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A judicial tax lien foreclo-

sure is a lengthy and ex-

pensive process which 

offers the existing lender a 

high level of protection.  

In a judicial foreclosure, 

the tax authority or tax 

lender has to comply with 

the basic requirements of 

Constitutional due proc-

ess, such as providing legal 

notice by citation, service 

of process on the taxpayer 

and the lender, and an 

opportunity to be repre-

sented by legal counsel at 

trial.  Thus, existing lend-

ers receive formal, legal 

notice of the lawsuit and 

have adequate opportunity 

to respond, work a repay-

ment agreement with the 

borrower, and avoid the 

loss of the property to a 

tax sale. 
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Many lenders who do not 

escrow for real property 

taxes take a rather passive 

attitude toward their cus-

tomersõ payment of tax 

bills.  However, a lender 

could lose its collateral if 

it fails to actively monitor 

loans that do not require 

escrow accounts for real 

property taxes. 

 

Texas has long had a law 

which allows a third party 

ð at the specific request of 

a property owner ð to pay 

real property taxes for 

the owner.  That third 

party tax lien lender was 

able to obtain a certificate 

of transfer for real prop-

erty tax liens which 

primes all existing mort-

gage liens, regardless of 

the date filed.  Foreclo-

sure of a real property tax 

lien extinguishes all exist-

ing mortgage liens on the 

property, subject to a two

-year redemption period, 

with penalty.  Lenders 

were protected under this 

system because tax lien 

lenders had to foreclose 

the transferred tax liens 

judicially ð just like a tax 

authority. 

 

Transfers of Tax Liens to Tax Lenders: 
What You Donõt Know Can Hurt You! 
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FORECLOSURE OF A REAL 

PROPERTY TAX LIEN 

EXTINGUISHES ALL 

EXISTING MORTGAGE 

LIENS ON THE PROPERTY, 

SUBJECT TO A TWO-YEAR 

REDEMPTION PERIOD, 

WITH PENALTY. 




