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PREFACE - ACK NOWL EDGEM ENTS 
 

The Capital  Area Housing Finance Corporat ion (CAHFC) serves a nine (9) county 
region in cent ral  Texas.  Members represented include Bast rop, Blanco, Burnet , 
Caldwel l , Fayet te, Hays, Lee, L lano and Wil l iamson count ies and the City of San 
Marcos.  The area is centered on the City of Aust in and Travis County al though 
these ent i t ies are not  members and have their  own Housing Finance Corporat ions. 
   
The CAHFC issues both tax-exempt  and taxable single-fami ly bond programs and 
administers these programs (with down payment  assistance) through area lenders 
in the nine-county region.  Exper ience has shown that  wi thout  st rategic ini t iat ives 
by the CAHFC, the major i ty of homes financed through i ts’ bond programs would be 
located in Wil l iamson, Hays and Bast rop Count ies. 
 
Responding to this need for  a more equi table dist r ibut ion and use of funding, and 
thus new housing in the rural  communit ies of the region, the CAHFC cont racted 
with the Capital  Area Planning Counci l  (CAPCO) in 1998 to assist  in the creat ion of 
ini t iate an innovat ive approach to locat ing sui table inner-ci ty housing si tes in one 
community of each of the nine count ies served by the CAHFC region.  The 
communit ies are Kyle, Taylor , Giddings, Elgin, Flatonia, Lockhar t , Johnson City, 
L lano, and Burnet .  Phases I  &  I I  are complete and Phase I I I  implementat ion is 
underway in al l  nine communit ies.  This document  is provided as a guide to fur ther  
that  implementat ion effor t . 
 
The Capital  Area Housing Finance Corporat ion has cont racted with Donald Stence, 
AICP, of Stence and Associates, as the Infi l l  Program Consultant  for  the regional  
housing infi l l  project .  Mr. Stence is also the pr imary author  of this publ icat ion.  
Jim Shaw, CAHFC Execut ive Director  provided guidance throughout  the wr i t ing of 
this publ icat ion and content  and edi tor ial  advice leading to i ts complet ion.  None of 
the other  people or  their  agencies or  organizat ions represented bear  any 
responsibi l i ty for  what  is presented in this document .  Their  cont r ibut ions are 
however, grateful ly acknowledged. 
 
The reader  is encouraged to consul t  legal  counsel before implement ing a  
Community Housing Infi l l  Program. 
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EXECUTI VE SUM M ARY – CONCL USI ONS 
   

This Guide has been prepared by the Capital  Area Housing Finance Corporat ion 
(CAHFC) as a tool  for  use by communit ies in the region in implement ing their  own 
Community Housing Infi l l  Program (CHIP).  The int roductory page, “What  i s a 
CH I P?” , br iefly descr ibes the CHIP as a community-suppor ted program to 
revi tal ize exist ing neighborhoods by locat ing potent ial  infi l l  proper t ies, secur ing the 
proper t ies for  below market  pr ices when possible, providing incent ive financing, 
qual i fying a targeted income group of homebuyers, bui lding moderate income 
homes or  low-moderate income rental  housing, providing homebuyer /homeowner 
incent ives and promot ing the necessary community suppor t  services and 
infrast ructure. 
 
With the complet ion of the Housing Infi l l  Mapping project  documented in Chapt er  
1, this document  is a logical  progression in the implementat ion of the regional  
CHIP process.  As the project  has evolved i t  has grown into a three (3) par t  effor t : 
 

Phase I   Pr ogr am Desi gn  and L ocal  Pr oject  Repl i cat i on  
Phase I I   The H ousi ng I n f i l l  H andbook ; and, 
Phase I I I  I mplemen t at i on  

 
Phase I  has been a resounding success.  Out  of the 9 communit ies for  which infi l l  
mapping was completed; Giddings, Flatonia, Lockhar t , Elgin and Taylor  have 
EXCELLENT potent ial  for  implementat ion…. they are r ipe for  inter-local  
agreements, proper ty acquisi t ion and housing const ruct ion.  The remaining 
communit ies of Kyle, L lano, and Johnson City equal ly show potent ial  but  wi l l  l ikely 
need re-visi t  in the interest  of acquir ing improved data and analysis and bui lding 
support  from local  taxing ent i t ies. 
 
There is no magic to implement ing a local  CHIP; but  i t  does require a clear  
understanding of local  needs, a bel ief in the synergy and benefi ts of working 
together  and an understanding of the process.  I t  also requires an understanding 
that…. t he economi c benef i t  of  t u r n i ng t ax-for eclosed or  d i l ap i dat ed 
pr oper t i es i n t o r esi den t i al  p r oper t i es t hat  gener at e new  t axes and u t i l i t y  
r evenues, far  ou t w ei ghs t he value of  par t i al l y  r ecover ed r evenues f r om 
unpai d  t axes and l i ens lev i ed.  For  example, in one community, i t  was 
determined that  more than eight  years of del inquent  taxes owed on a vacant  
proper ty could be offset  in one year  after  a new home was const ructed and occupied 
on that  proper ty.  I n addi t ion, more than $2,000 in new ut i l i ty revenue could be 
col lected.  I n the discussion in Chapt er  2, benefi ts to par t icipat ing taxing and 
ut i l i ty ent i t ies; potent ial  homeowners and renters; real  estate, const ruct ion and 
lending interests; and, the community as a whole are covered. 
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Chapt er  3 out l ines and descr ibes the general  Legal, Pol i t ical  and Financial  
framework for  star t ing a local  CHIP.  H.B. 110 enacted by the 1997 Texas 
Legislature and subsequent  legislat ive amendments to the Texas Tax Code in 1999 
is the cent ral  legislat ion providing enhanced ci ty author i ty to establ ish an al ternate 
manner of re-sale of tax-foreclosed proper t ies in the interest  of providing affordable 
housing.  The Pol i t ical  framework for  implement ing a CHIP is embodied by common 
agreement  and consensus among taxing ent i t ies and local  organizat ions on the 
benefi ts of working together  to provide affordable housing for  a mutual ly approved, 
income targeted populat ion.  The Financial  framework sect ion addresses the 
framework for  financing proper ty acquisi t ion, home design/const ruct ion and 
homebuyers…. i t  also deals with ways to remediate the impact  of r ising lot , 
const ruct ion and financing costs on affordable housing. 
 
Final ly, six logical ly ordered steps in the local  CHIP implementat ion process are 
presented in Chapt er  3.  The steps are expanded into sub-par ts for  clar i ficat ion. I n 
summary, the Si x  St eps for  local  implementat ion presented are: 
 

1. Hold an Informat ional  Meet ing 
for  Stakeholders; 

2. Package and Adopt  a Program 
for  Local  Project  Development  

3. Secure/Purchase Proper t ies 

4. Market  Housing and Pre-qual i fy 
Buyers Through Local  Realtors 

5. Const ruct  Homes/Landscaping 
6. Secure Mortgage Financing and 

Close on Sales
 
Provided in the appendix of this repor t  is a draft  inter-local  agreement , an out l ine of 
i tems to include in a Municipal  I nfi l l  Ordinance and a l ist  of reference and resource 
mater ials compi led for  local  use.  
 
I n conclusi on , oppor tuni t ies exist  for  local  taxing ent i t ies to join with the CAHFC 
in ident i fying, target ing and secur ing foreclosed or  subject  to foreclosure proper t ies 
and other  avai lable adjacent  proper t ies to form a cr i t ical  mass for  market ing and 
const ruct ion of affordable housing in each community.  Const ruct ing housing 
affordable to community targeted income groups on such proper t ies and returning 
them to tax and ut i l i ty rol ls as income producing proper t ies is a win-win proposi t ion 
for  al l .  Benef i t s gener at ed over  t i me f r om pr oper t i es developed for  
af for dable housi ng w i l l  mor e t han  of fset  dol l ar s pot en t i al l y  r eclai med 
f r om r e-sale…. t he “ end game”  i s t hus r edef i ned f r om t hat  of  r e-sale i n  
hopes of  r eclai m i ng t axes and pr oper t y  l i ens, t o t hat  of  t r ansfer  or  r e-sale 
t o a Non -pr of i t  H ousi ng Cor por at i on  w i t h  t he assu r ance t hat  af for dable 
homes w i l l  be const r uct ed i n  t he near -t er m for  i nd i v i duals i n  commun i t y  
t ar get ed i ncome gr oups. 
 
The CAHFC can serve your  community as a catalyst , faci l i tator  and/or  financier  of 
affordable single and mult i fami ly housing in Bast rop, Blanco, Burnet , Caldwel l , 
Fayet te, Hays, Lee, L lano or  Wi l l iamson Count ies.   
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WH AT I S A CH I P? 

