
PROPERTY TAX INCENTIVE APPLICATION FOR  

GREAT PLAINS BLOCK 3 HOLDINGS, LLC —RIVERFRONT 

SUGGESTED MOTION: 
Move to participate in the request for a Tax Increment Finance (TIF) in the City of Fargo 
submitted by Great Plains Block 3 Holdings, LLC to assist with the redevelopment of a property 
located 419 4th Street North and 225 4th Avenue North for up to a fifteen-year period.  

OR 

Move to NOT participate in the in the request for a Tax Increment Finance (TIF) in the City of 
Fargo submitted by the Great Plains Block 3 Holdings, LLC to assist with the redevelopment of a 
property located 419 4th Street North and 225 4th Avenue North for up to a fifteen-year 
period.  

 OR 

Move to NOT participate in the request for a Tax Increment Finance (TIF) in the City of Fargo 
submitted by the Great Plains Block 3 Holdings, LLC to assist with the redevelopment of a 
property located 419 4th Street North and 225 4th Avenue North for up to a fifteen-year period 
and to negotiate the terms of the property tax incentive as described in N.D.C.C Chapter 40-05-
24.



Riverfront Block 3 - Opt 2
225 4th Ave N
Fargo, ND

UNIT Size (SF) Rent Rent PSF Count
Project Cost Total $ per SF 1b 664 $1,375 $2.07 30
Acquisition Cost $1,395,984 $10.69 1B+ 800 $1,592 $1.99 10
Construction Costs $23,396,440 $179.13 2b 958 $1,750 $1.83 34
Soft Costs $3,385,013 $25.92 2B+ 1125 $2,050 $1.82 25
Interest & Financing Costs $638,321 $4.89 3b 1238 $2,100 $1.70 15
Total Project Costs $28,815,758 $220.62

Pro Forma Year 1 Year 2 Year 3
Occupancy 60.0% 95.0% 95.0% Equity 10,085,515$  35%
Total Revenue $1,697,464 $2,608,443 $2,660,633 Debt 18,730,243$  65%
NOI $1,053,833 $1,953,077 $1,993,297 Total Investment 28,815,758$ 100%
Margin 62.1% 74.9% 74.9%
Return on Cost (1) 3.7% 6.8% 6.9% Interest Rate 4.00% 0.00%

Amortization 25 0
Returns Summary Lending Institution TBD
Stabilized Return on Cost (1) 6.8% Rate Index 5-year FHLB
Unlevered IRR (2) 7.9%
Levered IRR (2) 13.1%
Avg. Cash Yield for Investment Period (3) 13.8%
Peak Equity $10,085,515
Whole Dollar Profit (4) $15,303,805
Equity Multiple (2) 2.52
(1) Return on Cost is measured as NOI as a percent of Total Investment
(2) IRR and Equity Multiple are based on the project-level returns before deduction of any affiliate level expenses, compensation or profit sharing 
(3) Avg. Cash Yield Over Investment Period reflects annualized project level returns before affiliate level expenses, compensation, or profit sharing.
            The sum of all cashflows (positive and negative) divided by equity injected, divided by years held.
(4) Whole Dollar Profit is the sum of all cash returns, less equity in before deduction of any affiliate level expenses, compensation or profit sharing

CONFIDENTIAL: Proprietary, Non Public Information

Project Underwriting Summary

Funding Sources
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* Breakdown of cost underwriting
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* See breakdown at right
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(5) The underwriting summary provide here were projections provided originally to the City of Fargo's third-party financial review. These cost and project values represent the project's condition in April of 2022. Since then, the project cost has increase several million dollars, and the TIF ask has remained the same.



Start Date 7/1/2022 Riverfront Block 3
Construction Period (mo.) 20 CONFIDENTIAL: Propietary, Non Public Information 225 4th Ave N
Cash Flow Summary Option 2

7/1/2023 3/1/2024 3/1/2025 3/1/2026 3/1/2027 3/1/2028 3/1/2029 3/1/2030 3/1/2031 3/1/2032 3/1/2033
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11

Physical Occupancy 0.00% 0.00% 60.00% 95.00% 95.00% 95.00% 95.00% 95.00% 95.00% 95.00% 95.00%
Operating Expense Ratio 0.00% 0.00% 37.92% 25.12% 25.08% 25.04% 25.00% 36.34% 36.08% 35.82% 35.57%

