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INTRODUCTION

Tax Increment Financing is a method of financing public improvements in an area which has been
determined to be blighted or which has the potential to stimulate and develop the general
economic welfare and prosperity of the state according to the criteria set forth in SDCL 11-9. This
can be accomplished 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 that levy property taxes (City, County, School, Water District).
When the assessed valuation of the district increases in succeeding years spurred by the new
public improvements, the total property taxes paid by the property owners property in the district
will increase accordingly as development occurs. That increase in taxable valuation is the
“increment.” When the tax bills are paid, only that portion of the property tax revenue generated
from the Base Valuation is paid to the taxing entities. The remainder of the property tax revenue,
known as the tax increment, is deposited in a special fund. It is this plan that determines how
these accumulated increment funds are spent. One or more of the properties in this proposed Tax
Increment District is targeted for commercial purposes. The creation of this Tax Increment District
for economic development purposes will not require an additional property tax levy within the
Rapid City Area School District to make up for the School District’s share of the property taxes
included in the Tax Increment. The incremental revenue is collected and deposited into the fund
for a maximum of twenty years from the date the district is created.
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 created from
the increased development within the district.
OVERVIEW
This plan proposes that the approved Tax Increment District will assist in the development of
commercial property located along Mt. Rushmore Road / U.S. Highway 16, a gateway corridor
into Rapid City, by constructing Promise Road south to Catron Boulevard. Promise Road
construction will include improvements associated with a three lane collector street classification
as identified within the Infrastructure Design Criteria Manual, excluding any additional lane
requirements that may be required at Catron Boulevard associated with the proposed
development. Other reimbursable public improvements include an 8” sanitary sewer main, a 12”
water main, a drainage crossing to convey regional drainage, vertical adjustments to existing
roads, and traffic signal arm adjustments to the Catron Boulevard Promise Road/Les Hollers Way
traffic signal. The estimated total capital cost for these public improvements is $2,862,470.
The Tax Increment Financing Committee met on September 28, 2017 to discuss the proposal for
Promise Road. The Committee based the recommendation to create a new tax increment district
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
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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.
Developers are targeting new businesses, including hospitality facilities, retail and professional
office uses. The Developer will finance the public improvements identified in the Plan.
The City Council approved the creation of South Highway 16 Sanitary Sewer Tax Increment
District #70 (TID 70) on September 15, 2008, with the Project Plan approved on February 6, 2012.
TID 70 includes a maximum of $6,410,528.30 in reimbursable expenditures. The Promise Road
Tax Increment District overlays TID 70. As such, all incremental revenues generated within the
proposed district are allocated to the TID 70 expenditures until fully repaid. Then the Promise
Road incremental revenues are directed to the Promise Road TID expenditures.
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:
(2) the project complies with the adopted Comprehensive Plan and all other appropriate
plans and regulations; and
(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.
Additional discretionary criteria met by this proposal includes the following:
(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.
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 project plan, all interest
expenses shall 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
indicated that the interest rate is between 5-7%. Therefore, a 6 percent annual interest rate was
used to develop the projected payoff, providing for both the district costs, plus the underlying TID
70 certified costs to be paid in full within 20 years. With the City Council’s approval, this 6%
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, allocating the incremental payment to the taxing
entities more quickly.
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The development of the public improvements will enhance the ability for new development to
occur in this area increasing the community’s economic vitality and expanding the City’s property
tax base.
The Tax Increment boundaries are located at the northwest corner of Catron Boulevard and U.S.
Highway 16; and include Catron Boulevard, Golden Eagle Drive and Promise Road rights of way
adjacent to the property, and owners: Delaware Land Holdings LLC, Envirocutt LLC, North
Atlantic Developers LLC, Johnson Living Revocable Trust, and the City of Rapid City.
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)
2)
3)
4)
5)

Public Works and Other Improvements;
Economic Feasibility Study;
Project Costs;
Fiscal Impact Statement; and,
Financing Method Description.

Additionally, the following exhibits are offered:
I.
II.
III.
IV.
V.

General Vicinity map;
Tax Increment District Boundary Map;
Map of Existing Zoning;
Map of Existing Land Use; and,
Map of Public and Other Improvements.

