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SUMMARY

The Supreme Court of Texas held that Texas Property Code § 51.003 applies to a lender’s deficiency

claim even when the lender calculates damages using the property’s later resale price rather than the

foreclosure sale price. The Court held that the statute’s fair-market-value provision permits

consideration of a later sales price, actual holding costs, and costs of sale, and that legally sufficient

evidence supported the trial court’s value finding. The Court reversed the court of appeals’ judgment

and remanded for consideration of factual-sufficiency challenges and attorney’s fees.
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After the trial court entered judgment for PlainsCapital Bank on its
deficiency and attorney-fee claims, the court of appeals reversed and
remanded. The Supreme Court of Texas granted review, reversed the
court of appeals' judgment, and remanded to that court for further

proceedings.

Statutory interpretation was reviewed de novo. The Court applied
legal-sufficiency principles to Martin's challenge to the trial court's
fair-market-value finding because Martin bore the burden of proof.
The trial court's evidentiary determination concerning the calculation

of statutory fair market value was reviewed for abuse of discretion.
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QUESTIONS PRESENTED

1. Whether Texas Property Code section 51.003 applies when a lender seeks recovery after foreclosure but
calculates its damages using amounts other than the precise difference between the secured debt and the

foreclosure sale price.

2. Whether the phrase "fair market value" in section 51.003 requires the historical willing-seller/willing-
buyer definition or permits consideration of the evidence categories specifically listed in section

51.003(b), including a later resale price and actual post-foreclosure costs.

3. Whether the trial court abused its discretion or lacked legally sufficient evidence to calculate the
property's section 51.003 fair market value using the later resale price and actual holding and sale costs.

4. Whether Martin's factual-sufficiency challenges to the Bank's holding and sale costs and challenges to

the attorney-fee award should be considered by the court of appeals on remand.

HOLDINGS

1. Section 51.003 applies whenever a borrower is sued after real property is sold at a foreclosure sale under
section 51.002 and judgment is sought because the foreclosure sale price was less than the amount owed,

even if the lender calculates its damages using amounts that vary from the precise foreclosure sale price.

2. The phrase "fair market value" in section 51.003 means the historical willing-seller/willing-buyer
definition as modified by the categories of evidence that section 51.003(b) authorizes the trial court to
consider.

3. The trial court did not abuse its discretion by considering the property's later $599,000 sale price and
deducting the Bank's actual holding costs and costs of sale in determining section 51.003 fair market

value.

4. Martin's factual-sufficiency challenges concerning the Bank's holding and sale costs and the unresolved

attorney-fee issue must be remanded to the court of appeals for consideration.

KEY QUOTATIONS

“Rather, it means the historical definition as modified by evidence § 51.003(b) authorizes the trial court to

consider in its discretion, to the extent such evidence is not subsumed in the historical definition.” (at 560-61)

“It would allow lenders to bypass the carefully crafted deficiency judgment statute with its two-year
limitations period and other protections for borrowers and creditors by simply suing the borrower for some
amount other than the difference between the amount of the secured debt and the exact foreclosure sales

price.” (at 557-58)



“We conclude that the trial court did not abuse its discretion by calculating the property’s fair market value
using the $599,000 future sales price, not applying a discount to reduce the price further, and deducting
PlainsCapital’s actual holding costs of $75,376.41 and actual sales costs of $45,907.04.” (at 565)

FACTUAL BACKGROUND

William Martin borrowed money from PlainsCapital Bank in 2006 to construct a house and secured the loan
with a deed of trust. After Martin defaulted, the Bank foreclosed and purchased the property for $539,000, less
than the secured debt. The Bank later sold the property for $599,000, and Martin sought an offset under Texas
Property Code section 51.003 based on an asserted foreclosure-date fair market value of $825,000. The trial
court calculated a statutory fair market value of $477,715.65 using the later sale price and actual holding and

sale costs, and found that Martin was not entitled to an offset.

PROCEDURAL HISTORY

Martin defaulted on a construction loan, and PlainsCapital foreclosed on property securing the loan. The trial
court held that Texas Property Code section 51.003 did not apply and awarded the Bank damages and attorney's
fees, while alternatively finding that Martin was not entitled to an offset. The court of appeals held that section
51.003 applied, interpreted its fair-market-value provision under the historical willing-seller/willing-buyer
definition, and remanded. The Supreme Court reversed and remanded to the court of appeals to reconsider the
case in light of its interpretation of section 51.003 and to address unresolved factual-sufficiency and attorney-fee

issues.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The case was remanded to the Court of Appeals for the Fifth District of Texas to reconsider the case in light of
the Supreme Court's holding that section 51.003 permits consideration of a future sales price and actual holding

and sale costs, to address Martin's factual-sufficiency challenges to those costs, and to consider the attorney-fee
issue.
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