REVENUES
  Apartment Income $0 $0 $2,415,567 $2,463,900 $2,513,200 $2,563,500 $2,614,800 $2,667,100 $2,720,400 $2,774,800 $2,830,300
  Parking Revenue $0 $0 $223,500 $227,970 $232,529 $237,180 $241,924 $246,762 $251,697 $256,731 $261,866
  Internet Revenue $0 $0 $24,624 $39,768 $40,563 $41,374 $42,202 $43,046 $43,907 $44,785 $45,681
  Vacancy Loss $0 $0 ($966,227) ($123,195) ($125,660) ($128,175) ($130,740) ($133,355) ($136,020) ($138,740) ($141,515)
EFFECTIVE GROSS REVENUE $0 $0 $1,697,464 $2,608,443 $2,660,633 $2,713,879 $2,768,185 $2,823,553 $2,879,984 $2,937,576 $2,996,332

OPERATING EXPENSES
  General and Administrative $0 $0 ($265,712) ($271,029) ($276,452) ($281,985) ($287,628) ($293,381) ($299,244) ($305,228) ($311,333)
  Marketing $0 $0 ($33,818) ($34,495) ($35,185) ($35,889) ($36,607) ($37,339) ($38,086) ($38,847) ($39,624)
  Repairs and Maintenance $0 $0 ($86,477) ($88,208) ($89,973) ($91,773) ($93,610) ($95,482) ($97,390) ($99,338) ($101,325)
  Utilities $0 $0 ($53,142) ($54,206) ($55,290) ($56,397) ($57,526) ($58,676) ($59,849) ($61,046) ($62,267)
  Property Tax $0 $0 ($57,131) ($57,131) ($57,131) ($57,131) ($57,131) ($378,638) ($378,638) ($378,638) ($378,638)
  Insurance $0 $0 ($38,649) ($39,422) ($40,211) ($41,016) ($41,837) ($42,674) ($43,526) ($44,397) ($45,285)
  Centric Management Fee $0 $0 ($108,701) ($110,876) ($113,094) ($115,358) ($117,666) ($120,020) ($122,418) ($124,866) ($127,364)
TOTAL OPERATING EXPENSES $0 $0 ($643,631) ($655,366) ($667,336) ($679,549) ($692,004) ($1,026,210) ($1,039,151) ($1,052,359) ($1,065,835)

NET OPERATING INCOME $0 $0 $1,053,833 $1,953,077 $1,993,297 $2,034,331 $2,076,181 $1,797,343 $1,840,833 $1,885,217 $1,930,497
  Capital Reserves $0 $0 $0 $0 $0 ($80,174) ($81,800) ($83,400) ($85,100) ($86,800) ($88,500)
OPERATING CASH FLOW $0 $0 $1,053,833 $1,953,077 $1,993,297 $1,954,156 $1,994,381 $1,713,943 $1,755,733 $1,798,417 $1,841,997

TIF 
  Principal Payments Received $0 $0 $0 $0 $0 $0 $0 $256,527 $265,506 $274,798 $284,416
  Interest Payments Received $0 $0 $0 $0 $0 $0 $0 $48,904 $39,926 $30,633 $21,015
Total TIF Payments Cash Flow $0 $0 $0 $0 $0 $0 $0 $305,432 $305,432 $305,432 $305,432

DEVELOPMENT AND SALE
  Unleveraged Development Cost ($16,940,023) ($11,237,414) $0 $0 $0 $0 $0 $0 $0 $0 $0
  Sale Price @ 5.50% Cap Rate $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $35,406,270
  Disposition Cost @ 3% of Sale Price $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 ($1,062,188)
CASH FLOW BEFORE DEBT ($16,940,023) ($11,237,414) $1,053,833 $1,953,077 $1,993,297 $1,954,156 $1,994,381 $2,019,375 $2,061,165 $2,103,848 $36,491,510

MORTGAGE DEBT
  Funding and Payoff $7,203,939 11,526,303$                  $0 $0 $4,322,364 $0 $0 $0 $0 $0 ($18,125,447)
  Leveraged Development Cost ($349,432) ($288,889) $0 $0 ($275,514) $0 $0 $0 $0 $0 $0
  Debt Service $0 $0 ($749,210) ($1,186,381) ($1,460,162) ($1,460,162) ($1,460,162) ($1,460,162) ($1,460,162) ($1,460,162) ($1,460,162)
CASH FLOW AFTER DEBT ($10,085,515) $0 $304,624 $766,695 $4,579,984 $493,994 $534,219 $559,213 $601,003 $643,687 $16,905,901

