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2 The Nester Factor 
Burgeoning Market 

With money to spend and 
high-end housing preferences, 

they are homebuyers with 
clout 

By Steve H. Murdock
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Governor oInts ur to Advisory Committee
The nine-member Real Estate Center 

Advisory Committee has four new mem
bers. Gov. George Bush announced the 
appointments in late February.  

Joseph A. Adame of Corpus Christi is 
president of Joe Adame & Associates, 
Inc., Realtors; Shoreline Management 
Co.; and Joe Adame Management, Inc.  

Adame is a 1960 graduate of Sam 
Houston State University. Active in civic 
and business affairs, he currently is a 
member of the board of directors of 
Pacific Southwest Bank, the Corpus 
Christi Airport Advisory Board and the 
Corpus Christi Downtown Management 
District. He is past chairman of the 
Commercial Investment Division of the 
Texas Association of Realtors (TAR).  

Adame was the 1995 recipient of 
TAR's William Jennings Lone Star Tro
phy Award for commercial transaction 
of the year.  

A certified public accountant for the 
accounting firm of Lois J. Knapp in Fort 
Worth, Catherine K. Miller does tax 
planning and compliance for many busi
nesses, trusts and individuals.  

Miller received a bachelor of business 
administration from the University of 
North Texas in 1988. She is on the UNT 
Alumni Association Board of Directors 
for Dallas County and serves as its 
controller.  

Her volunteer work includes the Fort 
Worth Chapter of the Texas Society of 
CPAs where she serves on their editorial 
board and as director of the student 
auxiliary. Miller is a member of Alpha 
Phi Sorority, the Women's Health Fo
rum, the Fort Worth Professional 
Women's Organization and the Ameri
can Institute of Certified Public 
Accountants.  

Angela S. Myres recently retired from 
Noble Gas Marketing, Inc., in Houston, 
to devote more time to her family 
which includes two small children. She 
is a 1985 graduate of Texas A&M 
University.  

Jerry L. Schaffner is executive vice 
president for lending services at The 
Plains National Bank of West Texas in 
Lubbock. He manages the various lend
ing departments and oversees loan port
folio and related services. Schaffner is a 
1981 graduate of Texas Tech University.  

He is a member of the Lubbock Execu
tive Association, Lubbock Industrial 
Foundation and the city's Zoning Board 
of Adjustments. Schaffner does volun
teer work for the United Way and 
American Cancer Society. He has been 
an instructor for the American Institute

of Banking and is a graduate of Leader
ship Lubbock.  

Center Director Malcolm Richards 
praised the work of the outgoing com
mittee members-Conrad Bering, Jr., of 
Houston, Mike Beal of Bryan, Donald 
Longworth of Lubbock and Melissa 
Cigarroa of Laredo.  

"While it is an honor to receive a 
gubernatorial appointment, it also is 
work," says Richards. "Committee

members are appointed for six-year terms 
during which they receive no compen
sation for the many hours of reading 
research results, reviewing budgets and 
providing advice and counsel from their 
areas of expertise. Members who serve 
as committee chairman, such as Conrad 
Bering, deserve special recognition for 
their additional contributions to the real 
estate industry and the Texas citizenry." 

(Benchmarks continued on page 23)

Test Your knowledge of Today's 
Licensing Requirements 

By Judon Fambrough 

Although you probably have a Texas real estate license, can you explain the 
basic steps to licensure? What are the latest requirements? 

Take this test, and see if you are up-to-date. After reviewing the correct answers 
on page 24, you may wish to order a new Real Estate Center report, Obtaining 
a Texas Real Estate License (publication 1149).  

It's the most comprehensive document ever on this subject. This 39-page report 
outlines the procedure in easy-to-understand steps. It includes the pertinent 
application forms.  

The publication has been reviewed by the Texas Real Estate Commission for 
accuracy and completeness.  

True False 

1. J L The only penalty for not having a required real estate license 
is that the person can not resort to the court to collect a 
commission.  

2. J U An applicant's moral character is the last qualification the 
commission examines before issuing a license.  

3. Q ) A trustee designated in a deed of trust must have a real estate 
license to conduct a foreclosure sale.  

4. U J A person who receives college credit by testing out of a 
course (credit by examination) may use the course to obtain 
a real estate license.  

5. J l An applicant for a real estate salesman license must pass the 
real estate exam within six months after the sponsoring 
broker receives the Candidate Information Brochure (CIB).  

6. L Q A person with only a broker license may not appraise a 
federally-related real estate transaction for a fee.  

7. D U A person hired by a corporation to sell corporately owned 
land must have a real estate license.  

8. L Ll Employees of a rental agency must have a license to perform 
clerical or secretarial tasks, such as confirming the size, price 
and terms of advertised property.  

9. Q l A person employed by a governmental unit to evaluate 
property for tax purposes needs a real estate license.  

10. l i A person who appraises property in the course of employ
ment for an investment firm must hold a real estate license.  

Fambrough is an attorney, member of the State Bar of Texas, senior lecturer with the Real Estate 
Center at Texas A&M University and author of this new report.
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The Nester lFactor

By Steve H. Murdock B aby-boomers (those born between 1946 and 1964) mov
ing rapidly into middle age draw increasing interest as 
markets for new and expanding real estate products.  

Substantial attention focuses on a group called "empty-nest
ers," that is, middle-aged couples whose children are now 
independent adults. These households are likely to have sub
stantial resources because they no longer are supporting 
children.  

Another phenomenon-the "no-nester"-also will influence 
real estate trends. No-nesters have had no children in the home.  
No-nester households also represent a growing (but much 
smaller) segment with substantial resources.  

Large and Growing Segments 
The 1990 census indicates more than 774,000 empty-nester 

households-about 12.8 percent of the Texas total. Empty
nesters represented about 76 percent of all middle-aged, 
married-couple households. Another 17 percent still had chil
dren in the home. About 7 percent were no-nester households.  

Between now and the year 2010, empty-nester and no-nester 
households are projected to grow more rapidly than all house
holds except those with children (see Table 1). After 2010, 
empty- and no-nester household growth will slow substantially.  

The middle-aged population of Texas is expected to increase 
through 2010 and then decrease as the baby-boomers enter 
elderly ages and the much smaller baby-bust generation domi
nates middle-aged groups. The faster growth in households 
with children results from the rapid growth expected in minority 

SPRING 1997

populations, which are more likely to have children and chil
dren living with the parent into older ages.  

Although empty-nester households will not be the fastest 
growing household type in the future, they will nevertheless 
increase substantially. They increase to 975,000 in 2000 and 
to 1.7 million in 2030. Especially rapid growth will occur 
between 2000 and 2010 when their numbers increase by more 
than 400,000, or more than 41 percent. By 2030, more than 
twice as many empty-nester and no-nester households may 
exist compared to 1990.  

Human and Financial Resources 
ensus data (Table 2) suggest both demographic and 
socioeconomic distinctions between empty-nesters and 
no-nesters. Both contain proportionately more Anglos 

and more well educated persons than other households. Empty
nester households are nearly as likely as all households to have 
a head with a bachelor's degree and to have larger proportions 
with graduate degrees. Like other mid-life households, empty
nesters and no-nesters are characterized by relative residential 
stability. Less than 30 percent migrated from either outside 
the county or the state during the late 1980s.  

Empty-nesters, and particularly no-nesters, are likely to be 
employed in executive and managerial and professional posi
tions. In fact, one-third of the no-nesters are so employed. Both 
groups are less likely to be in administrative support and 
services occupations.  

Median household incomes for empty-nesters and no-nesters 
also are higher than those for all households or households with 
children. Median household income was $27,016 for all 
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households in 1990, but for empty-nester households, it was 
$35,256-more than 30 percent higher. No-nesters' median 
income of $37,563 was more than 39 percent higher.  

Data for both empty-nesters and no-nesters suggest many 
of them have chosen to use their additional resources to pursue 
early retirement. These householders are nearly twice as likely 
to have no member active in the labor force.  

Owners of Large Single-Family Homes 
Both empty-nesters and no-nesters strongly prefer 

homeownership, particularly larger single-family units of higher 
value but with limited monthly housing costs. Nearly 90 
percent of empty-nester and 87 percent of no-nester house
holds are owners, compared to about 61 percent of all 
households.  

Nearly 41 percent of empty-nester and 39 percent of no
nester households own their home free and clear. Empty-nester 
homes had a 1990 average value of $67,500-17.4 percent 
higher than households overall. No-nester homes had an av
erage value of $72,500-$15,000 higher than other households.  
Those owned units are likely to be one-family detached 
dwellings (more than 83 percent for both empty-nesters and 
no-nesters). Homes also are larger-30 percent of nester homes 
contain seven or more rooms. This is true in only 21 percent 
of other households.  

Because many empty-nesters and no-nesters own their homes 
outright and have owned them for some time (nearly 54 
percent of empty-nesters and half of no-nesters moved into 
their homes before 1970), their mortgage costs are lower than 
for other households.  

Real Estate Implications 
haracteristics of nester households in 1990 and their 
projected numbers suggest attractive, growing market 
segments for many real estate products. They are 

relatively well educated, earn relatively high incomes, work 
disproportionately in professional and executive careers, tend 
to live in their areas of residence for several years and own 
relatively large, expensive single-family units. They represent 
potential markets for more expensive, upscale real estate 
products.  

Their levels of education and professional backgrounds 
suggest that they are likely to be discerning buyers, however.  
Because many choose to keep monthly housing costs relatively 
low and some have chosen early retirement, they may want 
to buy homes that do not require financial over-extension.  

Finally, residential stability and employment data suggest 
two alternative markets among empty-nesters and no-nesters.

