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INTRODUCTION 

 
Tax Increment Financing is a method of financing improvements and development in an 
area which has been determined to be blighted or which has been determined to create 
economic development according to the criteria set forth in SDCL 11-9. All this is done 
without incurring a general obligation for the taxpayers of the entire City. 
 
The assessed value of a district is determined by the South Dakota Department of 
Revenue at the time the district is created by the City Council. This valuation is termed 
the Tax Increment Base Valuation for the district, or simply the “base valuation.” As the 
property taxes for the property are paid, that portion of the taxes paid on the Base 
Valuation continue to go to those entities, (City, County, School, etc.), which levy 
property taxes. 
 
When the assessed valuation of the district increases in succeeding years, the total 
property taxes paid by the owners of property in the district will increase accordingly. 
That increase in taxable valuation is the “increment.” When the tax bills are paid, only 
that portion of the tax bill which results from the Base Valuation, is paid to the taxing 
entities. The remainder of the tax bill, known as the tax increment, is deposited into a 
special fund. It is this plan which determines how these accumulated funds will be used. 
It is anticipated that one or more of the properties in this proposed Tax Increment 
District will be used for commercial purposes. The creation of this Tax Increment District 
for economic development purposes will not require an additional levy to make up for 
the School District’s share of the property taxes included in the Tax Increment. 
 
This financing method is invaluable for encouraging economic growth since the amount 
of funds available for use by the project plan is directly related to the increase in 
valuation which a given project or development will create. 
 
OVERVIEW 
 
This plan proposes that the approved Tax Increment District will redevelop deteriorating 
property on a highly visible gateway corridor and stimulate economic development 
through the development of new medical facilities, new office, hospitality, and residential 
uses. Employment at these proposed facilities is anticipated to add at least 400 new 
jobs. The Tax Increment Funds would be utilized for the construction of Healing Way, a 
12” water main, a turn lane on US Highway 16B/Catron Boulevard between Healing 
Way and the western most Wellington Drive entrance, and a traffic signal at Healing 
Way and US 16B/Catron Boulevard. The Project Plan will be funded by the developer. 
 
The developers are targeting a medical and research center facility, a transitional 
medical physical rehabilitation facility, other medical and professional offices, residential 
units and other hospitality facilities. 
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The district boundary is located at the southeastern corner of the intersection of US 
Highway 16 and Catron Boulevard. The estimated TIF funded project costs are 
$6,827,321.  
 
The Tax Increment Financing Committee met on January 14, 2016 to discuss the 
proposal for the Rushmore Gateway Corridor aka Black Hills Energy Corporate 
Headquarters. The recommendation to create a new tax increment district was based 
on the requirements of SDCL 11-9-8, wherein: 
 

(1) Not less than twenty-five percent, by area, of the real property within the district 
is a blighted area or not less than fifty percent, by area, of the real property within 
the district will stimulate and develop the economic welfare and prosperity of the 
state through the promotion and advancement of industrial, commercial, 
manufacturing, agricultural, or natural resources; and 

 
(2) The improvement of the area is likely to enhance significantly the value of 

substantially all of the other real property in the district. 
 

This new district will be financed by the Developer. 
 
The Committee also confirmed that based on the information provided in the 
application, the proposed development meets the following two local criteria established 
within the City of Rapid City’s Tax Increment Policy: 
 

(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; 
and 
 

(4) the project will bring new or expanded employment opportunities, 
anticipated at over 400 full time employees after all development occurs. 

 
Additional discretionary criteria met by this proposal includes the following: 
 

(1) The project will generate at least one full-time job for each $10,000 in principal 
value of the tax increment financing proposal, or would create a minimum of 50 
new jobs. The Developer anticipates an estimated 400 full time employees with 
proposed development. 

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

Developer indicated that the TIF funds will be used to construct Healing Way, a 
turn lane onto Wellington Drive, a traffic signal and water and storm sewer 
extension within Healing Way. 

 
The City Finance Officer will review and analyze the proposed financing terms and 
forward a recommendation for approval or disapproval to the City Council along with the 
Developer’s Agreement or proposal for refinancing. For purposes of developing the 
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project plan, all interest expenses are to be calculated utilizing a fixed rate not to exceed 
9 percent annual interest as directed by the adopted Tax Increment Financing 
Guidelines. However, the applicant has requested that a 7 percent annual interest rate 
be used, as this will allow the district costs, plus the underlying TID 70 costs to be paid 
in full within 20 years. With the City Council’s approval, this 7.0 percent interest amount 
shall be included in the project plan and at no time during the term of the project shall 
the actual interest expense exceed the amount budgeted in the project plan. An 
Imputed Administrative Fee in the amount of $20,000 shall be charged by the City of 
Rapid City to every Tax Increment District for which a Project Plan is approved. This fee 
shall be paid to the City as a project cost from the tax increment fund balance in year 
five of the Tax Increment District. All project expenditures must be completed within five 
years of the creation of the district. Should the tax increment revenues exceed the 
anticipated loan payments, the district debt would be retired early resulting in the full 
value of the property being returned to the tax rolls more quickly.  
 
