


































































 

  Improving life with energy 
www.blackhillspower.com 

December 16, 2015 
 
 
Todd Bailey 
South Dakota Department of Revenue 
445 East Capitol Avenue 
Pierre, SD  57501-3185 
 
Dear Mr. Bailey: 
 
This letter is being sent to document the central assessment, TIF certification and TIF repayment 
process that will be associated with a potential new TIF, called Rushmore Gateway, currently 
being applied for in Rapid City.  
 
Black Hills Power, as a public utility, is assessed by the South Dakota Department of Revenue.  
Each tax year, Black Hills Power files its annual report to the state which contains schedules 
showing the cost and location of its property down to the tax district level within each county 
along with five years of historical net operating income.  One overall unit value, the assessed 
value, is determined by the state assessor based on the weighting of a cost approach and an 
income approach calculation using the company’s data in their annual report.  
 
The cost approach calculation utilizes the gross cost of plant in service, subtracts accumulated 
depreciation and adds to that the cost of construction work in progress and inventories to get to a 
total net book value.  That total net book value is adjusted for any obsolescence (subtracted) or 
enhancements (added) to get to the Cost Indicator of Value.  The income approach calculation 
starts with a net operating income amount selected by the assessor based on the five years of 
historical net operating income as reported by the company.  Typically, the assessor calculates a 
three and five year simple average and a three and five year weighted average, along with a next 
year trended net operating income and then selects one of these at his/her discretion.  An 
estimated income from construction work in progress is added to the assessor selected net 
operating income and this total is divided by the annually determined South Dakota electric 
utility capitalization rate to get to the Income Indicator of Value.  The Cost and Income 
Indicators are weighted to determine a system market value and then a state allocation 
percentage is applied to companies like Black Hills Power that have property in more states than 
just South Dakota to get to a state market value or state assessed valuation. 
 
The assessed valuation is determined and finalized by the state assessor by around the first of 
August each year.  On the fourth Monday in August, the state sends a certification of values to 
the counties that includes a distributed value for each tax district as well as any new construction 
during the prior calendar year.  The state assessor uses the cost of the company’s property by tax 
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district in their annual report to distribute the overall assessed value and taxable value (85% of 
assessed value) down to the tax district level.   
 
Also in August, the state sends TIF certification worksheets to the counties.  The counties are 
required to complete them as soon as possible and return them to the state.  The state then 
compares their values to the values reported on the TIF worksheets, to the values on the county 
abstract and also makes sure they agree with the base value, increment value and the total value 
in the TIF district.   In October, the state sends TIF certification letters along with this TIF 
worksheet.  If the TIF is located in a city, the TIF certification letter is sent to the city, but one is 
also sent to the County Department of Equalization and the County Auditor.  
 
The following process will be implemented in order to track the amount of Black Hills Power’s 
annual increase in taxable value to assure that project TIF revenues are identified and credited 
appropriately:   
 
All costs related to the TIF project will be reported in a new tax district on Black Hills Power’s 
annual report to the state assessor.  When the assessor calculates the distribution of value based 
on costs reported, the apportioned amount of taxable value will be allocated to this new tax 
district each year.   This will allow for the year over year taxable value increase associated with 
this TIF project to be easily determined.  This amount will be included in the certified values that 
are sent to the counties on the fourth Monday in August as described above and will be on the 
TIF certification letter sent to Rapid City each October.  Black Hills Power will pay the tax 
increment as a piece of their normal property tax payments to Pennington County and as such it 
will be passed on as part of the County’s remittance to Rapid City. 
 
You can reach me at (605) 718-2815 with any questions or comments. 
 
Sincerely, 
 
 
 
 
Paula Brinker 
Property Tax Manager 
Black Hills Corporation 
 
 
cc:  Pauline Sumption, Rapid City Finance Officer 
       Shannon Rittberger, Pennington County Director of Equalization 
       Julie Pearson, Pennington County Auditor 
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CHECKLIST 
 

TAX INCREMENT FINANCING IN RAPID CITY 
A Guide for Applicants 

 
Purpose of TIF.  The City of Rapid City recognizes the following purposes for the 
use of Tax Increment Financing: 
  Applies 
1. To encourage the redevelopment of deteriorated, or otherwise blighted 

real property in Rapid City through the investment of public funds; 
 

2. To stimulate economic development in the community by assisting 
projects that promote the long term economic vitality of the community; 

 

3. To stimulate increased private investment in areas that would have 
otherwise remained undeveloped or under-developed and which will, 
in the long term, provide a significant source of additional tax revenues 
to all taxing entities; 

 

4. To stimulate the construction of safe and affordable housing units for 
low and moderate income residents and workers in the community; 
and, 

 

5. To facilitate the reconstruction, maintenance and completion of the 
City’s existing infrastructure network to support the existing growth and 
guide of the future growth of the community. 