No-nester households also 
represent a growing 

home-buying market with 
substantial resources.  

For a majority who are still employed and residentially stable, 
it will likely be necessary to create such products in close 
proximity to their current areas of residence and work. For 
a second group who are no longer working, products in aes
thetically pleasing locations may be attractive. 9 
Dr. Murdock is a research fellow with the Real Estate Center and chief 
demographer of the Texas State Data Center, Department of Rural Sociology, 
at Texas A&M University.

Table 1. Household Projections to 2030

Percent Change

1990- 2000- 2010- 2020- 1990
Household Type 1990 2000 2010 2020 2030 2000 2010 2020 2030 2030 

Empty-Nester 774,048 975,151 1,378,692 1,566,663 1,696,595 26.0 41.4 13.6 8.3 119.2 

Household with 
Children 174,883 322,836 517,097 671,296 820,242 84.6 60.2 29.8 22.2 369.0 

No-Nester 70,613 88,959 125,772 142,920 154,773 26.0 41.4 13.6 8.3 119.2 

All Households 6,070,937 7,447,602 9,095,671 11,095,172 13,349,766 22.7 22.1 22.0 20.3 119.9 

Sources: Derived from 1990 Census Public Use Microdata Sample Information and Projections from the Texas State Population Estimates 
and Projections Program, Department of Rural Sociology, The Texas A&M University System, 1996.
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Table 2. Householder Characterist

H 

Demfographic-Socioecon omiic All Empty

Characteristics Households Nesters 

Ethnicity 
Anglo 68.3 78.5 
Black 11.1 6.5 
Hispanic 18.7 13.9 
Other 1.9 1.1 

Education 
Some High School 27.0 29.2 

High School 23.6 24.4 

Some College 27.2 23.9 
Bachelor's Degree 14.8 14.0 

Graduate Degree 7.4 8.5 

Migration Status 
Nonmigrant 49.7 76.2 

Moved within Texas 41.1 19.4 

Moved to Texas 9.2 4.4 

Occupation 
Executive and Manager 13.8 17.2 
Professional 13.2 11.9 

Technical 4.2 3.0 
Sales 11.8 13.1 
Administrative Support 11.1 6.9 

Services 11.5 7.6 
Production, Craft and Repair 15.9 19.5 

Operators 5.9 4.7 

Transportation 5.6 7.7 

Laborers 3.8 3.2 
All Others 3.2 5.2 

Median Household Income $27,016 $35,256 $ 

Number of Employed 
Persons in Household 

0 10.0 20.6 

1 44.5 40.0 

2 45.5 39.4 

Source: 1990 Census Public Use Microdata Sample (5%) for Texas

6.5 4.3 

33,530 $37,563 

9.5 20.1 
41.0 38.3 
49.5 41.6

5
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Behind the Number Scene 

ata to verify the size and characteristics of the 

empty-nester market are not readily available. The 
standard source for the analysis of households, the 

U.S. Census of Population and Housing and related sources, 
examines household composition during the census. House
holds are not specifically identified that may have once had 
children but which had none in the household at the time 
of the census.  

By compiling data on married-couple households of the 
appropriate age in which the wife has had one or more 
children and the household no longer has children present, 
it is possible to approximate the empty-nester household.  
Using the 1990 Public Use Microdata Sample, one can define 
empty-nester households as married-couple households in 
which the householder (head) was 45 to 64 years old, the 
wife had had one or more children and no children resided 

in the household when the 
census was taken.  

This, of course, assumes 
199 that most persons will not 

CS, 19have reached the empty-nest 
stage until age 45 or older.  
Clearly, some will have done 

households so earlier, but using the 45-to
with No- 64-year-old group allows re

Children Nesters searchers to assess patterns 
among the majority of empty
nesters without either overly 

55.0 76.7 inflating numbers or includ
8.0 9.9 ing those in retirement ages 

33.7 12.1 whose financial picture in
3.3 1.3 volves substantially different 

considerations.  
34.6 24.6 The anticipated growth in 
18.8 23.3 empty-nester, no-nester and 
20.2 23.3 related households can be 
13.8 16.1 determined by using data from 
12.6 12.7 the Texas State Population 

Estimates and Projections Pro

gram. The program in the De

23.4 20.5 partment of Rural Sociology 
6.2 5.8 at Texas A&M University 

projects households by type 
to the year 2030. Projections 

15.9 18.4 assume that married-couple
8.0 14.6 without-children households 
3.0 3.2 will be divided between 

11.1 13.5 empty-nester and no-nester 
6.2 6.7 households in the same pro
8.5 8.3 portion as in 1990. As a re

20.5 16.9 sult, empty-nester and no
6.8 4.9 nester households show iden
8.4 5.8 tical growth rates during the 
5.1 3.4 projection period.



Texa s sters Compare 

Empty-Nesters 

iption Middle age. No grown 
hi]ld 1i i

Born in years: 
Total 1990 households 
Estimated 2030 households 
Median income 
Bachelor's degree 
Native Texans 
Executive-management careers 
Ethnicity 
Own home free and clear 
Homes with seven rooms or more

c ,, re vng at home 
1946-64 
774,000 
1.7 million 
$35,300

percent 
percent 
percent 
percent Anglo 
percent 
percent

14 
76 
17 
79 
41 
17

No-Nesters 

Middle age.  
Never had children 

1946-64 
70,600 
154,800 
$37,600 
16 percent 
74 percent
18 
77 
39 
16

percent 
percent Anglo 
percent 
percent

By David S. Jones Iebuyers were just what the 
builder had in mind-a middle
aged couple who often work at 

home, entertain clients and whose 
grown children no longer live with 
them. The New American Home '97 
was designed with the empty-nester in 
mind.  

The home was built in conjunction 
with the National Association of Home 
Builders' (NAHB) 5 3 d Annual Conven
tion and Exposition held in Houston 
earlier this year. The 3,587-square-foot 
house is located in The Woodlands, one 
of the region's premier planned com
munities. The home sold for about 
$4 2 0 ,000-a bargain because suppliers 
donated much of the material and many 
of the cutting-edge accoutrements.  

The New American Home '97 was 
designed to appeal to homebuyers in
terested in low-maintenance products 
and with a floor plan for "aging in 
place." The single-story structure in
cludes wider doorways and halls and 
maneuvering room for a wheelchair.  

A Great Room 
This year's home was the fourteenth 

in a series of NAHB show homes. The 
house incorporates many design, con
struction and product innovations spe
cifically for the empty-nest market. A 
great room for casual entertaining is the 
focal point. A covered rear terrace with 
grill and outdoor fireplace allows year
round entertaining. The flexibility to 
work at home also is a highlight. A third 
garage bay designed as a home office 
becomes an apartment or media room, 
as dictated by the owners' lifestyle.  

This home facilitates comfortable 
use by the able-bodied or the physically

Luxury, Leisure in Demand 

challenged. Low-maintenance materials be 
and easy-careproducts,suc as sythetic ne 
stucco and stone, attract leisire-minded ter 
homebuyers. flo 

The Woodlands site insures protec- bu 
tion of the natural vegetation and helps em 
create a strong indoor-outdoor look. be 
Extensive window walls blend the th 
wooded surroundings with the interior Ki 
decor. peK 

The New American Home '97 is spon- pei 
sored by the National Council of the in 
Housing Industry, Builder Magazine and are 
Ladies' Home Journal. The New Ameri
can Home program was established to * Ba 
showcase residential design trends, new pre 
building products and construction tech- per 
nology at the annual NAHB convention. 10.  

are 
Facts of Empty-Nester Life Va 

Empty-nesters are getting consider- ma 
able press these days. Here is some of sha 
what is being said about them. These are ma 
from Professional Builder magazine's 

2 2 nd chi 
Annual Consumer Survey; American De
mographics magazine; and a survey by * In 
the Kemper Funds. the 

* Home size. Few empty-nesters are em 
willing to trade in their home for a 22 
smaller version after their children for 
leave home. Only 11.8 percent of spe 
respondents reported moving to a ave 
smaller home. One explanation as to , 
why empty-nesters are reluctant to Eld 
move to a smaller home is that they nes 
may not be convinced that those kids of 
are gone for good. In fact, 33.7 per- are 
cent of empty-nesters surveyed have the 
experienced boomerang children- dre 
those who leave the parents' home one 
for a brief time but return at some rela 
point.  

* Bedrooms. While 43 percent of move- Jones is 
up buyers say they want three Center

droon, 7 .2 percent of empty
sters want that many. The inas
bedroom should be on the first 

or say 56.6 percent of first-time 
yers. However, 97.6 percent of 
pty-nesters want the master 
room downstairs-even more 
an retirees (94.1 percent).  
tchen. Of all homeowners, 8.8 
cent say they dislike the kitchen 
their present home, but 14.9 

cent of empty-nesters say they 
unhappy with their kitchen.  

throoms. Old bathrooms in 
sent homes are disliked by 4.7 
cent of all home shoppers, but 
8 percent of empty-nest buyers 
dissatisfied.  

cation homes. The fastest growth 
rket for vacation homes and time
ring condominiums is among 
rried couples aged 35-54 with no 
ldren at home.  

ome and spending. Although 
se categories fall among older 
ples, the average income for 
pty-nesters aged 55 to 64 is still 
percent more than the average 
all households, and their 

ending is 12 percent higher than 
rage.  

erly relatives. Most empty
ters have not yet felt the crunch 
he "sandwich," in which they 
simultaneously responsible for 
well-being of both their chil

n and their parents. Less than 
quarter (22.2 percent) reported 

y were caregivers for elderly 
tives.  

senior editor for the Real Estate 
at Texas A&M University.
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By Daniel Anderson and Judon Fambrough 

ummer 1994 was pivotal for private property rights in 
Texas. That summer central Texans protested proposed 
regulations that appeared to threaten their private prop

erty rights. On August 26, 1994, more than 5,000 landowners, 
orchestrated by "Take Back Texas," marched on the state 
capital.  

