
To: 

From: 

State of California 
DEPARTMENT OF TRANSPORTATION 

Memorandum 

RIGHT OF WAY DEPUTY DISTRICT DIRECTORS 
RIGHT OF WAY DEPUTY REGION DIRECTORS 
RAP SENIOR RIGHT OF WAY AGENTS 
ACQUISITION SENIOR RIGHT OF WAY AGENTS 

DONALD E. GREBE 2P-. 
Chief · _.c ifj/.~ 
Office of Project Delivery 
Division of Right of Way and Land Surveys 

Business, Transportation and Housing Agency 

Flex your power! 
Be energy efficient! 

Date: May 20, 2011 

File: Project Delivery 
Reference File 2011-01 

Subject: Replacement Housing Payments and Administrative Settlements in Negative Equity 
Scenarios 

Districts are continuing to encounter grantors/displacees in negative equity situations when 
initiating full acquisitions on residential properties. All such acquisitions are to be handled 
on a case-by-case basis. However, to ensure statewide consistency, the following 
guidelines are provided. 

Acquisition Activities Relocation Assistance Program Activities 

1. .Initiation ofNegotiations (ION) will be facilitated 1. Conduct first Relocation Assistance call (first RAP 
using standard acquisition procedures, citing Fair call), following standard procedures. 
Market Value (FMV) as appraised. (This will set a 
baseline for calculating replacement housing 2. Preparation of a Replacement Housing Valuation 
payments.) (RHV) Report may be initiated after the first RAP 

call. 
2. The Acquisition Agent will obtain all pertinent 

information regarding any existingmortgage(s) at 3. An RHV will be requested, prepared, and approved 
the time of the ION. This information will be following standard District procedures. 
verified, and used in determining whether the 
subject property involves a negative equity 

4. DO NOT present a Conditional Entitlement Letter 
scenario. 

until a RAP Negative Equity Waiver bas been 

3. After confirming existing mortgage information 
approved by the Statewide Relocation Assistance 

and a negative equity scenario, this information 
Liaison in Headquarters (HQ RAP Senior). 

will be conveyed to the District/Region RAP 
Senior, along with a copy of the Parcel Appraisal 
Page/Fonn RW 7-9 and the Title Report for the 
subject parcel. 
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4. The District/Region Division Chief will make the 
determination if an Administrative Settlement is 
appropriate in addressing acquisition related issues 
in a negative equity scenario. Such decisions will 
be made on a case by case basis to facilitate project 
delivery. Approvals will coincide with existing 
delegations. 

Approved Administrative Settlements will be based 
on the payment of the appraised FMV. plus those 
funds necessary to obtain a full-reconveyance of 
existing mortgage(:.) not in default. 

5. When an Administrative Settlement has been 
approved, the Acquisition Agent will present the 
grantor with a revised Right of Way (R!W) 
Contract, including the approved Administrative 
Settlement amount and a Negative Equity Contract 
Clause (sample attached). 

6. After a Grant Deed and revised RIW Contract have 
been executed, a Memorandum of Settlement (and 
all related documentation) will be promptly 
prepared and processed so that an Escrow Account 
can be opened utilizing standard District/Region 
procedures. 

7. The Acquisition Agent will forward copies of the 
executed RIW Contract and approved 
Administrative Settlement Memorandum to the 
District/Region RAP Senior for inclusion in the 
RAP file. 

8. As noted above, all Acquisition Payments will be 
facilitated through normal escrow procedures, 
including: 

a, Identification of an anticipated close of escrow 
(COE) date. 

b. Requesting pay off demand(s) coinciding with 
the anticipated COE date. 

9. Document all the above activities in the Acquisition 
Parcel Diary. 

Attachments 

c: Surmy Lofton, Senior Right of Way Agent 
Deborah Gebers, Senior Right of Way Agent 
Mark Zgombic, Senior Right of Way Agent 
Bob Dauffenbach, Senior Right of Way Agent 

5. Once the RHV has been prepared, the 
District/Region RAP Senior will draft a 
memorandum to the HQ RAP Senior 
recommending approval of a Negative 
Equity Waiver. This Memorandum (sample 
attached) will include an approval block for the HQ 
RAP Senior to sign. The District/Region RAP 
Senior will also provide a summary of pertinent 
issues related to the Negative Equity situation on 
the subject parcel and attach copies of the RHV, 
Parcel Appraisal Page/Form R W 7-9, Title Report, 
and verification of current loan status and pay otT 
balance. 

6. The HQ RAP Seruor will review the above package 
and either approve or decline the Waiver, with 
written confirmation being sent back to the 
District/Region RAP Senior. 

7. Upon HQ approval of the Negative Equity Waiver, 
the maximum RHV will be calculated using the 
appraised FMV and not the approved 
Administrative Settlement amount. 

8. The District RAP Agent will need to verify the 
continued availability of comparable replacement 
dwellings identified in the RHV, and will then 
prepare and present a Conditional Entitlement 
Letter to the displacee citing the maximum 
Purchase Differential amount, wlllch remains 
contingent on standard ''spend to get'' 
requirements. 

9. Document alJ the above activities in the RAP 
Parcel Diary. 
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