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Clearing Title:

How to Make the Law Work 

for You
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Case Study: Family Tree 

for William and Alice Gregg

The ABC CDC locates a large vacant lot which it would like to pu

rchase in order to build 

three single family houses for sale to low income families.  The

land has been vacant for 

several years and has become a huge eyesore for the neighborhood

. Trash is commonly 

dumped on the land, and drug activity on the lot is common.  The

land is appraised at 

$5,000 and has delinquent property taxes totaling $6,000.  The n

onprofit finds out that the 

city also has mowing and demolition liens on the lot totaling an

other $5,000.  The 

nonprofit contacts Ruth Gregg, who is listed on the appraisal re

cords as the owner of the 

land.  Ms. Gregg agrees to sell the land to the nonprofit for $1

,000 and signs an earnest 

money contract.

The nonprofit then contacts a local title company to obtain a t

itle commitment for the 

land.  When the title commitment comes back, it turns out that M

s. Wallace is not the only 

owner of the land. In fact, the title company (and no

oone

else for that matter) is clear on 

who exactly owns the land. The last deed for the property was re

corded in 1927 by Ms. 

Wallace’s grandparents, William and Alice Gregg.  Mr. Gregg died

in 1952 and Ms. Gregg 

died in 1967, both without wills, leaving four children who surv

ived them and several 

grandchildren. WHAT NEXT???
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Goals for Workshop

1.

Learn about four options available to 

nonprofits trying to purchase land with 

clouded title

2.

Learn about best practices from other 

parts of Texas

3.

Identify remaining barriers

4.

Identify potential public policy 

solutions
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Solution #1: Try to find the heirs 

and work with the title company to 

get a title commitment

n

Pros

:

n

If can locate heirs, can avoid having to go 

through foreclosure

n

Cons

:

n

Can be time consuming

n

May be impossible to locate all the heirs

n

Delinquent taxes and other liens may 

exceed value of property
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Solution #2: Purchase the Property 

through a Tax Foreclosure Sale

n

Pros

:

n

Clears title even when heirs cannot be found

n

May be able to purchase property for less than value of 

property

n

Cons

:

n

Minimum bid required (based on amount of back taxes) may 

exceed value of property

n

6

-

month or 2

-

year redemption period

n

No guarantee that nonprofit will be highest bidder at 

foreclosure sale

n

Taxing entities may not be willing to expend resources into 

foreclosing lots with lower properties values (e.g., Houston)
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Solution #3: Special transfer to 

nonprofits via Section 34.015

Section 34.015: Municipality may sell land to nonprofits 

for a nominal amount after the foreclosure of a tax 

lien or seizure of the land for failure to pay taxes:

n

Municipality, county, school district, and any other local taxin

g 

entities enter into an 

interlocal 

agreement

n

After property is “struck off” at tax foreclosure sale, city 

exercises right to obtain property

n

City can hold onto property during redemption period and then 

sell property for a nominal amount to a nonprofit

n

Nonprofit must then use property to for affordable housing
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Solution #3: Special transfer to 

nonprofits via Section 34.015

Who

:

Must meet each of the following criteria:

n

Nonprofit that develops housing for low income persons

n

Incorporated in this state for at least a year

n

Corporate purpose stated in articles to develop affordable housi

ng

n

At least ¼ board resides in the municipality where property is 

located

n

Engages primarily in the building, repair, rental or sale of hou

sing 

for low income persons

OR:

a religious organization that owns other property in the 

municipality which is exempt and has entered into a written 

agreement with the municipality regarding the revitalization of 

land
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Solution #3: Special transfer to 

nonprofits via Section 34.015

n

Pros

:

n

Nonprofits have potential to obtain property for nominal 

amount

n

Taxing entity can hold onto property during redemption 

period

n

Title is cleared

n

Cons

:

n

All taxing entities must agree to sign an 

interlocal

agreement, and city must agree to acquire land that is 

struck off at tax foreclosure sale

n

Time consuming

n

Only works if no one meets the minimum bid on the 

property at the tax foreclosure sale
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Solution #3a: Resale via Section 

34.05

n

A taxing entity that is party to the 

judgment for tax delinquency may buy 

the property and then sell it at a private 

sale for any amount with the consent of 

each taxing unit entitled to receive 

proceeds under the judgment.

n

Who: any purchaser; not limited to 

nonprofits
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Solution #3a: Resale via Section 

34.05

n

Pros

:

n

Nonprofits have potential to obtain property for nominal 

amount

n

Taxing entity can hold onto property during redemption 

period

n

Judicial foreclosure clears title

n

Cons

:

n

All affected taxing jurisdictions must agree to sign 

agreement to sell property for less than judgment

n

Time consuming

n

Only works if no one bids on property at tax foreclosure sale

n

Nonprofits may have to compete with for profits
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Solution #3b: Resale for 