The movement responded to three regulatory land-use pro
posals in central Texas. These included efforts by the: 

e Texas Natural Resources Conservation Commission 
(TNRCC) to regulate several bodies of water, 

e U.S. Fish and Wildlife Service to list the Barton sala
mander as an endangered species and to designate 33 
central Texas counties as critical habitat for the golden 
cheeked warbler.  

Such actions threatened to burden hundreds of thousands 
of acres in Central Texas with federal and state land-use 
regulations without compensation. As awareness of the move
ment spread, property rights leaped to the political forefront.  
Politicians scrambled to cast themselves as protectors of private 
property rights.  

7
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In his campaign, George Bush, Jr., promised to enact protec
tive legislation. Upon election, Gov. Bush and Lt. Gov. Bob 
Bullock supported a bipartisan property rights initiative. This 
culminated with the passage of SB 14, now codified as the 
Texas Government Code, Chapter 2007 and better known as 
the Texas Private Real Property Rights Preservation Act of 
1995.  

With the legislation, Texas joined 17 other states that have 
enacted limited forms of private property protection. How
ever, 14 of the states do not compensate landowners. Only 
Texas, Florida, Louisiana and Mississippi require some com
pensation when property rights are taken by the state.  

The act is not a panacea for landowners. On one hand, the 
statute supplements the limited protection of property rights 
provided by the Texas and U.S. Constitutions. On the other 
hand, the apparent protection is eroded by the numerous 
exceptions and limitations. This article discusses both aspects.  

Enhanced Protection 
The act requires compensation when governmental regula

tions reduce real property values by 25 percent or more (the 
threshold level). The act does not limit the state's right to 
regulate. However, compensation must be forthcoming when 
the resulting diminution in property values reaches the thresh
old level and the government chooses not to withdraw the 
regulation.  

The act provides significant protection in addition to that 
afforded by the Texas and U.S. Constitutions. Under those 
provisions, the government must compensate landowners 
when a land-use regulation destroys all or substantially all of 
the land's value or use or results in a physical invasion of the 
property. While this may oversimplify the rules, both the U.S.  
and Texas constitutions allow substantial regulations of pri
vate property without compensation.  

More importantly, the rule applies to the 
actual acreage affected, not to an entire 
tract. For example, assume a land
owner owns 100 acres and 
the governmental regu
lation burdens five 
acres. The 

f-iK'% 7~

provisions of the act are triggered whenever the regulation 
reduces the value of the five acres by 25 percent or more. The 
fact that the regulation reduces the entire tract by 10 percent 
is irrelevant.  

aution is advised, though, because the word affected is 
not defined. The statute simply states that the measure 
of damages is determined by the difference in the market 

value of the affected private real property before and after the 
government action.  

In condemnation, when a partial taking occurs, the measure 
of the damages includes the fair market value of the property 
taken plus the damages to the remaining uncondemned land 
(damages to the remainder). It is unclear how damages to the 
remainder figure into the formula.  

A jury, not a judge, decides the reduction in property values.  
It is a question of fact for a jury, not a question of law for a 
judge, to decide when the threshold levels are reached. In the 
past, Texas courts have held in some instances that the issue 
was one for the courts (judges). Attorneys who represent land
owners feel more comfortable presenting evidence to a jury 
rather than to a judge.  

The government must be cautious. Before passing any law 
that interferes with the use of private property, the govern
ment must prepare a "Takings Impact Assessment" that: 

- describes the specific purpose of the proposed action, 
* identifies how the proposal substantially advances the 

purpose, 
' lists the burdens imposed on the property as well as the 

benefits to society by the proposed use, 
- determines whether the action will reduce property values 

below the threshold level and 
* compares, evaluates and explains how alternative action 

could accomplish the same purpose.  
Sponsors of the act felt the assessment was the crowning 

virtue of the statute. Pre-evaluation of an enactment's impact 
on property values is critical. The requirement follows a 
majority of the 17 other states that have passed similar measures.  

The governmental body must notify landowners of the 
potential loss in property values. At least 30 days before 
the government undertakes any action that interferes with

8
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Texas enacted a limited form of 
private property protection with a 1995 statute.  

It requires some compensation when 
property rights are taken by the state. The 
apparent protection, however, is eroded by 

numerous exceptions and limitations.
property use, a notification must be published in a newspaper 
of general circulation in the county where the affected prop
erty is located. The notice summarizes the assessment.  

The notice warns landowners that the regulation is immi
nent. However, the landowners have no recourse against the 
inaccuracy of the assessment. Their sole remedy lies with suing 
the government for the reduction in land value after the 
regulation takes effect.  

The absence of the assessment invalidates the regulation. As 
mentioned earlier, the accuracy of the assessment can not be 
challenged. However, the absence of the assessment voids the 
regulation when an assessment is required but none prepared.  

Note that the regulation is invalid whenever the assessment 
is not prepared. The statute does not address what happens 
if the assessment is prepared but not published.  

Exceptions and Limitations 
he act does not apply to all governmental agencies.  
Because the act is a state law, it does not apply to federal 
regulations such as the Endangered Species Act or the 

Wetlands Act. In such instances, Texas landowners must resort 
to the limited protection provided by the U.S. Constitution 
as described earlier. All or substantially all of the property 
value or use must be taken or physical invasion must occur 
before compensation is due.  

The act has limited application to local governmental bodies.  
All city enactments, such as ordinances, are exempt with one 
exception. Nonuniform regulations imposed by a city within 
its extraterritorial jurisdiction are covered.  

This exemption was prompted by environmental regulation 
passed by the city of Austin. The enactment subjected parts, 
but not all, of its extraterritorial jurisdiction to environmental 
land-use regulation. The exemption permits the regulation as 
long as it applies uniformly to all the city's extraterritorial 
jurisdiction. Cities may hesitate to enact an excessive, univer
sal regulation. Thus, some protection extends to landowners 
residing in a municipality's extraterritorial jurisdiction.  

County governments were totally exempt from the act until 
1997. Counties must lobby the 1997 Texas Legislature to 
receive permanent exemption. Landowners also may organize 
opposition.  

Not all state governmental actions are covered. There are 
17 exceptions for state government. For example, regulations 
based on a reasonable good faith belief that the action is necessary 
to prevent a grave and imminent threat to life or property are 
exempt. Also exempt are actions to prevent the waste of oil 
and gas or to regulate water safety, hunting or fishing.  

Compensation is not guaranteed. Texas landowners have no 
absolute right to compensation when property values diminish 
to the threshold level. When landowners successfully prove the 
threshold devaluation has occurred, the government must 
make an election. It can withdraw (invalidate) the regulation,
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resulting in no payments to landowners. Alternatively, the 
government may choose to ratify the regulation and compen
sate the landowner.  

The loser pays the winner's attorneys' fees and costs. A 
challenge is not without risks. Landowners need accurate data 
before seeking compensation. Otherwise, if they lose they must 
pay the government's attorneys' fees in defending the action.  

The rule discourages the filing of marginal cases. Contro
versies involving the act depend on proving the threshold 
reduction in market value. Issues of this nature turn into 
battles between expert appraisal witnesses. The outcome is 
never certain, and the cost of the litigation is expensive. In 
short, the landowner may need to be rich, angry and willing 
to take risks. Not surprisingly, in the 12 months after becoming 
law, only one lawsuit has been filed under this act.  

Successful landowners may be unable to collect attorneys' 
fees from the government. The act does not address how 
victorious landowners collect attorneys' fees when the gov
ernment elects to invalidate the regulations.  

Texas law generally indicates that the legislature must 
approve the payment. Pursuing legislation to recover attor
neys' fees may be too expensive and time consuming. The act 
is specific on one point, however. A landowner can not seize 
and sell government property to collect a judgment under the 
act. (A judgment under the act includes the landowner's attor
neys' fees.) 

A landowner must file quickly. Landowners must file within 
180 days after they know or should have known that the 
governmental action restricted or limited their private prop
erty rights. This time frame is roughly one-fourth of the two
year statute of limitations generally applicable to Texas liti
gation. It represents one-twentieth of the ten-year statute of 
limitations for filing for a compensatory taking under the 
constitution.  

Not all news is bad news. The statute appears to follow the 
"discovery rule." The statute of limitations is tolled (the 180
day time limit is suspended) if the landowner did not know, 
and could not reasonably have been expected to know, about 
the regulation. Of course, the required publishing of the as
sessment in the newspaper may limit the discovery rule, but 
failing to publish the assessment does not invalidate the 
regulation.  

Because of the endeavors of central Texans and formation 
of Take Back Texas, landowners now have property rights 
protection that did not exist prior to 1995. Time will tell how 
well the act withstands judicial and legislative scrutiny. L 

Anderson is a partner in the firm of Barron, Adler, Anderson, & Poteet, 
L.L.P. The firm concentrates its practice in condemnation and takings 
law. This article is based on Anderson's article in the January 1997 
issue of the Texas Bar Journal. Fambrough is an attorney, member of 
the State Bar of Texas and senior lecturer with the Real Estate Center 
at Texas A&M University.  
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By Charles E. Gilliland Rural land is selling again. The latest sales statistics show 

a land market more vigorous than any since the 1970s.  
State-wide median prices soared approximately 10 

percent in 1996 to $800 per acre. This is the greatest increase 
in the median price of Texas rural land since 1982 (Figure 1).  
Furthermore, the increase occurred during a year plagued by 
drought. Despite the negative influences, market fundamentals 
turned in a strong performance that should persist beyond 
1997.  

