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ECONOMIC AND DEVELOPMENT INCENTIVE COMMITTEE 
Fargo, North Dakota 

Regular Meeting Tuesday, August 25, 2026 

The August meeting of the Economic and Development Incentive Committee of the City of Fargo, 
North Dakota was held in the City Commission Room at City Hall at 1:00 p.m., Tuesday, August 25, 
2026. 

The committee members present or absent are: 

Members Present: Commissioner Chad Peterson, Mayor Josh Boschee, Lucas Paper, Matt Schlenvogt, 
John Cosgriff 

Others Present: Jackie Gapp, Robert Wilson, Michael Splonskowski, Joe Raso, Ryan Osseim, Nicole 
Crutchfield, Mark Williams 

Commissioner Peterson called the meeting to order at 1:00 p.m. A roll call was conducted and a quorum 
was established. 

Minutes Approved 

A motion was made to approved July 28, 2026, meeting minutes. Mayor Boschee moved. The 
motion was seconded by Matt Schlenvogt. Motion carries. 

Business Incentives Review Procedures 

• Michael Splonskowski presented a memorandum outlining possible procedures for
reviewing business incentive performance and determining when follow-up or corrective
action may be necessary.

• Review options presented:
o EDIC reviews survey results first, determines whether follow-up is needed and

forwards a recommendation to the City Commission.
o EDIC reviews the results and recommends which recipients require follow-up before

the matter proceeds to the City Commission.
o The City Commission reviews the results first and identifies projects requiring

additional review by EDIC.
o The City Commission conducts the review and determines any necessary follow-up.
o A combination of the proposed approaches or another process developed by the

committee.
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• Questions for consideration included which body should make the initial determination,
whether recipients should appear before both bodies and whether acceptable performance
thresholds should be established.

• Sample scenarios compared promised and actual job creation and wage levels to illustrate
when follow-up may be appropriate.

• Committee discussion:
o Members discussed whether EDIC or the City Commission should conduct the initial

review. Some members favored EDIC reviewing concerns first and making a
recommendation to the City Commission.

o Members supported developing a transparent matrix with defined performance
thresholds to provide consistency and clear expectations for participating
businesses.

o The committee noted that job totals alone may not fully reflect a project's
performance. Wage levels, total compensation, property value, changing economic
conditions and technological changes may also be relevant.

o Members discussed using corrective action or workout plans when a company is
cooperating but has not fully met its projections, rather than automatically ending
an incentive.

o Non-reporting was identified as a serious compliance concern. Members discussed
making continuation of an incentive contingent upon timely annual reporting.

o Staff advised that an incentive may be ended prospectively if requirements are not
met. Recovering taxes previously exempted may be legally and administratively
difficult and could require court action.

o Joe Raso stated the Greater Fargo Moorhead Economic Development Corporation
could work with staff and participating companies before reporting deadlines to
identify concerns early and improve communication.

o Survey responses are expected over the next month. Staff noted that action
affecting the upcoming tax year may need to occur before January 1.

• No formal action was taken. Staff and community partners will continue refining the review
process, reporting requirements, performance thresholds and possible corrective-action
procedures.

Land Development Code and Incentive Project Update 

• Planning Director Nicole Crutchfield reported the latest public draft of the Land
Development Code had been released and related public meetings were underway.

• Committee members asked when EDIC should become involved in incentive discussions
connected to the Land Development Code and Growth Plan.

• Land Development Code discussion:
o Crutchfield stated special assessments involve broader policy, finance, engineering

and administrative considerations and traditionally fall outside EDIC's role.
o Special assessment policy discussions may involve the City Commission, Finance

Department, Engineering Department, City Administration and the Special
Assessment Committee.
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o Following former Planning Director Jim Gilmour's retirement, the Planning,
Assessing and Finance departments are collaborating more closely on applications
involving tax increment financing, payment-in-lieu-of-taxes, urban renewal and
blight.

o The Growth Plan calls for examining how development incentives can support
optimal development. EDIC and the Renaissance Zone Authority will be involved in
that work.

o Staff and consultants are reviewing historical development patterns and incentive
data. Data reconciliation issues remain under review.

o Staff estimated the base zoning and ordinance standards were approximately three
months from completion, with a goal of building consensus by the end of the year.

• Members discussed the need for public education regarding special assessments,
infrastructure costs and the fact that changing the assessment mechanism shifts rather than
eliminates those costs.

• No formal action was taken.

Growth Plan Commercial Redevelopment Policy 

• Crutchfield reintroduced the draft Commercial Redevelopment Policy, which was previously
reviewed in November 2025 and paused while Land Development Code work continued.

• Staff stated a project at 45th Street and Main Avenue may seek redevelopment incentives.
The project includes an existing phase and a possible new housing phase.