The Statement of Method for Relocating Displaced Persons, as well as the Statement of Changes
Needed in 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 $2,862,470 in capital costs associated with grading and constructing
Promise Road, a three-lane collector facility, vertical road and utility realignments at Promise
Road and Golden Eagle Drive, drainage pipe crossing, and traffic signal adjustments. In addition,
the project plan includes $286,247 in professional service fees, $286,247 in contingency costs,
and $2,087,076 in interest expenses, for a total cost of $5,522,040 .
2. ECONOMIC FEASIBILITY STUDY
Current Valuation –
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Tax Increment District # 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 2016 assessed valuation for the
proposed district is projected at $3,065,600. In accordance with SDCL 11-9-20, the certification
of the base value will be requested from the South Dakota Department of Revenue following City
Council’s creation and approval of the district.
ANTICIPATED CERTIFIED BASE VALUATION OF PROPERTY
$3,065,600
Expected Increase in Valuation
ESTIMATED FUTURE VALUATION OF PROPOSED DISTRICT
Estimated 2017 Assessed Value of District
Estimated 2037 Assessed Value of project (year 20)
Other Anticipated Increases in Assessed Value
Estimated Increase in Assessed Value of Land*
Estimated 2037 Total Valuation (year 20)

$3,065,600
$48,000,000
$0
$0
$51,065,600

*For purposes of this Tax Increment District, the increase in land value is not included in
these estimates. Additional increases in land valuation will pay off the loan earlier than
anticipated.
Revenue Estimates from Tax Increments
The Plan anticipates 22 semi-annual payments over 11 years based on the proposed
developmental valuation increases identified in the application. The potential negative short-term
impact on the various taxing entities will be offset by the increase in the tax base in future years.
2016 Non Agriculture Tax Levies and Percentage of Total Levy
Percentage of
Total Levy

Taxing Entity

Tax Levy

Rapid City Area School District
Pennington County
City of Rapid City
West Dakota Water District

12.288
4.804
3.201
0.029

60.5%
23.6%
15.8%
0.1%

Total Mill Levy

20.322

100.0%

Anticipated 2016 Non Agriculture Tax Rate: 0.020322
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.
The incremental revenues identified below are directed to TID 70 certified expenditures, estimated
to continue through December 2022.
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PROJECTED TAX INCREMENT INCOME

ASSESSMT
DATE
Nov. 2017
Nov. 2018
Nov. 2019
Nov. 2020
Nov. 2021
Nov. 2022
Nov. 2023
Nov. 2024
Nov. 2025
Nov. 2026
Nov. 2027
Nov. 2028
Nov. 2029
Nov. 2030
Nov. 2031
Nov. 2032
Nov. 2033
Nov. 2034
Nov. 2035
Nov. 2036

YEAR
TAXES
PAID

PROJECTED
INCREMENT
IN VALUATION

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038

$13,000,000
$18,000,000
$33,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000

TOTAL TAX
INCREMENT
PAYMENTS
$264,186
$365,796
$670,626
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456

6 MONTH
TOTAL
$132,093
$182,898
$335,313
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728
$487,728

TOTAL TAX INCREMENT EXPECTED TO ACCRUE BY 12/31/36:
$15,932,448
NOTE: Tax increment payments are calculated using 100% of estimated future property
valuation and 100% of expected 2016 mill levy.
3. PROJECT COSTS
Capital Costs – The capital costs of $2,862,470 included in the Project Plan are the grading and
construction of Promise Road, a three-lane collector facility, vertical road and utility realignments
at Promise Road and Golden Eagle Drive, a drainage pipe crossing, and traffic signal
adjustments. In addition, the project plan includes $286,247 in professional service fees,
$286,247 in contingency costs, and $2,087,076 in interest expenses, for a total cost of
$5,522,040.
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 6.0%. It is estimated that the financing
costs will total $2,087,076. If a lower interest rate is obtained or development occurs more quickly,
the project costs will be repaid sooner the increment distributed to the taxing agencies sooner.
Financing costs shall not be used for reallocating capital costs.
Professional Service Costs – Professional service costs for Engineering and Professional fees in
the amount of $286,247 are anticipated in the Project Plan.
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Relocation Costs – No relocation costs are anticipated in the Project Plan.
Organizational Costs – No organizational costs are anticipated in the Project Plan.
Contingency Costs – Contingency costs in the amount of $286,247 are anticipated in the Project
Plan and shall be used for reallocation of capital costs if necessary.
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 December 4, 2022, for its administrative costs
in the amount of $20,000, or as soon as an the incremental revenue is available.
TOTAL ESTIMATED DEVELOPMENT PROJECT COSTS, EXCLUDING STRUCTURAL,
ASSOCIATED WITH TAX INCREMENT DISTRICT

Project Cost Description

Capital Costs
Local Streets
Grading and storm sewer
Promise Road
Reconstruct roads / utilities (Promise Rd/ Golden Eagle)
Traffic signal adjustments
Public Improvements Total

Total
Estimated
Costs

$500,000
$950,000

$1,450,000

Other Development Costs
Convenience Store
Hotels
Restaurants
Retail
Professional Offices
Land
Billboard purchase and removal