Before the devastating deterioration in land values following 
the 1986 oil price decline, trends in Texas rural land markets 
and personal income moved in lockstep (Figure 2). The index 
shows the growth in nonfarm income, Texas median land price 
per acre and net farm income. Because numerous nonagricul
tural buyers populate Texas land markets, median land prices 
generally have followed trends in nonfarm income. Since the 
declines of 1986-87, however, trends in the two economic 
indicators have diverged. Income swelled while land prices 
languished, with potential rural land investors eyeing the 
overhang of acquired properties with trepidation.
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afford. These buyers seek personal satisfaction over profit and 
the rural experience over size. They normally purchase smaller 
properties than do farmers and ranchers.  

Recreational Buyers Dominate
Market observers suggest that this market for small tracts 

has prospered while larger, agricultural transactions-focused 
on farming and ranching profits-reflect the difficult condi
tions faced by farmers and ranchers. Observers contend that 

Noii~na7+ agricultural land markets have not improved while large 
numbers of sales to recreational market buyers have domi
nated market indicators.  

Generally, larger agriculturally dominated transactions take 
place at low prices compared to the market norm (median) 
because of the limited numbers of competing buyers. Analyz
ing changes at the lower end of the price distribution should 
more directly reflect experience in agriculturally dominated 
areas. Presumably, prices at the lower end of the spectrum 

N VI' would not increase if agricultural land markets were lagging.  
Year Examination of low-end sales prices does not indicate lack

luster performance at that end of the sales spectrum. Analysis 
te Center at Texas A&M University of the lower quartile, or 2511 percentile (only one-fourth of the 

prices rank below this amount), reveals a rising trend also 
Land Markets among lower-priced lands. The lower quartile in Texas land 
market attempted to recover in the early 1990s, sales remained steady at $400 per acre from 1987 through 1993 
curtailed demand for land, and a final disposal with a slight fluctuation up to $413 per acre in 1991 (see table).  

roperties depressed markets. Investors shocked This suggests that land prices for truly agricultural properties
by losses following the 1986 
oil price bust avoided real 
estate investments. The stock Endi g 
market soared. g 

The 1993 market median of 
$625 per acre marked a low controls o~ 
point in land prices after the 
1985 peak. Annual median 
prices rose after 1993, signal- raise averc 
ing a return to a more typical 
rural land market. Fueled by-f 1 .- TSbut 
increasing prosperity, sus- farm ers 
tained higher land prices ap
pear to lie ahead. price v 

Close inspection of reported 
sales since the 1993 trough re
veals a trend toward purchasing smaller tracts. The median 
acreage fell from 140 acres in 1993 to 113 acres in 1996. This 
trend reflects the popularity of land with nonagricultural 
buyers who prefer properties with superior amenities and 
improvements rather than agricultural productivity.  

Buyers in these markets typically prefer to limit the amount 
of their nonagricultural incomes flowing to land purchases.  
Those limits restrict the number of acres these buyers can
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government 
i crops Will 
ige prices to 
also broaden 

liability.

reached bottom in 1987 and 
remained level as farming and 
ranching recovered from the 
financial devastation experi
enced earlier in the decade.  
Coincidentally, recovery in the 
agricultural economy began in 
1987.  

Since 1993, the lower 
quartile price has posted sub
stantial gains, rising from $400 
per acre in 1993 to $500 per 
acre in 1996, a 25 percent 
increase in three years. Al
though slightly muted com
pared to changes in annual

medians, the increases observed in the low-end market suggest 
that all phases of the Texas rural land market have recovered.  

Widespread Recovery 
The trend to higher values evidenced by the state-wide 

median price also reflects a geographically broad-based recov
ery. Only five of the 33 land market areas studied posted 
noticeable declines in median prices while the remaining regions 

I I

--- Land Vake 
Nonfarm inicomiie 
Net farm income
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showed steady or climbing median prices. The increases varied 
across the state with the Fort Worth, Houston and Highland 
Lakes land market areas surrounding Fredericksburg all posting 
extraordinary increases.  

The changes registered in 1996 land prices appear to indicate 
weakness only in rural areas dominated by agriculture where 
the drought played an important role during the year. For 
example, the Amarillo area, blessed with rainfall when other 
areas suffered from drought, recorded increased prices. On the 
other hand, the drought-ravaged areas of west and south Texas 
suffered declines in an otherwise banner year for land sales.  
Thus, the drought appears to have exerted a modestly depress
ing effect on agricultural areas withered by drought.  

What Could Go Wrong? 
and markets manifest the legal, economic and social 
forces of their environment. Currently, these forces 
appear to favor further increasing land values during the 

coming year. However, threats to progress continue.  
Another drought on the scale of 1996 could halt optimism and 
send land prices downward. Last year's drought forced the sale 
of much livestock and left farmers and ranchers with scant 
income. A repeat of such harsh growing conditions undoubt
edly would inflict further financial harm on agriculture.  

Currently, drought seems no more than a bad memory.  
However, weather records indicate that rainfall in the last 
quarter of 1996 lagged well below average across Texas. The 
Lower Rio Grande Valley was the lone exception. Fear of 
another drought is based on reality.  

12

Slowed income growth could hamper land price increases 
if 1997 brings a recession. Most observers do not foresee a 
recession. This concern seems of limited significance, espe
cially in areas where recreational acreage is dominant.  

Threats to net farming income in specific areas could cause 
some concerns. Specifically, rising natural gas prices may 
substantially boost costs for irrigated farming, squeezing prof
its and leaving less income for land purchases. Insects that 
plagued 1996 crops in some areas could again surface. Such 
occurrences will be limited, however, to particular locales and 
not prevail across the market.  

Another concern stems from the federal government's sig
naled desire to separate agricultural policy from crop controls 
and eventually end payments to farmers. If the path indicated 
in 1996 legislation proceeds to its end, government will play 
a smaller role in farmers' operations with a corresponding 
decline in payments to farmers. Analyses indicate that ending 
government controls on crops will elevate average prices to 
farmers but also broaden price variability. Some farmers 
actually could gain from such policies but at an increased level 
of risk. Currently, market participants are taking a wait-and
see attitude toward these potential changes, and any notable 
market impact lies well into the future.  

Environmental regulations continue to threaten the 
use of particular properties. As these issues arise, owners of 
affected land may see demand for their acres vanish. Regulatory 
impact has limited influence on the entire market and 
poses no clear-cut threat to progress in the 1997 market for 
nonaffected land.
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Higher 1997 Prices es 9 6 120 172 172 

Despite the perils, prospects for higher 1967 110 187 9 9 182 6 6 

land prices in 1997 appear strong. In the 1968 101 200 7 8 187 3 4 

past eight years, growth in Texas land 1979 100 225 13 9 19 6 5 

prices trailed the strong growth in per- 1971 110 265 8 9 212 3 4 
sonal income. The size of that gap 1972 120 295 11 9 228 8 5 
suggests the prospect of further improve- 1973 153 350 19 11 256 12 6 
ment in land prices. 1974 ISO 425 21 12 280 9 6 

Additionally, many investors have 1975 126 461 8 12 278 -1 5 

become concerned that stock market 1977 121 513 8 10 275 1 4 
prices can not continue to climb as they 1978 126 576 12 11 287 4 4 
have in recent years. Many even foresee 1979 132 625 9 10 279 -3 4 

a "correction" that will reduce stock 1980 138 715 14 11 282 1 4 

prices. Some investors have turned to 1981 124 808 13 11 289 2 4 

real estate investment trusts to diversify 1983 113 985 4 11 321 1 4 
away from the perceived risk of value 1984 125 1,000 2 10 314 -2 3 
loss in the stock market. Others are 1985 118 1,050 5 10 317 1 3 
seekinginvestmentopportunitiesinlocal 1986 113 870 -17 8 258 -19 2 

real estate markets. Some of this flight 1987 130 700 -20 7 200 -22 1 

could fuel a return of investors to the 1988 139 661 -6 6 181 -10 0 

rural land market. 1989 141 650 -2 6 171 -6 0 
1990 135 650 0 6 162 -5 0 

These factors point toward continu- 1991 138 600 -8 5 143 -12 -1 
ally improving land prices in 1997. 1992 145 645 8 5 149 4 -1 
Progress depends only on a strong 1993 140 625 -3 5 141 -5 -1 

economic1994 136 683 9 5 150 6 0 eooipefrac. 1995 122 727 6 5 155 3 0 
1996 113 800 10 5 166 7 0 

Dr. Gilliland is a research economist with the 
Real Estate Center at Texas A&M University. Source: Real Estate Center at Texas A&M University
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exas property owners often dispute values assigned their 
property by the local appraisal district. By making a formal 
protest, the owners hope to reduce their tax liability.  

Normally, the path to a reduction is clear. Chapter 41 of 
the Texas Property Tax Code delineates the steps to follow.  
Specific deadlines designed to resolve the protest between 
January and July are spelled out (see calendar). Owners who 
miss this window frequently have no further remedy and must 
wait until the following tax cycle to address their grievance.  
Other options do exist, however.  

Certified tax rolls once were regarded as though they were 
carved in granite. Assessors could not adjust values even when 
taxpayers convinced them that the appraisal was unfair.  
Taxpayers discovering that their property tax value exceeded 
the market value faced a system designed to prevent changes 
to officially certified values. Equity suffered from the intrac
table legal requirements governing local property taxes.  