• Staff intends to finalize the policy before considering a related project application.
• Committee discussion:

o Members requested clearer definitions and measurable criteria for terms such as
high vacancy so applicants can understand eligibility requirements.

o The committee discussed whether a proposed incentive of up to 10 years would
align with Cass County and Fargo Public Schools policies.

o Cass County and Fargo Public Schools representatives stated their current policies
primarily focus on primary-sector projects and low-income housing.

o The Fargo Public Schools representative agreed to provide the district's current
policy to Crutchfield for distribution to the committee.

o Members expressed support for redevelopment incentives that encourage
reinvestment in established areas of Fargo and help limit unnecessary urban sprawl.

• No formal action was taken. Staff will continue refining the policy and return with an
updated draft.

A motion was made and seconded to adjourn the meeting. Motion carries. 

The meeting was adjourned at 1:59 p.m. 
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Memorandum 
 
 
To: Economic Development Incentives Committee 
From: Michael Splonskowski, City Assessor 
Date: August, 7th 2026 
Subject: Business Incentive Review Procedures 
 
 
Background 
The City of Fargo grants property tax incentives to private entities to enhance opportunities for 
economic growth for the city and its citizens. The City has a duty to its citizens to grant these 
with diligence and discretion, and to gauge the success of these decisions. Since recipients 
benefit from the City’s policies, it is appropriate that they detail their progress to the city for that 
purpose. 
 
For this purpose, a Business Incentive Agreement (BIA) is required to be signed by each 
applicant, indicating the number of jobs and hourly pay they expect to add with the project, and 
agreeing to report annually while the exemption is in place. 
 
Over the last few years, members of the commission have been calling for enhanced tracking of 
the progress of granted incentives as a means of verifying that recipients are fulfilling their 
commitments and to track the success or failure of the endeavors in an effort at transparency to 
the citizens. 
 
There is also a desire for a process by which incentives that are underperforming can be 
reviewed and removed if necessary. The power to remove an incentive is provided in NDCC 40-
57.1-03, with conditions outlined for such action. This power is evident for going forward and 
legal counsel is researching the possibility and practicality of recouping for prior years. Ideally, 
any incentives to be rescinded should be determined before January 1. 
 
Progress 
We worked with the Greater Fargo Moorhead Economic Development Corporation (GFMEDC) 
to set up the tracking software, build and populate the database, formulate, vet and beta test the 
survey. Part of the process involved updating contact information and informing recipients that 
this would be happening going forward.  
 
In May of 2025 the first full survey was sent out. Initial response was incomplete and additional 
time was needed to reach out to non-respondents. The results were conveyed to the EDIC and the 
City Commission later that year. We are about to start our next survey for the current year. 
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Action Items 
A new BIA has been formulated for this purpose and should be reviewed for adoption.  
Additionally, procedures for review and rescindment of property tax incentives need to be 
created. 
 
Enclosed are some proposed procedures for the reporting and verification of granted incentives 
in the event that the commission wants to follow up for more information about an 
underperforming project. Such a follow-up will help to decide if any steps need to be taken, and 
if so, what those steps would be.  
 
 
Sincerely, 
 
 
Michael Splonkskowski 
City Assessor 
 
 
Enclosures:  
 
Addenda A:  Questions and Example Scenarios 
Addenda B:  Business Incentive Review Options 
Addenda C:  Example Letter to Recipient 
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Addenda A: Questions and Potential Scenarios 
 
Questions for consideration: 
 

• Which body – EDIC or City Commission - decides a follow-up is necessary, or do both 
decide separately? 

• Can EDIC recommend no follow-up on an underperforming project? 
• Do recipients have to go before both boards? 
• Do we require a follow-up for every underperforming project or do we establish 

acceptable thresholds? Or is it case by case? 
 
Example Scenarios 
 
Example Case A: 
Business A stated they would have 30 new jobs by year 3, paying $30/hr. They report they have 
25 jobs paying $30/hour, with two years of incentive left. Does this warrant an explanation to 
the committee/commission? 
 
Example Case B: 
Business B stated they would have 30 new jobs by year 3, paying $30/hr. They report they have 
25 jobs paying $33/hour, with two years of incentive left. Is this close enough that the EDIC 
could say this is close enough to the mark, and no explanation is needed? 
 
