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General Comments PILOTS

Good evening, Mayor and Grand Forks Council Members

| am here to make the case and ask the ND Attorney General and State Auditor to review Grand Forks' use
of Pilots for non-primary-sector developments, including apartments, retail, and commercial space.

Why Grand Forks' Use of PILOTs for Non-Primary Sector Businesses Conflicts with NDCC 440-57.1. The
North Dakota Century Code (NDCC) Chapter 40-57.1 authorizes municipalities to grant property tax
exemptions, Payments instead of Taxes (PILOTSs), or a combination thereof, only for qualifying "projects"
that meet strict eligibility criteria. PILOTs are not a general economic development tool; they are explicitly
tied to the same requirements as tax exemptions. PILOTs are authorized only "in addition to, or instead of"
a property tax exemption under NDCC § 40-57.1-03.

The statute does not create a separate pathway for PILOTs outside the chapter's framework. Any PILOT
agreement must comply with the eligibility rules for the underlying exemption. Projects must be certified as
a "primary sector business" by the ND Department of Commerce before any exemption or PILOT can be
granted (NDCC § 40-57.1-03(1)(a)). "Primary sector business" is defined in NDCC § 1-01-49(13) as a
business certified by the Department of Commerce that "adds value to a product, process, or service that
results in the creation of new wealth" (revenues from sales outside North Dakota or new/unavailable
products/services within the state). This targets manufacturing, value-added agriculture, processing, and
similar wealth-creating activities—not retail, housing, hotels, or general commercial development. Retail-
sector projects face even stricter limits.

Only cities/counties with fewer than 40,000 population may grant exemptions/PILOTs to retail projects—
and only after voter approval at a general election plus specific criteria (e.g., impact on existing
businesses, taxpayer effects, performance requirements). Grand Forks (population ~60,000+) does not
qualify for this exception. PILOT duration is capped at 20 years maximum from the start of project
operations (NDCC § 40-57.1-03(2)).

Some Grand Forks agreements have exceeded the related exemption timelines (5-year standard / 10-year
for value-added agriculture) or bypassed certification entirely. Grand Forks examples of apparent non-
compliance:

Projects such as Memorial Village | & Il (mixed-use housing/athletic-related), Olive Ann (hotel/events),
Block V, Pure Development, The Palmer (CK Commercial), The Domain (RTVMPS, LLC), and similar
apartment/housing developments are not primary sector businesses. They lack the required Department of
Commerce certification and do not create "new wealth" under the statutory definition. Providing PILOTs
(often 5-year 90% or 20-year agreements) to these constitutes use of the incentive for non-qualifying
businesses, violating the chapter's intent and requirements. The purpose of the law is undermined: The
chapter promotes industrial/economic development that grows the tax base through new wealth creation,
not general real estate development that shifts tax burdens to existing property owners without
corresponding statewide economic benefit.

These practices expose the City to legal challenge, potential loss of tax revenue without statutory authority,
and erosion of public trust in the incentive process.

City Attorney Conflict of Interest in Reviewing and Determining PILOTs. The City Attorney (and/or his law
firm) plays a central role in advising the City Council on the legality of PILOTSs, drafting/reviewing
agreements, and determining compliance with NDCC 40-57.1. This creates an inherent conflict when the
attorney/firm receives a direct financial benefit from PILOT approvals: a financial incentive tied to
approvals. The City Attorney and his firm earn fees for legal work on each PILOT (e.g., drafting



agreements, negotiating, and providing compliance opinions). For example, the firm received over $10,000
for work on the Memorial Village project. This per-project compensation structure creates a direct
pecuniary interest in seeing PILOTs approved rather than denied or scrutinized for statutory violations.

Dual role problem: As a legal advisor, the attorney must provide an impartial analysis of whether a project
qualifies as a primary sector, meets certification requirements, and aligns with the 20-year cap and other
limits.

Personal/firm financial gain from approvals compromises independence and violates basic conflict-of-
interest principles under North Dakota ethics rules for public officials and attorneys. Appearance of
impropriety: Taxpayers and competing businesses have raised concerns that this arrangement incentivizes
expansive use of PILOTs (including for non-qualifying projects) rather than strict adherence to the Century
Code.

Public records of council meetings show the City Attorney providing memos and guidance on PILOT
applications while the firm benefits financially. This arrangement undermines public confidence and could
invalidate approvals if challenged. Best practice would require independent legal review or
recusal/separation of compensated work from advisory duties.

The last two PILOTs presented by Baker Tilly at the May 4, 2026, City Council Meeting lacked IRR
Analysis. At the May 4, 2026, Grand Forks City Council meeting, public hearings were held on PILOT
applications for two apartment/housing projects: The Palmer (formerly Kingsview, CK Commercial, LLC)
and The Domain (RTVMPS, LLC). Baker Tilly provided the required financial reports and impact analyses
for both. Absence of IRR (Internal Rate of Return): Neither Baker Tilly report included an IRR calculation or
analysis. Why this occurred: Baker Tilly's standard scope for Grand Forks PILOT engagements focuses on
fiscal impact analysis to the City (e.g., estimated tax revenue with/without the PILOT, net budgetary effects,
and payment schedules).

IRR is a developer-side project finance metric (measuring the project's expected return on investment). It
is not required by NDCC 40-57.1 or the City's PILOT procedure for the municipality's decision-making.
Developers may include IRR in their own pro formas to justify the project internally. Still, it is not part of the
public Baker Tilly presentation or City Financial Impact Analysis unless specifically requested. Recent
council discussions have noted that developer-paid fees to Baker Tilly are rising (up to $10,000 per project
in some cases). Still, the scope remains limited to city-centric fiscal modeling rather than full project
feasibility metrics such as IRR. This omission is consistent with standard practice but highlights a
transparency gap: without IRR or similar metrics, the public and council lack full insight into whether the
project would proceed without the incentive (a key statutory consideration in some contexts).

Public Question for Elected and Appointed Officials: Mayor, Council members, City Administration, or any
of your family members — directly or indirectly — benefit from the PILOTs you approve?

If the answer is No, is it acceptable for the ND State Auditor to verify? Recommendations (for reference):
Require Department of Commerce primary sector certification for all PILOTs. Separate City Attorney
compensation from per-PILOT legal work. This is a clear and direct conflict of interest. Why, if the City
Attorney found the PILOTS were not valid for Nonprimary Sector Business, he and his firm wouldn ot be
able to bill for Devlopment agreements. The City Attorney and his firm billed Grand Forks taxpayers over
$10,000 for work related to Memorial Village | and Il. Standardize Baker Tilly reports to include project
viability metrics (e.g., IRR, break-even analysis) when public funds/incentives are involved. Why did the
last two not contain this key metric? Mr. Feland, care to answer? Did you request that the IRR be excluded
from this report? Align future PILOT policy strictly with NDCC 40-57.1 or seek legislative
clarification/amendment.

This document is based on publicly available NDCC text, Grand Forks City Council agendas/minutes,
Department of Commerce guidelines, and related public commentary. For official verification, consult the
full NDCC or City records.

The solution to the above is simple: 4 of the 7 Grand Forks council members need to act in all citizens'
best interest and pass a motion requesting that the North Dakota AG and Auditor review the Grand Forks
unquige and self-serving application for PILOTS for non-primary sector businesses.

Always and American Words and Action Match
Shaun Beauclair



