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Since 2020, dozens of high-growth metro areas have increased their development fees (“Fees”). However, following the 2025 changes to Chapter 395 and 
related statutes, Texas builders now have more tools to push back on fee increases. These tools should be used deliberately.



Strategy ideas follow:

Use the new legal frameworks to your advantage p articipate in the advisory committee and hearing process 

Monitor and intervene early in the 5-year fee update cycle.


Texas fee programs must be updated at least every five years. Documents (land use 
assumptions, CIP, fee report) must now be made public at least 60 days before the first 
notice of a hearing, giving builders a defined window to review and comment.


Exploit the three-year cap on increases. Once set, fees cannot be increased for three years 
(other than a pre-phased schedule adopted at the same time). Negotiating a more 
moderate schedule at adoption effectively locks in your economics for a multi-year pipeline

Simply suit up and show up.  



The capital improvements advisory committee must now be at least 50% development/real‑estate 
representatives and active participation lets builders influence land use assumptions, growth allocations, 
and project lists that drive Fee levels. 



Create a written record by submitting written comments, alternative assumptions, and proportionality 
concerns during hearings builds an administrative record, which matters if you later raise Nollan/Dolan/
Sheetz proportionality challenges. 

E ngineer projects to qualify for credits and reductions 

Design for water‑conservation and reuse credits.  



New Texas legislation (e.g., SB 14 as summarized for practitioners) requires financial credits against water and wastewater Fees  for developments that incorporate qualified conservation or reuse systems, 
creating a statutory right to Fee  reductions starting January 1, 2026. 



Leverage city‑specific credit policies. Some cities (e.g., Houston’s partnership model or other utilities) already reduce direct infrastructure/impact‑type charges where developers oversize lines or build regional 
facilities; structuring off‑site improvements to maximize credits can offset Fees. 

A djust deal structures around higher Fees  Op timize product, location, and mix

Shift to jurisdictions with more predictable or lower fees.


Comparative fee studies for Central Texas show a wide spread in fees between peer cities. Steering projects 
toward markets with more moderate fee structures can improve returns.


Right-size product to the fee basis. Where fees are calculated per service unit, meter size, trip, or square foot, 
adjusting product (smaller lots, right-sized homes, less traffic-intensive uses) can materially lower fee 
burdens per unit while still meeting market demand.

Simply suit up and show up.  



The capital improvements advisory committee must now be at least 50% development/
real‑estate representatives and active participation lets builders influence land use 
assumptions, growth allocations, and project lists that drive Fee levels. 



Create a written record by submitting written comments, alternative assumptions, and 
proportionality concerns during hearings builds an administrative record, which matters if 
you later raise Nollan/Dolan/Sheetz proportionality challenges. 

P reserve legal options and proportionality arguements

“A udit” nexus and proportionality.


Fees must be based on properly documented facility costs and service standards. Gaps in the city’s analysis create leverage for developers to negotiate reductions or challenge excessive fees.


Use new enforcement tools.


The 2025 amendments allow the Attorney General to sue on behalf of property owners challenging illegal fees or seeking refunds. This increases the downside for cities that ignore Chapter 395 requirements 
and indirectly strengthens developers’ bargaining position in negotiations.

The professionals at Launch Development Finance Advisors have been exclusively representing the private sector in matters of development impact fee 
study reviews and litigation for over 40 years. For more information on how we may be of service, contact Carter Froelich at carter@launch-dfa.com.
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The Launch Bond® continues to demonstrate its transformative impact on Texas master-planned community development, providing developers with the 
financial flexibility and capital velocity needed to maintain momentum in any market environment. 





This innovative non-recourse, tax-exempt municipal utility district ("MUD") forward funding solution has now facilitated over $1 billion in financing since its 
introduction in mid-2023, and has fundamentally changed how developers approach infrastructure capital recovery. 





By converting future MUD reimbursement rights into immediate capital, developers can access critical liquidity within months rather than waiting years for 
traditional MUD reimbursements. 





The recent closing of a $98.5 million Launch Bond® for Sunterra Lakes marks the fourth transaction between Launch and Starwood Land, reflecting a long-
standing relationship built on repeat execution and consistent results. This 1,455-acre master-planned community located six miles northwest of Katy in 
Waller County represents one of the Houston area's most ambitious residential developments, planned for approximately 4,233 residential lots with world-
class amenities.

The Sunterra Lakes Launch Bond® 
In March 2026, Sunterra Lakes closed its Launch Bond® transaction; their fourth major transaction using The Launch Bond® program.



