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Foreclosure Acquisition / Rehabilitation Program  
 

Overview: Federal HUD funding is used to acquire and redevelop vacant, foreclosed properties 
that may otherwise become sources of abandonment and blight within the Billings community. 
Following rehabilitation or reconstruction, the homes are sold to income-qualified households 
through the First Time Home Buyer program. Mortgage payments are based on 30% of the 
household’s income. A silent second lien is placed on the home for the difference between the 
purchase price and an affordable mortgage payment.   

History: In 2010, the Montana Department of Commerce awarded the City $569,314 in 
Neighborhood Stabilization Program funding to purchase and rehabilitate three homes. The City 
continued the program with Community Development Block Grant funding and 12 homes have 
been purchased as of September 2020.  

The great majority of the homes purchased need extensive repairs. If the City did not purchase 
and rehabilitate these homes, it is very likely they would become rentals with very unsafe 
conditions for tenants and would continue contributing to neighborhood decline.  

Here are some interesting program averages:  
Acquisition price $122,052  

City rehabilitation investment $74,938  
Total City investment $190,745  

Purchase appraisal $126,475  
Acquisition discount (at least 1% required) 4% 

After-rehab appraisal $172,450  
Increase in home value after rehab 34% 

Homeowner first mortgage $98,403  
City's second mortgage lien $77,139  

Revenue per home following initial resale $84,504    
Total City Liens / Future Revenues $771,391  

 
 
 



Before  After 







Find Vacant, 
Foreclosed Property 
www.HUDHomestore.com

View Property / Decision
Check property records for eligibility, run AVM for 

value, pictures of home, review w/staff (appropriate 
size, location, etc.), prepare bid package, submit bid 

(appraised value less at least 1% )

Offer Accepted
Request cashier’s check for earnest money, 

Voluntary Acquisition letter, available funding 
letter, schedule CA review/signature, realtor 

prepares/submits sales contract package

Docs
Within 2 days 
of acceptance, 
submit all docs 
(see checklist)

Details
Site Specific 

checklist, order 
appraisal to justify 

bid amount,       
etc.

Closing
Order title commit, process invoice/ 

request check for closing after 
settlement statement rec’d,  

schedule closing w/CA & title agent, 
close purchase, change locks

Ownership Changes
Notify JoLynn Yerger/insurance;
Donna Hjelm/City asset register;

Melody Munter/ownership

Set Up:
PW-Utilities, NorthWestern

Energy, Montana-Dakota 
Utilities, mowing, snow removal

Inspections
Home Inspection, 

Structural 
Engineering, etc.

Tests
Radon, 

Asbestos, PCE, 
etc.

Invitation for Bid (IFB)
Prepare IFB package/exhibits, Work List, 

draft/schedule public notices, distribute IFB, schedule/ 
conduct pre-bid meeting, pre-bid minutes, schedule 

on-site contractor appointments, prepare 
Addendum(s), etc.

Preliminary Work List
Use inspection and test results to 

prepare Preliminary Work List, 
research estimates, Lead Testing (or 
presume), LBP Risk Assessment, etc.

Bid Opening/Review
Attend bid opening, log results, 

bid review form, select contractor 
and justify selection, draft docs

Construction 
Docs

Negotiate Final 
Work List, Notice 

to Proceed, etc.

Agreements
Prepare / facilitate  
signatures (see  
checklist)

Post Rehab
Order/conduct LBP clearance testing, home 

inspection, appraisal, notify staff of sales price 
(lesser of appraisal OR acquisition + rehab), prepare 

marketing flyer, intent to sell public notices, etc.

Construction
Manage construction project, change orders, 
inspections, payments, punch list, Gross Tax 

Receipts docs/payments, retainage release, etc.

Sale
To approved FTHB 

applicant, update By the 
Numbers Spreadsheet
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