 
 

A Commun i t y  H ousi ng I n f i l l  Pr ogr am (CH I P) as def i ned i n  t h i s 
document  i s si mply a commun i t y-suppor t ed pr ogr am t o 

r ev i t al i ze ex i st i ng nei ghbor hoods by: 
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Chapt er  1 
 

CAH FC CH I P PURPOSE, BACK GROUND AND PROSPECTS 
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The Purpose of the CAHFC housing infi l l  program as or iginal ly envisioned is to 
provide informat ion and tools to communit ies of the service area to assist  in 
locat ing and secur ing st rategical ly located, avai lable proper t ies having potent ial  for  
const ruct ion of star ter  homes for  low to moderate income individuals.  This wi l l  
resul t  in added tax base for  local  communit ies, replenishment  of local  housing stock 
and enhancement  of the use of CAHFC funds in rural  areas.  What  fol lows in this 
sect ion is the background of how the program now some two (2) years underway, 
was begun and has evolved. 
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 � � �
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Need 
In 1998 the CAHFC began a concer ted effor t  to channel a more equi table por t ion of 
i ts housing program benefi ts to communit ies outside the highly “market  dr iven” 
corr idors of rapid growth in i t ’s service area.  Exper ience had shown that  wi thout  
such an effor t , a large percentage of homes financed through the Corporat ion would 
be located in Southern Wil l iamson County, Nor thern Hays County and Western 
Bast rop County.  The more rural  count ies in the CAHFC service area (Blanco, 
Burnet , Caldwel l , Fayet te, Hays, Lee and L lano) were thus receiving a smal l  share 
of program benefi ts, due pr imar i ly to a lack of avai lable housing. 
 
Pr ogr am Desi gn  and Benef i t s 
Planning and Geographic I nformat ion System (GIS) suppor t  for  the project  was 
provided through a cont ractual  arrangement  with the Capital  Area Planning 
Counci l  (CAPCO). As ini t ial ly designed, the program was to provide selected 
communit ies with innovat ive tools and techniques to ini t iate housing infi l l  projects. 
 
I t  was bel ieved that  such a program would not  only serve to more fair ly al locate 
CAHFC resources, i t  would also: 
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o Help improve the efficiency of exist ing ci ty infrast ructure; 
o Serve to broaden the local  tax base; 
o Help ini t iate and enhance local  effor ts to replace and restore exist ing, 

deter iorat ing housing stock; and, 
o Rel ieve housing development  pressures in unincorporated areas having 

l imited development  cont rols, infrast ructure and services. 
 
Commun i t i es Select ed 
The CAHFC chose one community in each county of the 9 county service area; those 
count ies and their  respect ive communit ies chosen were:

Bast rop County – Elgin 
Blanco County – Johnson City 
Burnet  County – Burnet  
Caldwel l  County – Lockhar t  
Fayet te County – Flatonia 

Hays County – Kyle 
Lee County – Giddings 
L lano County – L lano 
Wil l iamson County – Taylor  

 
Pr oject  I n i t i at ed 
A Community Housing Infi l l  (CHIP) approach to ini t iat ing projects was 
implemented. CAPCO, par t icipat ing communit ies and their  local  par tners provided 
the base data and local  contacts for  the effor t . 
 
Benchmar k /Pi l ot  Commun i t y  Pr ogr am Developmen t  
I n mid 1998 digi tal  or thophotos (.5-meter  resolut ion) and basic map data, including 
roads, water  features and st ructure locat ion data from the CAPCO 9-1-1 Geographic 
I nformat ion System (GIS) project  became avai lable for  secondary uses in the City of 
Kyle, Texas area (these data have since become avai lable for  the ent i re CAHFC 
service area).  Kyle, wi th a 1990 Census populat ion of 2,225, is located in Hays 
County, about  20 mi les south of downtown Aust in on Interstate Highway 35. 
 
The CAHFC CHIP was designed to take advantage of CAPCO 9-1-1 GIS 
informat ion.   CAPCO data for  the City of Kyle was dupl icated on a CD, together  
wi th other  relevant  digi tal  informat ion from local , state and federal  sources.   Staff 
next  developed a Request  For  Benchmark (RFB) document , including the CD with 
data, and invi ted submissions from exper ienced Geographic I nformat ion System 
(GIS) service providers (vendors).  Using the basic framework of the RFB, vendors 
were requested to prove up and offer  their  products, procedures and end products as 
best  sat isfying the needs of CAPCO and the CAHFC in providing both shor t -term 
and long-term solut ions to the CHIP. 
 
Environmental  Systems Research Inst i tute (ESRI ) was selected as the vendor of 
choice from the RFB process.  ESRI  provided the viewer software on a CD for  use by 
the CAHFC in repl icat ing the Kyle project  and l icensing the viewer in the eight  
remaining communit ies/count ies of the service area.  They also provided technical  
suppor t  to CAPCO and upgrade oppor tuni t ies for  those communit ies wishing to 
implement  GIS. 
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Phase I  M odel  
Each community project  was implemented through the fol lowing task sequence that  
became the model for  Phase I : 

o Stakeholder /Beneficiary I nput  and Support  
o Data Acquisi t ion and Processing  
o Proper ty I dent i ficat ion and Classi ficat ion 
o Report /CD Preparat ion and Presentat ion 

 
Phase I  Complet i on  
Al l  of the planned projects were scheduled to be complete by December of 2000.  
Space does not  permit  a repor t ing on al l  projects here; however , the fol lowing 
example of findings in the City of Giddings, Texas, using ArcView GIS in the 
analysis of the data provided is typical  of project  resul ts. 

 
Gi dd i ngs (M odel  Ci t y) Resu l t s 

o Pr oject  Ar ea – an area defined by the community for  target ing of infi l l  
housing.  This boundary general ly defines an area of the community that  has 
adequate infrast ructure in place to serve new resident ial  const ruct ion.  I n the 
case of the City of Giddings, the area designated was an older  area of town, 
known local ly as “Old Town”. 

 
o Back  Taxes Ow ed – “back taxes owed” or  del inquent  tax data can be used 

as a tool  for  ident i fying parcels that ; through cooperat ive agreement  with 
area taxing ent i t ies, might  be acquired through foreclosure and resale to a 
non-profi t  housing organizat ion for  affordable housing const ruct ion.  The 
pr icing of parcels acquired under  cooperat ive agreement  with the taxing 
ent i t ies might  then be cont rol led in the interest  of const ruct ing and financing 
homes for  low and moderate income buyers.  The City of Giddings provided 
the CAHFC with a l ist ing of parcels that  had been acquired through this 
process.  The parcels were classi fied as: 

o Weed and Rubbish Lots – parcels needing cleanup and perpetual  
maintenance by the City; and, 

o Lots Targeted for  Demol i t ion – parcels containing substandard 
st ructures earmarked for  demol i t ion. 

 
o St r uct u r es – for  purposes of the infi l l  analysis, st ructures were defined as 

those resident ial  and commercial  bui ldings given point  locat ions as mapped 
from 1997 CAPCO digi tal  Or tho-photos; bui ldings of 500 sq. ft . or  less are not  
included. 
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o Fi nd i ngs:  Using the l ist  of foreclosed proper t ies being held by Lee County 
as Trustee, the digi tal  Or tho-mapped st ructure data and parcels with 
proper ty tax records l inked, a GIS analysis rout ine was executed to 
determine a “st ructure-in-parcel” (as mapped from digi tal  Or thophotos) 
match with “improvement  value” (as shown in proper ty tax records).  The 
fol lowing resul ts were obtained for  the City of Giddings: 

Vacan t  Par cels (those with no st ructures and no improvement  value) 
o 844 ident i fied ci ty-wide, 327 in target  area 
o 16 of 327 in target  area ident i fied by ci ty as weed and rubbish lots 
o 10 of the 327 in target  area ident i fied by City for  st ructure demol i t ion 

 
Par cels w i t h  St r uct u r es and I mpr ovemen t  Value 
o 1,465 ident i fied ci ty-wide, 893 in target  area 
o 7 of the 893 in target  area ident i fied by City as weed and rubbish lots 
o 2 of the 893 in target  area ident i fied by City for  demol i t ion 
o 1 of the 1,465 in City and outside target  area, ident i fied by City for  

demol i t ion 
 

M aps with associated Dat a Tables out l ining the findings of the project  were 
presented to the City of Giddings in a wr i t ten repor t  and through a personal 
presentat ion to taxing ent i t ies and other  local  stakeholders.  The CD and final  
repor t  were del ivered to the ci ty at  the meet ing and the Viewer was instal led on a 
ci ty computer .  Because of the cont inued funct ional i ty of the Infi l l  Viewer software, 
and the abi l i ty of local  staff to use i t  as an aid in proper ty research and acquisi t ion 
for  infi l l  housing, i ts use extends wel l  beyond the ini t ial  phase of the program. 
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Phased I mplemen t at i on  
As the regional  program evolved, three clear ly defined project  phases emerged and 
were adopted by the CAHFC: 

Phase I  Program Design and Local  Project  Repl icat ion (Descr ibed above); 
Phase I I  Housing Infi l l  Handbook; and, 
Phase I I I  Implementat ion (Regional /Local  Agreements, Financing, Land 

Transfer /Acquisi t ion, Buyer  Qual i ficat ion, Housing 
Const ruct ion/Close). 

 
Ci t y  of  Gi dd i ngs M odel  
Prospects for  implement ing a local  CHIP in the City of Giddings are EXCEL L ENT. 
Fol lowing the final  presentat ion to local  officials, the CAHFC staff was invi ted back 
by the City of Giddings to invest igate oppor tuni t ies to ini t iate Phase I I I  of the 
regional  Housing Infi l l  program. 
 
