.
	Yes / No

	—
Contains appropriate NSP-related contingencies (see Attachment B)


•
Purchase conditional on Grantee’s environmental review; and,


•
Purchase conditional on as-is appraisal outcome (1% < Market) (See Appendix E for Appraisal Requirements)
	Yes / No

	—
Provides purchaser sufficient time for the environmental clearance process to be completed:


•
NSP 1 (up to 60-90 days); or,


•
NSP 2 funds (up to 120 days)
	Yes / No

	Tenant Protection Requirements

All of the following must be true (‘Yes’) for the tenant protections to be proper

	—
Property is Vacant and the Purchaser can establish that prior tenants were not improperly vacated (See Appendix D).
	Yes / No

	—
Property is Occupied and all of the following requirements are met:


•
Seller was provided ‘Notice of Voluntary Acquisition’ by Purchaser, prior to entering into purchase agreement (See Appendix C)

•
Seller is able to demonstrate compliance with tenant protection requirements


•
Property is owner-occupied, and “General Information Notice” has been provided to tenants.


•
Purchaser has arranged for review by URA expert/specialist.


•
Developer has obtained certification from seller that they complied with American Recovery and Reinvestment Act of 2009/Protecting Tenants at Foreclosure Act of 2009; or Developer has assumed all legal Recovery Act Responsibilities.


•
If rehab will result in relocation, Developer has a URA-compliant relocation plan for tenants 
	Yes / No

	Lead-Based Paint Considerations

All of the following must be true (‘Yes’) for LBP to be properly considered

	—
Site contains pre-1978 buildings, and all of the following conditions have been met:


•
Developer either has in-house or third-party expertise related to HUD LPB requirements


•
Developer has ordered a lead-based paint risk assessment complying with 24 CFR, Part 35
	Yes / No


Appendix A – NSP Multifamily Acquisition Checklist

	
	Developer
	Grantee Review
	Grantee Approval

	1.  Property Investigation and Approval
	 
	 
	 

	Investigate properties using staff, Brokers etc. 
	X
	 
	 

	Preliminary site conditions inspection
	X
	 
	 

	Review Tenant Records for compliance with URA (relocation) provisions
	 X
	 
	 

	Provide location(s) of possible acquisitions to Grantee for approval
	X
	X
	X

	Obtain preliminary appraisal -- electronic, opinion, etc. 
	X
	 
	 

	Prepare property deficiency report
	 X
	 
	 

	Prepare preliminary rehab plans/specs and cost estimate
	X
	 
	 

	Complete a Project Budget 
	X
	 
	 

	If foreclosed upon, provide evidence that seller foreclosed
	X
	 
	 

	Complete a draft purchase agreement  
	X
	 
	 

	      (Include ER conditions for all; appraisal condition if foreclosed)
	X
	 
	 

	Complete a Notice of Voluntary Acquisition to be sent to seller
	X
	 
	 

	Present acquisition approval package to Grantee  for review/approval
	X
	 
	 

	Review rehab plans, specs and cost estimate for cost-reasonableness
	X
	 
	 

	Review and approve (or deny) developer making offer 
	 
	X
	X

	2.  Property Purchase
	 
	 
	 

	Obtain written approval from Grantee
	X
	 
	 

	Present agreement and Notice of Voluntary Acquisition to seller
	X
	 
	 

	Notify Grantee when executed by seller
	X
	 
	 

	Complete site-specific Environmental Review
	 
	 
	X

	Obtain full URA-compliant as-is appraisal -only if foreclosed upon
	X
	 
	 

	      Abandon transaction if price is not at least 1% less than appraisal
	X
	 
	 

	Order title search and preliminary title binder in name of Grantee 
	X
	 
	 

	Prepare Acquisition Draw Request
	X
	 
	 

	Review/approve or deny request 
	 
	X
	X

	Complete DRGR information and request draw from HUD
	 
	X
	X

	Schedule property acquisition closing and notify City of date
	X
	 
	 

	Transmit NSP funds to closing escrow account
	 
	 
	X 

	Prepare open-ended Note, Mortgage, and Regulatory Agreement; 
	X
	 
	 

	Review and approve closing documents
	X
	X
	X

	Complete purchase settlement and execute documents 
	X
	 
	 

	Transmit electronic copy of warranty deed to Grantee 
	X
	 
	 