Alternative Remedies Available 
To avoid inflicting an onerous tax burden on owners, the 

property tax code includes alternative remedies available 
under limited, defined circumstances. These remedies apply 

Life After the 
Deadline

14 TIERRAGRANDE



to dissatisfied property owners when tax office records contain 
errors. Furthermore, the list of correctable errors applies to 
appraisals that exceed market value. These tardy adjustments 
require a motion for correction of the appraisal roll under 
Section 25.25 of the code.  

Circumstances permitting a correction stem from various 
problems, and adversely affected property owners may dis
cover they can gain an adjustment under these provisions. The 
procedure for obtaining a Section 25.25 adjustment differs 
according to the effect of the adjustment on the property 
owner's tax liability.  

When the change does not affect the tax liability, chief 
appraisers may change the appraisal roll at any time. Chief 
appraisers may correct a name or address, a property descrip
tion or other clerical error. Such routine changes normally 
do not cause controversy.  

However, corrections are allowed when clerical errors do 
affect a property owner's tax liability (Section 25.25[c][1]).  
Texas law defines clerical error to include mistakes in writing, 
copying, transcribing, entering computer data, computing or 
calculating. In addition, Texas law considers errors that prevent 
the appraisal roll or tax roll from accurately reflecting findings 

Taxv&
"' I

/;

of the chief appraiser, the appraisal review board (ARB) or the 
assessor. In other words, the ARB can correct the tax roll for 
typographical errors or miscalculations resulting in inaccurate 
values.  

Correcting Excessive Appraisals 
After missing the statutory protest date, owners may find 

this remedy of little use when they face a certified appraisal 
district value that exceeds the estimated market value of their 
property. However, adjustments also are permitted for cases 
of incorrect appraisal, multiple appraisals and properties that 
did not exist on the appraisal date (Section 25.25[d][h][c]). For 
taxpayers missing the protest deadline, these provisions may 
provide an effective remedy. Because many taxpayer 
problems involve disputes with the appraisal 
district's estimated value, owners who 
have missed the opportunity to 
present their case for a 
reduced value 
have a

I I~A
UW Vremedy.  

To efficiently 
deal with such problems, 

owners must know about these 
measures and how to proceed.  

Any time the property owner or chief appraiser 
petitions the ARB with a valid motion for correction, the 

ARB can correct the roll. A property owner or the chief 
appraiser may file a motion with the ARB to correct an error 
resulting in an incorrect appraised value. The amount in error 
must exceed the correct appraised value by more than one
third.  

or example, suppose the appraisal district has assigned 
a value of $134,000 to a home when the owner believes 
the property to be worth $100,000. The appraised value 

exceeds the supposed market value by more than $33,333, one
third of the supposed market value. This owner could qualify 
for an adjustment. The owner could search tax office records 
to see if they contain errors. All of the documents in the office 
are public information. However, if the appraisal district's 
value was $130,000, the total error-$30,000-does not 
amount to one-third of the market value of the property.  
Under these circumstances, the owner could not qualify for 
an adjustment.  

To qualify, the required motion must be filed prior to the 
date when the taxes become delinquent. Furthermore, prop
erty owners who protest under this section must pay the 
required taxes before the delinquency date (Section 42.08[b]).  
The amount required to comply with this subsection equals 
the taxes due on the portion of the taxable value not in dispute 
or the amount of taxes imposed on the property in the pre
ceding year, whichever is greater.  
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Taxes become delinquent on February 1 in the year follow
ing the assessment. Thus, taxes based on January 1, 1996, and 
assessed in October 1996 became delinquent on February 1, 
1997. Failure to file before the delinquency date causes the 
property owner to forfeit the right to proceed with a protest.  

The appraisal district or the ARB may not agree with the 
taxpayer's evaluation of the situation. Appraisal district staff 
may deem the value assigned to the property to be correct or 
not excessive by the one-third requirement. Property owners 
must be prepared to prove the market value to the ARB.  
Furthermore, owners must demonstrate that the appraised 
value used by the district exceeds that market value by one
third or more.  

The chief appraiser must present a motion to the ARB to 
correct the appraisal roll for clerical errors that do affect tax 

liability and multiple appraisals and proper
ties that did not exist on the appraisal 

date (Section 215.25[c]). The 
correction can oc

cur as long

&

as five years after the January 1 assessment date for the year 
the mistake occurred, even when taxes have not been paid.  
TNWF owever, either the chief appraiser or the taxpayer may 

present a motion to rectify an incorrect value that 
exceeds the proper value by more than one-third 

(Section 25.25[d]). Thus, the taxpayer can press for a hearing 
even when the chief appraiser does not agree with the taxpayer's 
estimate of market value, but the motion must take place 
before the taxes become delinquent. This requirement essen
tially limits such appeals to a seven-month window between 
August and February. In those cases, the ARB must decide 
which value should remain on the tax roll.  

After a valid petition is presented, the code requires the ARB 
to hold a hearing to determine if the appraised value exceeds 
the correct value by more than one-third. During the hearing, 
taxpayers and appraisal district staff members each present 
their cases, and the ARB assigns a value. If the ARB agrees 
with the taxpayer, the adjusted value will replace the originally 
certified value, thereby reducing tax liability. Otherwise, the 
original value-and tax liability-remain.  

To avoid a continuing series of protests by property owners, 
the appraisal roll may not be changed if the property has been 

the subject of a completed protest filed by the prop
erty owner under Chapter 41 (Section 25.25[d]).  

In addition, those cases in which the 
original appraised value re

sulted from a written 
S11_ agreement

00#
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Important Dates in the Tax Calendar Year 
January 1 Date that determines taxable and exemption status 

April 14 Last day for property owners to file renditions 

May 31 Deadline for filing written protests to the appraisal review board 
(or by the 3 0 th day after a notice of appraised value is mailed to 
the property owner, whichever is later) 

October 1-31 Period tax bills usually are mailed 

January 31 Last day to pay property taxes without penalty and interest 
of following 
year

VA
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between the property owner and the appraisal district can not 
be protested under Section 25.25(d).  

This provision bars owners from carrying on a protest after 
they have exhausted normal legal remedies. Despite this 
limitation, Texas courts have ruled that the ARB must have 
ruled on the protest filed under 
Chapter 41 before an owner for
feits the right to Section 25.25(d) By exte 
relief. Thus, if a property owner 
files a protest under Chapter 41 
and withdraws before obtaining a deal ne 
decision, the owner can seek relief 
later under section 25.25(d).  

Owners who gain corrections errors, 
under section 25.25(d) must pay 
each affected taxing unit a late
correction penalty of 10 percent p operty t 
of the tax amount based on the p 
correct appraised value. This O2 ait provision penalizes the owner for 
filing under Section 25.25(d) in
stead of using the more timely taxp 
remedies in Chapter 41. Language 
in the statute clearly indicates that 
Section 25.25(d) was intended to permit a late appraisal protest 
but prevent multiple adjudication of a protested appraisal.  

Court Cases and Taxpayer Errors 
Finally, the appraisal roll also may be changed if the prop

erty owner and the chief appraiser file a joint motion under 
section 25.25(h). To comply with this subsection, the ARB 

must issue a written order correcting the error that resulted 
in an incorrect appraised value. The joint motion 

must be filed prior to the date the taxes 
become delinquent, February 1 in 

the year following the 
assessment.

r 

th 
a' 
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Corrections are allowed when the appraisal district has 
performed multiple appraisals on a property in the same tax 
year (Section 25.25[c][2]). No appellate cases have defined 
multiple appraisals, but the term generally refers to a double 
assessment when the property is listed more than once in the 

same year.  
Changes are permitted when di go the the roll contains a property that 

does not exist as described in 
the appraisal roll (Section 

COrrc t g 25.25(c][3]). Property covered by 
c e this section either does not exist 

in the form or at the location e Texas listed on the appraisal roll. Ac
cording to Texas courts, form 
does not refer to the use of the system is property but to its physical 

all description.  

tble for When a person acquires prop
erty after January 1, the new 
owner can file any motion al

%yer , lowed under Section 25.25 to 
the previous owner if the filing 
deadline has not passed. Fur

thermore, if ownership of a protested property changes before 
the decision, the new owner can proceed in the same manner 
as the original property owner who filed the motion.  

Most property tax protests and appeals occur under the 
auspices of Chapters 41 and 42 before the ARB or district 
courts. Section 25.25 does provide for changes in the appraisal 
roll, however, for errors that emerge after protest and appeal 
deadlines. By extending the deadline for correcting errors, this 
section makes the Texas property tax system more equitable 
for all taxpayers. The increasing complexity of the property 
tax system and historically high effective tax rates have en
hanced the importance of Section 25.25. 9 

Gillland is a research economist and Jordan a graduate research assistant 
with the Real Estate Center at Texas A&M Universitm.
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Built to Su't

Single-Tenant Retail Construction 
will re-lease the

By David G. Etter and Wayne E. Etter Single-tenant retail buildings continue to be financed and 

developed in many U.S. towns and cities. What factors 
explain their popularity with retailers and with those 

developing, financing and investing in them? What special risk 
should lenders and equity investors consider when they finance 
and invest in these properties? 

Many free-standing retail buildings occupied by national 
firms are actually owned by institutional or individual inves
tors. Some developers specialize in constructing single-tenant 
retail buildings for particular retailers; they sell the completed, 
leased property to investors.  

The reason these retailers prefer to lease rather than to own 
a building is simple: retailers want to capture and maintain 
market share. This re
quires them to enter new 
markets and to retain 
present markets by build
ing new stores. In addi
tion to the cost of acquir
ing the land and con
structing the building, prepared 
each new store requires 
considerable investment 
in inventory, furniture and p opert th 
fixtures.  