Example Case C: 
Business A stated they would have 30 new jobs by year 3, paying $30/hr. They report they have 
20 jobs paying $25/hour, with two years of incentive left. Is this an automatic follow-up? 
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Addenda B: Business Incentive Review Options 
 
Process Option 1 (Both Review, EDIC First): 

1. Present the report to EDIC 
2. EDIC determines if follow-up is necessary 
3. Inform recipient of required follow-up 
4. Recipient follow-up with EDIC 
5. Recommendation to commission 
6. Present report to commission 
7. Commission determines if a follow-up is necessary 
8. Inform recipient of required follow-up 
9. Recipients follow up with Commission 
10. Commission decision  

 
Process Option 2 (EDIC Recommendation Only): 

1. Present the report to EDIC 
2. EDIC determines if follow-up is necessary 
3. Inform recipient of required follow-up 
4. Recipient follow-up with EDIC 
5. Recommendation to commission, Commission only does follow-ups on EDIC 

recommendation 
6. Inform recipient of required follow-up with commission 
7. Present report to commission 
8. Recipients follow up with Commission 
9. Commission decision  

 
Process Option 3 (Both Review, Commission First): 

1. Present the report to commission 
2. Commission determines if a follow-up is necessary 
3. Inform recipient of required follow-up with EDIC and Commission 
4. Recipient follow-up with EDIC 
5. Recommendation to commission 
6. Inform recipient of required follow-up with commission 
7. Recipients follow up with Commission 
8. Commission decision  

 
Process Option 4 (City Commission Only): 

1. Present the report to commission 
2. Commission determines if a follow-up is necessary –  

a. Motion: Direct city staff to notify the recipient(s) that the Commission has 
reviewed information concerning performance under their incentive 
agreement and has identified an apparent shortfall in one or more incentive 
obligations. Direct staff to invite the recipient(s) to attend a future 
Commission meeting to provide information concerning their performance 
and respond to questions from the Commission. 

3. Inform recipient of required follow-up with Commission 
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4. Recipients follow up with Commission 
5. Commission decision  

 
Process Option 5 (Combination of above) 
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Addenda C:  Example Letter to Recipient 
 
Re: Notice Regarding Property Tax Incentive Agreement 
 
Dear [Recipient Name]: 
 
At its meeting on [Date], the [Committee/Commission Name] reviewed information regarding 
your property tax incentive agreement and the performance obligations associated with the 
incentive. 
 
Following its review, the [Committee/Commission Name] determined that additional 
information is needed regarding an apparent shortfall in one or more of the obligations required 
under the incentive agreement. Accordingly, the Committee/Commission has directed city staff to 
invite you to appear before the [Commission Name] to provide additional information and 
respond to questions regarding your performance under the agreement. 
 
The matter will be considered by the [Commission Name] at its meeting on [Date] at [Time], to 
be held at [Location]. You are encouraged to attend and present any information or documentation 
you believe is relevant to the Commission's review. 
 
Following its consideration of the information presented, the Commission may take any action 
authorized under the terms of the incentive agreement and applicable city policies. Possible 
actions may include allowing the incentive to continue without modification, requesting 
corrective actions or additional reporting, modifying the terms of the incentive where 
authorized, or terminating the incentive if the Commission determines that such action is 
warranted under the agreement and applicable law. No final determination has been made 
regarding your incentive, and the purpose of the meeting is to provide the Commission with the 
information necessary to make an informed decision. 
 
If you wish to submit supporting documentation before the meeting or have questions regarding 
the meeting procedures, please contact [Staff Contact] at [Phone Number] or [Email Address]. 
 
Thank you for your attention to this matter. We appreciate your cooperation and look forward to 
your participation in the Commission's review. 
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Business Incentive Agreement 

[City of Fargo] 

This agreement [“Agreement”] is made and entered into by and between the City of Fargo, a 

North Dakota municipal corporation, [the “City”] and the person, firm or company set forth below [the 

“Recipient”]. 

Recitals: 

A. Name of Recipient:___________________________________________________________

Recipient’s mailing address:____________________________________________________

Contact Person:  _____________________________ Email address:  ___________________

Telephone Number:  _____________________

Recipient parent company (if applicable):  _________________________________________

Location of Recipient prior to receiving incentive (if different):  ________________________

B. Recipient currently employs _____ people (reported herein as full-time-equivalent positions),

located in ___________________________________________________________________.

C. Description and location of the project:   ________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________,

defined herein as the “Project.”

D. The Project will be located at the following address:  ____________________________________

__________________________________________________________________________________.

E. The legal description of the Project location and the name of the fee owner of said property is

as follows:     ________________________________________________________________________

___________________________________________________________________________________

Fee owner name(s) is:  ________________________________________________________________

Relationship between Recipient and fee owner of location, if the two are different is:

______________________________________________ (i.e. Recipient is tenant of fee owner).

F. Recipient has submitted to the City an application for an ad valorem tax exemption, to be applied to

the Project location, above-described.  The application contains a description of the improvements
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to real property to be undertaken as part of this Project as well as the installation of equipment, 

fixtures, furniture and equipment.   