 

 
Uses of TIF.  Tax Increment Financing may be used for the following purposes in 
Rapid City: 
  Applies 
1. Oversizing costs for sewer, water and streets required by the City of 

Rapid City; 
 

2. Extension of off-site sewer, water, street and public improvements to 
the development site; 

 

3. Oversizing costs for storm drainage detention and transmission 
facilities to accommodate storm water runoff beyond that generated 
by the development; 

 

4. Reconstruction of existing streets, water, sewer, sidewalks or other 
public infrastructure; 

 

5. Regional lift stations, pump stations or other public facilities to be 
owned by the City of Rapid City; 

 

6. Public playgrounds, parks and recreational improvements to be 
owned by the City of Rapid City; 

 

7. Demolition costs for the removal of existing structures or 
infrastructure; 

 

8. Interest and financing fees;  
9. Imputed administrative fees due to the City;  
10. Removal and replacement of contaminated soils;  
11. Professional service fees limited to engineering, design, survey and 

construction management associated with the allowable project 
costs; and, 

 

12. Costs, at the discretion of the governing body, which are found to be 
necessary or convenient to the creation of the Tax Incremental 
District or the implementation of the Project Plan. 
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Criteria for Evaluation.  Projects applying for assistance through TIF must qualify 
by meeting certain criteria.  Some criteria are mandatory and must be met in order 
for the Committee to consider the project for assistance.  Others are discretionary, 
and enable the Committee to determine the benefits of the project.  The project 
application must demonstrate how the project meets the required criteria. 
  Applies 
1. The project must be located within a proposed district in which a 

minimum of twenty-five percent (25%) of the area of the District is 
determined to be "blighted" and the improvements are likely to 
enhance the value of substantially all of the other real property in the 
district.  For the purposes of TIF, a "blighted area" is defined as: 

 

  A. An area in which the structures, buildings,or improvements are 
conductive to ill health, the transmission of disease, infant mortality, 
juvenile delinquency, or crime, and which is detrimental to the public 
health, safety, morals, or welfare; or, 

 

  B. An area that substantially impairs or arrests the sound growth of 
the municipality, retards the provision of adequate housing 
accommodations, or constitutes an economic or social liability and is 
a menace to the public health, safety, or morals, or welfare as a result 
of substandard, unsafe or deteriorating development; or, 

 

  C. An open area which because of the need for infill development 
and cost effective use of existing utilities and services, obsolete 
platting, diversity of ownership, deterioration of structures or site 
improvements, or otherwise is determined to be blighted, substantially 
impairs or arrests the sound growth of the community. 

 

2. The project must comply with the adopted Comprehensive Plan and 
all other appropriate plans and regulations. 

 

3 . The use of TIF for the project will not result in the net loss of pre-
existing tax revenues to the City and other taxing jurisdictions. 

 

 
In addition, a project must meet two of the following six criteria: 
  Applies 
1. The project must demonstrate that it is not economically feasible 

without the use of TIF.  In addition, if the project has site alternatives, 
the proposal must demonstrate that it would not occur in Rapid City 
without TIF. 

 

2. The project will eliminate actual or potential hazard to the public.  
Hazards may include condemned or unsafe buildings, sites, or 
structures. 

 

3. The project will not provide direct or indirect assistance to retail or 
service businesses competing with existing businesses in the Rapid 
City trade area. 

 

4. The project will bring new or expanded employment opportunities as 
demonstrated by proposed wage scales, employee benefits and 
mixture of full and part-time employees. 

 

5. The project will result in additional redevelopment in the following Tax 
Increment Financing Target Areas: 

 

  A. Downtown District (see Appendix A for description)  
6. The project will result in the construction of affordable housing units 

defined as housing where the occupant is paying no more than thirty 
percent (30%) of gross income for housing costs including utilities 
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and complies with the following requirements: 
 A. Affordable housing projects must target residents at or below 

eighty percent (80%) of median income with rents at thirty percent 
(30%) of the tenants income or the Fair Market Rent (FMR) for the 
Section 8 Program whichever is greater.  A minimum of 51% of the 
dwelling units of the proposed development shall be occupied by 
households meeting this income guideline; 

 

 B. Affordable housing is required to remain affordable as defined 
above for ten (10) years.  If affordability is less than ten (10) years, 
repayment of prorata share of increment benefit will be due and 
payable to the City. 

 

 
Discretionary Criteria.  In addition, the project should meet several of the 
following criteria.  The project will be evaluated relative to the criteria outlined 
below.  The extent to which a project meets these criteria will be used in 
evaluation of the project including the length of time a district may run. 
  Applies 
1. The project will generate at least one full-time job for each $10,000 in 

principal value of the TIF; or would create a minimum of 50 new jobs. 
 

2. All TIF proceeds are used for the construction of public 
improvements. 

 

3. The project involves the rehabilitation of a building listed on or eligible 
for listing on the National Register of Historic Places. 

 

4. The project will directly benefit low and moderate income people, as 
defined by the U.S. Department of Housing and Urban Development 
as applied to the Community Development Block Grant Program.  A 
project will meet this criterion if at least 51% of the jobs created will 
be held by or available to low and moderate income people. 

 

5. The building or site that is to be redeveloped itself displays conditions 
of blight as established by the provisions of SDCL 11-9. 

 

6. The project involves the start-up of an entirely new business or 
business operation within the City of Rapid City. 

 

7. The project involves the expansion of an existing business located 
within Rapid City. 

 

8. The project site has displayed a recent pattern of declining real 
property assessments, as measured by the Pennington County 
Director of Equalization. 

 

9. The project costs are limited to those specific costs associated with a 
site that exceed the typical or average construction costs (i.e. 
excessive fill, relocation costs, additional foundation requirements 
associated with unusual soil conditions, extension of sewer or water 
mains, on-site or off-site vehicular circulation improvements, etc.) 

 

10. The developer agrees to waive the five-year tax abatement.  
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