Due t o t he h i gh  level  of  i n t er est  by l ocal  of f i ci al s, Gi dd i ngs may l i k el y  
become a p i l ot  i mplemen t at i on  commun i t y  for  t he en t i r e n i ne (9) coun t y  
CAH FC ser v i ce ar ea.  Four  (4) lots have been ident i fied and a general  agreement  
exists among taxing ent i t ies to waive del inquent  taxes on the foreclosed proper t ies 
for  const ruct ion of affordable housing.  The proper t ies would be t ransferred/sold (for  
a nominal  amount) to a L imited L iabi l i ty Company (LLC) formed by the CAHFC for  
implement ing the regional  program.  A bui lder  current ly act ive in the Giddings 
area has been located and is being considered for  housing const ruct ion.  I nter im and 
long-term financing sources have been ident i fied and potent ial  buyers wi l l  be 
located using local  real tors. 

 
I n t er est  by Ot her  Commun i t i es 
Prospects for  the nine (9) communit ies in the regional  program are evaluated as 
fol lows: 

o EXCELLENT – Giddings, Flatonia, Lockhar t , Elgin and Taylor  
o GOOD – Kyle 
o GOOD TO FAIR – L lano and Burnet  
o FAIR – Johnson City 

 
I t  was concluded that  those communit ies ranked EXCELLENT are r ipe for  inter-
local  agreements, acquisi t ion and housing const ruct ion.  The remaining 
communit ies wi l l  l ikely need to be revisi ted in the interest  of acquir ing improved 
data and analysis and bui lding support  from local  taxing ent i t ies before moving to 
Phase I I I . 
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Chapt er  2 
 

WHO BENEFITS FROM THE CHIP?
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Each ent i ty involved with the CHIP benefi ts in a rather  speci fic way, but  the 
community as a whole wi l l  recognize the economic and social  benefi t  of providing 
housing for  publ ic service, business and indust ry employees.  For  example, in some 
communit ies of the CAHFC region as many as 60% of schoolteachers commute from 
outside the dist r ict  because no affordable housing is avai lable in the community.  
Ther e i s a st r at egi c economi c and soci al  advan t age t o hav i ng t eacher s; 
f i r e, pol i ce, EM S employees; nu r ses; t r adesmen  and ser v i ce i ndust r y  
employees l i v i ng i n  t he commun i t i es i n  w h i ch  t hey w or k .  To ident i fy 
benefi ts to taxing ent i t ies and ut i l i ty service providers is to imply benefi ts to the 
residents they serve.  A br ief discussion of CHIP beneficiar ies and benefi ts by 
unique group fol lows.
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L ong-t er m Revenues vs. Uncol l ect ed Taxes  
Taxing ent i t ies in a community wi l l  include as a minimum City, County and School 
Dist r ict .  Over  t ime, del inquent  taxes, along with proper ty l iens for  si te cleanup and 
maintenance of a speci fic parcel  may easi ly total  more than hal f the value of the 
proper ty. 

 
The process of col lect ing del inquent  proper ty taxes typical ly includes foreclosure for  
del inquent  taxes and publ ic sale.  A minimum pr ice, to cover  del inquent  taxes, 
other  proper ty l iens and administ rat ive costs is normal ly set .  The proper ty then 
goes to publ ic sale to the highest  bidder  at  or  over  the minimum bid pr ice.  I f there 
is no winning bid, the proper ty is st ruck off to the taxing ent i ty that  may then 
accept  a negot iated offer  from others in re-sel l ing the proper ty.  I n the above 
example, reclaiming the proper ty for  affordable housing is left  to chance and taxing 
ent i t ies have no assurance that  future tax revenues wi l l  increase over  the long-
term.  The proper ty may thus not  substant ial ly cont r ibute to the local  tax base or  
produce revenues from ut i l i t ies for  a number of years. 
A Bet t er  Way 
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The focus of  col l ect i ng del i nquen t  t axes for  shor t -t er m back  gai n  shou ld  be 
sh i f t ed t o a pr ocess for  get t i ng pr oduct i ve pr oper t i es on  t he t ax r ol l .  The 
need for  affordable housing wi l l  be met  in the process.  Consider  the example in 
Char t  1 below, where the amount  of annual tax revenues generated only one year  
after  const ruct ion of a single new infi l l  home would more than offset  the del inquent  
taxes bui l t  up over  eight  years on the undeveloped lot . 1 
 

CH ART 1 

Annual Tax Revenues from New Home Construction on Infill Lot vs. 
Delinquent Tax Collection
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Over $1,500.In annual tax 
revenues generated only one 
year after construction of a 

single new infill home….more 
than enough to cover  the $900 

in taxes owed.

 ASSUMPTIONS - Lot: value = $5,000; size = .25 acres     House: value = $65,800; size = 1,462sq ft.; $45./sq ft.    
Tax Rate @ 90% of Value: City $.50; County $.50; School $1.50 per $100.    Utilities: available

 
 
Reduced Pr oper t y  M ai n t enance and Publ i c L i abi l i t y  
Many rural  communit ies must  deal  wi th heal th and safety hazards created by 
vacant , overgrown proper t ies and unsafe st ructures.  When owners do not  take care 
of these problems as requested by the ci ty, the ci ty wi l l  often clean the proper ty, bi l l  
the owner and eventual ly fi le a proper ty l ien i f the bi l l  is not  paid.  Frequent ly 
these proper t ies are the same proper t ies as those with del inquent  taxes.  By 
par tner ing with other  taxing ent i t ies in an effor t  to provide safe, affordable housing 
in such areas the ci ty also benefi ts by reduced maintenance responsibi l i ty and 
l iabi l i ty. 
 

                                            
1 Values are typical  of the City of Elgin, Texas. 
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M or e Bang for  t he I n f r ast r uct u r e Buck  
St reets, drainage, elect r ici ty, water , and sewer typical ly already serve community 
infi l l  proper t ies; yet  there is no return on the investment .  Exist ing residents must  
bear  the ful l  cost  of providing this infrast ructure.  Char t  2 shows that  annual 
elect r ic, water  and sewer ut i l i ty revenues alone, generated one year  after  
const ruct ion of a single new infi l l  home would amount  to more than $2,000. 2 The 
ci ty and i ts exist ing residents again benefi t  substant ial ly from housing infi l l  
through more cost -effect ive infrast ructure and dist r ibut ion of cost  for  services over  a 
larger  populat ion. 

 
CH ART 2 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                            
2 Values are typical  of the City of Giddings, Texas. 

Utility Revenues from New Home Construction on 
Infill Lot

$600

$1,200

$2,100

$300

$-

$500

$1,000

$1,500

$2,000

$2,500

Sewer Water Electric Total
Utility

R
ev

en
u

e

Vacant Lot

Annual Lot + House

 
ASSUMPTIONS: average monthly utility revenue from Sewer - $25; Water - $50; Electric - $100. 
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H ousi ng as an  Economi c Developmen t  Tool  
Housing is a keystone in the st ructure of an effect ive economic development  
program.  Without  qual i ty, affordably pr iced and located housing choices a 
community cannot  effect ively at t ract  or  retain businesses and the jobs they supply.  
I t  is general ly held by economic development  professionals and borne out  by 
prel iminary findings in the ci ty of Giddings, that  business development  cont r ibutes 
substant ial ly more in tax and ut i l i ty revenue to a community than i t  costs for  
community services; conversely, resident ial  development  cont r ibutes less in revenue 
than i t  costs for  community services.  Business also br ings more disposable income 
into a community because i t  br ings new money, not  generated from the tax base 
and ut i l i ty revenues.  A balanced mix of resident ial  and business development  is 
thus necessary for  a heal thy local  economy. 
 
Benef i t s…M u l t i p l i ed  
Through the const ruct ion of infi l l  housing a wide range of benefi ts wi l l  be avai lable 
to area real tors, bui lders, cont ractors, mater ial  suppl iers and lenders…a few of 
these are l isted below: 

·  Realtors – increased proper ty sales 
·  Bui lders and Cont ractors – increased local  home const ruct ion jobs 
·  Mater ial  Supply Business – added const ruct ion mater ials sales 
·  Lenders - increased inter im const ruct ion loan and home mortgage 

lending; neighborhood reinvestment  through Community Re-investment  
Act  (CRA) programs. 

 
These increased sales and services wi l l  generate new jobs and tax dol lars and the 
benefi ts wi l l  mult iply many t imes as the dol lars flow through the local  economy. 
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H ousi ng t he Publ i c Ser v i ce Employee 
Providing housing choices and incent ives in a community for  teachers, nurses, EMS, 
pol ice, fi re, and other  governmental  employees improves government  efficiency and 
fosters a st ronger  sense of community and neighborhood.  Having a pol iceman, 
teacher  and nurse as a neighbor  can have a calming effect  on cr ime, become a 
source of personal enr ichment  and provide a sense of secur i ty.  Publ ic service 
employees themselves would benefi t  by having a choice of l iving in the community 
they serve.  Too often the choice is not  there.  Due to the lack of affordable housing 
opt ions within many communit ies and school dist r icts, 30 to 45 minutes dr ive t imes 
are not  uncommon.  Having avai lable housing opt ions close to the workplace for  
publ ic service employees could help in recrui t ing and retaining qual i ty employees.  
Locat ion efficient  housing would minimize t ranspor tat ion and other  related costs, 
possibly qual i fying a homebuyer  that  would not  otherwise qual i fy for  a mortgage. 
 