Appendix B:  Purchase Agreement Addendum

Notwithstanding any other provisions of this Contract, Purchaser shall have no obligation to purchase the Property, and no transfer of title to the Purchaser may occur, unless and until:
1.     Notwithstanding any other provision of this Contract, Purchaser shall have no obligation to purchase the Property, and no transfer of title to the Purchaser may occur, unless and until [Responsible Entity] has provided Purchaser and/or Seller with a written determination, on the basis of a federally required environmental review and an approved request for release of federal funds, that purchase of the property by Purchaser may proceed, subject to any other Contingencies in this Contract, or may proceed only if certain conditions to address issues in the environmental review shall be satisfied before or after the purchase of the property. [Responsible Entity] shall use its best efforts to conclude the environmental review of the property expeditiously.
2.     Purchaser has obtained an appraisal that meets the requirements of the federal Neighborhood Stabilization Program and indicates that the contract price is at least 1% below the market value of the property.

Appendix C: Sample Notices of Voluntary Acquisition (for Vacant Properties) 
GUIDEFORM 

- NSP VOLUNTARY ACQUISITION OF FORECLOSED PROPERTY ​
- Informational Notice ​(Agencies/Persons Without Eminent Domain Authority) 
Grantee or Agency Letterhead 
(date) 
Dear ___________: 
(Name of Agency/Person) ________________________, is interested in acquiring property you own at (address) ___________________________ for a proposed project which may receive funding assistance from the U.S. Department of Housing and Urban Development (HUD) under the Neighborhood Stabilization Program (NSP). 

Please be advised that (Name of Agency/Person) ________________________ does not have authority to acquire your property by eminent domain. In the event we cannot reach an amicable agreement for the purchase of your property, we will not pursue this proposed acquisition. 

Under the NSP, we are required to purchase residential foreclosed properties (which may include certain residential properties in mortgage or tax default status that meet the NSP definition of “foreclosed”) at a discount from their market appraised value. 

The subject property is listed for purchase at $ ______________. (If currently listed) 

Select one: a) We currently believe that the property’s market value is $____________. 

We are prepared to purchase your property; however, depending on the results of the appraisal, our written offer may differ from this amount. 
b) Our appraisal indicates the property’s market value is $______________. We are prepared to offer you $_______________ to purchase your property. 

Please contact us at your convenience, if you are interested in selling your property. 

If your property is in default, but foreclosure proceedings have not been initiated / completed, and our offer is for less than the current balance of your mortgage loan(s), we suggest that you seek legal counsel or guidance. We cannot provide you with legal advice regarding any tax, credit, or deficiency judgment consequences to you related to the sale. 

In accordance with the Uniform Relocation Assistance and Real Property Acquisition Policies Act (URA), owner-occupants who move as a result of a voluntary acquisition are not eligible for relocation assistance. A tenant-occupant who moves as a result of a voluntary acquisition for a federally-assisted project may be eligible for relocation assistance as a displaced person. Such displaced persons may include not only current lawful occupants, but also former tenants required to move for any reason other than an eviction for cause in accordance with applicable federal, state, and local law. If your property is currently tenant-occupied or a tenant lawfully occupied your property within the past 3 months prior to our offer, we need to know immediately. Further, you should not order current occupant(s) to move, or fail to renew a lease, in order to sell the property to us as vacant. 

If you have any questions about this notice or the proposed project, please contact (name)______________________, (title)____________, (address)_________________________________, (phone)___________________. 

NOTES to NSP Voluntary Acquisition Notice (Agency/person without Eminent Domain authority). 
1. The case file must indicate the manner in which this notice was delivered (e.g., personally served or via certified mail, return receipt requested) and the date of delivery. (See 49 CFR 24.5 and Paragraph 2-3 J of Handbook 1378.) 

2. Tenant-occupants displaced as a result of a voluntary acquisition may be entitled to URA relocation assistance and must be so informed per 49 CFR 24.2(a)(15)(iv) – Initiation of Negotiations (ION), and 49 CFR 24 Appendix A - 24.2(a)(15)(iv) and http://www.hud.gov/offices/cpd/library/relocation/nsp/index.cfm 

3. See 49 CFR 24.206 regarding eviction for cause. 

4. This guide form may only be used if all of the requirements of 49 CFR 24.101(b)(2)(i)and (ii) or 49 CFR 24.101(b)(3) are met. 