Specifics follow: 

Total Bond Amount: $98.5M

Structure: Non-recourse, tax-exempt MUD forward funding 

Eligible Improvements: Water, sewer, drainage, roads, utilities, and recreational amenities 

Net Proceeds: Approximately $95 million 

The bond proceeds provided Starwood Land with immediate access to approximately $95 million, reimbursing them for eligible MUD infrastructure costs. 
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ADVANTAGES OF USING THE Launch Bond® 
The Launch Bond®  provides developers with upfront capital secured with future MUD reimbursement rights, eliminating the traditional waiting period for 
infrastructure cost recovery 





The non-recourse nature of the Launch Bond® means developers maintain their borrowing capacity and credit relationships for other opportunities.  





Other advantages of the Launch Bond program include: 

Portfolio Velocity: Recycle capital across multiple projects without waiting on MIUD bond timelines.

Market Timing: Accelerate lot delivery during favorable market windows. 

Balance Sheet Strength: Convert future receivables to cash; improve financial ratios without adding recourse debt. 

Cash Flow Certainty: Eliminate dependency on MUD  bond issuance timing and market receptivity. 

Competitive Edge: Faster land-to-lot conversion vs. developers reliant on traditional MUD reimbursement 

Less obvious benefits include:

f


Repeat Borrowings: Continued and repetitive use of the Launch Bond® program by sophisticated developers and home builders speaks to the importance of this 
program. 



Land Basis: By monetizing MUD reimbursement rights early, developers effectively reduce their carry cost per lot. In a rising-rate environment, the interest savings 
alone are impactful to the project’s return metrics. 



Builder Confidence: When builders see a developer with Launch Bond® proceeds available for and/or committed for infrastructure, it signals project certainty. 
That confidence translates to faster builder lot takedowns, which in turn accelerates absorption, creating a virtuous cycle. 



Market Cycle Advantage: The non-recourse structure means developers can maintain development timelines during uncertain markets without risking personal 
or corporate guarantees. If absorption slows, the developer isn't trapped, the Launch Bond's repayment comes from future MUD bonds, not the developer's 
balance sheet. 



Opportunity Costs: The real comparison isn't Launch Bond® vs. other financing;  it's Launch Bond® vs. sitting on entitled land while waiting 3-5 years for traditional 
MUD reimbursement. Every month of delayed capital recovery is a month that capital isn't being deployed to the next phase or project. 

Sunterra Lakes is the latest in a growing portfolio of Launch Bond® transactions proving that early capital recovery isn't a luxury, it's a competitive 
necessity. 





For more information on using The Launch Bond® on your project, contact Jose Almazan at josea@launch-dfa.com.
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Following up the 3rd Quarter 2025 Launch Report article on “Unlocking the Nuances of Public Improvement Districts (“PIDs”)”, strategizing with a developer 
or homebuilder (“Developer”) on the amount of capitalized interest needed when issuing PID bonds can be an overlooked conversation when structuring 
assessment bonds.

Background
Capitalized interest is described as an amount of interest paid during the period prior to the asset being completed and placed into service. Specifically in 
land development, when PID bonds are issued, the Developer can allocate a portion of the bond par amount to be placed in a capitalized interest account 
to cover debt service payments before the parcels and/or lots are sold to the homebuilder or homeowner, delaying the time when the Developer has to 
pay assessments on its property holdings. 
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STRATEGY
Most PID bond transactions are routinely sized with one year of capitalized interest, regardless of the true need of the Developer. When Launch engages 
with a Developer, we question and analyze all aspects of the transaction for the benefit of the Developer. In relation to capitalized interest, we walk 
through key timelines in the development, such as when construction will begin and end on infrastructure and lots in each phase, and the projected 
absorption rates of the lots in each phase.  The timing of the PID bond issuance and the structuring of capitalized interest are crucial for your cash flow, as 
missteps can lead to unintended capital outflows.  





The strategy on capitalized interest also becomes relevant when understanding how the builder is going to purchase the lots. If homebuilders are buying 
unfinished super pads, less capitalized interest may be required, as they are taking title to super pads when they close. If the homebuilders are taking the 
lots down on a roll, the strategy may be for more capitalized interest as the Developer will be carrying the lots longer.

TIMING OF ASSESSMENTS
In Texas, assessments are due annually in coordination with a property’s annual tax bill, which is January 31st of each year. Assessments are paid in 
advance of annual PID finance obligations, which include: (i) Debt service on the bonds, (ii) Annual administrative costs to prepare the annual Service and 
Assessment Plan (“SAP”), and (iii) Additional interest expense that municipalities regularly require on PID bonds for that calendar year.