Purposes of Urban Development via 

Section 34.051

Section 34.051: Municipality may resell tax foreclosed 

property for less than the judgment if consent to the 

conveyance is evidenced by an 

interlocal 

agreement 

between all taxing entities that are parties to the 

judgment and if sale is consistent with municipality’s 

urban redevelopment plan.
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Solution #3b: Resale for 

Purposes of Urban Development via 

Section 34.051

How

:

§

Interlocal

agreement must be adopted which is consistent with 

municipality’s urban redevelopment plan

§

Deed of conveyance must refer to applicable terms of the urban 

redevelopment plan

§

Properties must be used to provide housing for families low or 

moderate income

§

Eligible property: tax foreclosure property that is vacant or 

distressed or has a delinquency of at least 6 years

Who

:

§

Purchaser can be for profit or nonprofit entity
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Solution #3b: Resale for 

Purposes of Urban Development via 

Section 34.051

n

Pros

: 

n

Nonprofits have potential to obtain property for nominal 

amount

n

Judicial foreclosure clears title

n

Cons

:

n

All affected taxing jurisdictions must sign an 

interlocal 

agreement

n

Property is sold subject to right of redemption for additional 

year after date of sale

n

Time consuming

n

Only works if no one bids on property at tax foreclosure sale

n

Only concerns tax foreclosure property that is vacant or 

distressed or has a delinquency of at least 6 years

n

Nonprofits may have to compete with for profits for property
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Years and File Lawsuit under Section 

29.001 of the Property Code

Who

:

Must Meet the Following Criteria:

n

incorporated as a nonprofit in Texas for at least a year;

n

has a corporate purpose stated in articles of 

incorporation to develop affordable housing;

n

at least one

-

fourth of the board resides in county where 

property is located; and

n

engages primarily in building, repair, rental, or sale of 

housing for low

-

income individuals or families
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Solution #4: Pay Taxes for Two Years 

and File Lawsuit under Section 29.001 of 

the Property Code

How

:

1.

Pay other owners’ share of taxes for any two years in a three

-

year 

period

2.

Send a demand for reimbursement of the taxes to the other owners

3.

For owners whose address or identify is unknown, must post deman

d 

for reimbursement in a newspaper in the county where property is

located once a week for four consecutive weeks

4.

Must wait thirty days after notice posted in newspaper

5.

If taxes are not reimbursed, file lawsuit and serve lawsuit on o

ther 

owners

6.

Court enters order of forced sale, requiring other owners to sel

l their 

interest in the land
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Solution #4: Pay Taxes for Two Years 

and File Lawsuit under Section 29.001 of 

the Property Code

n

Pros

:

n

Judicial order is obtained which clears title

n

Cons

:

n

Nonprofit responsible for paying delinquent taxes 

(so doesn’t work when back taxes exceed value 

nonprofit places on property)

n

Some risk involved

n

Time consuming

n

Additional costs: notice by publication, lawsuit 

filing fees, appraisal, ad 

litem

attorney for other 

owners
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B Solution #3: Special transfer to nonprofits via Section 34.015

Who:

Must meet each of the following criteria:

		Nonprofit that develops housing for low income persons

		Incorporated in this state for at least a year

		Corporate purpose stated in articles to develop affordable housing

		At least ¼ board resides in the municipality where property is located

		Engages primarily in the building, repair, rental or sale of housing for low income persons



OR:	a religious organization that owns other property in the municipality which is exempt and has entered into a written agreement with the municipality regarding the revitalization of land
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B Goals for Workshop

Learn about four options available to nonprofits trying to purchase land with clouded title

Learn about best practices from other parts of Texas

Identify remaining barriers

Identify potential public policy solutions
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B Case Study: Family Tree for William and Alice Gregg

The ABC CDC locates a large vacant lot which it would like to purchase in order to build three single family houses for sale to low income families.  The land has been vacant for several years and has become a huge eyesore for the neighborhood. Trash is commonly dumped on the land, and drug activity on the lot is common.  The land is appraised at $5,000 and has delinquent property taxes totaling $6,000.  The nonprofit finds out that the city also has mowing and demolition liens on the lot totaling another $5,000.  The nonprofit contacts Ruth Gregg, who is listed on the appraisal records as the owner of the land.  Ms. Gregg agrees to sell the land to the nonprofit for $1,000 and signs an earnest money contract.



 The nonprofit then contacts a local title company to obtain a title commitment for the land.  When the title commitment comes back, it turns out that Ms. Wallace is not the only owner of the land. In fact, the title company (and no oone else for that matter) is clear on who exactly owns the land. The last deed for the property was recorded in 1927 by Ms. Wallace’s grandparents, William and Alice Gregg.  Mr. Gregg died in 1952 and Ms. Gregg died in 1967, both without wills, leaving four children who survived them and several grandchildren. WHAT NEXT???