K eepi ng J obs Close t o H ome 
In a booming Greater  Aust in const ruct ion market  where both resident ial  and 
commercial  bui lding is growing at  a rapid rate, finding a local  bui lder  to bui ld 5-10 
infi l l  homes in a smal l  community is a rar i ty.  Const ruct ion workers may l ive in the 
out -lying, rural  communit ies but  for  the most  par t  they work in the high growth 
corr idors in Hays, Travis and Wil l iamson Count ies…endur ing hours in dr ive t ime 
to and from work.  Creat ion of local  const ruct ion jobs through an innovat ive housing 
infi l l , job t raining and business development  program could help keep jobs close to 
home and begin a reversal  of the journey-to-work t ime and dol lar  drain. 
 
Tr ai n i ng and Ret ai n i ng t he Wor k for ce 
In order  to produce an affordable housing infi l l  product , innovat ion and efficiency in 
bui lding mater ials, design and const ruct ion wi l l  be needed.  Whi le much of these 
mater ials could be purchased local ly, workers may need to be t rained in the use of 
energy efficient  mater ials and modular  const ruct ion techniques.  These new ski l ls 
should be highly marketable for  both infi l l  projects and newly developing 
subdivisions.  Business retent ion and development  are potent ial  outgrowths of such 
an effor t . 
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Real t or s Br i ng t he Buyer  t o M ar k et  
Local  real tors can help match homebuyers with housing infi l l  market  sources; 
br inging the bui lders and lenders together  to negot iate a purchase.  Realtors 
par t icipat ing as par tners in the CHIP wi l l  find oppor tuni t ies to benefi t  from 
addit ional  proper ty sales. 
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I n t er i m  Const r uct i on  and L ong-t er m L endi ng 
Local  lenders, by being a par tner  in the CHIP can st rengthen their  oppor tuni ty to 
provide both inter im const ruct ion and mortgage financing.  At  the same t ime they 
can profi t  by bui lding product ive community relat ionships that  wi l l  carry through 
to local  investments, home improvement , and business development  t ransact ions.  
An added benefi t  to local  lenders par t icipat ing in the CHIP is the oppor tuni ty to 
par t icipate with the CAHFC in i ts tax exempt  and taxable bond programs that  
provide lenders home finance funds with favorable lending rates, including down 
payment  assistance. 

 
Commun i t y  Rei nvest men t  L end i ng 
Housing infi l l  projects may seed community revi tal izat ion effor ts, but  to achieve 
over-al l  community heal th and stabi l i ty; home improvement  loans should also be 
made avai lable to qual i fying residents.  Federal ly insured financial  lending 
inst i tut ions are required by the federal  Community Reinvestment  Act  (CRA) to 
develop and market  credi t  related programs to assist  low-moderate income 
individuals in their  respect ive communit ies.  The Federal  Reserve Board monitors 
the inst i tut ion’s CRA per formance per iodical ly and their  record is taken into 
account  in consider ing appl icat ions for  new deposi t  faci l i t ies.  CRA requirements 
and implementat ion procedures may be found on websi tes: 

www.bog.frb.fed.us/dcca/cra/ ; and, 
www.fdic.gov/regulat ions/community/community/12c30.html. 

 
Lending inst i tut ions have the opt ion of working with a community to develop a 
st rategic plan for  meet ing CRA requirements.  After  developing a st rategic plan, 
publ ishing publ ic not ice and sol ici t ing publ ic comment  for  at  least  30 days, the 
inst i tut ion submits the plan to i ts regulator  for  review and approval .  I f lenders are 
wi l l ing to join in a community effor t  to provide incent ives to help meet  local  
resident  needs for  upgrading their  homes and neighborhood they can benefi t  by 
meet ing CRA requirements.  For  example, four  (4) lenders could each cont r ibute 
$50,000 and create a $200,000 investment  pool  that  could be made avai lable in the 
form of below market  interest  rate home improvement  loans to qual i fying residents. 
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Af for dable H omes and Nei ghbor hood I mpr ovemen t s 
Ult imately the pr imary beneficiar ies of new homes, home improvements and 
financing are the homeowners.  The CH I P i s desi gned t o addr ess a need for  
housi ng i n  a pr i ce r ange af for dable t o l ocal  pol i ce, f i r e, EM S, educat or s 
and t r adesmen  and ser v i ce i ndust r y  employees.  To fi l l  this need, assure 
neighborhood integr i ty and provide a posi t ive reinforcement  for  improved 
environmental  condit ions, care wi l l  be needed to not  bui ld beyond the affordabi l i ty 
of the targeted beneficiar ies.  I f  l ocal  l ender s par t ner  and mak e CRA home 
i mpr ovemen t  l oans avai l able i n  t he nei ghbor hood, ex i st i ng homeow ner s 
w i l l  become par t  and par cel  of  t he syner gy cr eat ed. 
 
To upgrade and integrate the over-al l  appearance and funct ional i ty of the 
neighborhood with the ci ty, publ ic improvements and services may be needed.  Both 
homeowners and the neighborhood wi l l  benefi t  accordingly.  
 
H ome Equ i t y  Oppor t un i t i es and a Second St ep 
For  many fami l ies and individuals, buying a home may be the only long-term 
investment /savings oppor tuni ty open to them.  The t er m “ St ar t er  H ome”  or  
“ F i r st -T i me-H ome”  often is used when referr ing to affordable housing because the 
fi rst  home investment  may over  t ime provide an oppor tuni ty to buy another  home 
as a fami ly’s need and abi l i ty to purchase changes. 
 
Ren t er s - St epp i ng up t o t he ” H ome”  Plat e 
Whi le homeownership may be “The Amer ican Dream”, i t  is not  wi thin the 
immediate reach of every ci t izen; nor  does i t  always fi l l  the need of every individual  
at  a given point  in his or  her  cycle of l i fe.  Single parents, youth, students, unski l led 
workers, physical ly chal lenged residents and the elder ly on fixed income are among 
those in cr i t ical  need of (and thus stand to benefi t  the most  by) st rategical ly located 
affordable rental  uni ts.  For  some, par t icular ly those who aspire to homeownership, 
rental  housing may be t ransi t ional .  The CH I P shou ld  of fer  r en t al  p r oper t y  
choi ces appr opr i at e t o t he nei ghbor hood and commun i t y…. not  t he 
“ pr oject s”  once so mar k ed i n  t he past ; j ust  good homes for  good, 
har dw or k i ng peop le. 
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Future homebuyers in rental  proper t ies could benefi t  substant ial ly through 
educat ion and assistance programs offered by apar tment  management .  These could 
include programs in: 

·  Financial  Counsel ing; 
·  Homebuyer  Educat ion; 
·  Computer  Classes; 
·  Job Locat ion Assistance; 
·  Chi ld Care; and, 
·  Homeownership Savings Programs. 

 
. 
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Chapt er  3 
 

STARTI NG TH E L OCAL  CH I P3 
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This sect ion descr ibes the framework and out l ines the steps for  developing Phase 
I I I  of the CAHFC Housing Infi l l  Program – Implementat ion, including; 
regional /local  agreements, financing, land t ransfer /acquisi t ion, buyer  qual i ficat ion, 
and housing const ruct ion and close of sale.  As an aid to understanding the local  
program development  and implementat ion process, “Steps to Develop and 
Implement  a Community Housing Infi l l  Program (CHIP) are included at  the end of 
this sect ion. 
 
The housing infi l l  mapping process previously descr ibed includes two basic 
components for  ident i fying pr ior i ty housing infi l l  proper t ies: 

1. I dent i ficat ion of vacant  proper t ies; and, 
2. I dent i ficat ion and “over-lay” of those proper t ies with del inquent  taxes and or  

proper ty l iens. 
 
The resul t  gives an excel lent  star t ing place for  the local  CHIP: 

o Tangible proper t ies with which to engender the support  of local  taxing 
ent i t ies for  providing qual i ty housing at  a pr ice affordable to homebuyers 
in the income range of local  publ ic service, heal th care, t rades and service 
indust ry employees; and, 

o The locat ion of other  adjacent  vacant  proper t ies which might  be acquired 
to form a cr i t ical  mass or  cluster  development  necessary for  cost  effect ive 
market ing and const ruct ion. 

 
I n  summar y, t ax i ng en t i t i es have t he oppor t un i t y  t o w or k  w i t h  t he 
CAH FC, l ocal  or gan i zat i ons and st ak eholder s i n  t hei r  commun i t y  t o 
secu r e t he pot en t i al  i n f i l l  p r oper t i es descr i bed above for  mar k et i ng and 
const r uct i on  of  new  housi ng i n  a pr i ce r ange af for dable t o t hei r  t ar get ed 
i ncome gr oup.  Ar ea commun i t i es ar e encou r aged t o con t act  t he CAH FC 
and p lace secu r i ng of  such  pr oper t i es on  a acceler at ed t i met able. 