G. Recipient estimates that the annual value of the business incentive, which is determined by estimating 

the value of the ad valorem property tax exemption is $___________________ per year. 

H. Recipient represents that either it has not entered into any other business incentive agreement 

authorized by North Dakota statute or, if it has entered into one or more such agreements, it has 

remained in full compliance therewith throughout the term of such agreement or agreements. 

I. The Recipient wishes to receive from the City a business incentive in the form of a grant of an ad 

valorem property tax exemption or of payments in lieu of ad valorem taxes, as authorized by 

Chapter 40-57.1 of the North Dakota Century Code [N.D.C.C.]), and upon the approval of such grant 

by the City, the City and Recipient wish to enter into an agreement establishing the terms and 

conditions by which such grant will be awarded. 

 

NOW, THEREFORE, in consideration of the Recitals and the following mutual covenants and 

agreements, and other good and valuable consideration, the receipt and sufficiency of which is hereby 

acknowledged, the parties agree as follows: 

1. Recipient hereby represents that the Recitals, above, are true and correct. 

2. The Recitals, above, are incorporated as part and parcel of this Agreement. 

3. City hereby grants recipient a business incentive, pursuant to N.D.C.C. §40-57.1-03 as follows:  

The business incentive is the grant by the City of an ad valorem property tax exemption, as authorized 

pursuant to N.D.C.C. §40-57.1-03, which exemption shall extend for a period of _________ (____) 

years, with the first year of said exemption commencing at such time as the Recipient takes occupancy 

of the business premises of the Project following any construction or fit-up thereof, as may be the case.  

The period of years of this exemption shall be referred to herein as the “Exemption Term.” 

4. Recipient shall inform the City as to the date upon which such occupancy has commenced and the 

City shall undertake such action as necessary or appropriate to communicate with the County 

Auditor or County Finance Director to establish such exemption. 

5. The parties understand and acknowledge that North Dakota ad valorem property taxes are 

calculated and assessed on a calendar year basis and that the property taxes for a particular 

calendar year (herein, a “tax year”) are payable in arrears with the taxes for said tax year being 

payable commencing the 1st of January of the following year and, therefore, the exemption for a 

particular tax year is also realized in the following calendar year.   
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6. The public purpose or purposes of the business incentive are:

□ Increase tax base

□ Directly create employment opportunities □ Indirectly increase employment opportunities

□ Job retention □ Other ___________________

7. In return for the business incentive, Recipient shall create: ______________________ jobs (number

of full-time equivalent jobs), with the average hourly wage of such jobs, the average value of

benefits per hours and the resulting average hourly compensation for said jobs as follows:

           +                                     =           
Average hourly wage        Benefits per hour value       Average hourly compensation 

Said new jobs shall be created and filled by Recipient by the end of the second year of the 

Exemption Term and said new jobs shall remain in place throughout the Exemption Term.  

8. The Recipient shall continue operations in the City of Fargo for at least the full length of the

Exemption Term.

9. This Agreement, including the grant of the ad valorem property tax exemption contained herein, is

subject to reduction or revocation by the City, as set forth in N.D.C.C. §40-57.1-03(6), for any

reasons as set forth herein or as is determined by the findings and decision of the governing body of

the City, as set forth in said statute.

10. Recipient shall file a report with the City of Fargo annually on or before December 31st of each year

for five years commencing with the first tax year of the Exemption Term.  Said report shall include

the number of new jobs that have been created and filled by Recipient since the commencement of

occupancy.  Said report shall include the number of employees (in full-time-equivalent values) at the

time of such commencement and as of the date of the annual report.  To the extent the new jobs

created are fewer than required by this Agreement, Recipient shall provide any relevant explanation

for the deficiency, it being acknowledged that Recipient shall have until the end of the second year

of the Exemption Term to come into compliance with the new-job requirements set forth herein.

The City shall be entitled to request any additional information or report from the Recipient, in the

City’s reasonable discretion and the Recipient shall be obligated to comply with such request or

requests.

11. If at any time from and after the first two tax years of the Exemption Term, the new job

requirements set forth in this Agreement have not been met, the Recipient shall be obligated to

remit to the City the value of the ad valorem property tax exemption received by the fee owner of

the property upon which the Project is located prorated to reflect any partial fulfillment of the job
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and compensation goals that were met.  This remedy is for the benefit of the City, is in addition to 

the revocation or reduction of any tax exemption as set forth herein and is enforceable in a court of 

law. 