5. This is a guide form. It should be revised to reflect the circumstances. NSP defines “foreclosed” to include residential properties in which the property’s current delinquency status is at least 60 days delinquent under the Mortgage Bankers of America delinquency calculation and the owner has been notified of this delinquency, or (b) the property owner is 90 days or more delinquent on tax payments. While considered “foreclosed” for NSP purposes, such properties may still be owned by the mortgagor unless the State foreclosure process is complete and title to the property transferred. Short sales and other foreclosure alternatives are complex transactions involving coordination and cooperation among a number of parties (e.g., owners, lenders, servicers, investors). 
GUIDEFORM 

- NSP VOLUNTARY ACQUISITION OF FORECLOSED PROPERTY 
​- Informational Notice ​(Agencies with Eminent Domain Authority) 

Grantee or Agency Letterhead 

(date) 

Dear _________________: 

(City, County, State, other) ________________________, is interested in acquiring property you own at (address) ___________________________ for a project receiving funding assistance from the U.S. Department of Housing and Urban Development (HUD) under the Neighborhood Stabilization Program (NSP). 

Please be advised that, (City, County, State, other) ________________________ possesses eminent domain authority to acquire property, however, in the event you are not interested in selling your property, or if we cannot reach an amicable agreement for the purchase of your property, we will not pursue its acquisition under eminent domain. Your property is not a necessary part of the proposed project and is not part of an intended, planned, or designated project area where substantially all of the property within the area is to be acquired. 

Under the NSP, we are required to purchase residential foreclosed properties (which may include certain residential properties in mortgage or tax default status that meet the NSP definition of “foreclosed”) at a discount from their current market appraised value. 

The subject property is listed for purchase at $ ______________. (If currently listed) 

Select one: a) We currently believe the property’s market value is $____________. We 

are prepared to purchase your property; however, depending on the results of the appraisal, our written offer may differ from this amount. 
b) Our appraisal indicates the property’s market value is $______________. We are prepared to offer you $_______________ to purchase your property. 

Please contact us at your convenience, if you are interested in selling your property. 

If your property is in default, but foreclosure proceedings have not been initiated/completed, and our offer is for less than the current balance of your mortgage loan(s), we suggest that you seek legal counsel or guidance. We cannot provide you with legal advice regarding any tax, credit, or deficiency judgment consequences to you related to the sale. In accordance with the Uniform Relocation Assistance and Real Property Acquisition Policies Act (URA), owner-occupants who move as a result of a voluntary acquisition are not eligible for relocation assistance. A tenant-occupant who moves as a result of a voluntary acquisition for a federally-assisted project may be eligible for relocation assistance as a displaced person. Such displaced persons may include not only current lawful occupants, but also former tenants required to move for any reason other than an eviction for cause in accordance with applicable federal, state, and local law. If your property is currently tenant-occupied or a tenant lawfully occupied your property within the past 3 months prior to our offer, we need to know immediately. Further, you should not order current occupant(s) to move, or fail to renew a lease, in order to sell the property to us as vacant. 

If you have any questions about this notice or the proposed project, please contact (name)______________________, (title)____________, (address)_________________________________, (phone)___________________. 

NOTES to NSP Voluntary Acquisition of Foreclosed Property Informational Notice 
1. The case file must indicate the manner in which this written notice was delivered (e.g., personally served or via certified mail, return receipt requested) and the date of delivery. (See 49 CFR 24.5 and Paragraph 2-3 J of Handbook 1378.) 

2. Tenant-occupants displaced as a result of a voluntary acquisition may be entitled to URA relocation assistance and must be so informed per 49 CFR 24.2(a)(15)(iv) – Initiation of Negotiations (ION), 49 CFR 24 Appendix A - 24.2(a)(15)(iv), and http://www.hud.gov/offices/cpd/library/relocation/nsp/index.cfm 

3. See 49 CFR 24.206 regarding eviction for cause. 

4. This guide form may only be used if all of the requirements of 49 CFR 24.101(b)(1)(i)-(iv) are met. 

5. This is a guide form. It should be revised to reflect the circumstances. NSP defines “foreclosed” to include residential properties in which the property’s current delinquency status is at least 60 days delinquent under the Mortgage Bankers of America delinquency calculation and the owner has been notified of this delinquency, or (b) the property owner is 90 days or more delinquent on tax payments. While considered “foreclosed” for NSP purposes, such properties may still be owned by the mortgagor unless the State foreclosure process is complete and title to the property transferred. Short sales and other foreclosure alternatives are complex transactions involving coordination and cooperation among a number of parties (e.g., owners, lenders, servicers, investors). 