On February 6, 2012, the City Council approved the Project Plan for Tax Increment 
District #70. This District included more than 712 acres, including the property within the 
current proposal. Because SDCL 11-9-6 allows overlapping district boundaries, when 
overlapping districts occur, any increment generated within the common boundary is 
directed to the first district created until those project costs are repaid. The Project Plan 
for District 70 includes $3,339,182 in public infrastructure improvements and 
$3,071,346.30 in financing costs, for a maximum total of $6,410,528.30 in reimbursable 
costs. The increment generated from the current proposal will be allocated to TID 70 
project costs until repaid, with an anticipated TID 70 repayment date of July 2021. 
 
PROJECT PLAN SUMMARY 
 
This plan establishes the total project costs, as well as the Tax Increment District 
funded costs. 
 
Elements of the Project Plan 
 
This Project Plan, as required by SDCL 11-9-13, will address the following elements: 
 

1) Public Works and Other Improvements; 
2) Economic Feasibility Study; 
3) Project Costs; 
4) Fiscal Impact Statement; and, 
5) Financing Method Description. 

 
Additionally, the following exhibits are offered: 

I. General Vicinity map; 
II. Tax Increment District Boundary Map; 
III. Map of Existing Zoning; 
IV. Map of Existing Land Use; and, 
V. Map of Public and Other Improvements. 
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The Statement of Method for Relocating Displaced Persons, as well as the Statement of 
Changes Needed in the Master Plan, Building Codes and Ordinances do not apply to 
this Project Plan and have not been included in this document as there are no persons 
that will be displaced with approval of this Plan nor are there any changes needed in the 
City’s Master Plan, existing Building Codes or Ordinances. 
 
ELEMENTS OF THE PROJECT PLAN 
 
1. PUBLIC WORKS AND OTHER IMPROVEMENTS 
 
The project plan includes $2,830,000 in capital costs associated with the public 
infrastructure and the traffic signal installation. In addition, the project plan includes 
$270,000 in professional design services and project/construction management costs.  
 
2. ECONOMIC FEASIBILITY STUDY 
 
Current Valuation – 
 
Tax Increment District #77 has been created in accordance with SDCL 11-9-2 to 11-9-
11. A vicinity map as well as a boundary map is attached. As of this date, the 2015 
assessed valuation for the proposed district is projected at $1,211,000. In accordance 
with SDCL 11-9-20, the certification of the base value will be requested from the South 
Dakota Department of Revenue following creation and approval of the district by the 
City Council. 
 

ANTICIPATED CERTIFIED BASE VALUATION OF PROPERTY 
 

$1,211,000 
Expected Increase in Valuation –  
 
ESTIMATED FUTURE VALUATION OF PROPOSED DISTRICT 
 
 Estimated 2015 Assessed Value of District $1,211,000 
 Estimated 2036 Assessed Value of project (year 20) $88,070,000 
 Other Anticipated Increases in Assessed Value $0 
 Estimated Increase in Assessed Value of Land* $0 
 Estimated 2036 Total Valuation (year 20) $89,281,000 

 
*For purposes of this Tax Increment District, the increase in land value is not included in 
these estimates. Any additional land value will pay off the loan earlier than anticipated. 
 
Revenue Estimates from Tax Increments 
 
The Plan anticipates 40 semi-annual payments over 20 years, including the repayment 
of TID 70. The potential negative short-term impact on the various taxing entities will be 
offset by the increase in the tax base in future years. 
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2015 Non Agriculture Tax Levies and Percentage of Total Levy 
 
 Percentage of 
 Taxing Entity Tax Levy    Total Levy 
 
 Rapid City Area School District 13.638 62.65% 
 Pennington County 4.822 22.15% 
 City of Rapid City 3.278 15.06% 
 West Dakota Water District 0.030 0.14% 
 
Total Mill Levy 21.768 100.00% 

 
Anticipated 2015 Non Agriculture Tax Rate: 0.021768 

 
The estimated tax increment available to pay for project costs in the Plan can be 
calculated by multiplying the anticipated tax rate by the increment in valuation. This 
calculation results in the following tax increments, which become available as taxes are 
paid for the applicable periods.  
 