12. Effective date.  This Agreement shall be effective as of the date and year last signed below. 

 

[Remainder of page blank – execution pages to follow]
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RECIPIENT 

Date:  ________________, 20___. _______________________________________________, 

a North Dakota ____________________(type of entity) 

by:  _________________________________________ 

   Print:  ___________________________________ 

   Its:     ______________ (office/position) 

14



Dated _______________ CITY OF FARGO, 
a North Dakota municipal corporation 

(SEAL) By _______________________________ 
     Mayor 

ATTEST: 

By _______________________________ 
___ City Auditor, or 
___ Deputy City Auditor on behalf of the City Auditor 
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July [DATE], 2026 

[Contact First Name] [Contact Last Name] 
[Title] 
[Company Name] 
[Street Address] 
[City, State ZIP] 
Dear [Contact First Name], 

On behalf of the Greater Fargo Moorhead Economic Development Corporation (GFMEDC), I am writing regarding 
our annual Business Incentive Tracking process, conducted in partnership with the City of Fargo. Each year, 
GFMEDC assists the City of Fargo in evaluating the effectiveness and outcomes of its PILOT (Payment in Lieu of 
Taxes) / Property Tax Exemption incentive program. This program was designed to support primary sector 
companies — like yours — in growing jobs and wages in our community, and to ensure that the investments made 
by the City of Fargo are generating meaningful economic impact for the region. 

Our outreach today is to collect your current 2026 employment headcount and wage information. Enclosed with 
this letter you will find a one-page response form pre-populated with your company's original agreement 
commitments and your responses from last year (if applicable). We ask that you simply fill in your current full-time 
employee count and average annual wage for 2026 and return the completed form or complete the survey online 
using the QR code provided at the bottom of the enclosed form.  

Your participation in this process is important for two key reasons. First, annual reporting is a requirement of your 
Business Incentive Agreement with the City of Fargo. Providing your current employment and wage data ensures 
your organization remains in good standing with the terms of that agreement. Failure to provide this annual data 
could result in a termination of your property tax incentive by the City of Fargo. Second, maintaining an accurate 
and up-to-date record of your company's growth and progress is a valuable asset. Should your organization seek 
additional incentives or support from the City of Fargo in the future, having a documented track record of job 
creation and wage growth strengthens your position considerably. 

If you have any questions about this process, your incentive agreement, or the information requested, please do 
not hesitate to reach out. A member of our team will be in touch directly in the coming weeks, and we are happy to 
assist in any way we can. 

Thank you for your continued partnership and your commitment to growing jobs and wages in the Fargo 
community. We look forward to hearing from you. 

Sincerely, 
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2026 ANNUAL INCENTIVE TRACKING — RESPONSE FORM
City of Fargo PILOT / Property Tax Exemption Program  |  Greater Fargo Moorhead Economic Development Corporation 

Company Name: 
[      ] 

Primary Contact: 
[      ] 

Incentive Agreement Date: 
[      ] 

Reporting Year: 
2026 

Response Due Date: 
August 9, 2026 

Submitted By: 
[    ] 

Instructions: Please review your original agreement commitments and your 2025 reported figures below. Complete 
the shaded 2026 response columns with your current full-time employee count and average annual wage. Return this 
form by August 9, 2026 or complete the survey online using the QR code at the bottom of this page. 

ORIGINAL 
AGREEMENT 

COMMITMENTS 

2025 
REPORTED 

FIGURES 

2026 
RESPONSE  ←  

Please 
Complete 

Metric Full-Time Jobs 
Committed

Avg. Annual Wage 
Committed

Full-Time Jobs 
Reported 

(2025)

Avg. Annual Wage 
Reported (2025)

Full-Time Jobs 
(2026)

Avg. Annual Wage 
(2026)

[Company 
Name] 

[##] [$##,###] [##] [$##,###] 

Additional Notes (optional): If your employee count or wage figures have been significantly impacted by factors such as workforce 
availability, automation, or other business conditions, please briefly note that context here: 

_______________________________________________________________________________________ 

_______________________________________________________________________________________ 

███████ 
█     █ 

█  ■  █ 
█     █ 

███████

[QR CODE 
PLACEHOLDER]

Prefer to respond online? It only takes 2 minutes. 
Scan the QR code to the left to access our secure online survey. You will be asked 
the same two questions: your current full-time employee count and average 
annual wage for 2026. Your responses are submitted directly and securely to 
GFMEDC. 
Questions? Contact Sammi Rowe: srowe@fmedc.com  |  701-364-1918 
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INCENTIVE PERFORMANCE REVIEW 

ANNUAL PERFORMANCE MATRIX 

Company: _______________________________________________ 

Project / Property: ______________________________________ 

Incentive Program: ______________________________________ 

Original Incentive Term: _________________________________ 

Review Year: __________ of __________ 

Review Period: __________________ to __________________ 

Reviewer: _______________________________________________ 

Review Date: ____________________________________________ 

1. WAGE PERFORMANCE

Measure Commitment Actual Achievement % 

Required Wage $____________ $____________ ___________% 

Wage Achievement: ___________% 

2. JOB CREATION PERFORMANCE

Calculate the annual achievement percentage for each year reviewed.

