U.S. DISTRICT COURT
IN THE UNITED STATES DISTRICT COURARTHERN DISTRICT OF TEXAS

FOR THE NORTHERN DISTRICT OF TEXAS FILED
AMARILLO DIVISION

APR 25 2003

SONCY ROAD PROPERTY, LTD,
AMARILLO COTTONSEED HULL CO.,
INC., GOLDEN SPREAD ENERGY INC.,,
CITY MACHINE & WELDING, INC,,
KRAUSE LANDSCAPE, INC., and LANCE
PLUNK,

CLERK, US.DISTRICT COURT
By

Deputy

Plaintiffs,

\4 CIVIL ACTION NO. 2-01CV-0379

GEORGE CHAPMAN, KAREN CORP., and
CITY OF AMARILLO
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Defendants.

MEMORANDUM AND ORDER

Plaintiffs own land abutting a railroad corridor which was abandoned by the Burlington
Northern and Santa Fe Railway Company (BNSF) railroad.! Defendants Karen Corp. and the City
of Amarillo, as ‘“Buyer,” entered into a contract to buy the abandoned railroad corridor for
$506,000.00. Pursuant to the contract, the railroad agreed to convey, and did convey, a specific
separate portion of the corridor, the Western Corridor, to Karen Corp. and a different portion, the
Eastern Corridor, to the City. In fact, Karen Corp. paid the entire consideration and paid an
additional $100,000.00 to the City. Plaintiffs challenge the transaction and allege that it deprived

them of property rights in the Western Corridor in violation of the due process and taking provisions

' On March 21, 2001, Amarillo Cottonseed Hull, Inc. conveyed the title in the Cottonseed
Hull property to Soncy Road, Ltd., a Texas Limited Partnership. After this case was filed,
Amarillo Cottonseed Hull’s property was foreclosed upon by the trustee under a deed of trust. A
state court suit has been filed to set aside the foreclosure. During this trial, the 251st District
Court, Potter County, Texas, entered a temporary injunction enjoining the trustee from selling or
encumbering or otherwise disposing of the property pending final trial of the merits of the state
court suit.




of the United States Constitution. They contend inter alia that under Texas statutes, Karen Corp.
should be required in equity to convey the portion of the corridor abutting each Plaintiff’s land to
that Plaintiff for an apportioned amount of the consideration paid by Karen Corp.. The case was
tried to the Court without a jury.
TEXAS STATUTES
Texas statutory law controls how a City may dispose of property. Texas Local Government
Code § 272.001 provides, in relevant part:

(a) Except for the types of land and interests covered by Subsection (b), ... before
land owned by a political subdivision of the state may be sold or exchanged for other
land, notice to the general public of the offer of the land for sale or exchange must
be published in a newspaper of general circulation in ... the county in which the land
islocated.... The notice must include a description of the land, including its location,
and the procedure by which sealed bids to purchase the land or offers to exchange the
land may be submitted. The notice must be published on two separate dates and the
sale or exchange may not be made until after the 14th day after the date of the second
publication.

(b) The notice and bidding requirements of Subsection (a) do not apply to the types
of land and real property interests described by this subsection and owned by a
political subdivision. The land and those interests described by this subsection may
not be conveyed, sold, or exchanged for less than the fair market value of the land or
interest unless the conveyance, sale, or exchange is with one or more abutting
property owners who own the underlying fee simple. The fair market value is
determined by an appraisal obtained by the political subdivision that owns the land
or interest or, in the case of land or an interest owned by a home-rule municipality,
the fair market value may be determined by the price obtained by the municipality at
a public auction for which notice to the general public is published in the manner
described by Subsection (a). The notice of the auction must include, instead of the
content required by Subsection (a), a description of the land, including its location,
the date, time, and location of the auction, and the procedures to be followed at the
auction. The appraisal or public auction price is conclusive of the fair market value
of the land or interest, regardless of any contrary provision of a home-rule charter.

This subsection applies to:

(1) narrow strips of land, or land that because of its shape, lack of access to
public roads, or small area cannot be used independently under its current zoning or
under applicable subdivision or other development control ordinances;
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