PROJECT RETURN METRICS
  Return on Cost (1) 3.66% 6.78% 6.92% 7.06% 7.21% 6.24% 6.39% 6.54% 6.70%
  Cash on Cash Return (2) 3.02% 7.60% 45.41% 4.90% 5.30% 5.54% 5.96% 6.38% 167.63%
  Debt Service Coverage Ratio 1.41x 1.65x 1.37x 1.34x 1.37x 1.17x 1.20x 1.23x 1.26x
  Whole Dollar Profit (3) $15,303,805
  Equity Multiple (4) 2.52                       
  IRR (4) 13.1%

(1) Weighted Average Underwritten Rent is calculated by dividing the monthly effective gross revenue by the building square footage.
(1) Return on Cost is calculated by dividing the annual net operating income before deduction of any affiliate level expenses, compensation or profit sharing by the total projects costs.
(2) Cash on Cash Return is calculated by dividing the operating cash flow before deduction of any affiliate level expenses, compensation or profit sharing by the total equity contributions.
(3) Whole Dollar Profit is the sum of all cash returns, less equity in before deduction of any affiliate level expenses, compensation or profit sharing.
(4)  IRR and Equity Multiple are based on the project-level returns before deduction of any affiliate level expenses, compensation or profit sharing.

KeithLeier
Text Box
(5) The cashflow summary provide here were projections provided originally to the City of Fargo's third-party financial review. These cost and project values represent the project's condition in April of 2022. Since then, the project cost has increase several million dollars, and the TIF ask has remained the same.
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Rick Steen, Chairman

Cass County Commission
211 9th Street South.

Fargo, ND 58103

Mr. Steen,

According to N. D. C. C. Chapter 40- 05- 24, if the City of Fargo anticipates granting a property tax
incentive for more than five years, the Chairman of the County Commission must be notified by
letter. Within thirty days of receipt of the letter, the County Commission shall notify the City of
Fargo whether they intend to participate in the incentive.  If the City does not receive a
response, the County must be treated as participating.

The City of Fargo is considering approval of -$ 1 . 4 million of Tax Increment Financing ( TIF)
funds to assist with the redevelopment of a site at 419 4th Street North and 225 4th

Avenue North. An old warehouse and vacant office building are on these sites. The
project will be a 100+ unit apartment building with parking on the main floor level.

The incentive would be granted in the form of a TIF note that would repay the developer from
TIF property taxes for approved TIF costs. The TIF is for extraordinary costs to make the site
suitable for development.  These include:

Demolition, Soil Correction and Remediation

Public Improvements

Legal and TIF Fees

TIF costs are estimated at --$ 1. 4 million, which will include  -$ 350, 000 for public improvements

and -$ 1. 05 million for demolition and site cleanup.   The period of the TIF revenue needed to
pay for these costs is anticipated to last 9 years after Renaissance Zone incentives end. The
development site property now has a value of -$ 2 million. The value of the completed project is
estimated at more than $ 17 million.

Please respond at your earliest convenience with the determination made by the County
regarding the participation.

Feel free to contact me with any questions or concerns.

1-..'      - 11, 0-t-i.,-- t
Jim Gilmour

Director of Strategic Planning and Research

CC:  Robert Wilson

225 4t Street N. • Fargo, ND 58102 • Phone( 701) 241- 1310
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City of Fargo, North Dakota Riverfront TIF Report|1 

Purpose 
 
The purpose of this report is to establish and determine the allowable value of the tax increment financing 
(TIF) for 225 4th Ave N and 419 3rd St N., a development by Kilbourne Group (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”). We also made sure the Developer followed 
the City of Fargo’s (the “City”) Tax Increment Financing Policy (the “Policy”) including the allowable costs 
and the Developer’s calculations for determining the amount of allowable subsidy financing. 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 114-unit rental apartment 
building located at 225 4th Ave N and 419 3rd St N.  
 
The Developer estimates the construction will be completed in the Fall of 2024 with occupancy immediately 
following. The Developer has requested TIF assistance in the amount of $1,397,266 to complete the project.  
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Assistance Request 
 
The Developer is requesting assistance in the form of tax increment financing under the City’s Tax 
Increment Financing Policy. The Policy provides public assistance to a development through tax increment 
financing for private development. According to the Policy, the maximum TIF assistance is 15 years. Since 
this project falls within the City’s Renaissance Zone, the Developer will only pay property tax on the land 
value of the property for the first five years.  
 
Eligible TIF Expenditures 
 

Site Preparation/Environmental $    600,000 
Public Improvements 350,000 
Demolition      449,775 
Total Eligible TIF Expenditures $ 1,399,775 

 
The Policy limits the TIF assistance to 15% of hard construction costs, including the costs of acquisition. 
Based on total hard construction costs of $24,792,424 the Developer can receive up to $3,718,864. The 
Developer is requesting $1,397,266 which is below the maximum allowed.  
 