Appendix D:  Seller Certification Form

SELLER’S OCCUPANCY CERTIFICATION UNDER 

THE PROTECTING TENANTS AT FORECLOSURE ACT

(FOR VACANT PROPERTY ONLY)

[To be completed and signed by the seller of the property.]
_____________________________________________________________

Address of Property (“Property”)

______________________
____________


City, State


       Zip

The undersigned, Seller of the Property certifies to ________________ (Buyer) that 

1.
Seller has complied with the provisions of the Protecting Tenants at Foreclosure Act, Title VII of the Helping Families Save Their Homes Act of 2009 (“PTFA”) in connection with the Property, including any requirements of the giving of notice to vacate (“Notice”) as required pursuant to PTFA to any bona fide tenant of the Property if any such tenant was in possession of the Property prior to Seller’s notice of foreclosure; and

2.
At the time of the acquisition of the Property by the buyer/grantee, the Property will be delivered vacant, unoccupied and without any party in possession or with a right to possession to the Property.

Further, if the Property is not occupied at this time, the Seller also certifies and agrees that it has not now and will not after the date hereof allow any person, including the former owner, to occupy the Property under a lease or any other agreement for possession of the Property either oral or written.   
Signature of Seller

________________________________


Date: _________________________

By:
_________________________


Its:
_________________________



Attachment E: NSP Appraisal Requirements

NSP Appraisal Requirements for Acquisition of “Foreclosed” Properties

The following requirements are applicable to sponsors who do not have a power of eminent domain. The following requirements are applicable to each site in the proposed project that is a “foreclosed” property.

Appraiser Qualifications.  The Grantee has adopted the following requirements for appraiser qualifications: each appraiser shall be State licensed or certified in accordance with title XI of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) (12 U.S.C. 3331 et seq. ).

Consistent with USPAP. Appraisals are to be prepared according to these requirements, which are intended to be consistent with the Uniform Standards of Professional Appraisal Practice (USPAP).
URA Definition. The appraisal must meet the Uniform Relocation Act (“URA”) definition of an appraisal: “The term appraisal means a written statement independently and impartially prepared by a qualified appraiser setting forth an opinion of defined value of an adequately described property as of a specific date, supported by the presentation and analysis of relevant market information.” (49 CFR 24.2(a) (3))

Additional URA Requirements. The appraisal must meet the five following requirements (see 49 CFR 24.103(a)(2)): 

An adequate description of the physical characteristics of the property being appraised (and, in the case of a partial acquisition, an adequate description of the remaining property), including items identified as personal property, a statement of the known and observed encumbrances, if any, title information, location, zoning, present use, an analysis of highest and best use, and at least a 5-year sales history of the property. 

All relevant and reliable approaches to value. If the appraiser uses more than one approach, there shall be an analysis and reconciliation of approaches to value used that is sufficient to support the appraiser's opinion of value. 

A description of comparable sales, including a description of all relevant physical, legal, and economic factors such as parties to the transaction, source and method of financing, and verification by a party involved in the transaction.

A statement of the value of the real property to be acquired and, for a partial acquisition, a statement of the value of the damages and benefits, if any, to the remaining real property, where appropriate.

The effective date of valuation, date of appraisal, signature, and certification of the appraiser.

Date of Appraisal. The appraisal must have been completed within 60 days prior to the date of the option to purchase / contract to purchase / option to lease. 

Special Instructions to Appraiser. 

The appraiser shall disregard any decrease or increase in the fair market value of the real property caused by the project for which the property is to be acquired or by the likelihood that the property would be acquired for the project, other than that due to physical deterioration within the reasonable control of the owner. 

If the owner of a real property improvement is permitted to retain it for removal from the project site, the amount to be offered for the interest in the real property to be acquired shall be not less than the difference between the amount determined to be just compensation for the owner's entire interest in the real property and the salvage value (defined at §24.2(a) (24)) of the retained improvement.

Exception for Low-Value Foreclosed Properties.  For foreclosed properties whose acquisition price is $25,000 or less, the current market appraised value of the property may be established by a valuation of the property that is based on a review of available data and is made by a person qualified to make the valuation

Note Regarding Site Control. Sponsors should note that while NSP allows an “initial offer” to be made for a “foreclosed” property subject to an appraisal to be obtained later, such an “initial offer” is not an acceptable form of site control for purposes of this RFP.

Grantee Appraisal Requirements for Acquisition of Properties Other Than “Foreclosed” Properties

In order to document cost reasonableness, the Grantee requires sponsors to obtain an appraisal of each property to be acquired for an eligible project whose acquisition price is more than $25,000, without regard to whether such property is a “foreclosed” property.  

Rental Property Site Acquisition Guide





This resource is part of the NSP Toolkits. Additional toolkit resources may be found at www.hud.gov/nspta
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