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COUNCIL WORKSHOP ITEM

ITEM: Economic Development Agreement
DATE: May 17, 2001
PREPARED BY: Steve Rockwell, Director of Economic Development
PURPOSE: A 50% Sales Tax Sharing Agreement to Frys Electronics, Inc

DISCUSSION:

 THE HISTORY OF FRY'S ELECTRONICS, INC.

Fry's Electronics, Inc. was founded in 1985 in Sunnyvale, California in a 20,000 square foot
location by the three Fry brothers, John, Randy, and Dave, and Kathy Kolder. Fry's is a closely
held private company, and all of the founders are actively involved in the daily operation of the
business.

Fry's was founded as a Silicon Valley retail electronics store to provide a one-stop-shopping
environment for the hi-tech professional. Fry's has been keeping hi-tech professionals supplied
with products representing the latest technological trends and advances in the personal computer
marketplace for almost 15 years. Fry's retails over 50,000 electronics items within each store,
now totaling 17. There are currently 6 stores in Northern California and 6 stores in Southern
California, 2 stores in Texas, 1 store in Oregon and 2 stores in Arizona. The stores range in size
from 50,000 to over 180,000 square feet.

Each store carries its own unique theme. In Northern California, Sunnyvale reflects the history of
the Silicon Valley. Palo Alto steps straight out of the old wild, wild west. Campbell's ancient
Egyptian theme has a 20-foot sphinx and King Tut tombs. Fremont's 1893 World's Fair theme is
a flashback to the first city powered by electricity. San Jose pays tribute to the first astronomers,
the Mayans, with settings from Chichenitza. In Southern California, Fountain Valley hails the
ruins of ancient Rome, complete with a flowing aqueduct. Manhattan Beach takes you to Tahiti
with sculpted lava tiki heads and its own rain forest. Woodland Hills is a page out of Lewis
Carroll's Alice in Wonderland storybook, with 10 to 15-foot high figurines of the story
characters. Anaheim places you on the NASA flight deck for the Endeavor Space Shuttle,
complete with launches on big screens all weekend long. Burbank pulls you back in time to the
1950's with a retro-space theme from Hollywood, complete with little green Martians and Gort,
the robot. Dallas allows you to experience the Lazy-K ranch, complete with a herd of longhorn
cattle. Currently, as of this printing, Sacramento and San Diego, California; Tempe, Arizona;
Wilsonville, Oregon; and Arlington, Texas are all works in progress.

Fry's services the hi-tech professional by focusing on our motto of always providing each
customer with fast, friendly, courteous service. Fry's has become the place where a technical
customer can shop with confidence and comfort. All of Fry's stores sell, service, and support
computer hardware and software products, I.C.'s, components and accessories, as well as audio,
video, and telecommunication products, and appliances.
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Proposed Project

Frys plans to enter the Chicagoland market in the very near future. Fry’s is seriously
contemplating its options to open its first store in this market in Downers Grove. Frys is in
discussions with the landowner, Electec LP of San Jose, who bought the property from Auto
Nation in late February. Fry is proposing to bring a vibrant and substantial retail development to
replace the closed Auto Nation facility.

This potential Downers Grove store will be erected on the site where Auto Nation is now. The
current facility would first be demolished. On the southern part of the site, Fry’s would propose
concept plans for a 144,000 square foot retail facility. Additionally, Frys would support the sale
of the portion of the twenty-three (23) acre site to other users, including a hotel, a restaurant
and/or an office building.

ATTACHMENTS:
1) Economic Development Commission Incentive Matrix Scoring (12/27/00)
2) Cost Benefit Analysis provided by Frys prepared by Strategy Planning Associates of

Schaumburg (by FEDX)
3) Frys Application for Incentives to the EDC (12/21/00)
4) Proposed Frys Electronic Development Agreement

RECOMMENDATION:

The EDC Board reviewed the request for assistance from Frys in December and a few times
since then. Specifically, the EDC determined that Frys’ request for financial assistance Sales Tax
Sharing Agreement to complete the anticipated purchase, demolition and construction of its new
retail complex was validated by the DC Incentive Matrix scoring system utilized for this
purpose. The Incentive Committee, the EDC and the staff all feel that such a sales tax sharing
agreement should be granted.

If Frys locates in Downers Grove, it would make a very substantial investment with a first-class
retail facility. Frys would build a building worth approximately $ 15 million (approximately
$100 per square foot).  Further, Frys proposes to create approximately 350-400 full-time jobs. If
the Village Council agrees with these findings, we would suggest that a resolution adopting this
agreement be considered.
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