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Third Amendment to the Sales Tax Rebate Agreement with Pugi of 
Chicagoland

Enza Petrarca
Village Attorney

SYNOPSIS

A resolution has been prepared to approve a third amendment to the Sales Tax Rebate Agreement between 
the Village of Downers Grove and Downers Grove Imports, Ltd. d/b/a Pugi of Chicagoland.

STRATEGIC PLAN ALIGNMENT

The goals for 2017-2019 include Strong and Diverse Local Economy.  

FISCAL IMPACT

During the 5-year period when sales tax rebates will be provided (2024-2028), the Pugi dealerships are 
projected to generate an average of $820,000 per year in gross sales tax revenue to the Village. The 
projected average annual rebate payment is $35,000 with a net average annual Village revenue of $785,000.

RECOMMENDATION

Approval on the Active Agenda of December 5, 2017.

BACKGROUND

The Village entered into a sales tax rebate agreement with Pugi of Chicagoland in 2005 to provide incentives 
to operate a Volkswagen dealership within Downers Grove. Pugi of Chicagoland now operates three 
dealerships in Downers Grove: Volkswagen (2020 Ogden Ave), Mazda (1850 Ogden Ave) and Hyundai (1866 
Ogden Ave). The agreement was amended in 2009 and 2011. The original agreement and the amendments 
are summarized below.

Pugi is making improvements to the existing Mazda dealership and the parking lots serving the automobile 
dealerships.

Third Amendment (2017)
The proposed third amendment to the sales tax rebate agreement requires Pugi to make improvements to the 
Mazda dealership and the parking lots as depicted on the concept plans attached to the agreement, by not later 
than December 31, 2018.  The term of the sales tax rebates would be extended by five years, during which 
that time period (January 1, 2024 – December 31, 2028) the Village would rebate 50% of the sales tax revenue 
generated by the dealerships above the base sales tax revenue amount. The base sales tax revenue amount 
shall be the amount of sales tax generated by the dealerships in 2023. Pugi will be required to continue to 
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operate the three dealerships through December 31, 2033 or will be required to make repayments of the 
incentive payments. 

Key Terms

 Pugi shall complete the improvements to the Mazda building as shown on the building 
improvement concept plans and complete the improvements to the parking lot as shown on the 
approved parking lot plans.

 Pugi shall complete the improvements no later than December 31, 2018.
 Pugi shall continue to operate the dealerships until December 31, 2033 and shall be subject to the 

reimbursement payments in the current agreement as they may be revised to comport with the 
revised term of the agreement.

 For the period of January 1, 2024 through December 31, 2028, the Village shall rebate 50% of the 
sales tax revenue generated by the dealerships above the base sales tax revenue amount. The base 
sales tax revenue amount shall be the amount of sales tax revenue generated by the dealerships in 
2023.

 All other terms and conditions in the existing agreement shall remain in full force and effect.

2005 Agreement
In 2005, the Village entered into a sales tax rebate agreement with Pugi of Chicagoland. The agreement states, 
among other things that:

 The Village shall rebate a portion of the sales tax revenue generated by Pugi for a period of seven 
years (no rebate for sales tax revenue up to $27,000,000, 50% rebate for sales tax revenue between 
$270,000 and $800,000, and 25% rebate for sales tax revenue above $800,000).

 Pugi shall continue to operate the dealership for a period of not less than 10 years from the effective 
date of the agreement. 

 In the event Pugi fails to continue to operate the dealership per the terms of the agreement, Pugi shall 
reimburse the Village according to a specific schedule 

 Years 1 through 3 - 100% of the rebate payments
 Years 4 through 5 – 75% of the rebate payments
 Years 5 through 10 – 50% of the rebate payments

First Amendment (2009)
In 2009, the Village approved an amendment to the agreement which included the following key terms: 

 Extended the term of the rebate payments from seven years to twelve years.
 Extended the requirement for Pugi to operate the dealership from ten years to fifteen years. 
 Required Pugi to reimburse the Village in an amount equal to 25% of the rebate payments for years 

10 through 15 in the event that Pugi fails to operate the dealership
 Deleted the letter of credit submittal requirement.

Second Amendment (2011)
In 2011, the Village approved an amendment to the agreement which included the following key terms: 

 Required Pugi to purchase the property at 1866 Ogden Avenue
 Required Pugi to make improvements to the property at 1866 Ogden Avenue (Hyundai), including 

bringing all signage into conformance with Village Code by December 31, 2011. 
 Required Pugi to make improvements to the property at 2020 Ogden Avenue, including bringing all 

signage into conformance with Village Code, closing an existing curb cut and increasing the amount 
of greenspace located on the site, by no later than December 31, 2012.

RES 2017-7590 Page 2 of 16



 Required Pugi to operate all three dealerships until December 31, 2026 or pay back the tax rebate 
payments on the following schedule

o If Pugi or an approved successor fails to continue to operate during:
 Year 1 through 7: 100% of the Incentive Payment
 Year 8 through 12: 75% of the Incentive Payment
 Year 13 through 18: 50% of the Incentive Payment
 Year 19 through December 31, 2026 – 25% of the Incentive Payment

ATTACHMENTS

Resolution
Third Amendment to the Sales Tax Rebate Agreement
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RESOLUTION NO. _____

A RESOLUTION AUTHORIZING EXECUTION OF A 
THIRD AMENDMENT TO THE SALES TAX REBATE AGREEMENT 

BETWEEN THE VILLAGE OF DOWNERS GROVE AND 
DOWNERS GROVE IMPORTS, LTD. D/B/A PUGI OF CHICAGOLAND

BE IT RESOLVED by the Village Council of the Village of Downers Grove, DuPage County, 

Illinois, as follows:

1. That the form and substance of a certain Third Amendment to Sales Tax Rebate 

Agreement (the "Agreement"), between the Village of Downers Grove (the "Village") and Downers 

Grove Imports, Ltd. d/b/a Pugi of Chicagoland ("Pugi"), as set forth in the form of the Agreement 

submitted to this meeting with the recommendation of the Village Manager, is hereby approved.

2. That the Mayor and Village Clerk are hereby respectively authorized and directed for and 

on behalf of the Village to execute, attest, seal and deliver the Agreement, substantially in the form 

approved in the foregoing paragraph of this Resolution, together with such changes as the Manager shall 

deem necessary.

3. That the proper officials, agents and employees of the Village are hereby authorized and 

directed to take such further action as they may deem necessary or appropriate to perform all obligations 

and commitments of the Village in accordance with the provisions of the Agreement.

4. That all resolutions or parts of resolutions in conflict with the provisions of this 

Resolution are hereby repealed.

5. That this Resolution shall be in full force and effect from and after its passage as 

provided by law.

                                                   
Mayor

Passed:
Attest:                                                    
                Village Clerk
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