_1076845604.ppt


B Clearing Title:

How to Make the Law Work for You
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B Solution #2: Purchase the Property through a Tax Foreclosure Sale

		Pros:

		Clears title even when heirs cannot be found

		May be able to purchase property for less than value of property

		Cons:

		Minimum bid required (based on amount of back taxes) may exceed value of property

		6-month or 2-year redemption period

		No guarantee that nonprofit will be highest bidder at foreclosure sale

		Taxing entities may not be willing to expend resources into foreclosing lots with lower properties values (e.g., Houston)
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B Solution #1: Try to find the heirs and work with the title company to get a title commitment

		Pros:

		If can locate heirs, can avoid having to go through foreclosure

		Cons:

		Can be time consuming

		May be impossible to locate all the heirs

		Delinquent taxes and other liens may exceed value of property
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B Solution #3: Special transfer to nonprofits via Section 34.015

Section 34.015: Municipality may sell land to nonprofits for a nominal amount after the foreclosure of a tax lien or seizure of the land for failure to pay taxes:



		Municipality, county, school district, and any other local taxing entities enter into an interlocal agreement

		After property is “struck off” at tax foreclosure sale, city exercises right to obtain property

		City can hold onto property during redemption period and then sell property for a nominal amount to a nonprofit

		Nonprofit must then use property to for affordable housing
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B Solution #3b: Resale for Purposes of Urban Development via Section 34.051

Section 34.051: Municipality may resell tax foreclosed property for less than the judgment if consent to the conveyance is evidenced by an interlocal agreement between all taxing entities that are parties to the judgment and if sale is consistent with municipality’s urban redevelopment plan.
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B Solution #3a: Resale via Section 34.05	

		A taxing entity that is party to the judgment for tax delinquency may buy the property and then sell it at a private sale for any amount with the consent of each taxing unit entitled to receive proceeds under the judgment.

		Who: any purchaser; not limited to nonprofits
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B Solution #3: Special transfer to nonprofits via Section 34.015

		Pros:

		Nonprofits have potential to obtain property for nominal amount

		Taxing entity can hold onto property during redemption period

		Title is cleared

		Cons:

		All taxing entities must agree to sign an interlocal agreement, and city must agree to acquire land that is struck off at tax foreclosure sale

		Time consuming

		Only works if no one meets the minimum bid on the property at the tax foreclosure sale
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B Solution #3a: Resale via Section 34.05

		Pros:

		Nonprofits have potential to obtain property for nominal amount

		Taxing entity can hold onto property during redemption period

		Judicial foreclosure clears title

		Cons:

		All affected taxing jurisdictions must agree to sign agreement to sell property for less than judgment

		Time consuming

		Only works if no one bids on property at tax foreclosure sale

		Nonprofits may have to compete with for profits
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B Solution #3b: Resale for Purposes of Urban Development via Section 34.051

		Pros: 

		Nonprofits have potential to obtain property for nominal amount

		Judicial foreclosure clears title

		Cons:

		All affected taxing jurisdictions must sign an interlocal agreement

		Property is sold subject to right of redemption for additional year after date of sale

		Time consuming

		Only works if no one bids on property at tax foreclosure sale

		Only concerns tax foreclosure property that is vacant or distressed or has a delinquency of at least 6 years

		Nonprofits may have to compete with for profits for property
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B Solution #3b: Resale for Purposes of Urban Development via Section 34.051

How:

Interlocal agreement must be adopted which is consistent with municipality’s urban redevelopment plan

Deed of conveyance must refer to applicable terms of the urban redevelopment plan

Properties must be used to provide housing for families low or moderate income

Eligible property: tax foreclosure property that is vacant or distressed or has a delinquency of at least 6 years



Who:

Purchaser can be for profit or nonprofit entity
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B Solution #4: Pay Taxes for Two Years and File Lawsuit under Section 29.001 of the Property Code

How:

Pay other owners’ share of taxes for any two years in a three-year period

Send a demand for reimbursement of the taxes to the other owners

For owners whose address or identify is unknown, must post demand for reimbursement in a newspaper in the county where property is located once a week for four consecutive weeks

Must wait thirty days after notice posted in newspaper

If taxes are not reimbursed, file lawsuit and serve lawsuit on other owners

Court enters order of forced sale, requiring other owners to sell their interest in the land
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Solution #4: Pay Taxes for Two Years and File Lawsuit under Section 29.001 of the Property Code

Who:

Must Meet the Following Criteria:

		incorporated as a nonprofit in Texas for at least a year;

		has a corporate purpose stated in articles of incorporation to develop affordable housing;

		at least one-fourth of the board resides in county where property is located; and

		engages primarily in building, repair, rental, or sale of housing for low-income individuals or families
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B Solution #4: Pay Taxes for Two Years and File Lawsuit under Section 29.001 of the Property Code

		Pros:

		Judicial order is obtained which clears title

		Cons:

		Nonprofit responsible for paying delinquent taxes (so doesn’t work when back taxes exceed value nonprofit places on property)

		Some risk involved

		Time consuming

		Additional costs: notice by publication, lawsuit filing fees, appraisal, ad litem attorney for other owners










