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Office of the City Manager
City of Richland Hills, Texas

Memorandum
To: Honorable Mayor Bill Agan and members of the Richland Hills City Council
From:  Eric Strong, City Manager
Date:  September 15", 2015
Subject: Sales Tax Audit

City Council Action Requested:

Consider agreement for Sales Tax Audit

Background Information:

Approximately five years ago, the City conducted a Sales Tax Audit. The purpose of
this audit was to verify that businesses in Richland Hills were reporting their sales tax to
Richland Hills, and not some other agency. The results of that audit were remarkably
positive. We recouped significant funds from businesses that were incorrectly reporting
their sales tax. One of the contributing problems, as you know, is the confusion that
people frequently have between North Richland Hills and Richland Hills.

Since we have seen so many new businesses in the last five years, staff is
recommending that you once again consider a sales tax audit. As such, we put out a
Request for Proposal for the audit services. We only had one response, but it appears
to be from a very qualified firm.

For any sales tax that the firm finds that is currently being reported to other cities, they
will work with the business to get the sales tax redirected to us. They will then get to
collect 30% of the sales tax from that business for a period of 24 months. We will keep
the other 70%. At the end of the two year period, we will get 100% of the sales tax.
The only risk in this proposal is that we will pay them $3,000 to start the process and an

additional $3,000 upon their completion of the work. This will them be deducted from
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the 30% we owe them. However, in the event that they do not recover at least $6,000,
they get to keep that amount as their fee for the work.

It is important to consider that we may not recover anything in this process. Hopefully,
our processes have improved enough that we are now catching all businesses when
they come to the city and ensure that they report correctly. If that proves to be the case,
then we will have paid $6,000 to validate our processes, which staff feels will have been
money well spent.

Staff Contacts:

Eric Strong, City Manager
817-616-3806
estrong@richlandhills.com

Attachments:

RFP response
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