                                            
3 Texas statutes ci ted in this chapter  and in the Appendices are current  through enactments of the 76th Texas 
Legislature in 1999. 
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L egal  Fr amew or k  
 

Relevan t  L egi slat i on  and L ocal  Au t hor i t y  
Once the funding is in place, acquir ing proper t ies adjacent  to tax del inquent  or  
other  foreclosed proper t ies, to “round out ” a cluster  of lots for  housing infi l l  is a 
simple mat ter  of the community or  i t ’s designated ent i ty negot iat ing with adjacent  
proper ty owners for  acquisi t ion.  The more compl icated par t  of the puzzle is 
designat ing and acquir ing for  infi l l  housing, pr ior i ty proper t ies having del inquent  
taxes and/or  proper ty l iens.  The legal  framework for  the lat ter  is the subject  of the 
discussion that  fol lows.  At  the invi tat ion of the CAHFC, a paper  ent i t led “The Role 
of Tax Del inquent  Proper t ies in Providing Affordable Housing” was prepared and 
provided by Mr. Duane Force of L inebarger  Heard Goggan Blair  Graham Pena &  
Sampson, L .L .P.  The paper  references and documents the legal  author i ty given to 
ci t ies and other  taxing ent i t ies for  establ ishing an al ternate manner of sale of seized 
or  foreclosed proper t ies; i t  is included as i tem 1 in the Appendices of this handbook.  
I n order  to keep the discussion succinct  and to the point , the “community 
appl icat ion” of relevant  legislat ion is summar ized below.  Not  al l  of the legislat ion 
is covered…. just  that  deemed most  direct ly relevant  to the cent ral  object ive of this 
program.  Addit ional  legal  research mater ials document ing and showing the 
appl icat ion of this author i ty given to ci t ies are referenced in a resource mater ials 
supplement  to this repor t .  (See i tem 4 in the Appendices for  l ist ). 
 
Gener al  Commun i t y  App l i cat i on  
Chapt er  34 Subchapt er  A Par . 34.015 Texas Tax Code as amended by 1997 
(HB110) and 1999 Act s of  t he Texas L egi slat u r e gover ns r e-sale of  
for eclosed and sei zed pr oper t i es.4 
o Land acquired by a municipal i ty though foreclosure of a tax l ien or  the seizure of 

the land under  Subchapter  E, Chapter  33 of the Texas Tax Code may be sold in a 
manner adopted by the municipal i ty i f the land is sold to: 
o a nonprofi t  organizat ion that  develops housing for  low income individuals 

and fami l ies as a pr imary act ivi ty to promote community based revi tal izat ion 
of the municipal i ty; 

o a nonprofi t  corporat ion descr ibed by 26 U.S.C. Sect ion 501c3 that  meets 
cer tain local  condit ions; or , 

o a rel igious organizat ion that  meets cer tain local  condit ions. 

                                            
4 Simi lar  author i ty for  count ies and school dist r icts is being sought  through HB285, 2001 Texas Legislat ive 
Session. 
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o Taxing uni ts may at tempt  to recover  taxes owed, costs of upkeep, maintenance 

and environmental  cleanup from resale proceeds or  may choose to waive such in 
favor  of providing tax and ut i l i ty revenue generat ing housing for  the income 
targeted individuals and fami l ies.  The lat ter  has been shown in this repor t  to be 
in the long-term financial  interest  of al l  taxing ent i t ies. 

 
I mpl i cat i ons for  H ousi ng I n f i l l  
 A community may, wi th consensus from affected taxing ent i t ies, prepare and adopt  
an ordinance out l ining procedures descr ibing the manner in which i t  chooses to 
t ransfer  or  re-sel l  foreclosed or  seized proper t ies to a nonprofi t  organizat ion 
engaged in providing housing to low income individuals.  I t  may fur ther  determine 
those individuals and fami l ies who qual i fy for  housing under  the program, after  
taking into account  the area’s median income.  
 
Case St udy I n for mat i on  
Case study informat ion, including detai led mater ials on the City of Dal las Program 
and pol icy statements adopted by the City of San Marcos are referenced in the 
Resource Supplement  to this document . 
 
 
Pol i t i cal  Fr amew or k  

 
The pol i t ical  framework for  implement ing a CHIP is embodied by common 
agreement  and consensus among taxing ent i t ies and local  organizat ions on the 
benefi ts of working together  to provide inner-ci ty, qual i ty affordable housing for  a 
mutual ly approved income targeted populat ion.  To pr oceed ef fect i vel y , t hese 
or gan i zat i ons must  not  on ly  be conv i nced of  t he economi c, soci al  and 
commun i t y  r ev i t al i zat i on  benef i t s; t hey must  be mot i vat ed t o act i on . 
 
Some of the speci fics that  are cr i t ical  for  consensus are: 

o A clear  understanding of the need and a bel ief in the synergy of working 
together ; 

o Economic benefi ts for  employee recrui tment…teachers, pol ice, fi remen, 
nurses, t radesmen, etc.; 

o Community reinvestment  benefi ts…. mit igat ion of l iabi l i ty and 
enhancement  of neighborhood environmental  condit ions and appearance 
through lot  cleanup, replacement  of deter iorat ing housing stock, and 
broadening of ut i l i ty and proper ty tax revenue base; 

o First  year  break-even return on back taxes and/or  fees owed after  get t ing a 
new taxpayer  in a house on vacant  proper ty; 

o Addit ional  return on ut i l i ty investment ; 
o Economic benefi ts of bui lding a single house and adding one fami ly to the 

inner  ci ty…. home const ruct ion labor  and mater ials, sales tax and 
mult ipl iers; 
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o L iabi l i ty mit igat ion and cost  of maintenance and cleaning of abandoned 
lots and houses on exist ing, vacant  or  deter iorat ing proper t ies; 

o Opportuni t ies for  investment  incent ives…. targeted areas where permit  
fees are waived, reduced or  delayed; 

o Opportuni t ies for  l inked programs…. proper t ies where down payment  
assistance, tax-exempt  mortgages and or  homebuyer  educat ion is provided; 
neighborhoods where HOME and Community Development  Block Grant  
(CDBG) and infrast ructure investments are coordinated. 

 
Documentat ion and just i ficat ion for  these benefi ts are covered in Chapt er  2. 
 
The culminat ion of the consensus on these benefi ts and oppor tuni t ies is the joint  
resolut ion and inter  local  agreement  out l ining the parameters of the program 
and agreeing to i t ’s suppor t  and implementat ion (See “Star t ing the Local  CHIP).    

 
 
F i nanci al  Fr amew or k  

 
“ Show  M e t he M oney”   
The economic benefi ts of housing infi l l  having been previously covered, this sect ion 
addresses the framework for  financing proper ty acquisi t ion, home 
design/const ruct ion and homebuyers…. i t  also deals with ways to remediate the 
impact  of r ising lot , const ruct ion and financing costs on affordable housing. 

 
I n t egr at i ng Pr ogr ams t o Addr ess Escalat i ng Cost s 
I f the pol i t ical  wi l l  of infi l l  stakeholders is so at tuned, many oppor tuni t ies exist  to 
address the issue of escalat ing lot  and const ruct ion costs.  I n the final  analysis, the 
bot tom l ine for  the homebuyer  is the funds that  the homebuyer  must  pay out -of-
pocket  and for  which he can qual i fy in secur ing a mortgage.  To k eep t he cost s at  
a m i n i mum and t hus, qual i fy  i nd i v i duals and fami l i es i n  t he t ar get ed 
i ncome cat egor i es, cost  concer ns must  be addr essed i n  each  st age of  t he 
i n f i l l  p r ocess.  The stages are general ly out l ined below and key approaches to 
addressing associated costs are l isted.   

o Pr oper t y  Tr ansfer /Acqu i si t i on  
·  Transferr ing exist ing surplus land owned by taxing ent i t ies (some of, but  

not  al l  of which may have been put  up for  publ ic sale without  a successful  
bidder) to a nonprofi t  housing organizat ion; 

·  Negot iat ing purchase of proper ty with del inquent  taxes/l iens in advance 
of foreclosure; 

·  Nonprofi t  submits minimum bid on foreclosed proper ty at  publ ic sale; 
and/or , 

·  Negot iat ion purchase of cont iguous proper t ies in advance of new home 
const ruct ion and potent ial  increased proper ty values. 
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o I n t er i m  and L ong-t er m Fi nanci ng 

·  Package a combined financing and const ruct ion program for  inter im 
const ruct ion funds, cont ract  for  const ruct ion and mortgage financing; 

·  Par tner  local  financial  inst i tut ions with local  or  regional  housing finance 
corporat ions with avai lable tax exempt  or  taxable bond programs; and/or , 

·  Work with local  real tors to market  housing and secure qual i fied 
homebuyers. 

 
o H ome Desi gn /Const r uct i on  

·  For  smal l , rural  communit ies, consider  par tner ing with a regional  
program to bui ld a pre-est imated number of efficient ly designed modular , 
indust r ial ly manufactured home choices…. say from 1,000 to 1,600 sq. ft ., 
in several  near-by communit ies; 

·  Design homes for  pre-determined purchase pr ices meet ing the needs of 
targeted homebuyer  income groups; 

·  Design homes for  neighborhood compat ibi l i ty, to “fi t -in” wi th exist ing, 
older  homes; and, 

·  Use local  suppl iers and cont ractors as much as possible. 
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The Si x  St eps and their  subpar ts are presented below in general , logical  order .  I n 
pract ice the process may star t  at  almost  any place in the sequence.  Di fferent  
opt ions in secur ing proper t ies are also avai lable.  Some steps may be efficient ly 
combined and carr ied out  by a broker .  For  example; in the City of Giddings, a 
broker  offered a proposal that  includes housing design, inter im financing, housing 
const ruct ion and mortgage financing.  I n such cases the t ime required to get  a 
house on the ground may be substant ial ly shor tened.  Ul t imately, however , each 
step wi l l  need thorough considerat ion by the community and the use of local  
leadership and resources should be nur tured and maximized throughout  the 
process. 
 

