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A
V�UHVHDUFKHUV�FRQWLQXH�WR�GHEDWH�
KRZ� PDUNHW� FRQGLWLRQV� D�HFW�
the value of commercial real 

HVWDWH��RQH�WKLQJ� LV�FHUWDLQ��$SSUDLVDO�
districts across Texas are recalculat-
LQJ�WD[DEOH�SURSHUW\�YDOXHV��7R�HQVXUH�
fair tax assessments, it is crucial for 
UHWDLO�SURSHUW\�RZQHUV�WR�PRQLWRU�GH-
PRJUDSKLF�DQG�WHFKQRORJLFDO�FKDQJHV�
WKDW�FDQ�GLVUXSW�UHWDLOHUV·�VDOHV�DQG�D�
VKRSSLQJ�FHQWHU·V�RYHUDOO�LQFRPH�SR-
tential.
+HUH� DUH� D� IHZ� SRLQWV� IRU� WD[SD\-
HUV�WR�EURDFK�ZKHQ�KHOSLQJ�DVVHVVRUV�
GHWHUPLQH� FRUUHFW� WD[DEOH� SURSHUW\�
value.
&RQVXPHUV� VSHQW� PRUH� RQ� GLQLQJ�
RXW�WKDQ�DW�WKH�JURFHU\�VWRUH�ODVW�\HDU��
D� KLVWRULFDO� ÀUVW�� DFFRUGLQJ� WR� 0DU-
FXV� DQG�0LOOLFKDS·V� �����8�6�� 5HWDLO�
,QYHVWPHQW� )RUHFDVW�� :LWK� PLOOHQQL-
DOV� GLQLQJ� RXW�PRUH� WKDQ� RWKHU� DJH�
JURXSV��WKLV�WUHQG�ZLOO�OLNHO\�FRQWLQXH�
6RPH�ODQGORUGV�DUH�VKLIWLQJ�WKH�EDO-
DQFH� RI� VWRUHV�� UHVWDXUDQWV� DQG� EDUV�
at their properties to lure millennial 
shoppers. 
&RQYHUVHO\��FKDQJLQJ�FRQVXPHU�GH-
PDQG�LV�ZHLJKLQJ�RQ�RXWGDWHG�VKRS-
SLQJ� FHQWHUV� WKDW� UHTXLUH� VLJQLÀFDQW�
renovation to remain relevant. Even 
ZLWK�WKH�ULJKW�XSGDWHV��D�FHQWHU�FRXOG�
VX�HU� IURP� H[WHUQDO�REVROHVFHQFH��RU�
conditions outside the property that 
reduce its value.

Millennial Impact
7KH�JURZLQJ� LQÁXHQFH�RI�PLOOHQQL-

als has also increased demand for con-
venience commerce. 
%XVLQHVVHV� VXFK� DV� ,QVWDFDUW� QRZ�
HQDEOH� FRQVXPHUV� LQ� VRPH� PDUNHWV�
WR� RUGHU� JURFHULHV� DQG� JRRGV� GLUHFW-
O\� IURP� PDMRU� JURFHU\� FKDLQV� XVLQJ�
VPDUWSKRQHV��WR�EH�GHOLYHUHG�WR�WKHLU�
home in as little as one hour.

E-commerce companies are adapt-
LQJ�VHUYLFHV�WKDW�ZHUH�RQFH�DFFHVVLEOH�
RQO\� LQ� D� UHWDLO� VSDFH� DQG�GHOLYHULQJ�
those conveniences to the consumer. 
(QWUHSUHQHXUV� KDYH� DOUHDG\� EHJXQ�
WR� H[SHULPHQW� ZLWK� PRELOH� VHUYLFHV�
UDQJLQJ� IURP� GRJ� JURRPLQJ�� PDQL-
FXUHV��KDLU�VW\OLQJ�DQG�HYHQ�PDVVDJH�
therapy.
$V�WKH�DYDLODELOLW\�RI�VHUYLFHV�JURZV�
LQ� VWHS� ZLWK� PLOOHQQLDOV·� GLVSRVDEOH�
LQFRPH�� RZQHUV� RI� VKRSSLQJ� FHQWHUV�
R�HULQJ� VLPLODU� VHUYLFHV� PD\� VHH� D�
GHFUHDVH�LQ�IRRW�WUD�F�ZLWKLQ�WKHLU�GH-
velopments. 
6KRSSLQJ�FHQWHUV�ZLWK� WHQDQWV� WKDW�

cannot adapt to this service delivery 
PRGHO�PD\�EH�H[SRVHG� WR�VLJQLÀFDQW�
vacancy risk. 

Adapting to the Market
0DQ\�QDWLRQDO�UHWDLOHUV�DGDSWLQJ�WR�
H�FRPPHUFH�JURZWK�KDYH�DQQRXQFHG�

store closures in 
2016. Many of these 
retailers are invest-
LQJ�VLJQLÀFDQW�FDSL-
tal into their omni-
channel platform, 
VXJJHVWLQJ� WKDW�
additional store 
closures are still to 
come. 
:LWK� WKH� FRQ-
WLQXHG� JURZWK� RI�
e-commerce, some 
LQGXVWU\� REVHUYHUV�
EHOLHYH� WKDW� UHWDLO-
HUV�ZLOO�UHGXFH�WKH�VL]H�RI�WKHLU�VKRZ-
URRPV� RU� VDOHV� ÁRRUV� WR� DOORZ�PRUH�
VTXDUH� IRRWDJH� IRU�ZDUHKRXVH� IXOÀOO-
ment space. 
0RUH�ZDUHKRXVH�VSDFH�ZRXOG�DOORZ�

retailers to process merchandise for 
SLFNXS�RU�GHOLYHU\�ZLWKRXW�LQWHUIHULQJ�
ZLWK�WKH�VKRSSLQJ�VSDFH�IRU�FXVWRPHU�
IRRW�WUD�F��

In this scenario, market rental rates 
WKDW�UHSUHVHQW�SDUW�VKRZURRP�DQG�SDUW�
ZDUHKRXVH�VSDFH�ZRXOG�EH�DSSURSUL-
DWH�IRU�DVVHVVRUV�WR�XVH�ZKHQ�DSSO\LQJ�
the income approach to value.