Because retailers do 
not have unlimited finan
cial resources, they let o negative 
others undertake the land 
acquisition and construc
tion. This enables a re-

tO 

e(

payment and assumes the responsibility for 
paying some or all of the building's operat
ing expenses. The owner may or may not 
be responsible for roof and structural main
tenance. This is usually called a triple-net 
lease. The annual lease payment may or may 
not remain constant during the term of the 
lease. At the end of the lease, the investor 

building to the tenant at the rent initially
agreed upon, secure a new tenant or sell the building.  

From the investor's viewpoint, leasing the building to a 
national credit tenant under the terms of a long-term, triple
net lease provides a highly predictable cash flow during the 
life of the lease. Many investors consider such an arrangement 
to be low-risk because of the reduced probability that the 
tenant will fail to pay the lease payment as agreed. Another 
advantage for the investor is that this arrangement eliminates 
the usual property management problems-such as vacancy 
and rent collection-associated with the ownership of multi
tenant retail centers.  

From the lender's viewpoint, financing acquisition and 
construction for a national credit tenant may result in a low
risk loan. First, if the tenant has an excellent credit rating, 
the risk that the tenant will default on the lease payment to 

the investor is reduced.  
This, in turn, reduces the 
possibility that the inves
tor will default on the wr m ust be loan payments. Thus, the 
tenant's credit rating has 
a direct effect on the mort

No see the gage terms available to the 
investor.  

Second, the mortgage 

u per o loan is usually amortized 
during the term of the 
lease. This lets the lender 

Cav Ih avoid any risk that the 
S investor will be unable to 

service the mortgage be
cause of an inability to re
lease or sell the property

tailer to open more stores. Implicit in this choice is the at the end of the primary lease period.  
expectation that profits will be larger if the retailer operates 
more leased stores rather than fewer owned stores. Example Investment 

Typically, single-tenant retail buildings are occupied under A typical property that might be purch 
a long-term lease. The lease term may be as long as 20 years; investor in the 30 percent tax bracket il 
during this time, the tenant pays the owner a fixed-lease and risks of investing in single-tenant r 
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ased by an individual 
lustrates the benefits 
detail buildings leased
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by a national credit retail tenant under the terms of a 20-year, 
triple-net lease. The annual lease payment is $143,989. Other 
project data are: 

Building cost $ 639,100 (39.5-year depreciation) 
Land cost 629,526 
Total cost $1,268,626 
Mortgage loan 1,141,763 (20-year maturity, 9.35 percent) 
Equity investment $ 126,863 

With these data, the first year's estimated before-tax-cash 
flow (BTCF) and after-tax cash flow (ATCF) are calculated as 
follows:

Lease payment 
Interest 
Depreciation 
Taxable income 
Tax rate 
Income tax 

Lease payment 
Mortgage payment 
Before-tax cash flow 
Income tax 
After-tax cash flow

$143,989 
-106,755 

-16,180 
$ 21,054 

.30 
$ 6,316 

$143,989 

-128,211 
$ 15,778 

-6,316 
$ 9,462

Using this information and the planned initial equity invest
ment, the investor can then calculate the first year's expected 
before- and after-tax return on initial equity.

Before-tax cash flow 
Initial equity 

After-tax cash flow 
Initial equity

= 15,778 = 12.44 percent 
$126,863 

= 9,462 = 7.46 percent 
$126,863

Investment Risks and Opportunities 
ith a level lease payment and decreasing interest 
deductions, each year's taxable income and tax liabil
ity increases. Eventually, the mortgage payment plus 

the tax liability exceeds the annual lease payment and a 
negative ATCF results. With periodic increases in the lease 
payment, this effect will be delayed or avoided. For the ex
ample investment, this begins in the twelfth year and continues 
through the lease's end in the twentieth year.

Lease payment 
Mortgage payment 
Before-tax cash flow 
Income tax 
After-tax cash flow

Twelfth Year 
$143,989 
-128,211 
$ 15,778 

-17,085 
$ -1,307

Twentieth Year 
$143,989 
-128,211 
$ 15,778 

-35,054 
$-19,276

The lease payment, the mortgage payment, the interest 
deduction and the depreciation deduction are fixed at the 
transaction's inception; thus, these amounts are contractual 
and/or outside the investor's control after the initiation of the 
agreement. The investor's tax rate might change, but it could 
increase as well as decrease.  A although the before-tax and after-tax returns on initial 

equity in the first year are attractive, negative ATCFs 
in the twelfth through the twentieth years could be 

an unwelcome prospect for an individual investor and the 
lender. The investor will need to contribute additional funds 
in each of those years to pay the mortgage payment and the 
income tax due. Thus, similar to many real estate investments 
made in the 1980s, the investment will require "feeding." 
With eight years remaining on the lease and a fixed annual lease 
payment, it might be difficult for the investor to sell or 
refinance the property; therefore, the investor must be pre
pared to see the property through the period of negative cash 
flow. The investor's ability to do so should be carefully evalu
ated by the lender.  

The property's reversion value is another significant con
sideration for the investor. Usually, if only the property's 
annual ATCFs are used to calculate the property's internal rate 
of return (IRR), the IRR will probably be negative because, at 
a positive discount rate, the present value of only the annual 
ATCFs is nearly always less than the equity investment. For 
the example investment, the IRR without consideration of the 
property's reversion value is -4.8 percent.  

The property's value at the end of the 20-year lease will be 
the primary determinant of whether or not the investor will 
receive a satisfactory rate of return. The property's reversion 
value is unlikely to decline to the point that the IRR will be 
negative, but if the property shows even a modest annual value 
increase during the 20-year holding period, the investor's IRR 
will be attractive. A moderate or a large increase in value 
makes the investor's IRR exceptionally attractive. Using prop
erty reversion growth rates ranging from -2 percent to +2 
percent to illustrate this possibility, the following after-tax 
IRRs were calculated for the example investment.

Property value growth rate (percent) 
-2 
-1 
0 

+1 
+2

IRR (percent) 
11.41 
12.25 
13.13 
14.04 
14.98

Accordingly, the investor should evaluate carefully the 
property's prospects for appreciation during the holding pe
riod, even if the intention is to re-lease the property at the 
end of the holding period-the future lease rate will have to 
reflect the property's higher value at the end of the initial lease 
period.  

Because the property's appreciation contributes significantly 
to a successful investment, an investor might develop a strat
egy that emphasizes acquiring properties with high growth 
potential. Strong retail tenants will seek prime locations with 
high market potential. Such locations will be on major traffic 
arteries, near regional shopping malls and in established shop
ping areas. Likewise, an investor will want to avoid properties 
in mediocre locations that have little growth potential.  

While forecasting 20 years ahead is difficult, properties in 
rural or smaller communities or those located away from a 
community's principal shopping areas might be expected to 
have less appreciation potential; some may even decline in 
value. E 
David G. Etter is director of real estate acquisitions for Commercial 
Net Lease Realty, Inc., Orlando, Florida. Dr. Wayne E. Etter is 
a professor with the Real Estate Center and of finance at Texas 
A&M University. David is Wayne's son.
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By Steve H. Murdock 

exas' population has increased 
more than any other state's dur
ing the 1990s, according to year

end estimates for 1996 from the U.S.  
Bureau of the Census. As a result, real 
estate markets may continue to grow, 
although some population components 
show signs of a slowdown. These bear 
watching.  

Texas population was 19.1 million as 
of July 1, 1996. This represents a 2.1 
million increase from 1990, slightly 
larger than the numerical change in 
California's population. Florida is the 
only other state increasing by more than 
a million persons. The Texas' share of 
national growth is disproportionate to 
its size-the increase translates to 12.6 
percent of the nation's total growth 
during the decade.  

The 1990-96 increase of 12.6 percent 
made it the tenth fastest growing state 
in the nation in percentage terms.  
Nevada grew fastest in percentage 
terms-33.4. Arizona increased 20.8 
percent. Although nine states showed 
larger percentage increases than Texas, 
their numerical changes were compara
tively small. Most other fast-growth 
states are relatively smaller than the 
Lone Star State.  

Texas growth rates differ dramatically 
from the mid- to late 1980s. For ex
ample, Texas population increased by 
only 0.3 percent from 1987 to 1988, and 
during several years in the latter part of 
the 1980s, only a large number of births 
offset net outmigration. During that 
period, Texas population was growing 
about one-third as fast as the U.S. popu
lation. In the 1990s, Texas' growth rate 
has been more than 88 percent higher.  

Many large states are growing slowly.  
New York population increased by only 
1.1 percent, Pennsylvania by only 1.5 
percent. Illinois, Ohio and New Jersey 
all showed 1990-96 increases of between 
3 and 4 percent.  

This decade, Texas has increased an 
average of 344,000 per year. Although 
Texas patterns show slowing growth 
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compared to the two preceding years, a 
continued 1995-96 growth rate of 1.7 
percent would double the state's popu
lation in roughly 37 years.  

These patterns bode well for real estate 
markets, and continued growth in such 
markets can be expected. At least one 
aspect of the most recent growth pat
terns, however, suggests that the 1990s 
growth may be slowing. Texas growth 
this decade has resulted primarily from 
natural increase with 1.2 million per
sons, or 55.2 percent of all growth result
ing from natural increase.  

International immigration accounted 
for 491,931 new residents or 23 percent 
of the growth (see table). Domestic 
inmigration accounted for 466,970 or 
21.8 percent. This growth shows a larger 
proportion of migration than occurred 
during the 1980s when roughly two
thirds of all growth resulted from natu
ral increase.  