1. H old  an  I n for mat i onal  M eet i ng for  St ak eholder s 
o Stakeholders should include: taxing ent i t ies, tax assessor-col lector , county clerk, 

chief appraiser  county/ci ty at torney, ci ty/county elected officials and staff, local 
housing and economic development  organizat ions  

o Present  benefi ts and examples of successful housing infi l l  programs 
o Seek general consensus from stakeholders as to local needs and oppor tunit ies to 

proceed with a program 
o Form a working group and select  a Chair  

2.  Pack age and Adopt  a Pr ogr am for  L ocal  Pr oject  Developmen t  
o Involve working group and stakeholders in the process 
o Ident i fy a qual i fying local or  regional nonprofi t  organizat ion to receive/acquire 

proper t ies and faci l i tate home const ruct ion 
o Ident i fy and evaluate specific proper t ies and housing products 
o L ine up procedures and financing for  secur ing/acquir ing proper t ies, inter im 

financing and mor tgage financing 
o Adopt  a proper ty and si te/housing design pr ice range st rategy 
o Develop a market ing st rategy through local realtors 
o Draft  ci ty ordinance, inter -local agreements (including pol icies and procedures) 

and counci l  resolut ion5 
o Hold publ ic informat ion meet ings (taxing ent i t ies) for  local input  
o Adopt  ordinance and inter -local agreements among taxing ent i t ies 

3.  Secu r e/Pu r chase Pr oper t i es 
o Order  surveys 
o Secure t i t le and receive/purchase proper t ies 

4.  M ar k et  H ousi ng and Pr e-qual i fy  Buyer s Th r ough  L ocal  Real t or s 
5.  Const r uct  H omes/L andscap i ng 

o Secure inter im financing 
o Prepare si te plans 
o Secure permits 
o Const ruct  housing/landscaping 

6.  Secu r e M or t gage F i nanci ng and Close on  Sales 

                                            
5 The requirement  of consistency with the municipal i ty’s urban redevelopment  plans is proposed by HB490, 2001 Texas 
legislat ive session to include the wording “or  the municipal i ty’s affordable housing pol icy”. 
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APPENDI CES 

 
 
1. Force, Duane, Esq. “The Role of Tax Del inquent  Proper t ies in Providing 

Affordable Housing.”; L inebarger  Heard Goggan Blair  Grahm Pena &  
Sampson, L .L .P (June 20, 2000), 5. 

 
2. Draft  I nter local  Agreement  for  Establ ishing an Al ternate Manner of Sale of 

Foreclosed/Seized Proper t ies. 
 

3. Out l ine of I tems to I nclude in a Municipal  Ordinance/Pol icy Statement  to 
Implement  a Community Housing Infi l l  Program. 

 
4. L ist  of Resource Mater ials in Resou r ce Supplemen t , Compi led for  Local  

Use. 
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TH E ROL E OF TAX DEL I NQUENT PROPERTI ES 
I N 

PROVI DI NG AFFORDABL E H OUSI NG 
 

By Duane Force, Esq. 
L inebarger  Heard Goggan Blair  Grahm Pena &  Sampson, LLP 

___________________________ 
 
A. ACQUI SI TI ON OF PROPERTY BY L OCAL  GOVERNM ENT 
  

1. J ud i ci al  For eclosu r es.   
(a) The lawsuit . H istor ical ly, taxing uni ts 6 in Texas have been given 

the statutory author i ty to enforce the col lect ion of del inquent  proper ty taxes 
by judicial  foreclosure.  Judicial  foreclosures, unl ike “non-judicial” 
foreclosures commonly associated with l ien foreclosures by commercial  
lending inst i tut ions, require the actual  fi l ing of a lawsuit  in the appropr iate 
cour t , fol lowed by ci tat ion upon the owners, l ienholders, and other  persons 
with a legal  or  equi table interest  in the del inquent  proper ty.7  Upon serving 
the par t ies with that  process, the taxing uni t  may then prove i ts case in a 
hear ing before the cour t , such proof usual ly consist ing of the taxing uni t ’s 
del inquent  tax records.  Only upon proper  proof, may the cour t  then award a 
judgment  in favor  of the taxing uni t  author izing a publ ic sale of the proper ty 
by the sher i ff or  constable in order  to sat isfy the tax del inquencies.  That  
assumes of course that  the proper ty owners fai led to prove any defense to the 
tax sui t . 

(b) The sale of tax-foreclosed proper ty at  the publ ic sale auct ion. The 
minimum-opening bid ut i l ized by the sher i ff or  constable at  the publ ic sale is 
governed by law.  That  minimum is the amount  of the taxes against  the 
proper ty or  the market  value of the proper ty (as set  out  in the cour t ’s 
judgment), whichever  amount  is less.  Frequent ly, the publ ic sale by the 
sher i ff or  constable produces no bidders from the publ ic, in which case 
proper t ies have been and cont inue to be bid in by the taxing uni t  which 
ini t iated the or iginal  tax sui t .  The sher i ff or  constable then conveys the 
proper ty to the taxing uni t  by deed, and the taxing uni t  holds the t i t le to the 
proper ty for  i tsel f and in t rust  for  the other  taxing uni ts which establ ished 
claims in the foreclosure judgment .  The proper ty then becomes exempt  from 
taxat ion for  the per iod dur ing which the taxing uni ts hold t i t le, because the 
proper ty is being held solely for  the purpose of resel l ing i t  so as to sat isfy the 
del inquent  taxes from any proceeds. That  use of the proper ty has been 

                                            
6 “Taxing units” include count ies, incorporated cit ies or  towns, school dist r icts, special dist r icts (e.g. 
junior  col lege dist r icts, hospital  dist r icts, water  dist r icts, fi re dist r icts, emergency services dist r icts, 
etc.), and any other  pol i t ical unit  in Texas which is author ized to impose an ad valorem tax and 
which is in fact  imposing taxes. See § 1.04 (12), Tax Code. 
7 I t  is required by law that  when one taxing unit  fi les a lawsuit  for  col lect ion of taxes on a del inquent  
proper ty, al l  other  taxing units with del inquent  tax claims against  that  same proper ty must  join in 
the same lawsuit  so that  al l  tax claims are adjudicated in one act ion. 
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defined by the cour ts in Texas as a “publ ic use”, thereby render ing the 
proper ty as exempt  from taxat ion whi le so used and held by the taxing uni ts. 

 2. Summar y sei zu r es of  del i nquen t  pr oper t y . 
  (a) The tax warrant . Unt i l  the Texas legislature acted in 1995, the 

above-descr ibed procedures for  judicial  foreclosures const i tuted the only 
manner in which taxing uni ts were author ized to enforce col lect ion of 
del inquent  taxes on real  proper ty.  I n 1995 however, the legislature provided 
for  “summary seizures” of proper ty by municipal i t ies as an al ternat ive to 
judicial ly foreclosing proper ty by lawsuits.8  Summary seizures, thought  by 
some to be a speedier  and less cumbersome process in enforcing 
del inquencies, entai l  a procedure whereby a ci ty or  county tax col lector  
simply appl ies to the cour t  for  a “tax warrant ” author izing the seizure of the 
proper ty without  actual  pr ior  not ice to the owners of the proper ty.  The cour t  
issues the warrant  i f the tax col lector  shows by affidavi t  that  (a) the proper ty 
has been abandoned, unused and vacant  for  at  least  one year , (b) the taxes on 
the proper ty have been del inquent  for  a cer tain speci fied number of years, 
and (c) the tax col lector  has determined that  summary seizure and sale, as 
opposed to the t radi t ional  judicial  foreclosure, is in the best  interest  of the 
taxing uni ts in l ight  of the costs associated with a standard foreclosure vs. 
ant icipated sale proceeds.  Once the warrant  is issued, a publ ic sale is 
author ized, preceded by an adver t ised not ice of sale. 

  (b) The sale of seized proper ty at  the publ ic sale auct ion.  The same 
“minimum-opening bid” rule general ly appl ies at  the sale of seized proper ty 
as in the case of judicial ly foreclosed proper ty, but  wi th an important  
except ion.  I f no bids for  the standard minimum amount  are received from 
the general  publ ic at  the auct ion, the sher i ff or  constable may of course bid in 
the proper ty for  the taxing uni ts under  the general  rule or , al ternat ively, the 
officer  may sel l  the proper ty for  an amount  less than the “minimum-opening 
bid” to an organizat ion that  meets the requirements of a char i table 
organizat ion under  the Tax Code, i f that  organizat ion’s exclusive purpose is 
to bui ld or  repair  housing pr imar i ly wi th volunteer  labor  and to sel l  the same 
without  profi t  to individuals who sat isfy the organizat ion’s low-income or  
other  el igibi l i ty requirements. The officer  conduct ing the sale of seized 
proper ty need not  obtain the consent  or  approval  of the taxing uni ts in order  
to make such a sale to the char i table housing organizat ion. And, the officer ’s 
determinat ion of the adequacy of the amount  bid appears to be conclusive. 

