
AGENDA ITEM EXECUTIVE SUMMARY 
Title: Review a Phase I Economic Incentive Application Proposal and Recommendation 

to Direct Staff to Draft Formal Incentive Agreement Documents (Fox Valley 
Volkswagen, LLC.) 

Presenters: Rita Tungare, Director of Community & Economic Development 
Matthew O’Rourke, Economic Development Division Manager 
Christopher Minick, Director of Finance 
Emir Abinion, Fox Valley Volkswagen, LLC. 

Please check appropriate box: 

   Government Operations       Government Services 

X Planning & Development (5/11/2015)    City Council 
 

Estimated Cost:  $1,500,000 Total Incentive Proposal Budgeted:     YES  NO X 

If NO, please explain how item shall be funded: 

See below: 

Executive Summary: 

Background: 
The City has received a Part I Economic Incentive Application from Fox Valley Volkswagen, LLC.  They are the owners of 
the Volkswagen dealership at 560 W. North Ave. in West Chicago.  The applicant has approached staff about relocating this 
existing dealership to St. Charles.  The applicant and owner of the Fox Valley Volkswagen dealership is Emir Abinion.  
Emir owns and operates successful dealerships in the Chicagoland area, including the Buick- GMC dealership in St. 
Charles.   

The details of this new dealership are as follows: 

 Redevelop 6.8 acres and DuPage Expo building into a 39,000 SQ FT dealership and service facility including: 
surrounding parking lots, landscaping, and lighting features. 

 Immediate relocation of 53 full time jobs with an average salary of $62,868.16. 

o The applicant anticipates this to increase to 65 employees within 24 months of the dealership opening. 
 
Proposed Incentive: 
The details of the requested sharing agreement are as follows: 

 The total incentive requested is $1,500,000 for a term of 15 years. 

a) The initial $800,000 of the agreement shall be structured as a loan. 

o This money shall be lent to the applicant with an interest rate to be determined by the City.   

o During this initial period, the City shall collect 100% of the new sales tax generated by the dealership.  25% of 
the sales tax shall go to the City’s general fund.  The remaining 75% shall repay the loan principal and interest.  
This equates to repayment of the initial $800,000 loan and, assuming and interest rate of 6% (which represents 
the current market conditions) $192,866 in interest for a total of $992,866.   

o Should the applicant decide to relocate this dealership before the principal loan balance has been paid off, the 
applicant shall repay the remaining balance of the principal loan back to the City.   

b) The remaining $700,000 of the requested incentive shall be paid through shared sales tax.  The dealership shall 
receive 60% of future sales tax and the remaining 40% shall be retained by the City.   The applicant shall receive 
this share of annual sales tax until the applicant receives the total requested funds ($1,500,000) OR the agreement 
reaches the 15 year term limit.   

Attachments: (please list) 
Proposed DRAFT Term Sheet; Phase I Incentive Application and Supporting Materials; Location Map; Proposed 
Dealership Plans 

Recommendation / Suggested Action (briefly explain): 

Review a Phase I Economic Incentive Application Proposal and Recommendation to Direct Staff to Draft Formal Incentive 
Agreement Documents (Fox Valley Volkswagen, LLC.) 

For office use only: Agenda Item Number:   
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DRAFT 

City of St Charles 
Auto Dealer Economic Incentive  
Business Terms 
May 1, 2015 
 
PURPOSE: 
The purpose of the following proposed DRAFT term sheet is to identify a proposal for an Economic 
Development Incentive to assist the owner of the Fox Valley Volkswagen Dealership to relocate and 
expand into St. Charles, IL.  The existing dealership is located outside City limits and their current site’s 
ability to expand is limited due size constraints.  The relocation of this dealership would result in new 
increased sales for the dealership and additional sales tax revenue for the City of St. Charles.   
 
CONTEMPLATED AMOUNT OF UPFRONT LOAN INCENTIVE:  
To minimize risk, the initial payment will be structured as a loan in the amount of $800,000.  These 
funds are needed to assist with down payment costs for a small business loan to purchase the land and 
construct the new dealership.  This loan will be placed in a construction escrow account and will be draw 
down periodically, as needed, during the approximate 12 month renovation of the site and existing 

structures.   
 
In the event that the dealership decides to leave the St. Charles location and move this business into 
another jurisdiction prior to the full repayment of the initial loan of $800,000, the applicant shall repay 
the initial loan amount of $800,000 less the sum of the initial loan principal already repaid through new 
sales tax generation per the terms of this agreement.   
 
TERM OF INCENTIVE: 
The proposed incentive will have a maximum term of 15 years.   
 
FINANCING COST: 
The proposed interest rate for this loan is 6.00% (Simple Interest Rate Fixed) for the term of the 
agreement.  The City will begin accruing interest on the loan as soon as the applicant seeks a drawdown 
on the initial loan amount.   The City will apply payments to the loan on a monthly basis, as the City 
receives sales tax revenues applicable to the dealership from the State of Illinois.  Financing/interest 
costs will be repaid before any reduction of the $800,000 principal loan is reduced.  In the event the 
revenue stream cannot cover the required interest payment, the amount of unpaid interest will be 
applied to the financing costs due the following month.   
 
SOURCE OF REPAYMENT: 
The source of repayment for the initial loan and interest will be sales taxes generated by the dealership.  
The City will retain the first 25% of sales taxes generated by the dealership and the remaining 75% will 
be pledged and used to repay the upfront incentive loan amount.  The applicable sales tax rate is 1% of 
sales for titled vehicle sales and 2% of parts sold.   
 
SALES TAX SHARING INCENTIVE: 
After repayment of the upfront incentive loan, the City and the Dealership shall share any sales tax 
revenue generated on a 60%‐40% basis for the remainder of the incentive term, or until the maximum 
sales tax sharing amount of $1,500,000 is reached. 
 
 



DRAFT 

MAXIMUM SALES TAX SHARING AMOUNT: 
The maximum sales tax sharing portion of the incentive shall be $700,000 and shall begin after the initial 
loan of $800,000 plus interest is paid in full.   Therefore, the Upfront Loan Incentive and Maximum Sales 
Tax Sharing Amount combined will equal $1,500,000.   The dealership will only be eligible to receive the 
additional $700,000 Maximum Sales Tax sharing portion of the agreement after the initial Upfront Loan 
Incentive of $800,000 plus accrued interest, is paid in full.   
 
At the conclusion of the term of the agreement, the City shall retain 100% of all subsequent sales taxes 
generated by the dealership.  In the event that the maximum sharing amount is not reached prior to the 
expiration of the term of the agreement, the dealership shall forfeit any such deficit of sales tax sharing 
with the City.   
 
Additionally, should the sales tax revenues generated by the dealership be insufficient to amortize the 
upfront incentive payout and interest accruals prior to the expiration of the term of the agreement, the 
dealership shall forfeit any sales tax sharing payments from the City.  The upfront incentive payout 
principal and any accrued interest must be completely and totally amortized for any sales tax sharing 
payments to occur.   
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