Incentive Year Required Jobs Actual Jobs Annual Achievement % 

Year 1 __________ __________ __________% 

Year 2 __________ __________ __________% 

Year 3 __________ __________ __________% 

Year 4 __________ __________ __________% 

Year 5 __________ __________ __________% 

Year 6 __________ __________ __________% 

Year 7 __________ __________ __________% 

Year 8 __________ __________ __________% 
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Incentive Year Required Jobs Actual Jobs Annual Achievement % 

Average   __________% 

Average Annual Job Achievement: ___________% 

 

3. CUMULATIVE PERFORMANCE SCORE 

Performance Measure Achievement 

Wage Achievement __________% 

Average Annual Job Achievement __________% 

Cumulative Performance Score __________% 

Calculation: 

Cumulative Performance Score = (Wage Achievement % + Average Annual Job 
Achievement %) ÷ 2 

 

4. ANNUAL REVIEW STATUS 

Review Year: __________________ 

☐ Standard Annual Review — Years 1–2 

☐ Heightened Annual Review — Year 3 and Later 

Review Notes 

 

 

 

 
Follow-Up 

☐ No additional information requested 

☐ Additional employment documentation requested 

☐ Additional wage documentation requested 

☐ Other: ______________________________________________________ 

Performance Grade: __________ 
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INCENTIVE PERFORMANCE REVIEW 

INSTRUCTIONS, GRADING CRITERIA & POSSIBLE OUTCOMES 

PURPOSE 

The Annual Performance Matrix provides a consistent method for reviewing two primary 
incentive performance requirements: 

1. Wage Performance 

2. Job Creation Performance 

The matrix provides an annual measurement of performance and a simple combined 
performance score. 

 
1. WAGE PERFORMANCE 

Calculate the Wage Achievement percentage by comparing the actual qualifying wage to 
the wage commitment. 

Wage Achievement % = Actual Qualifying Wage ÷ Required Wage × 100 

Example 

Required wage: $25.00/hour 

Actual qualifying wage: $26.40/hour 

$26.40 ÷ $25.00 = 105.6% 

The Wage Achievement is therefore 105.6%. 

Use the wage definition and calculation method established by the applicable incentive 
agreement or policy. 

 
2. JOB CREATION PERFORMANCE 

Calculate job achievement separately for each incentive year. 

Annual Job Achievement % = Actual Jobs ÷ Required Jobs × 100 

Example 

Required jobs: 60 

Actual jobs: 54 

54 ÷ 60 = 90.0% 

The Annual Job Achievement is therefore 90.0%. 
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Average Annual Job Achievement 

After calculating the percentage for each year reviewed, calculate the arithmetic average of 
those annual percentages. 

Average Annual Job Achievement % = Sum of Annual Achievement Percentages ÷ 
Number of Years Reviewed 

The individual annual percentages should remain visible on the matrix. The average is the 
summary measure used in the Cumulative Performance Score. 

3. CUMULATIVE PERFORMANCE SCORE

The Cumulative Performance Score combines the two performance measures equally.

Cumulative Performance Score = (Wage Achievement % + Average Annual Job 
Achievement %) ÷ 2 

Example 

Wage Achievement: 105.6% 

Average Annual Job Achievement: 89.2% 

(105.6 + 89.2) ÷ 2 = 97.4% 

Cumulative Performance Score = 97.4% 

4. REVIEW LEVEL

Years 1–2 — Standard Annual Review

Performance is reviewed annually to:

• Establish actual performance.

• Verify reported information.

• Identify early deviations from commitments.

• Maintain a documented performance history.

Year 3 and Later — Heightened Annual Review 

Beginning in Year 3, the annual review receives heightened scrutiny. 

The reviewer should give particular attention to: 

• Current wage performance.

• Current employment performance.
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• Annual job-achievement percentages.

• Supporting documentation.

• The Cumulative Performance Score.

Year 3 is not a separate pass/fail test. It is the point at which the annual review becomes 
more significant. 

5. PERFORMANCE GRADING

The Cumulative Performance Score is used to assign a performance grade.

Performance Score Grade Performance Level

100% or greater A Commitment Met or Exceeded 

90%–99.9% B Minor Deviation 

80%–89.9% C Moderate Deviation 

70%–79.9% D Significant Deviation 

Below 70% F Substantial Deviation 

The grade is based on the Cumulative Performance Score. The underlying wage and 
annual employment results should remain available to explain the score. 