Provisions of the 1990 Immigration 
Act, which substantially increased im
migration during the first half of the 
1990s, may produce slower immigration 
rates. More important for real estate is

the fact that domestic inmigration may 
be slowing.  

Although data for any single year must 
be viewed cautiously, data for the 1990s 
show that net domestic inmigration was 
between 93,000 and 101,000 for each of 
the years from 1992 to 1995 but only 
57,461 for 1995-96. Because inmigrants 
from other states are a primary source 
of growth in real estate markets, contin
ued slowdown could dampen demand 
for real estate. Additional data will be 
necessary to determine whether this is 
a short-term deviation from the pattern 
of extensive inmigration or an indica
tion of a pattern of slowing growth.  

Overall, however, Texas' relatively 
extensive natural increase coupled with 
migration should lead to continued 
growth. In fact, the 1996 data suggest 
that Texas will likely enter the twenty
first century with more than 20 million 
people, even if growth slows. 9 

Dr. Murdock is a research fellow with the Real 
Estate Center and chief demographer of the Texas 
State DataCenter, Departmentof RuralSociology, 
at Texas A&M University.

Texas Population Growth 1990-96 
and Projected Population in 2000 

Net 
Natural International Domestic Total 

Population Births Deaths Increase Immigration Migration Change 

1990 16,986,335 - - - -- 

1991** 17,366,958 393,243 154,266 238,977 82,304 59,342 380,623 
1992 17,697,419 321,162 128,566 192,596 79,409 58,456 330,461 
1993 18,865,397 321,169 131,783 189,386 84,946 93,646 367,978 
1994 18,433,735 322,596 136,888 185,708 81,545 101,085 368,338 
1995 18,801,380 327,842 136,541 191,301 79,364 96,980 367,645 
1996 19,128,261 323,376 138,319 185,057 84,363 57,461 326,881 
2000*** 20,387,396 

Total Period, 
1990-96 - 2,009,388 826,363 1,183,025 491,931 466,970 2,141,926 
1990-2000 - - - - - 3,400,926 

Population value for 1990 is for April 1, 1990; all other values are for July 1 of the year indicated.  
Changes in 1990-91 are for a 15-month period from April 1, 1990, to July 1, 1991; all other change values are 
for 12-month periods.  
Projected assuming 1995-96 growth rate of 1.7 percent continues from July 1, 1996, to April 1, 2000.  

Source: Derived from U.S. Census Bureau Population Estimates by the Texas State Data Center, Department 
of Rural Sociology, Texas A&M University.  
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By Judon Fambrough

exas' growing population has in
creased the demand for smaller 
tracts of land. As land is divided 

and subdivided, access to the individual 
parcels becomes a problem. Purchasers 
may find it difficult, if not impossible, 
to access their land.  

The 74 h Texas Legislature addressed 
this issue. County commissioners are 
now authorized to condemn easements 
for landlocked property owners in rural 
areas (Texas Transportation Code, Chap
ter 251).  

Various ways both private and public 
easements arise and how they terminate 
are covered in the Real Estate Center's 
report, Easements in Texas. Knowledge 
of the rules is important, but knowing 
how they apply and interact in real life 
situations is critical.  

For instance, the difference between 
an easement in gross and one that is 
appurtenant confuses many. An ease
ment in gross is a personal right to cross 
another's land. The right can not be 
assigned nor otherwise transferred. It 
resembles a license in many respects 
because ordinarily it can be unilaterally 
revoked by the grantor, especially if, 
granted orally.  

An appurtenant easement, on the other 
hand, attaches to a tract of land. Whoever 

owns a particular tract has the right to 
cross another's land for access. The tract 
being crossed is known as the servient 
estate. The tract being served is known 
as the dominant estate.  

Because easements are an interest in 
land, the statute of frauds requires the 
agreement or transfer to be in writing.  
Even so, easements may arise by impli
cation, prescription, estoppel or public 
dedication without being in writing.  
However, the party claiming an ease
ment by one of the exceptions may have 
to resort to a judicial process known as 
a declaratory judgment to claim it.  

Before buying Texas land, purchasers 
should make sure the property is served 
by a valid, enforceable easement. The 
sellers'use of an access route for the past 
50 years does not necessarily indicate a 
valid easement.

Many people mistakenly belieie that 
the use of an access for ten continuous 
years creates a prescriptive easement.  
Prescriptive easements are created in 
much the same way as title to land is 
acquired by adverse possession. The use 
(or access) must begin and continue 
without actual or implied permission 
from the servient estate owner. Many 
older. easements, not of record, began 
orally as easements in gross with the 
consent of the servient owner. These can 
never develop into prescriptive ease
ruents.  

just as adverse use can mature into a 
prescriptive easement, interruption of 
the use by adverse possession can termi
nate an easement. The following example 
illustrates how this might happen.  

Art buys land with an appurtenant 
easement of record. Brad, the owner of 

the servient tract, built a garage across 
the easement several years ago. Because 
of the blockage, Brad granted Art oral 
permission to construct an easement at 
an alternate location.  

Twelve years later Brad sells the tract 
to Charles. Charles wants to terminate 
the easement to Art because it is in gross.  
It is not prescriptive because it began 
with Brad's consent. If Charles can ter
minate the easement, Art's tract will be 
landlocked because the garage blocking 
the appurtenant easement terminated 
that easement after ten years.  

Art may not be without recourse, 
though. Texas recognizes an implied 
easement created when the property 
blocking Art's entrance was, at one 
time, under common ownership. Also, 
under the circumstances, Art may be 
able to claim an easement by estoppel,
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regardless of the possibility of an im
plied easement.  

An easement by estoppel is created 
when the: 

e acts or expressions of the grantor 
(servient tenant) indicate the existence, 
creation or conveyance of an ease
ment and 

* grantees (dominant tenant) rely on 
the acts or expressions to their det
riment- i.e., expend time and money 
constructing an easement or purchase 
land assuming the easement exists.  

Under these conditions, the law le
gally prevents (estops) the servient ten
ant from denying the existence of the 
easement. Easements by estoppel across 
another's land may be acquired verbally, 
assuming the two conditions mentioned 
previously are met.  

Finally, purchasers must realize that 
not all appurtenant easements of record 
are enforceable. Two good examples are 
easements crossing foreclosed property 
and easements granted by one cotentant.  

According to Texas case law, a fore
closing lienholder gets title as it existed 
when the lien was executed. For this 
reason, an easement granted across the 
servient estate after a lien was created 
terminates with foreclosure. The only 
exceptions are when the lienholder con
sents or ratifies the easement.  

One cotenant's granting an easement 
does not bind the other cotenants ac
cording to Texas case law. Without con
sent or subsequent ratification, one co
tenant can not impose an easement upon 
co-owned property in favor of a third 
party.  

Consequently, purchasers need to 
check ownership of the servient estate 
for both liens and cotenancies when the 
appurtenant easement was granted. If 
either existed, further inquiry may be 
dictated.  

For more information, use the order 
form on p. 24 to obtain copies of Center 
publications: "Don't Fence Me In" and 
Easements in Texas.  

This article is for information only.  
For specific legal advice, consult an 
attorney. [ 

Fambrough is an attorney, member of the State 
Bar of Texas and senior lecturer with the Real 
Estate Center at Texas A&M University.  
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Tax Deductions 

Depreciating Land Costs
By Jerrold J. Stern 

In general, the cost of land can not 
be written off for tax purposes until 
the land is sold. Yet, under certain 

conditions, some land improvement 

Depreciable land 
improvements are 
written off 9n 15 y

costs can be depreciated over 15 years.  
These depreciation deductions can pro
vide substantial tax savings.  

Tax Savings 
Assume $1.5 million is paid for vari

ous land improvement costs by a 
developer-investor who has a 40 percent 
marginal tax rate. If these costs are 
depreciable, the developer-investor saves 
$40,000 in income taxes each year for 15 
years, or $600,000 in total. The tax 
savings are computed as follows: 

$1,500,000 depreciable cost $100,000 

15 years deductio 

x 40 perce 

= $40,000 
per year 

x 15 years 

= $600,000 
in total 

While this example illustrates straight-lin 
accelerated depreciation also is allowable.

In contrast, if the land improvement 
costs are not depreciable, the $1.5 mil
lion cost reduces taxable gain when the 
land is sold. This also will provide 
$600,000 in tax savings (40 percent of 
$1.5 million) but not until the land is 
sold. If land is never sold (i.e., bequeathed

to heirs), the owner realizes no tax benefit.  
If the land is sold many years in the 
future, the present value of the tax sav
ings is small in today's dollars.  

General Rule 
for Depreciable Costs 

The general rule followed by the IRS 
and the courts is that land improvement 
costs incurred after initial clearing and 
grading, such as excavating and final 
grading, are subject to depreciation if 
they are "directly associated with build

ings" rather than "in
extricably associated 

depreciation with land." The under
n per year lying requirement for 

treating improvements 
nt tax rate as directly associated 

with buildings is that 
tax savings the improvements 

would normally be re
placed (or their cost 
incurred again) if the 
building is replaced.  

tax savings Initial land clearing, 
initial grading and 

e depreciation, other improvements 
necessary to make 
the land permanently

suitable for any type of structure are 
considered inextricably associated with 
the land, making the costs nondepre
ciable. These latter improvements last 
indefinitely. They do not have a limited 
useful life and are, therefore, not de
preciable for tax purposes.  

