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Ed Blackburn: Welcome to the Texas Rural Land News & Review, a new media show about the 
news, trends and issues affecting rural land in Texas.  I'm your host, Ed Blackburn.  This is one of a 
series of interviews where we focus on what impact wind energy is having on rural land values.  I have 
asked a number of land brokers and land appraisers, landowners, politicians, and academics to comment 
as to whether or not there is indeed an impact on land value due to the presence of wind turbines on a 
given property.  While each episode begins with my asking the same question, the conversation 
frequently turns to other issues regarding wind energy in Texas. 
 
Gene Rhodes grew up in Raymondville, Texas.  After his schooling, he joined the renowned Henry S. 
Miller Company in Dallas as a real estate appraiser and eventually headed up the appraisal department 
for the company.  Mr. Rhodes is now the principal in Gene Rhodes & Associates.  His many years of 
appraisal practice have provided such a broad range of experience that his advice is highly sought after 
by even the most seasoned appraisers and real estate counselors.  He proudly holds an MAI designation. 
 
Gene, does the presence of wind turbines on a given farm or ranch property enhance or detract from that 
property's market value? 
 
Gene Rhodes: Well, Ed, it definitely enhances the value of the property.  I think that a lot of 
landowners are opting for these wind farms, the placement of these wind turbines on their land and I can't 
imagine that they'd be doing that if there wasn't some measurable benefit to them to do that. 
 
Ed Blackburn: Well, you and I had a conversation in the past about this and just simply the 
income stream would indicate that that particular property would be enhanced in its market value.  The 
other side of the coin or I guess an ancillary to that is the question that I have put to some of the other 
interviewees is what about a neighboring property that doesn't have wind turbines and taking to some 
consideration maybe the scenic value that a property might enjoy or not enjoy depending upon where you 
are? 
 
Gene Rhodes: Well, certainly, an interesting question and I think it's one that we could spend 
some time discussing because, you know, the property that has the wind turbines on it is definitely 
benefiting from the income stream and the property that's sitting next door to it, for example, that doesn't 
have the benefit of the wind turbines could very well it seems to me actually suffer from the fact that the 
neighbor has a wind turbine on his land because it could in fact significantly alter the scenic beauty of his 
particular piece of land.  Now, that might not apply in every case, but that could certainly happen and I 
think that there's a possibility that the neighbor that doesn't have the wind turbines could actually suffer 
from his neighbor's turbines on his land. 
 
Ed Blackburn: In the appraiser's vernacular, what would that be called? 
 
Gene Rhodes: Well, that would be called unfortunate. 
 
Ed Blackburn: That's not anything like external obsolescence or some of that stuff that you all 
write down on all those appraisals that you write? 



 
Gene Rhodes: Well, in fact it would be external obsolescence.  That's exactly what it would be in 
appraisal terminology. 
 
Ed Blackburn: Well, since you are such an active appraiser and have as much experience as 
you do, how would you go about trying to determine -- how would you value the loss in market value on a 
neighboring property, say, if you had that situation where one property has wind turbines and the 
neighboring property did not? 
 
Gene Rhodes: Well, obviously, what we've got at this point is a situation where we're kind of in 
the very early stages of having to deal with these types of issues.  What you'd really want to do would be 
to have a fairly good size database of sales transactions where you could do a paired sales analysis and 
we're not going to have those for awhile, but you would be able to measure the effect through a careful 
analysis. 
 
Ed Blackburn: Let's back up a little bit and talk about the property that does have the wind 
turbines on it.  If that property -- you and I had talked a little bit about the bundle of rights in the 
subsurface value, minerals value if you will, the surface value, and now we're having to content with the 
air rights I guess.  I believe that you were leading me in a direction in one of our conversations that you 
were trying to make a comparison of what the surface would be alone and then add to it the royalty or 
income stream based on the wind turbines' presence on the property. 
 