6. POSSIBLE OUTCOMES

Each performance grade corresponds to a potential outcome.

Grade Performance Level Possible Outcome 

A Commitment Met or Exceeded Continue Incentive as Provided 

B Minor Deviation Continue Incentive with Routine Monitoring 

C Moderate Deviation Continue Incentive with Increased Monitoring 

D Significant Deviation Corrective Action Plan 

F Substantial Deviation Consider Incentive Adjustment or Termination 

A — Continue Incentive as Provided 

Performance meets or exceeds the measured commitments. The incentive continues 
according to the existing agreement. 
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B — Continue Incentive with Routine Monitoring 

Performance is slightly below the measured commitments. The incentive continues with 
normal annual monitoring. 

C — Continue Incentive with Increased Monitoring 

Performance shows a more substantial deviation from the commitments. The incentive 
may continue with additional documentation or monitoring during subsequent reviews. 

D — Corrective Action Plan 

Performance shows a significant deviation from the commitments. Where authorized by 
the applicable agreement or policy, the recipient may be required to establish a plan 
addressing the identified performance deficiencies. 

F — Consider Incentive Adjustment or Termination 

Performance shows a substantial deviation from the commitments. Where authorized by 
the applicable agreement and governing law, the City may consider an incentive 
adjustment, reduction, recapture, or termination. 

7. REVIEW PRINCIPLE

The matrix is designed to answer three basic questions:

WAGES

Are the qualifying wages meeting the commitment?

JOBS

Are the promised jobs being created?

OVERALL PERFORMANCE

What do the two measured performance areas show when considered together?

The annual percentages remain visible so that the Cumulative Performance Score can be 
understood and supported by the underlying performance data. 
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MEMORANDUM 
 
 
TO: Economic Development Incentives Committee 
  
FROM: Nicole Crutchfield, Director of Planning & Development 
 
DATE: September 17, 2026   
UPDATE:  September 21, 2026 
 
SUBJECT: PILOT application Cove Living, LLC 
 
 
The City of Fargo received a PILOT application for a mixed-use development project titled COVE 
Living LLC.   The request is for 10 years at 100%.   Staff proceeded with submitting this proposal 
to the City’s financial consultant, PFM, to seek a “but for” analysis.  
 
At the timing of this memo, the PFM report is not quite completed.  In addition, staff is in 
preliminary introductions with the joint taxing agencies to obtain more information about their 
position.  Upon initial review by PFM, the resulting taxing agency decisions will impact the “but 
for” analysis.  An amendment of the packet will be forth coming.    
 
Staff looks forward to a presentation and discussion with the committee as topics and 
considerations are introduced to the committee.  PFM and the applicant will be present.  
 
9/21/2026 Update: 
Staff received the preliminary analysis from PFM.  Please see the attached packet that now 
includes the draft report. 
 
 
 
 

Planning & Development Department 
225 4th Street North 

Fargo, ND 58102 
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Purpose 
 
The purpose of this report is to establish and determine the allowable value of payments in lieu of taxes 
(PILOT) for COVE Living LLC, a development by RDG2, LLC (the “Developer”).  
 
PFM first reviewed the application to ensure that appropriate assumptions regarding property value, rent, 
vacancy, expenses, and debt were used by the Developer. Based on those assumptions, PFM projected a 
10-year cash flow, calculating an internal rate of return (“IRR”) The following report details PFM’s analysis 
and conclusions concerning the viability of the proposed project without the subsidy.  
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Project 
 
The project being proposed by the Developer includes the development of a 229-unit apartment building 
with commercial space and parking located at 300 45th Street South. The project will be completed in two 
phases over three years. The first phase will include the first 129 apartment units and 12,847 sq. ft. 
commercial space and the second phase will include the remaining 100 apartment units and commercial 
space.  
 
The Developer estimates the construction of Phase 1 will be completed in Spring 2028 and of Phase 2 in 
Fall 2029, with occupancy immediately following.  
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PILOT Assistance Request 
 
The Developer is requesting assistance in the form of payment in lieu of taxes under the City’s proposed 
Commercial Redevelopment PILOT Incentive Policy. The Policy provides public assistance to a 
development through PILOT for private development. The Developer is asking for 10 years of PILOT 
exemption. The Policy states a 100% exemption on the increased value of the improvements for up to 10 
years. However, PFM has evaluated the PILOT at 100% for the first five years and approximately 35% for 
the last five years which do not include participation in the PILOT from Cass County or the West Fargo 
Public Schools. 
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Project Financing 
 