Depreciable Land 
Improvements 

Landscaping, shrubs, ornamental 
trees, fences, sewers, irrigation sys
tems, sidewalks, roads and other 
paved surfaces are depreciable if they 
will be destroyed when the building 
is replaced. Roads and trails of a 
cattle ranch leading to stables and 
other improvements are depreciable.  

Grading and shaping land to carve 
out spaces for pads, patios and road
beds for a particular mobile-home 
park were held to be depreciable costs 
because any other future use of the 
land would require removal of the 
pads and patios as well as reshaping 
the land.  

Building up, filling and grading for 
roads and a parking lot for a particu
lar racetrack were held to be depre
ciable because of their direct associa
tion with the racing activity. The 

land improvements would not be suit
able for other uses.  

Costs of designing and constructing 
lagoons are depreciable. Excavating water 
canals and dredging canals and slips were 
held to be depreciable if the "asset is 
actually exhausting and such exhaustion 
is susceptible of measurement." 

Careful Analyses 
When land improvements are contem

plated, careful analyses should be per
formed to segregate costs into depre
ciable and nondepreciable categories.  
Maintaining two separate accounts on 
the taxpayer's books will help substan
tiate the taxpayer's intentions. Both 
accounts should be separate from any 
building accounts, because buildings are 
depreciable over 32 to 40 years while 
depreciable land improvements are writ
ten off in 15 years.  

The best way for taxpayers to take 
advantage of depreciating land improve
ments is to seek the advice of a tax 
accountant or attorney. O 

Dr. Stern is a research fellow with the Real Estate 
Center at Texas A&M University and a professor 
of accounting in the Graduate School of Business 
at Indiana University.
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The Seventh Annual Outlook 
for Texas Rural Land Markets is 
scheduled for May 12 at Texas 
A&M University.  

Six presentations will be of
fered during the one-day pro
gram sponsored by the Real

Estate Center. Topics include 
the "State of the Economy," 
"Information Superhighway," 
"Agricultural Policy," "Real 
Estate Research," "Water 
Policy Issues" and "Texas Land 
Markets." 

Advance registration is re
quired, and the cost is $60 per 
person. The price includes 
parking and lunch. All sessions 
will be held in Room 159 of 
the Wehner Building on the 
university's west campus. Park
ing instructions will be included 
with a confirmation letter.  

Reservations for the confer
ence must be made by April 
28. A full refund will be made 
if requested by May 7. After 
that date, a $30 cancellation 
fee will be charged.

Continuing Education Unit 
(CEU) credit has been re
quested for those attending 
this conference from the fol
lowing organizations: Texas 
State Board of Public Accoun
tancy, American Society of Ap
praisers, Institute of Property 
Taxation, Board of Tax Pro
fessional Examiners, Texas 
A&M University, American 
Society of Farm Managers and 
Rural Appraisers, Texas Real 
Estate Commission and Texas 
Appraiser Licensing and 
Certification.  

For more information or to 
register for the conference, 
contact Margaret Benedict at 
the Real Estate Center at 409
845-9691 (voice) or 409-845
0460 (fax).

Housing: A Powerful Economic Force

According to the National Association of 
Home Builders (NAHB), single-family and mul
tifamily construction plus remodeling account 
for about 4 percent of the nation's total eco
nomic activity, or more than $230 billion 
annually.  

Housing is a vital sector of local, state and 
national economies, creating jobs and generat
ing taxes and wages that enhance the quality of 
life. NAHB says the construction of 1,000 single
family homes generates: 

* 2,448 jobs in construction and 
related industries 

e approximately $75 million 
in wages and more than $37 
million in federal, state and 
local tax revenues and fees.  

Housing's economic impact 
does not end when the home is 
sold, and the new owners move 
in. In fact, housing continues to Autom 
be an economic force long after 
the sale is closed.  

In the first 12 months after Source: 
purchasing a newly built home, 
owners spend an average of Ad V 
$6,500 to furnish, decorate and 
improve their homes. Buyers of 
existing homes spend $2,268 
more than nonmoving 
homeowners during the year af
ter purchasing.  

New homebuyers are more 
likely to spend their money on 
improvements such as landscap
ing, decks, patios, fences and 
driveways. Those who buy an 
existing home are more likely 
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to spend money on remodeling, plumbing 
repairs and heating or air conditioning. Both 
groups spend on appliances, food and entertain
ment and higher automobile operating expenses 
as a result of shopping and eating out.  

Of the $6,500 spent by new homebuyers, 70 
percent is for home furnishings and property 
alterations. The most commonly purchased 
furnishings include household decorations, lin
ens, furniture and mattresses.  

Spending by New Homebuyers 
in First Year after Purchase 

Category Dollar Amount 

Property alterations $2,475 
Furnishings 2,177 

Food and entertainment 977 
Appliances 529 

obile operating expenses 316 
Total $6,475 

National Association of Home Builders

alorem Tax Seminar Future Programs 
The Real Estate Center has estab

lished a formal relationship with an ad 
valorem tax expert to insure the con
tinuation of its highly successful tax 
seminar series.  

Roy G. Martin, Jr., director of ad 
valorem tax for Valero Energy Corpo
ration in San Antonio, will assist with 
the planning and development of future 
lad valorem tax seminars for the Center 
on law and oil and gas refineries.

0 Join 
Texas 

Commercial 
Real Estate 
List Server 
Interested in commer

cial real estate? The Real 
Estate Center has started 
a new commercial real es
tate mailing list (list server) 
for Texas licensees. The e
mail discussion group al
lows members to commu
nicate with one another 
regarding commercial real 
estate.  

As with all automated 
mailing lists, there are two 
addresses. First, there is the 
subscription address-the 
address to which subscribe 
and unsubscribe com
mands are sent. That ad
dress is listserver 
@recenter. tanu.edu.  

Second, there is the list 
name address-the address 
to which messages are sent 
that will be read by all list 
members. That address is 
t x c o m@ r e c e n t e r.  
tamu.edu.  

To subscribe, send 
e-mail to listserver 
@recenter.tam.edu with 
no subject and only the 
following one-line mes
sage (omit the brackets): 

Subscribe txcom [name] 
[Texas license number] 

For example, if John 
Doe with Texas license 
number 999999 wants to 
subscribe, the one-line 
message he sends is: sub
scribe txcom John Doe 
999999.  

To unsubscribe, send 
e-mail to listserver 
@recenter.tamu.edu with 
no subject and only the 
following one-line mes
sage: unsubscribe txcom 

Communicating with 
discussion group mem
bers. After subscribing, 
send and reply to all e
mail communication with 
the group to txcom 
@recenter.tamu. edu.  
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CALL TOLL-FREE FOR FASTEST DELIVERY 1-800-244-2144 

REAL Method 
ESTATEo"m I heck/Money Order 

C E TER IIJ MasterCard EJ Visa IJ Discover American Express 

Publications, Real Estate Center Account no.  

Texas A&M University Expiration date Signature 
College Station, Texas 77843-2115 
Voice: 409-845-2031 - FAX 409-845-0460 Telephone Print name 

Quantity Title No. Price Total 

U XXV: Real Estate Center Annual Report, 1995-96 NEW TG- 1151 FREE 

U Easements in Texas TG-422 $3/$4.50 

_ Q "Landlocked Property" TG-947 $2/$2.50 

_ Impact of the Federal Wetlands Act on Real Estate TG-964 $5/$10 

_ The Effect of Environmental Law in Real Estate 
Transactions TG-1043 $3/$4.50 __ 

_ Texas Property Taxes, 1982-93 TG-1056 $3/$5 

J "Buy or Lease? Commercial Property Decisions" TG-1064 $2/$2.50 

_ "Texas Real Estate in 2030" TG-1086 $2/$2.50 

J Endangered Species Act: Impact on Texas Rural 
Land Values TG-1091 $2.50/$5 

J "Negotiate for Homebuyers with Property Tax 
Problems" TG-1103 $2/$2.50 

__ "In Search of Down-to-Earth Answers" TG-1116 $2/$2.50 

Q "Population Growth: Texas Leads Nation" TG-1128 $2/$2.50 

J "Don't Fence Me In" TG-1130 $2/$2.50 __ 

Q One-year nonlicensee subscription package (Tierra 
Grande, Letter of the Law and Trends) TG-700 $30 

[ One-of-Everything* TG-533 $250/$500 
*(One copy of every active publication in Center inventory-technical Texas Residents add reports, special publications, references, directories. Would cost more 
than $365 if purchased separately ($730 outside Texas). Not included 8.25% sales tax 
are quarterlies and reprints.) Total 

When two prices are listed, Texas residents pay the lower price.  

In a hurry? Use your credit card, and FAX your order to 409-845-0460.  

Ship to: ADDRESS CHANGE 
Or, incorrect address? 
Please indicate the correct 
address on this form; 
include your broker or 
salesperson license 
number. Attach the mailing 
label from the back cover 
with the old or incorrect 
address.  

[ Business or I Home address? [ Broker or LSalesperson License No.  

Answers to Texas Licensing Test 
1. False 2. True 3. True 4. False 5. False 6. False 7. True 8. False 9. False 10. False
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Obtaining a Texas Real Estate License 
By Judon Fambrough 

Technical Report 1149 Texas residents $3 Nonresidents $4 

Fambrough discusses the most recent requirements and outlines the step
by-step process leading to licensure. He explains the provisions of the Real 
Estate License Act, the role of the Texas Real Estate Commission and the 
general qualifications. The focus is on the salesman license specifically. Of 
particular interest are the detailed descriptions of educational 
requirements and how the commission evaluates courses and hours as well 
as how and where to take the licensing exam. Copies of the commission's 
required forms include the recently revised SL-5 (formerly SL-4) 
"Application for a Real Estate Salesman License." 
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