Adapting to Change
7D[SD\HUV�PXVW�DOZD\V�HQVXUH�WKDW�

assessors use correct rates and values 
DV� FRPSDUDEOHV��RWKHUZLVH� WKH� DVVHV-
sor could reach an improper value. 

Additionally, as retailers across the 
QDWLRQ� FRQWLQXH� WR� H[SHULPHQW� ZLWK�
smaller store footprints, assessors 
must consider the potential for that 
trend to reduce the market value of 
ODUJH� ER[HV� DQG� LQOLQH� VSDFHV�� ZLWK�
D� FRUUHVSRQGLQJ� LPSDFW� RQ� SURSHUW\�
values. 
6KLIWLQJ� GHPRJUDSKLFV�� WKH� HYROX-

tion of convenience commerce and 
UHWDLOHUV·� DGDSWDWLRQ� WR� H�FRPPHUFH�
can profoundly increase or decrease a 
UHWDLO�SURSHUW\·V�YDOXH��

These trends demand that asses-
VRUV� FDUHIXOO\� DQDO\]H� D� SURSHUW\·V�
LQGLYLGXDO� FKDUDFWHULVWLFV� DV� ZHOO� DV�
WKH�PDUNHW�DUHD� LQ�ZKLFK� WKH� VXEMHFW�
is located.
$SSDUHO�WHQDQWV�PD\�EH�WKH�PRVW�DW�
ULVN�RI�ORVLQJ�VDOHV��EXW�ODQGORUGV�PXVW�
DOVR�FRQVLGHU�WKH�YLDELOLW\�RI�RWKHU�WHQ-
ants that could occupy the retail space 
at market rents. 

The assessor should consider this 
XQFHUWDLQW\�ZKHQ�VHOHFWLQJ�FDSLWDOL]D-
WLRQ�UDWHV��$OVR�GLVFXVV�ZLWK�WKH�DVVHV-
VRU�\HDU�RYHU�\HDU�FKDQJHV�LQ�LQFRPH�
and expenses, and in tenant health, 
ZLWKLQ�WKH�VXEMHFW�SURSHUW\��
%\�SURWHVWLQJ�SURSHUW\� WD[HV�� ODQG-
ORUGV� FDQ� SDVV� DQ\� WD[� VDYLQJV� RQWR�
WKHLU�WHQDQWV��ZKR�W\SLFDOO\�UHLPEXUVH�
WKH� ODQGORUG� IRU� WD[HV��GHSHQGLQJ�RQ�
the terms of the lease. In addition, a 

VXFFHVVIXO�WD[�SURWHVW�PD\�HQDEOH�WKH�
ODQGORUG�WR�TXRWH�ORZHU�RSHUDWLQJ�H[-
SHQVHV��ZKLFK�FDQ�KHOS�DWWUDFW�DQG�UH-
tain retailers.

Correct analysis can identify any 
REVROHVFHQFH�WKDW�PD\�H[LVW��HQDEOLQJ�
WKH�DVVHVVRU�WR�DGMXVW�WD[DEOH�YDOXH�DF-
FRUGLQJO\��
$QG�ZLWK�D�PRUH�DFFXUDWH�SLFWXUH�RI�
WKH�SURSHUW\·V�PDUNHWDELOLW\��WKH�DVVHV-
VRU�ZLOO�EH�LQ�D�EHWWHU�SRVLWLRQ�WR�MXGJH�
proper market rents, vacancy and col-
lection loss, and capitalization rates. 

2QO\� ZLWK� DOO� WKHVH� HVVHQWLDO� SLHFHV�
can the assessor correctly determine a 
UHWDLO�SURSHUW\·V�WD[DEOH�YDOXH���
 

Kirk Garza is an MAI and licensed Texas 

Property Tax Consultant with the Texas law 

firm Popp Hutcheson, PLLC. The firm devotes 

its practice to the representation of taxpay-

ers in property tax disputes and is the Texas 

member of the American Property Tax Counsel 

(APTC), the national affiliation of property 

tax attorneys. Garza can be reached at kirk.

garza@property-tax.com.

PROPERTY TAXES AND THE GROWING MILLENNIAL 

IMPACT ON THE RETAIL SECTOR 
By Kirk Garza

Kirk Garza
Popp Hutcheson 

PLLC

• Direct access to I-10, 35 miles to Downtown Houston, 

 2 miles of frontage. Superb access to Austin, San Antonio, 

 and the Rio Grande Valley.
 

• Proximity to Port of Houston turning basin (44 miles); 

 International Airports (Bush and Hobby, 45 miles); and 

 Houston Executive Airport (2 miles).
 

• All utilities and draining on site, including natural gas 

 35 kv electrical line.
 

• Access to great labor draw within 30 minutes. 

 Work-force: 266,858       Distribution employment: 8,213

 Manufacturing employment: 43,788.
 

• Great corporate neighbors: Rooms-to-Go, Medline, Weatherford, 

 Cameron and Igloo located in the energy corridor.
 

• Potential incentives: property tax abatement, reduction of assessed 

 value, Freeport exemptions, and employee transit benefits.
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