 
 3. Acqu i si t i on  of  del i nquen t  pr oper t y  by “ deed i n  l i eu  of  t axes” . 
  For  many years, Texas law prohibi ted taxing uni ts from accept ing a 

deed from a del inquent  taxpayer  conveying the del inquent  proper ty to the 
taxing uni t  in l ieu of taxes.  Taxes could only be paid in dol lars.  The 
legislature changed that  however with the enactment  of Sect ion 31.061, Tax 
Code, wherein a proper ty owner may deed his/her  proper ty to the taxing uni t  

                                            
8 This par t icular  legislat ion was subsequent ly amended in 1997 so as to extend i ts appl icat ion to 
count ies in addit ion to ci t ies. 
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owed the largest  amount  of taxes in sat isfact ion of al l  taxes owing, but  
subject  to the consent  of al l  taxing uni ts concerned.  The taxing uni t  taking 
t i t le may then resel l  the proper ty in order  to recover  the taxes.  The former 
owner remains l iable however for  any deficiency in taxes not  recovered 
through the resale. 

 
B . RESAL ES OF FORECL OSED / SEI ZED DEL I NQUENT PROPERTY. 
 
 1. The gener al  r u le r egar d i ng pu r chase pr i ce.  

I n resel l ing tax-foreclosed proper ty in Texas, taxing uni ts are 
author ized to dispose of such proper ty by ei ther  publ ic or  pr ivate sale. 9 
However, pr ior  to recent ly enacted legislat ion, resales have been subject  to 
cer tain rest r ict ions regarding the purchase pr ice that  the taxing uni t  holding 
t i t le (the “t rustee taxing uni t ”) was author ized to accept .  Speci fical ly, the 
t rustee taxing uni t  could not  resel l  a proper ty at  pr ivate sale for  a pr ice 
which was less than the same “minimum-opening bid” amount  which 
governing the or iginal  sher i ff’s sale, that  minimum amount  being the lesser  
of: (a) the market  value of the proper ty as speci fied in the under lying 
foreclosure judgment , or  (b) the total  amount  of the del inquencies owing to al l  
of the concerned taxing uni ts, unless the t rustee taxing uni t  had the 
unanimous consent  to do so from al l  concerned taxing uni ts.  I n other  words, 
the t rustee taxing uni t  could, uni lateral ly and act ing alone, agree to a sale 
pr ice of an amount  whereby al l  the taxing uni ts recovered 100% of the tax 
del inquencies.  Also, in those cases where the total  taxes exceed the value of 
the proper ty, the t rustee taxing uni t  could, wi thout  the consent  of the other  
taxing uni ts, sel l  the proper ty for  an amount  which at  least  equaled the value 
of the proper ty.  However, any offer  for  an amount  which was less than the 
lesser  of the value or  the del inquencies, required the unanimous consent  of 
each taxing uni t  ent i t led to receive proceeds of the sale.  That  rule remains as 
the general  rule today, subject  however  to some newly enacted except ions 
provided by the 75th and 76th legislatures. 

 
2. The except i ons t o t he gener al  r u le.  
 (a) The Tax Code Inter local  Agreement . I n 1997, the Texas legislature 
enacted Sect ion 34.051, Tax Code, which author izes municipal i t ies to resel l  
tax foreclosed proper t ies for  less than the value speci fied in the under lying 
judgment  or  less than the amount  of taxes against  the proper ty without  
seeking consent  in each case from al l  the other  taxing uni ts, so long as 
advance “blanket ” consent  to such resales is given in an inter local  agreement  
between the taxing uni ts.  The inter local  agreement  must  rest r ict  the use of 
resold proper t ies to a purpose consistent  wi th the municipal i ty’s urban 
redevelopment  plan. 

                                            
9 Pract ices have widely var ied among the taxing units in resel l ing del inquent  proper t ies.  Those 
pract ices have included: (a) enter taining pr ivate “over  the counter  offers” on a fi rst  come-first  serve 
basis, (b) adver t ising for  sealed bids, and (c) a second publ ic auct ion, just  to name a few. 
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 The inter local  agreement  must  include the fol lowing: 
  (i ) a general  statement  and goals of the municipal i ty’s urban 

redevelopment  plans; 
(i i ) a statement  that  the inter local  agreement  concerns only tax 

foreclosed proper ty that  is ei ther  vacant  or  dist ressed and has a tax 
del inquency of six or  more years; 

(i i i ) a statement  that  the proper t ies wi l l  be used only for  a 
purpose consistent  wi th an urban redevelopment  plan that  is pr imar i ly 
aimed at  providing housing for  fami l ies of low or  moderate income; and 

(iv) a statement  that  the pr incipal  goal  of the inter local  
agreement  is to provide an efficient  mechanism for  returning 
deter iorated or  unproduct ive proper t ies to the tax rol ls, enhancing the 
value of ownership to the surrounding proper t ies, and improving the 
safety and qual i ty of l i fe in deter iorat ing neighborhoods. 

 
The quest ion of purchase pr ice in the case of each proper ty is left  to the 

discret ion of the municipal i ty under  Sect ion 34.051.  However, there is 
nothing which would prohibi t  the municipal i ty from agreeing to the inclusion 
of guidel ines in the inter local  agreement  regarding purchase pr ices general ly.  
Also, this sect ion of the Code relates to proper ty “acquired by the 
municipal i ty”.  Accordingly, where some other  taxing uni t  is holding t i t le in 
t rust  on behalf of the municipal i ty, the agreement  should make provision for  
the t i t le holder  to t ransfer  the t i t le out  of i ts name and into the name of the 
municipal i ty as t rustee so as to br ing the par t ies within the requisi tes of the 
Code. 

(b) Special  ordinance by municipal i ty.  I n 1995, the Texas legislature 
enacted Sect ion 34.015, Tax Code, which author izes municipal i t ies 10 to 
determine by ordinance those individuals and fami l ies who qual i fy as low 
income individuals and fami l ies, after  taking into account  the area’s median 
income. That  same provision fur ther  author izes the municipal i ty to provide 
by that  ordinance the manner in which any proper ty, regardless of how i t  was 
acquired by the municipal i ty, may be sold i f the proper ty is sold to: 

 (i ) a non-profi t  organizat ion that  develops housing for  low 
income individuals and fami l ies as a pr imary act ivi ty to promote 
community-based revi tal izat ion of the municipal i ty; or  

(i i ) a non-profi t  corporat ion descr ibed by 26 U.S.C. § 501(c)(3) 
that : 
  (A) has been incorporated in this state for  at  least  one 

year ; 
  (B) has a corporate purpose to develop affordable housing 

that  is stated in i ts ar t icles of incorporat ion, bylaws, or  char ter ; 
 

                                            
10  The bracket  of 1.5 mil l ion in populat ion was removed by the legislature in 1997. 
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  (C) has at  least  one-four th of i ts board of directors 
residing in the municipal i ty; and 

  (D) engages pr imar i ly in the bui lding, repair , rental , or  
sale of housing for  low income individuals and fami l ies. 

 
Because the ordinance author izes the municipal i ty to provide for  “the 

manner in which” the proper ty may be sold, i t  is impl ied that  the 
municipal i ty’s author i ty includes the determinat ion of purchase pr ice of tax 
foreclosed / seized proper t ies without  the consent  of other  concerned taxing 
uni ts.  Moreover , as has been done in Dal las, the municipal i ty may under  
this sect ion of the Code implement  a pol icy which gives housing groups which 
qual i fy under  Sect ion 34.015 a pr ior i ty (i .e. r ight  of fi rst  refusal) in 
purchasing the proper ty at  an amount  less than the t radi t ional  “minimum-
opening bid”.   

 
The ordinance may fur ther  speci fy a minimum purchase pr ice 

appl icable to such housing groups based upon, for  example, square footage of 
the proper ty. So long as the amount  offered equals or  exceeds the amount  
speci fied per  square foot , the resale is author ized.  The minimum amount  
speci fied is wi thout  regards to ei ther  the amounts of taxes owing against  the 
proper ty or  i ts value as fixed in the under lying judgment  or  tax warrant .  
[See City of Dal las Ordinance No. 24046 (Sept . 22, 1999) amending §§ 2-26.4, 
2-26.5, 2-26.6, 2-26.9 and 2-26.10 of Chapter  2, Dal las City Code.]  
Al ternat ively, the municipal i ty’s governing body may simply consider  a 
housing group’s offer  on a case by case basis, but  giving pr ior i ty to the 
qual i fied housing group regardless of a compet ing higher  bid or  offer . 
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SAM PL E I NTERL OCAL  AGREEM ENT  
  
for  est abl i sh i ng an  Al t er nat e M anner  of  Sale of  L and Acqu i r ed by t he Ci t y  

of  ___________, Texas  pu r suan t  t o  Sect i on  34.051 of  t he Texas Tax Code. 
 
1. This inter local  agreement  is entered into among  the City of 
____________________ , Texas (the Municipal i ty) and the fol lowing taxing ent i t ies: 
(l ist  taxing ent i t ies)________________________________________________________ 
___________________________________________________________________________ 
___________________________________________________________________________ 
This agreement  takes effect  ___________ and ends _____________. 
 