PROJECTED TAX INCREMENT INCOME 
 
 YEAR PROJECTED YEARLY TAX 

ASSESSMENT TAXES INCREMENT INCREMENT 6 MONTH 
DATE PAID IN VALUATION PAYMENTS TOTAL 

 
Nov. 2016 2018 $15,200,000 $325,602 $162,801 
Nov. 2017 2019 $19,400,000 $405,167 $202,584 
Nov. 2018 2020 $36,400,000 $762,044 $381,022 
Nov. 2019 2021 $70,000,000 $1,477,634 $738,817 
Nov. 2020 2022 $76,000,000 $1,588,473 $794,237 
Nov. 2021 2023 $85,000,000 $1,771,206 $885,603 
Nov. 2022 2024 $85,000,000 $1,771,206 $885,603 
Nov. 2023 2025 $85,000,000 $1,771,206 $885,603 
Nov. 2024 2026 $85,000,000 $1,771,206 $885,603 
Nov. 2025 2027 $85,000,000 $1,771,206 $885,603 
Nov. 2026 2028 $85,000,000 $1,771,206 $885,603 
Nov. 2027 2029 $85,000,000 $1,771,206 $885,603 
Nov. 2028 2030 $85,000,000 $1,771,206 $885,603 
Nov. 2029 2031 $85,000,000 $1,771,206 $885,603 
Nov. 2030 2032 $85,000,000 $1,771,206 $885,603 
Nov. 2031 2033 $85,000,000 $1,771,206 $885,603 
Nov. 2032 2034 $85,000,000 $1,771,206 $885,603 
Nov. 2033 2035 $85,000,000 $1,771,206 $885,603 
Nov. 2034 2036 $85,000,000 $1,771,206 $885,603 
Nov. 2035 2037 $85,000,000 $1,771,206 $885,603 
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TOTAL TAX INCREMENT EXPECTED TO ACCRUE BY 12/31/37: 
 

$31,127,010 
 
NOTE: Tax increment payments are calculated using 100% of estimated future property 
valuation and 100% of expected 2015 mill levy. The Estimated Taxable Value Increase 
is an estimated based on South Dakota’s central assessment formula. 
 
3. PROJECT COSTS 
 
Capital Costs – The capital costs of $2,830,000 included in the Project Plan are for 
public infrastructure for Healing Way construction with storm, water, water main 
oversizing within Healing Way, and the installation of a traffic signal at Healing Way and 
Catron Boulevard. The sewer main was installed within the reimbursable expenses 
identified in TID 70 Project Plan. 
 
Financing Costs – The financing costs for this Project Plan are dependent on the 
interest rate obtained. The interest rate used for this project plan is 7.0%. It is estimated 
that the financing costs will total $1,938,525. If a lower interest rate is obtained, the 
project costs will be repaid more quickly and the property will be returned to the tax rolls 
sooner. 
 
Professional Service Costs – Professional service costs for Engineering and 
Professional fees in the amount of $270,000 are anticipated in the Project Plan. 
 
Relocation Costs – No relocation costs are anticipated in the Project Plan. 
 
Organizational Costs – No organizational costs are anticipated in the Project Plan. 
 
Contingency Costs – No contingency costs are anticipated in the Project Plan. 
 
Necessary and Convenient Payments – No necessary and convenient costs are 
anticipated in the Project Plan. 
 
Imputed Administrative Costs – All Tax Increment District actions require municipal staff 
time to prepare and enact. The City shall be reimbursed on March 22, 2021, for its 
administrative costs in the amount of $20,000. However, in no case shall the City be 
reimbursed less than $1 on March 22, 2021. 
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Project Cost Description Total Estimated 
Project Costs   TIF Funded 

Project Costs 

Capital Costs:    
Local Streets 

   Caregiver Court  
  Daugaard Court  
  Reyelts Court  
  Addison Avenue $2,000,000  
 

