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 City Council Meeting 

December 13, 2005

Agenda Item Transmittal

Agenda Item #:          
3

Agenda Title: 
Consider Resolution R05-32 granting a sales tax rebate to Burrows Cabinets, Inc.

Council Action to be taken: 
Approve, Deny, or Table

Initiating Department:  
City Manager/Community Development

Staff Contact: 

Frank Salvato/Bob van Til
	1. INTRODUCTION/PURPOSE


The purpose of this item is to consider a resolution granting Burrows Cabinets, Inc a sales tax rebate.

	2. DESCRIPTION/ JUSTIFICATION


a) Background

Burrows Cabinets, Inc. is a cabinet-maker for custom homes. Their main facility is located between Hutto and Round Rock in the ETJ. The TEDC and the City have worked with the Company to relocate them to Taylor for quite some time. The Company’s intent is to acquire a larger space to accommodate their growing business. The Company, owned principally by Mr. Sherman Burrows, is interested in purchasing the Texwood Building located at 1353 W 2nd. Street. To assist with the relocation, the Company requested assistance from both the TEDC and the City. 

b) Issues and Analysis

As a manufacturer, only a small portion of the Company’s total sales is subject to sales tax. The Company represented to the TEDC that it anticipates its total sales to grow from $12,000,000 to over $85,000,000 over the next ten years. Of those sales, approximately 33% is subject to sales tax, according to the Company’s owner.

The sales tax rebate agreement is structured so that the Company could receive 50 percent of a portion of the sales tax it would pay to the City back over a period of 5 years. As you know, the local sales tax is comprised of .5% for the EDC, 1.0% to the City for general revenue purposes, and .5% to the City for property tax reduction, for a total of 2.0%.  The only portion of the sales tax subject to the rebate agreement is the 1.5% (excluding the percentage allocated back to the City for property tax relief).

	3. FINANCIAL/BUDGET


The five-year agreement will save the Company an estimated $230,000. The TEDC and the City (for the 1.0%, .5% for economic development, and the .5% for property tax relief) will receive an estimated $384,000 over the same time period.

	4. TIMELINE CONSIDERATIONS


The Company plans to close on the building on December 15, 2005.

	5. RECOMMENDATION


Staff recommends that the Council approve Resolution R05-32.

	6. REFERENCE FILES 


3a  Resolution R05-32
3b  Sales Tax agreement
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