2. This agreement  is made to carry out  the Municipal i ty’s Community Housing 
Infi l l  Program (CHIP), and is intended to be consistent  wi th the Municipal i ty’s 
urban redevelopment  plan11 , a copy of which plan is at tached to this agreement . 
 
3. The purposes and goals of the CHIP and of this agreement  are:  
 

(a) to promote community-based revi tal izat ion by providing renewed 
oppor tuni t ies for  affordable housing in the Municipal i ty for  potent ial  homebuyers 
qual i fying under  the Municipal i ty’s Ordinance No. _______________ adopted under  
Sect ion 34.015 of the Texas Tax Code.  
 

(b) to provide an efficient  mechanism for  returning deter iorated or  
unproduct ive proper t ies to the tax rol ls, enhancing the value of ownership to the 
surrounding proper t ies, and improving the safety and qual i ty of l i fe in deter iorat ing 
neighborhoods. 
 
4. “Proper ty” or  “Proper t ies”, as used in this agreement , means only those real  
proper t ies that  are ei ther  vacant  or  dist ressed and that  have a tax del inquency of 
six or  more years.  Any proper ty resold by the Municipal i ty under  this agreement  
wi l l  be used only for  a purpose consistent  wi th the Municipal i ty’s urban 
redevelopment  plan. 
 
5. The Municipal i ty is designated as t rustee for  proper t ies that  i t  and the other  
taxing ent i ty par t ies with del inquent  tax claims against  the proper ty select  as 
compr ising a par t  of the CHIP and that  were previously acquired fol lowing 
foreclosure of a tax l ien or  the seizure of proper ty under  Subchapter  E, Chapter  33, 
Texas Tax Code.  The taxing ent i ty par t ies to this agreement  shal l , upon request  by 
the Municipal i ty, execute al l  inst ruments necessary to t ransfer  t i t le to the selected  
proper t ies to the Municipal i ty as t rustee.   
 

                                            
11 The requirement  of consistency with the municipal i ty’s urban redevelopment  plans or  Affordable Housing pol icy is codified 
in Texas Tax Code 34.051 (B). 
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6. I t  is fur ther  agreed that  in future tax foreclosures or  seizures of proper ty in which 
the Municipal i ty is a par t icipant , the Municipal i ty may designate i tsel f as the 
t rustee taxing uni t  that  takes t i t le to the proper ty at  any publ ic sale in which no bid 
is received from the publ ic, and those proper t ies may l ikewise be selected by the 
Municipal i ty and the other  taxing ent i ty par t ies as compr ising a par t  of the CHIP.  
 
7. The Municipal i ty is author ized to t ransfer  ownership of those proper t ies 
compr ising a par t  of i ts CHIP and held in t rust  in i ts name to __________ (qual i fying 
Nonprofi t  Organizat ion(s) or  Corporat ion(s)) to carry out  the purposes of the 
Municipal i ty©s CHIP.  The taxing ent i ty par t ies to this agreement  consent  to a 
resale by the Municipal i ty of the proper t ies for  less than the lesser  of the market  
value of the proper t ies as set  in the foreclosure judgments and tax warrants or  the 
total  amounts adjudged due, as provided under  Sect ion 34.051, Texas Tax Code. **  
A resale by the Municipal i ty shal l  be made subject  to any r ight  of redempt ion 
remaining in the former owners of the proper ty. 
 
* * (Al ternate wording) 
The taxing ent i ty par t ies to this agreement  consent  to a resale by the Municipal i ty 
of the proper t ies for  any amount , so long as the amount  equals at  least  (choose one) 
$___________ for  each proper ty or  $____________ for  al l  the proper t ies. 

 
8.The individual  signing this agreement  on behalf of a par ty warrants that  he or  
she is legal ly author ized to do so and that  the par ty is legal ly author ized to per form 
the obl igat ions under taken. 
 
9.This agreement  states the ent i re agreement  of the par t ies, and an amendment  to 
i t  is not  effect ive unless in wr i t ing and signed by al l  the par t ies. 
 
10.This agreement  is binding on and inures to the benefi t  of the par t ies© successors 
in interest . 
 
11.This agreement  is per formable in __________County, Texas, and Texas law 
governs i ts interpretat ion and appl icat ion. 
 
12. This agreement  may be executed in mult iple counterpar ts, each of which 
const i tutes an or iginal .  Al l  executed counterpar ts together  const i tute the same 
inst rument . 
 
(Acquire and affix author ized signatures from the Municipal i ty and each taxing 
ent i ty par ty) 
 
(At tach urban redevelopment  plan, municipal  ordinance and descr ipt ion of adopted 
CHIP process. 
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Out l i ne of  I t ems t o I nclude i n  a M un i ci pal  Or d i nance/Pol i cy  St at emen t  t o 
I mplemen t  a Commun i t y  H ousi ng I n f i l l  Pr ogr am (CH I P) 

 
The out l ine below has been developed using a sample ordinance from the City of 
Dal las, TX and a pol icy statement  adopted by the City of San Marcos, TX.  Copies of 
these documents along with relevant  informat ion may be found in the Resou r ce 
Supplemen t  to this Document .  The ci ty implementing a CHIP program should 
seek advice from i t’s own legal  counsel  in reviewing these requi rements.  The example 
used from the Ci ty of Dal las may not apply in al l  aspects to a smal ler , rural  
communi ty. 

1. Cite sect ions of the cur rent  ci ty code that  must  be amended, defining terms, 
author izing and providing requirements, qual i ficat ions, rest r ict ions, and procedures 
for  an al ternate manner  of sale of cur rent ly publ icly owned and/or  otherwise tax –
foreclosed or  seized real proper ty to qual i fying nonprofi t  organizat ion(s) for  the 
development  of affordable housing; providing a saving clause; providing a sever  
abi l i ty clause; and providing an effect ive date. 

 
2. City’s intent  in adopt ing the ordinance (i .e., the implementat ion of Sect ion 34.015 of 

the Texas Tax Code, etc.)  
 

3. Defini t ions as necessary…. including means of establ ishing income l imits, i .e., % of 
median family income for  the county  

 
4. Locat ion of proper t ies…. within City L imits, with compat ible zoning, avai lable 

infrast ructure, etc.  
 

5. Condit ions of t ransfer /resale to nonprofi t  corporat ion…. to develop affordable 
housing for  moderate-income individuals and famil ies; within ____t ime frame from 
obtaining quitclaim deed from the ci ty 

 
6. Method of set t ing purchase pr ice/t ransfer  of land to nonprofi t…. waiving del inquent  

taxes, fees, etc.; for  amount  of del inquent  taxes, fees, etc.; maximum purchase pr ice 
by lot  size; etc. 

 
7. Contents to be included in quitclaim deed to nonprofi t…. copy of summary of 

nonprofi t  proposal; possibi l i ty of rever ter  with r ight  of reent ry; deed rest r ict ions, i f 
any; indemnificat ion of the ci ty and other  affected taxing units by the nonprofi t  
organizat ion; a statement  and acknowledgement  that  the proper ty is quitclaimed 
subject  to al l  redempt ion r ights provided by state law; such other  as may be 
required by the ci ty 

 
8. That  al l  other  ci ty ordinances  remain in effect  except  as amended by this ordinance 

 
9. Sever  abi l i ty clause 

 
10. Clause stat ing date ordinance wi l l  take effect  

 
11. Standard approval clause with signator ies 
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Resou r ce M at er i al s i n  Resou r ce Supplemen t , Compi led for  L ocal  Use 

 
 

1. Selected mater ials on the Community Reinvestment  Act  (CRA), including 
informat ion from the Federal  Reserve Board and FDIC Web Pages 
www.bog.frb.fed.us/dcca/cra/ 
www.fdic.gov/regulat ions/community/community/12c30.html; and, a FDIC 
CRA Guide to Developing the St rategic Plan. 8/8/00 

 
2. Ci ty of Dal las I nfi l l  Program informat ion document ing the background, 

pol icies and procedures for  implement ing a program for  a large ci ty. 8/15/00 
 

3. Pol icy on Infi l l  Development  I ncent ives and other  Land Development  
I ncent ives for  the City of San Marcos, Texas. 1/12/98 

 
4. H. B. 110 75(r ) Bi l l  Analysis and Text . 6/8/00 

 
5. Chapter  34. Tax Sales and Redempt ion; Texas Tax Code. 8/15/00 

 
6. Chapter  33. Del inquency; Texas Tax Code. 8/15/00 

 
7. Sampson, DeMetr is A., Esq., L inebarger  Heard Goggan Blair  Graham Pena &  

Sampson, L .L .P “Tax Del inquent  Proper t ies Provide Opportuni t ies”, Texas 
Association of Local  Housing Finance Agencies Newsletter  (July 1998), pp. 
2,4,6. 

 
8. Shaw, Jim, Execut ive Director  Capital  Area Housing Finance Corporat ion, 

“Encouraging Home Ownership and Smal l  Community Stabi l i ty Through Infi l l  
Development” National  Association of Local  Housing Finance Agencies 
Newsletter   (July-August  2000), 1. 

 
 



 

 

 

Capital  Area Housing Finance Corporat ion 
2512 IH-35 South, Sui te 115 

Aust in, Texas 78704 
Phone: 512-916-9956 

Fax: 512-916-9896 