Gene Rhodes: Yes.  If we're talking about a piece of property that has wind turbines as the lease 
agreement and we can identify the income stream, we can do a present work analysis through a 
discounting process and calculate fairly reasonably what the present worth would benefit from the income 
stream grabbed by the wind turbines.  Now, the other side of the coin is I believe that there is definitely 
some form of damages coming into play with the surface portion of the land.  I don't suppose you alter the 
subsurface rights because these energy companies, the wind energy companies, I guess they're not 
really concerned about that; but what happens it seems to me is that the land owner is going to suffer 
damages in several different respects.  One, he is going to lose a portion of his productive land because 
these turbines have to have pads and there have to be access, all weather access roads built in I 
suppose so that these energy companies can come in and service the turbine.  So, you are going to lose 
some productive capacity and on top of that, you may have hunting leases.  Now, I'm not really sure 
exactly how these turbines might affect a good hunting lease, but I do know that having been a deer 
hunter most of my life, [unintelligible] animals and so they may initially get their patterns disrupted and it 
could impact the hunting leases for perhaps the first year probably at the most, but after that I think the 
animals will become accustomed without paying attention to those things, but then you got the issue of 
the scenic beauty.  I'm a big lover of the Texas countryside and to me every piece of land has a certain 
element of beauty to it.  One of the reasons why people buy the land in addition to the productive capacity 
and potential for value enhancement is the ability to go sit out on their porch and enjoy the scenic vistas 
out the coast of the valleys and the hills and so if one day they got this pristine view and the next day that 
view is interrupted by wind turbines everywhere, then obviously a lot of that value goes away.  So, the 
basic process it would seem to me is that you can calculate the present worth of that income stream from 
the lease fairly reasonably, but the difficulties are going to be in kind of judge the damages that accrued in 
the land because of those wind turbines and that I think is going to get you back to some sort of -- you'd 
have to do a paired sales analysis once the data is available and of course that's going to take a while. 
 



Ed Blackburn: Well, let me put through what might be a difficult question to you.  If you were 
called upon to do an appraisal on a property today that had wind energy generation on it, how would you 
go about valuing that property? 
 
Gene Rhodes: Well, I would first of all get a copy of the lease agreement for the wind turbines 
because you would want to know exactly what that income stream is going to be spread out over 
whatever the lease is and there maybe options involved, but certainly you are going to concentrate on the 
primary terms of that lease and then you would want to judge the financial strength of that energy 
consumption.  If it's General Electric, for example, you can pretty well count on the fact you're going to get 
your income, but if it's Gene Rhodes Electric Company, I'd say you're at a great amount of risk.  So, you 
want to know things because that's going to judge the discount rate that you use.  If you've got a sure 
income stream, then you're probably going to use the discount rate down like a bond yield on a high credit 
kind of a tenant.  If they're not too financially strong, you might have to use a yield rate like what you'd get 
on a junk barn or something on that order.  Anyway, that would be the first step and once you know that, 
then I think you could fairly well calculate the value that is attributed to that lease and then you're left 
facing the potential damages that we already discussed.  Until we get a database of comparable sales to 
where you can get a paired sales analysis, I think the appraisers are probably going to have a fairly 
difficult time and are probably going to be called upon to make some subjective judgments about certain -
- especially the impact of these turbines on the aesthetic beauty of the land.  You can fairly well measure 
the damages due to the loss in productive capacity because you can measure the amount of land that is 
lost to these pads and the access roads and that sort of thing and adapt that you probably got too much 
of a loss from your hunting lease, but perhaps some because, again, the area is going to be diminished 
by access roads and pads and that sort of thing. 
 
Ed Blackburn: Well, I'm sure you're looking forward to that very first assignment that maybe 
coming your way next week to tackle this sort of question, right? 
 
Gene Rhodes: Well, I always enjoy challenges and obviously, Ed, these sorts of issues will be 
challenges that an appraiser is going to have to pay. 
 
Ed Blackburn: Well, Gene, is there anything else you'd like to add to this conversation before we 
wind down? 
 
Gene Rhodes: Well, not really, and I think you've asked some very interesting questions and I 
think it's an issue that we're going to need a lot of input from different thoughts and ideas and that's what 
you're doing here and I think it's a service to all of us. 
 
Ed Blackburn: Gene, thank you very much for your time and hopefully we can visit again, 
maybe not on this subject, but on other appraisal subjects. 
 
Gene Rhodes: Well, I hope so, Ed. 
 
Ed Blackburn: Thank you very much. 
 
Gene Rhodes: Okay, Ed.  Thank you and have a good day. 
 
This episode was brought to you by The Stinson Dewhurst Foundation, dedicated to supporting and 
promoting new media as the mode of communication and entertainment for the 21st century.  Thanks for 
listening.  For the Texas Rural Land News & Review, I'm Ed Blackburn. 