 
Land Cost 
 
The Developer states the purchase price to acquire the property for the project is $1,395,984. Land 
acquisition is reimbursable under the Policy. The Developer is not requesting to be reimbursed for the land 
acquisition.  
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The Policy states that the maximum eligible land costs to be recouped by the Developer should be limited 
to the lesser of: 

1.) The total acquisition cost for the property, provided that the acquisition cost is no 
more than 150% of the assessor’s market value of the property. The Developer’s cost 
to acquire the property is $1,395,984. The assessor’s market value for the property totals 
$4,062,300. The eligible amount for reimbursement is 150% of $4,062,300 which totals 
$6,093,450. 

2.) The difference between what was paid by the Developer for the property less the 
assessor’s market value for the land (as opposed to land and buildings). The current 
assessor’s land value is $751,000. Based on an acquisition price of $1,395,984 the 
maximum reimbursement is $644,984.  

 
The lesser of the two tests detailed above is $644,984. The Developer is not requesting reimbursement for 
land acquisition, which is allowable under the Policy.   
 
 
Term 
 
The Policy states the length of the term will be limited to 15 years or less. It is estimated the term will be 9 
years starting in year 6 following a 5-year Renaissance Zone period. 
 

TIF Estimate 

PFM estimates that $2,843,991 of TIF will be generated over the 9 years following the 5-year renaissance 
period assuming a 2.00% market growth rate. The TIF request plus the accrued interest during the 5-year 
Renaissance Zone period totals $1,729,283. Based on a discount rate of 4.75%, the present value of the 
estimated TIF cash flow reaches $1,729,283 in year 14 or in the ninth year after the 5-year Renaissance 
Zone period.  
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Project Financing 
 
The Developer is investing 35% equity, or $10,085,818, and will be privately financing $18,730,243. The 
Developer is additionally requesting annual TIF assistance in the total amount of $1,397,266. The private 
financing is estimated to be a 25-year loan with an estimated interest rate of 4.00% resulting in an annual 
principal and interest payment of $1,185,144. Following stabilization of the project, the developer will add 
an additional $4,322,364 to the financing in order to repay equity investment. The new annual loan payment 
amount would be $1,453,621. The application states the project will be completed by the Fall of 2024.  
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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 $1,375 for a one-
bedroom unit, $1,592 for a one-bedroom unit plus, $1,750 for a two-bedroom unit, $2,050 for a two-bedroom 
unit plus, and $2,100 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 114-unit rental 
development were provided, as follows; General and Administrative - $265,712, Marketing - $33,818, 
Repairs and Maintenance - $86,477, Utilities - $53,142, Insurance Costs - $38,649, Centric Management 
Fee - $108,701, and Property Taxes - $304,667. The total expenses are approximately 35% of gross 
operating income. 
 
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 TIF assistance the Developer would 
have about a 6.90% internal rate of return based on a 10-year internal rate of return. The Developer would 
have about a 13.82% 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 1.19x. If the City 
provided assistance to the project the maximum debt coverage is projected to be 1.45x in Year 10, with a 
Year 6 coverage of 1.39x.  
 
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 internal 
rate of return. We also looked at how much the rental rates would have to fluctuate in order to achieve a 
reasonable internal rate of return. Lastly, we looked at a combination of the two scenarios. For the sensitivity 
analyses, we assumed a reasonable internal rate of return of 13.82%. 
 
Sensitivity Scenario 1 – Project Costs 
 
The project would have to be reduced by $5,330,915 or 18.50% in order for the project to become viable 
without assistance. This reduces the amount to be financed from $18,730,243 to $15,265,148 and reduces 
the annual payment from $1,185,144 to $965,892 for the loan. It is unlikely that a reduction in project costs 
of this magnitude would occur at this stage in the development but could still occur.  
 
Sensitivity Scenario 2 – Rental Rates 
 
In order for the project to be viable without public assistance, the rental rates would have to increase by 
16.25%. PFM believes this is a high increase to the Developer’s proposed rents. This increases annual 
rental revenue from $1,613,558 to $1,851,570. PFM believes the proposed rents are reasonable rental 
rates and does not believe an increase this large would occur. 
 
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 rental rates. The analysis 
showed that project costs would have to be reduced by $2,449,339 or 8.50% and rental rates would have 
to increase by about 8.75%. Either of these events could occur but may be unlikely to occur together. 
 
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.   



 

 
 

 City of Fargo, North Dakota Riverfront TIF Report |7 

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. 
 
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 13.82%. In addition, the coverage ratio in Year 6 is estimated 
to be 1.39x. 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 not be feasible without public assistance.  
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