If PID bonds are issued after mid-September, the assessments will not have sufficient time to be placed on annual property tax bills. In this scenario, the 
Developer will be approached by the PID administrator for the payment of the appropriate assessment payment that was not funded by capitalized 
interest.
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LIMITATIONS
There are limitations that a Developer needs to consider when structuring capitalized interest. For one, the more capitalized interest that is used for paying 
debt service on the PID bonds, the less PID bond proceeds are used for the construction and/or acquisition of public infrastructure. In reviewing the 
Developer’s capital stack and the public infrastructure that is going to be financed through the PID, it may be strategic to consider maximizing the PID 
proceeds for public infrastructure costs instead of using PID bond proceeds for capitalized interest. If the costs for the public improvements greatly exceed 
the net PID bond proceeds, it could potentially be more reasonable to maximize the PID bond proceeds for public infrastructure costs which amortize over 
30 years at a tax exempt interest rate, and reduce the amount of third party debt and equity, which comes at higher interest rates and less flexible terms. 
Secondly, when issuing a PID bond, the Developer should pay close attention to the SAP’s Service Plan Section (“Service Plan”), as it outlines the amounts 
due in relation to the PID over the next five years. The reason this is critical is because the owner of the lot at the time the assessments are placed on the 
tax bills will be responsible for the annual assessment payment forward (although here is a proration of assessments between the Developer and the 
homebuilder depending on the actual date the lots were sold).  If the Developer hasn’t structured sufficent capitalized interest, they will be responsible to 
cover the assessments payable for the given year, as documented in the SAP. 





Additionally, there are times when capitalized interest doesn’t pick up some of the other costs included with a PID. As illustrated in the sample Service Plan 
below, the capitalized interest provides for the amount of assessments equal to the annual interest charge of the PID bonds but doesn’t account for the 
“Additional Interest” charge and the PID Administration Costs (labeled “Annual Collection Costs”). Shortly after the issuance of the PID bonds, the Developer 
would be responsible for their prorata share of the annual additional interest charge and PID Administration Costs for the year.

SAMPLE SAP SERVICE PLAN | FIVE YEAR FORECAST
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ALTERNATIVE
Instead of using capitalized interest over the first few years to defer principal payments on the PID bonds, PID bonds can also be structured with interest 
only periods, not funded by capitalized interest.  As PID bond maturities cannot exceed 30 years, the forgoing of principal payments on the PID bonds over 
the first few years would result in the PID bonds amortizing over fewer years, compressing the time to repay the bonds, increasing the annual assessments 
payments for the homeowner. 

THREE YEAR LIMITATION
Capitalized interest is generally limited to three years, as capitalized interest is meant to cover the period it takes before revenues are expected. As many 
municipalities in Texas have PID policies, most explicitly limit the capital interest period toone or two years. As such, it is always important to review 
jurisdictional PID policies when contemplating the establishment of a PID.     





As we have outlined several strategies related to the topic of capitalized interest in connection with issuing PID bonds, it is important to engage an 
experienced PID professional to review how different capitalized interest periods align with your project phasing and overall business plan, and to discuss 
the implications of these considerations on your overall financing strategy 







For more information on how Launch may assist you in the formulation of PID financing strategies, contact Christopher Bassett at christopherb@launch-
dfa.com.
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RCLCO TOP 50
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Source: RCLCO Real Estate Advisors & Launch Development Finance Advisors, LLC

Footnotes:

(1) Per RCLCO's Top Selling Master-Planned Communities Report - Year End 2025.

(2) Estimates Only. Figures are not intended to represent the financing history of the specific MPC. Figures were derived from publicly available information including but not limited to: public offering statements, sales data, developer websites, district websites, county treasurer's websites, property tax billings, and county assessor's websites. MPC's frequently contain multiple financing districts, and the data included in the table assumes a sample property in a single district.  Table only reflects data for MPC's with special taxing districts.

(3) Sample annual district tax payment includes annual payments for administration, operations, and maintenance of the special taxing districts in addition to annual debt service.

(4) According to the Redevelopment Association of Nevada, the Henderson Redevelopment Agency provided a $208 million tax increment subsidy to Cadence to finance infrastructure costs.  Allocation of subsidy across lots is an estimate only.

(5) Bridgeland is located in both a municipal utility district and a water control and improvement district; sample annual district tax payment and estimated net construction proceeds are inclusive of both special taxing districts.

(6) Meridiana is also located in Tax Increment Reinvestment Zone #2.

(7) Westlake utilizes revenue bonds and therefore does not increase the annual property tax payment to the end user.

(8) Sienna is located in both a municipal utility district and a levee improvement district; sample annual district tax payment and estimated net construction proceeds are inclusive of both special taxing districts.

(9) In addition to the limited tax bonds, the Metropolitan District issued $43MM of special assessment bonds for gross bond proceeds of up to $111,000 on a 50' lot which were prepaid using the proceeds from lot sales.

(10) The original developers of Daybreak formed a PID to issue special assessment bonds to finance the construction of public infrastructure which were paid off at lot sale to the builders; the current Daybreak developer does not use the PID to pay for residential infrastructure but has use the PID to monetize tax increment (TIF) revenues to build out the commercial development  ($86MM).