The Developer is investing approximately 27% equity, or $16,802,000, and will be privately financing about 
$44,807,000, split between the two phases. The private financings are estimated to be 25-year loans with 
an estimated interest rate of 6.15% resulting in a total annual principal and interest payment of $3,555,219.  
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Return Analysis 
 
In calculating the internal rate of return, PFM first analyzed the Developer’s assumptions including expected 
monthly rent, vacancy rate, and operating expenses. The Developer is proposing rents of $1,300-$1,375 
for a one-bedroom unit, $1,650-$2,375 for a two-bedroom unit, and $2,350-$2,600 for a three-bedroom 
unit. The Developer has proposed a reasonable amount for rent for the current market and location. Annual 
estimates of operating expenses for the 229-unit rental development were provided, as follows; Insurance 
- $84,258, Management - $248,271, Administration - $125,863, Maintenance - $270,963, Utilities - 
$249,399, Miscellaneous - $76,194, and Real Estate Taxes - $499,196 (without public assistance). The 
total expenses are approximately 30% of gross operating income after stabilization. 
 
The second step in determining the internal rate of return is to determine the earned incremental value of 
the property over a 10-year period. That value, along with the net operating income cash flows, was used 
to calculate the internal rate of return. PFM determined that without public assistance the Developer would 
have about a 7.69% internal rate of return based on a 10-year internal rate of return. The Developer would 
have about a 9.74% internal rate for 10 years if it received the public assistance. A reasonable rate of return 
for the proposed project is 10% - 15%.  
 
Another measure of feasibility and project viability is the debt coverage ratio. PFM has projected a maximum 
debt coverage ratio in Year 10 of 1.23x without assistance, with a Year 6 coverage of 1.13x. If the City 
provided assistance to the project the maximum debt coverage is projected to be 1.29x in Year 10, with a 
Year 6 coverage of 1.20x.  
 
Using PFM’s “without assistance” cash flow as the base scenario, PFM ran sensitivity analyses in order to 
determine if the project would be likely to occur without public assistance.  For the first sensitivity analysis, 
PFM analyzed how much project funds would have to decrease in order to produce a reasonable debt 
coverage ratio. We also looked at how much the rental rates would have to fluctuate in order to achieve a 
reasonable debt coverage. Lastly, we looked at a combination of the two scenarios. For the sensitivity 
analyses, we assumed a reasonable debt coverage ratio of 1.20x by year 6. 
 
Sensitivity Scenario 1 – Project Costs 
 
The project would have to be reduced by $4,928,800 or 8% in order for the project to become viable without 
assistance. This reduces the amount to be financed from $44,807,000 to $41,223,360 and reduces the 
annual payment from $3,555,219 to $3,270,874 for the loans. It is possible, but not likely that a reduction 
in project costs of this magnitude would occur. The Developer stated that they use an experienced, in-
house construction team to determine the construction estimate and have historically been tight to the 
budget.  
 
Sensitivity Scenario 2 – Rental Rates 
 
In order for the project to be viable without public assistance, the apartment and commercial rental rates 
would have to increase by 6.5%. This increases annual rental revenue from $5,168,121 to $5,504,049. 
PFM believes the current proposed rents are reasonable rental rates. The Developer stated they used 
current rental rates from an existing property they own and used a 3.0% annual escalator to determine the 
2028 rental rates and further increases may not be feasible and would likely result in increased vacancy. 
 
Sensitivity Scenario 3 – Combination of Project Costs and Rental Rates 
 
The final scenario looks at both a reduction of project costs and an increase in apartment rental rates. The 
analysis showed that project costs would have to be reduced by $2,587,620 or 4.2% and rental rates would 
have to increase by about 3.4%. 
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The above scenarios show the circumstances in which the project would become viable without public 
assistance. PFM has determined that the project is unlikely to occur “but-for” the public assistance with the 
provided assumptions, but if project costs decrease, rental rates increase, or both occur then the project 
may become viable without public assistance.   
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Conclusion 
 
The Developer will bear all the risk involved with the project. The Developer is dependent on a number of 
factors before and after the project is completed, including project costs, occupancy of the buildings, the 
rental market, and monthly expenses. The base scenario without assistance along with the sensitivity 
analyses demonstrates that the project would be unlikely to be feasible without assistance. However, it’s 
possible that with reasonable increased rents and decreased project costs, the project could become viable 
without assistance. 
 
PFM has calculated that with public assistance, and based on the assumptions outlined in this report, a 10-
year internal rate of return is estimated to be 9.74%. In addition, the coverage ratio in Year 10 is estimated 
to be 1.29x. The estimated internal rate of return is appropriate given the risk level for this type of project. 
Based on the information provided to PFM, the calculated internal rate of return and the coverage 
requirements, PFM concludes the project would likely not be feasible without public assistance at the 
current projection.  
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