$0 
Grading/Regional Storm Water $950,000  

 
$0 

Billboard buyout and removal $120,000  
 

$0 
Medical and Professional Offices $40,000,000  

 
$0 

Hotels $12,000,000  
 

$0 
Restaurants $1,500,000  

 
$0 

Residential $17,500,000  
 

$0 
Transitional Physical Rehab Facility $14,000,000  

 
$0 

Collector Street  
  Healing Way Street Improvements $1,980,000  
 

$1,980,000 
Turn Lane at Wellington Drive $180,000 

 
$180,000 

Traffic signal  
  Traffic signal/electrical (Healing Way) $440,000  
 

$440,000 
Traffic Signal Installation $80,000  

 
$80,000 

Lights and Control $150,000 
 

$150,000 
Professional Fees  

  Roadway components $216,000 
 

$216,000 
Traffic Signal components $54,000  

 
$54,000 

Financing Costs  
  Interest $1,938,525 
 

$1,938,525 
Contingency Costs $0  

 
$0 

Necessary and Convenient Costs $0  
 

$0 

  
  TOTAL $93,108,525  
 

$5,038,525 

    Imputed Administrative Costs* 
  

$20,000 
City of Rapid City 

   
    *The imputed administrative costs are interest-free, are not included in the total project costs, and are to be 
paid from the balance remaining in the Tax Increment District #77 fund available to the City Finance Officer on 
May 15, 2017. 
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Costs of Public Works or Improvements. In accordance with SDCL § 11-9-13, the 
following is the kind, number, location and dollar amount of estimated Project Costs, 
costs of public works and improvements. 
 

DETAIL OF PROJECT COSTS 
 

Kind of Project  Number of Projects   Location(1)   Amount   Reference(2)  

Capital Costs 3  District  $2,830,000  11-9-15(1)  
Financing Costs 1  District  $1,938,525  11-9-15(2)  
Real Property Assembly 

   
 11-9-15(3)  

Professional Fees 
   

 11-9-15(4)  
Administrative Costs 1  District  $270,000  11-9-15(5)  
Relocation Costs 

   
 11-9-15(6)  

Organizational Costs 
   

 11-9-15(7)  
Discretionary Costs and Grants 

   
 11-9-15(8)  

Eligible Project Costs $5,038,525 
  

_______________ 
 
(1)District shall mean the Tax Increment District 
 
(2)SDCL §11-9-14. Project costs defined. “Project costs” are any expenditures made or estimated to be made, or 
monetary obligations incurred or estimated to be incurred, by a municipality which are listed in a project plan as 
grants, costs of public works, or improvements within a tax incremental district, plus any costs incidental thereto, 
diminished by any income, special assessments, or other revenues, other than tax increments, received, or 
reasonably expected to be received, by the municipality in connection with the implementation of the plan. 
 
SDCL 11-9-15. Specific items included in project costs. Project costs include: 

(1) Capital costs, including the actual costs of the construction of public works or improvements, buildings, 
structures, and permanent fixtures; the demolition, alteration, remodeling, repair, or reconstruction of 
existing buildings, structures, and permanent fixtures; the acquisition of equipment; the clearing and grading 
of land; and the amount of interest payable on tax incremental bonds or notes issued pursuant to this 
chapter until such time as positive tax increments to be received from the district, as estimated by the 
Project Plan, are sufficient to pay the principal of and interest on the tax incremental bonds or notes when 
due; 

(2) Financing costs, including all interest paid to holders of evidences of indebtedness issued to pay for Project 
Costs, any premium paid over the principal amount thereof because of the redemption of such obligations 
prior to maturity and a reserve for the payment of principal of and interest on such obligations in an amount 
determined by the governing body to be reasonably required for the marketability of such obligations; 

(3) Real property assembly costs, including the actual cost of the acquisition by a municipality of real or 
personal property within a tax incremental district less any proceeds to be received by the municipality from 
the sale, lease, or other disposition of such property pursuant to a Project Plan; 

(4) Professional service costs, including those costs incurred for architectural, planning, engineering, and legal 
advice and services; 

(5) Imputed administrative costs, including reasonable charges for the time spent by municipal employees in 
connection with the implementation of a Project Plan; 

(6) Relocation costs; 
(7) Organizational costs, including the costs of conducting environmental impact and other studies and the 

costs of informing the public of the creation of tax incremental districts and the implementation of project 
plans; and 

(8) Payments and grants made, at the discretion of the governing body, which are found to be necessary or 
convenient to the creation of tax incremental districts or the implementation of project plans. 
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4. FISCAL IMPACT STATEMENT 
 
The impact on taxing entities can be derived from determining the tax increment 
anticipated during the life of the district. The true impact on taxing entities of the Plan is 
the increase in valuation of the property within the Tax Increment District. The taxing 
entities are only foregoing that income during the life of the district and will realize that 
income as soon as the debt from the project costs in the Plan is retired. The purpose of 
this Plan is to encourage that increase in valuation. 
 
At first glance it may appear that the negative impact on the various entities is notable. 
But when it is considered that without the use of the Tax Increment Finance proposed in 
this plan it is very likely that there would be no increase in the taxable value of the 
property within this district or, at least, any increase would be significantly delayed, the 
impact can be considered truly positive. 
 