14



RCLCO’s Top 50 Master planned communities | 2025
Across RCLCO’s Top 50 selling master planned communities, public financing remains a defining feature of the nation’s most active new-home markets. 
From MidYear 2025 to YearEnd 2025, the share of sales occurring in communities using special taxing districts held steady at 88%, reinforcing that districts 
are now a mainstream infrastructure delivery tool. Over the same period, average home prices increased modestly, but the more notable shift was in the 
composition of the tax burden: average district tax payments rose meaningfully, lifting total taxes and slightly increasing taxes as a percentage of home 
price. The data suggests developers are increasingly relying on district-based funding (and/or district costs are ramping as communities mature), while 
buyers in many growth markets continue to ‘price in’ these payments in exchange for delivery of infrastructure and amenities at scale. 




What’s changed since mid-year 2025:



Average sample home price increased by 2.7% 


Average annual district tax payments increased by 32% 


Average annual property taxes as a percentage of home price increased by 10% 


Estimated net construction proceeds per sample lot increased by 13.3%




Given the continued reliance on special district financing among top-selling master-planned communities, understanding how to structure and implement 
these mechanisms effectively is key to optimizing project performance.



For more information on special district financing—or to learn how these strategies can benefit your next project—please contact Pamela Giss at 
pamelag@launch-dfa.com or call (480) 874-4358.
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Latest from the land to lots™ podcast

E p i s o d e  9 3  –  C E Q A  S t r e a m l i n i n g  w i t h  
T i m  K i h m  &  B r i a n  R u p p  o f  Q t a t i v e  

D e v e l o p m e n t  S o l u t i o n s  ( P a r t  1 )

E p i s o d e  9 4  –  C E Q A  S t r e a m l i n i n g  w i t h  
T i m  K i h m  &  B r i a n  R u p p  o f  Q t a t i v e  

D e v e l o p m e n t  S o l u t i o n s  ( P a r t  2 )

E p i s o d e  9 5  –  G r o s s  M a r g i n  v s .  S a l e s  
V e l o c i t y  w i t h  S c o t t  C o x  o f  S L C  A d v i s o r s  

( P a r t  1 )

E p i s o d e  9 6  –  G r o s s  M a r g i n  v s .  S a l e s  
V e l o c i t y  w i t h  S c o t t  C o x  o f  S L C  

A d v i s o r s  ( P a r t  2 )

E p i s o d e  9 7  –  G r o s s  M a r g i n  v s .  S a l e s  
V e l o c i t y  w i t h  S c o t t  C o x  o f  S L C  

A d v i s o r s  ( P a r t  3 )

E p i s o d e  9 8  –  L a n d  D e v e l o p m e n t  
F i n a n c i n g  w i t h  J o h n  H u t c h i n s o n  o f  

T r e z  C a p i t a l

16

https://landtolots.com/episode-93-ceqa-streamlining-with-tim-kihm-brian-rupp-of-qtative-development-solutions-part-1/
https://landtolots.com/episode-93-ceqa-streamlining-with-tim-kihm-brian-rupp-of-qtative-development-solutions-part-1/
https://landtolots.com/episode-93-ceqa-streamlining-with-tim-kihm-brian-rupp-of-qtative-development-solutions-part-1/
https://landtolots.com/episode-94-ceqa-streamlining-with-tim-kihm-brian-rupp-of-qtative-development-solutions-part-2/
https://landtolots.com/episode-94-ceqa-streamlining-with-tim-kihm-brian-rupp-of-qtative-development-solutions-part-2/
https://landtolots.com/episode-94-ceqa-streamlining-with-tim-kihm-brian-rupp-of-qtative-development-solutions-part-2/
https://landtolots.com/episode-95-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-1/
https://landtolots.com/episode-95-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-1/
https://landtolots.com/episode-95-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-1/
https://landtolots.com/episode-96-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-2/
https://landtolots.com/episode-96-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-2/
https://landtolots.com/episode-96-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-2/
https://landtolots.com/episode-97-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-3/
https://landtolots.com/episode-97-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-3/
https://landtolots.com/episode-97-gross-margin-vs-sales-velocity-with-scott-cox-of-slc-advisors-part-3/
https://landtolots.com/episode-98-land-development-financing-with-john-hutchinson-of-trez-capital/
https://landtolots.com/episode-98-land-development-financing-with-john-hutchinson-of-trez-capital/
https://landtolots.com/episode-98-land-development-financing-with-john-hutchinson-of-trez-capital/


Latest from the land to lots™ BOOK SERIES

What if a better understanding of a formula could boost the value of your land by 20%?





That’s the power of truly understanding land residual analysis and being able to substantiate your value conclusions 
with confidence.





In Engineering Land Value, Carter Froelich breaks down land residual analysis into a practical playbook, equipping 
you with the tools to enhance land value or swiftly identify non‑viable projects before you commit.

PRE-ORDER NOW!
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