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What Are Homestead Preservation Districts (HPDs)?HleID:%_1m
Austin

= Created by the Texas Legislature in 2005 Ml e
under Chapter 373A L

= To promote affordable homeownership
and prevent displacement of low- and
moderate-income households.
= HPDs allow cities to use three tools:
= Homestead Land Trusts
* Homestead Land Banks
= Homestead Preservation
Reinvestment Zones (HPRZs)

= HPD A was established by the Austin
City Council in January 2007

Miles
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What is an HPRZ?

= Homestead Preservation Reinvestment
Zone (HPRZ) is a modified tax increment
reinvestment zone permitted by Local
Government Code Chapter 373A whose
funds are dedicated solely for affordable
housing.

= An HPRZ’s boundaries must be
contained within a previously established
Homestead Preservation District (HPD).

= HPRZ #1 was established by Austin City
Councilin December 2015.
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How HPRZs Are Established A

Austin

1. Establish : 4. Appoint a 5. Approve
qualifying 2 Slllel £ SSE oLk Board of Project and

feasibility of feasible : ) )
areas as HPRZS HPRZS Directors for Financing

HPDs HPRZs Plan




City of Austin

HPRZ #1 Overview A

Austin

= HPRZ #1 was established in 2015 with a 10%
tax increment

Homestead Preservation District A

[7] HPD Established 2007
HPRZ Established 2015

= City Councilincreased increment to 20% in
2019

= Affordability Requirements (Chapter 373A):
= 100% of funds: = 70% MFI
= At least 50%: = 50% MFI Austin
= At least 25%: = 30% MFI

= Housing created or rehabilitated must remain
affordable for at least 30 years

= HPRZ #1 was originally set to expire in 2025
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HPRZ #1 Tnvestments

= As of FY2025, HPRZ #1 collected
$21.9M in revenue

= HPRZ #1 has supported the creation of
hundreds of affordable units in
developments such as:

= The Rebekah
= The Works lll at Tillery
= The Ivory, and

= Santa Rita Courts
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2025 HPRZ #1 Extension IR

Austin

= |nthe Fall of 2025, City Council adopted: =
» Resolution 20250911-046 HgO::if::daiPreservatlon District A
= Ordinance 20251120-063

= These actions:
= Extended HPRZ #1 by 10 years (through 2035)
= |ncreased the increment from 20% to 40%
= Approved the Preliminary Amended Project &
Financing Plan
= Next steps: Austin

= Staff must bring forward a Final Amended
Project & Financing Plan before new revenue can
be spent

= Anupdated TIF study is needed to align revenue
projections with the 40% increment

z

Austin Housing
March 23, 2026
reservation District

= Hol
HPRZ = Homestead Preservation Reinvestment Zorﬁé
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Austin Regains Eligibility for New HPDs

" From 2010 to 2023, Austin could not establish new
Homestead Preservation Districts (HPDs) because
its population exceeded the limit set by state law.

= House Bill 4559, passed in 2023, corrected this
issue, making Austin eligible once again to create
new HPDs.

= Criteria to establish HPDs

1. Each HPD must have an overall poverty rate
thatis at least two times the poverty rate for
the entire municipality

2. In each census tract within the area, a
median family income that is less than 80
percent of the median family income for the
entire municipality.

3. Each HPD must have fewer than 75,000
residents
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2025 H PD Expansion [77] HPRZ Established 2015

= State law changes restored eligibility for
Homestead Preservation Districts (HPDs)
and prompted review of potential new
HPDs.

= |In September 2025, City Council directed
staff to prepare draft ordinances for new
HPDs that met the eligibility criteria
(Resolution No. 20250911-047).

= |n Fall of 2025, City Council established
the Southeast (B), North Central (C), and
West Campus HPD (D). Council also
directed staff to study the feasibility of
creating HPRZs within the new HPDs.

Austin Housing
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[ I 1 ) HPD = Homestead Preservation District
N 0 1 2 4 Miles HPRZ = Homestead Preservation Reinvestment Zone



https://www.austintexas.gov/council/september-11-2025-austin-city-council-regular-meeting#047
https://www.austintexas.gov/council/september-11-2025-austin-city-council-regular-meeting#047
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Timeline

Homestead Preservation District Timeline

[} @ . Y —————
2007 2015 2019
HPD A Established HPRZ #1 Established HPRZ #1 Increased

City Council established
Austin’s first Homestead
Preservation District
(HPD) in East Austin.

Ordinance No.
20070111-053

Homestead Preservation
Reinvestment Zone (HPRZ)
#1 was established with a
10% tax increment.

Ordinance No.
20151217-099

City Council raised the tax
increment for HPRZ #1
from 10% to to 20%.

Ordinance No.
20190307-042

2025
HPRZ Extended

HPRZ #1 expired
December 31, 2025. A10-
year extension and tax
increment increase to
40% was approved.

Ordinance No.
20251120-063

Austin

2025
HPDs Expanded

City Council established
the Southeast, North
Central, and West
Campus HPDs and
directed staff to evaluate
the feasibility of HPRZs in
the new districts.

Ordinance Nos.
20251120-042, -043,

and -044
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Studying the Feasibility i//\\

Austin

> In February 2026, Austin Housing kicked off a feasibility study with Hayat Brown that is estimated to be
completed by June 2026.

This study will analyze the existing and new Homestead Preservation Districts (HPDs) by building GIS
datasets, assessing historic taxable value trends, evaluating development activity, and forecasting
10-year taxable value under multiple growth scenarios.