$2,000,000
$10,000,000
$4,000,000
$2,000,000
$30,000,000
$4,300,000
$100,000

Professional Fees
Contingencies
Financing Costs
TOTAL

$2,692,500
$1,346,250
$8,683,312
$66,572,062

Imputed Administrative Costs*
City of Rapid City
Prepared 11/9/2017

TIF Funded
Project
Costs

$2,262,470
$500,000
$100,000
$2,862,470

$286,247
$286,247
$2,087,076
$5,522,040
$20,000.00

Page 7

FINAL
Tax Increment District

Promise Road TID Project Plan

Identified Funding Sources:
Financed by the developer
*The imputed administrative costs are interest-free, not included in the total project costs, and
paid from the balance remaining in the Tax Increment District # fund available to the City Finance
Officer on December 4, 2022.
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

2020
2021
2022
2023
2024
2025
2026
2027
2028

$13,000,000
$18,000,000
$33,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000
$48,000,000

Incremental
Revenue
$264,186
$365,796
$670,626
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456

School*

County

City

Water

Yearly
Total

$159,744
$221,184
$405,504
$589,824
$589,824
$589,824
$589,824
$589,824
$589,824

$62,452
$86,472
$158,532
$230,592
$230,592
$230,592
$230,592
$230,592
$230,592

$41,613
$57,618
$105,633
$153,648
$153,648
$153,648
$153,648
$153,648
$153,648

$377
$522
$957
$1,392
$1,392
$1,392
$1,392
$1,392
$1,392

$264,186
$365,796
$670,626
$975,456
$975,456
$975,456
$975,456
$975,456
$975,456

The repayment of eligible expenditures is anticipated to be complete by June 2029. Although the
School District revenues are identified above for reference purposes only, the School District will
not see a decrease in property tax revenue from the approval of this Project Plan; the School
District revenues are included in the statewide funding reapportionment.
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 available from Tax
Increment District # . 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
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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
June 1, 2029. The projected amortization rate schedules shown below identifies the amount to be
financed by the Developer using a 6.0% interest rate.
PROJECTED AMORTIZATION RATE
TID Debt Obligations – Promise Road
Prepared on 11/4/2017
Annual Interest Rate
Expires 12/4/2037
Pmt Date

Days
Outstanding

12/1/2017
12/1/2017
6/1/2018
12/1/2018
6/1/2019
12/1/2019
6/1/2020
12/1/2020
6/1/2021
12/1/2021
6/1/2022
12/1/2022
6/1/2023
12/1/2023
6/1/2024
12/1/2024
6/1/2025
12/1/2025
6/1/2026
12/1/2026
6/1/2027
12/1/2027
6/1/2028
12/1/2028
Total

0
182
183
182
183
183
183
182
183
182
183
182
183
183
183
182
183
182
183
182
183
183
183

Beginning
Balance

6.00%

Payment
Amount

Interest
Amount

(3,434,964.00)
3,434,964.00
3,434,964.00
102,766.59
3,537,730.59
106,422.69
3,644,153.28
109,025.08
3,753,178.36
112,903.83
3,866,082.19
116,300.23
3,982,382.42
119,798.79
4,102,181.21
122,728.27
4,224,909.48
127,094.54
4,352,004.02
130,202.42
4,482,206.44
134,834.59
4,617,041.04
467,728.00
138,131.75
4,287,444.78
487,728.00
128,975.74
3,928,692.52
487,728.00
118,183.68
3,559,148.20
487,728.00
107,066.98
3,178,487.18
487,728.00
95,093.37
2,785,852.55
487,728.00
83,804.55
2,381,929.10
487,728.00
71,262.10
1,965,463.20
487,728.00
59,125.44
1,536,860.64
487,728.00
45,979.50
1,095,112.14
487,728.00
32,943.37
640,327.52
487,728.00
19,262.46
171,861.97
177,031.96
5,169.98
2,087,075.96 2,087,075.96

Principal
Amount
(3,434,964.00)
(102,766.59)
(106,422.69)
(109,025.08)
(112,903.83)
(116,300.23)
(119,798.79)
(122,728.27)
(127,094.54)
(130,202.42)
(134,834.59)
329,596.25
358,752.26
369,544.32
380,661.02
392,634.63
403,923.45
416,465.90
428,602.56
441,748.50
454,784.63
468,465.54
171,861.97
-

Ending
Balance
3,434,964.00
3,434,964.00
3,537,730.59
3,644,153.28
3,753,178.36
3,866,082.19
3,982,382.42
4,102,181.21
4,224,909.48
4,352,004.02
4,482,206.44
4,617,041.04
4,287,444.78
3,928,692.52
3,559,148.20
3,178,487.18
2,785,852.55
2,381,929.10
1,965,463.20
1,536,860.64
1,095,112.14
640,327.52
171,861.97
-

6/1/2023 payment is $20,000 less than projection for pay Imputed Administrative Fee
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