NET IMPACT ON TAXING ENTITIES  
 

Year 
Paid 

Valuation 
Increase Schools County City Water Total 

2018 $15,200,000 $201,992 $73,276 $49,877 $456 $325,602 
2019 $19,400,000 $247,335 $93,488 $63,761 $582 $405,167 
2020 $36,400,000 $465,918 $175,417 $119,616 $1,092 $762,044 
2021 $70,000,000 $908,240 $337,383 $229,912 $2,100 $1,477,634 
2022 $76,000,000 $970,173 $366,247 $249,773 $2,280 $1,588,473 
2023 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2024 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2025 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2026 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2027 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2028 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2029 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2030 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2031 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2032 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2033 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2034 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2035 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2036 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 
2037 $85,000,000 $1,079,652 $409,600 $279,404 $2,550 $1,771,206 

 
5. FINANCING METHOD 
 
The financing method to be used in the funding of this Plan is to be obtained by the 
applicant. The applicant will be responsible for any interest payments due that are not 
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available from Tax Increment District #77. If the tax increment revenues exceed the 
anticipated loan payments, the debt will be retired early.  
 
The debt on the Tax Increment District Project Costs covered in the Plan will be retired 
by deposits made in the Tax Increment District as taxes are paid on the property in 
succeeding years. The City of Rapid City Finance Officer will make the disbursements 
from that fund in accordance with this Plan. According to SDCL 11-9-25, positive tax 
increments will be allocated to that fund until the debt from the project costs is retired or 
fifteen years following the last expenditure from the Project Plan whichever comes first. 
The final payment from this Plan is scheduled to be made on July 1, 2024. 
 
The projected amortization rate schedule is listed below showing the amount to be 
financed by the Developer using a 7.0% interest rate.  
 
PROJECTED AMORTIZATION TABLE 
 

                  
Pmt. 
No. 

Payment 
Date 

Beginning 
Balance 

TIF 
Payment 

Total 
Payment Principal Interest Ending 

Balance 
Cumulative 

Interest 
                  

1 1/1/2016 $3,100,000.00 $0.00 $0.00 -$108,500.00 $108,500.00 $3,208,500.00 $108,500.00 
2 7/1/2016 $3,208,500.00 $0.00 $0.00 -$112,297.50 $112,297.50 $3,320,797.50 $220,797.50 
3 1/1/2017 $3,320,797.50 $0.00 $0.00 -$116,227.91 $116,227.91 $3,437,025.41 $337,025.41 
4 7/1/2017 $3,437,025.41 $0.00 $0.00 -$120,295.89 $120,295.89 $3,557,321.30 $457,321.30 
5 1/1/2018 $3,557,321.30 $0.00 $0.00 -$124,506.25 $124,506.25 $3,681,827.55 $581,827.55 
6 7/1/2018 $3,681,827.55 $0.00 $0.00 -$128,863.96 $128,863.96 $3,810,691.51 $710,691.51 
7 1/1/2019 $3,810,691.51 $0.00 $0.00 -$133,374.20 $133,374.20 $3,944,065.71 $844,065.71 
8 7/1/2019 $3,944,065.71 $0.00 $0.00 -$138,042.30 $138,042.30 $4,082,108.01 $982,108.01 
9 1/1/2020 $4,082,108.01 $0.00 $0.00 -$142,873.78 $142,873.78 $4,224,981.80 $1,124,981.80 

10 7/1/2020 $4,224,981.80 $0.00 $0.00 -$147,874.36 $147,874.36 $4,372,856.16 $1,272,856.16 
11 1/1/2021 $4,372,856.16 $386,965.29 $386,965.29 $233,915.32 $153,049.97 $4,138,940.83 $1,425,906.12 
12 7/1/2021 $4,138,940.83 $738,817.00 $738,817.00 $593,954.07 $144,862.93 $3,544,986.76 $1,570,769.05 
13 1/1/2022 $3,544,986.76 $794,236.50 $794,236.50 $670,161.96 $124,074.54 $2,874,824.80 $1,694,843.59 
14 7/1/2022 $2,874,824.80 $794,236.50 $794,236.50 $693,617.63 $100,618.87 $2,181,207.17 $1,795,462.46 
15 1/1/2023 $2,181,207.17 $885,603.00 $885,603.00 $809,260.75 $76,342.25 $1,371,946.42 $1,871,804.71 
16 7/1/2023 $1,371,946.42 $885,603.00 $885,603.00 $837,584.88 $48,018.12 $534,361.54 $1,919,822.83 
17 1/1/2024 $534,361.54 $553,064.20 $553,064.20 $534,361.54 $18,702.65 $0.00 $1,938,525.49 
18 7/1/2024 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $1,938,525.49 
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