E

The study will also produce 10-year revenue projections for current and future Homestead Preservation
Reinvestment Zones (HPRZs), evaluate General Fund impacts, and provide recommendations on
increment allocations and zone boundaries, culminating in a final report for City decision-making.
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Study Methodology

File ID: 26-1483

Assess Current and

Forthcoming Conditions Recommendations

Review Historic Trends

Develop Projections

* Review 10-year historical
tax values in each
Homestead Preservation
District (HPD).

e Review annual new
construction and their
taxable values.

e Review 10-year actuals for
our existing Homestead
Preservation Reinvestment
Zone (HPRZ #1).

e Review annual City tax rate
fluctuations and trends.

e | and use analysis,
including coverage and
valuation by use.

e Redevelopment potential,
focused on vacant land
availability.

e Consideration of impacts
of Senate Bill 2 (2019)
related to revenue caps.

e Consideration of planned
capital investments,
displacementrisk, and
census data.

e Submarket Conditions
review (office, retail, multi-
family, industrial).

¢ Planned Pipeline projects
(commercial, industrial,
multi-family) over the next
3 years.

e Sensitivity analysis (low,
medium, and high
estimates)

¢ 10-year projection for
HPRZ #1 at new increment
(40%)

¢ 10-year projections for
potential new HPRZs at
various potential
increments

e HPRZ recommendations,
including boundaries,
increments, and important
considerations.
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Fiscal Considerations

Tax Increment growth likely to slow in future years. Annual growth is likely to slow down in the future due to the development cycle, land
availability, and changes to State law.

= New constructionis critical to increased revenue in the general fund. HPRZ funds capture all new construction within their designated
zones, redirecting this revenue from the general fund to be used for approved expenses within the HPRZ.

= Compensating for HPRZs may require a slightly higher City tax rate.
* The net benefit of an HPRZ depends on use of funds. Funds should seek to at least partially offset anticipated general fund liabilities.
= Balanceis essential. Decisions regarding the creation or expansion of HPRZs should focus on 1) maximizing community impact; 2) ensuring

all funds can be dispensed over the life of the zone.; and 3) minimizing tax burden on property owners by expending HPRZ funds in a manner
that reduces programmatic demands on the general fund.


Presenter Notes
Presentation Notes
Tax Increment growth likely to slow in the future. While HPRZ #1 captured significant new construction and property value increases in East Austin, annual growth is likely to slow down in the future due to less redevelopment activity and tax rate limitations tied to Senate Bill 2 (2019). 

New construction is critical to increased revenue in the general fund. HPRZ funds capture all new construction within their designated zones, redirecting this revenue from the general fund to be used for approved expenses within the HPRZ. 

Compensating for HPRZs may require a slightly higher City tax rate. In an HPRZ, increment above the baseline tax value is captured for use within the zone. The City is held harmless for this loss of increment, but compensating for lost increment in an HPRZ may require slightly higher municipal property tax rates citywide.

The net benefit of an HPRZ depends on use of funds. Whether or not this is a net positive to the City depends on if HPRZ funding supports improvements that expedite or intensify development that will result in higher property values over the long-term. If HPRZ revenue is applied to fund projects that would otherwise be funded by the general fund (including voter-approved GO debt), the impact would be neutral.

Balance is essential. The challenge is balancing HPRZ revenue to allow to fund community priorities in the zone without redirecting excessive tax increment that could otherwise support the general fund. This requires thoughtful decision-making regarding HPRZ boundaries and percentage increment allocation. Cities should review revenue projections to develop policies and programs that leverage HPRZ funds, focused on 1) maximizing community impact; 2) ensuring all funds can be dispensed over the life of the zone.; and 3) minimizing tax burden on property owners by expending HPRZ funds in a manner that reduces programmatic demands on the general fund. 
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Policy Considerations

File ID: 26-1483

Additional HPRZs will need to consider City Fiscal Policy. City’s fiscal policy to maintain no more than 10% of its taxable value in these
special districts.

Expenditure of funds should consider socio-economic impacts. Careful attention should be paid to avoid concentration of poverty and
affordable housing units in specific neighborhoods.

Increment allocation should consider projected revenue and capacity to expend funds. The City should set increment percentages for
HPRZs that can sustain ongoing programs without resulting in excess funds that are challenging to spend in full.


Presenter Notes
Presentation Notes
Additional HPRZs may breach City Fiscal Policy. HPRZs are a form of TIRZ, and it is the City’s fiscal policy to maintain no more than 10% of its taxable value in these special districts. Recent estimates suggest about 6% of the City’s taxable value is in a TIRZ (including HPRZ #1), so any new HPRZs have the potential of exceeding policy. Consequently, future zones may need to be smaller in size and/or fiscal policy may need to change.

Expenditure of funds should consider socio-economic impacts. If HPRZ funds are primarily used to maintain and develop affordable housing, careful attention should be paid to avoid concentration of poverty and affordable housing units in specific neighborhoods. Addressing this may require coordination with other programs and funding sources. HPRZ policy and programs may also want to consider funding upgrades/renovations of existing housing stock in HPRZs to offset any impacts of increased income-restricted housing.

Increment allocation should consider projected revenue and capacity to expend funds. The City should set increment percentages for HPRZs that can sustain ongoing programs without resulting in excess funds that are challenging to spend in full. 
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Develop consensus
recommendations
based on fiscal and

policy considerations

Complete projections (+ other City priorities

for each HPD and requirements)
® ® - @ @ .o
Hold inter- Submit final report to
departmental Austin Housing

meetings with City
staff to review results
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Austin
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HPRZ No. 1 HPDs B, C, and D

Final Amended Project & Financing Staff will issue a memo upon
Plan, including updated financial

projections

completion of the feasibility study
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