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City Council
Agenda Item

Subject: Tax Increment Financing District Number Seventeen:
1. Approval of Resolution No. 22-31, Adopting the Boundaries and Approving the
Project Plan for Tax Increment District No. 17, as amended, located along Golf
Course Road between 4th Avenue SW and 3rd Avenue SW, to the south of the Derby
Downs development for Affordable Housing
2. Authorization for the City Manager to sign the Development Agreement between
the City of Watertown and High Five, LLC for Tax Increment District No. 17

Meeting: City Council - Jun 06 2022

From: Heath VonEye, Public Works Director

BACKGROUND INFORMATION:

TIF 17 was recommended for approval by Plan Commission on August 19th, 2021 and approved by City
Council on September 7th, 2021. The project plan is being amended as the project costs have increased
by 35%, from 2.5MM to 5.4MM. The number of residential homes being developed has gone from 72
to 69. The change in base value and timetable which affected the amount of expected revenue the TIF
will receive.

Below is the staff report included with the prior approval of TIF 17. The changes are shown in green:

The property proposed for Tax Increment District No. 17 is located along Golf Course Road between
4th Avenue SW and 3rd Avenue SW, to the south of the Derby Downs development. TIF District No. 17
includes 20.3 Acres, annexed and zoned as A-1 Agricultural District to eventually create 72 single family
residential lots after the subdivision and rezoning process. The creation of Tax Increment District No.
17 is classified as Affordable Housing. The City of Watertown has been requested to assist in this major
development project by creating a Tax Increment Financing District to fund a portion of eligible site
improvements at the above described property to be referred to as, "Prairie Haven", in Watertown.
The Watertown Development Company is making the request on behalf of William A. Rieffenberger,
High Five LLC, who will be the primary owner of the development.

Tax Increment Financing District No. 17 is proposed for affordable housing that will be created

to assist with the costs of infrastructure and other expenses needed to develop the area in preparation
for the construction of single-family homes. The area of development is set to be completed in three
phases, with the first phase to start this fal—spring with property acquisition and infrastructure
development.

The district is expected to result in approximately $20 $22 million dollars in investment over a three-
year timeframe. The development will create 72-69 homes with an estimated sale price 0f-$260,000-00
$330,000.00 per home. The district is projected to produce a tax incremental revenue of $5:6 $5.3 MM
over the 20-year life of the TIF District. The Project Costs included in the Project Plan relate directly to



promoting affordable housing in the district that are consistent with the purpose for which the district
was created.

It is assumed that all obligations incurred by the Developer would be secured as to allow the payment
of principal and interest when due from lenders involved in the project. The City’s role is to act as a
conduit for the revenue and pass on all positive increment to the Developer to reimburse them for the
Project Costs, or for up to 20 years, whichever comes first. It is understood by the Developer that the
estimated property tax revenue from the district may not fully satisfy the Project Costs incurred within
20 years from the implementation of the TIF District. If there is a shortfall of revenue, the Developer
understands that he will be responsible for satisfying any remaining obligations when due. In addition,
if TIF Eligible Project Costs, in sum, exceed the total value set forth by 35%, an amendment to the Plan
in accordance with SDCL 11-9-23 will be required.

Eligible expenses are intended to be expended as allowed by SDCL 11-9-32 by the Developer. The total
TIF Eligible Costs are 55,432,375 $2,542;906. The estimated Tax Increment Revenue is $5,340,380
$5,678;108-29. The property payout is calculated to be 20 years. All obligations of the City are subject
to creation of the District and the Development Agreement becoming effective.

This item was recommended for approval by the Plan Commission at the May 26th, 2022 meeting (4-
0).

Applicable State Statutes regarding the establishment of Tax Increment Financing Districts are included
below for informational purposes only:

SDCL 11-9-4. Recommendation by planning commission for creation of district--Designation of
boundaries.

The planning commission shall designate the boundaries of a district that the planning commission
recommends be created. The planning commission shall submit the recommendation to the governing
body.

SDCL 11-9-5. Governing body resolution creating district--Boundaries--Names.

The governing body shall adopt a resolution that:
1. Describes the boundaries, which may be the same as those recommended by the planning
commission, of a district with sufficient definiteness to identify with ordinary and reasonable
certainty the territory included. The boundaries may not split a whole unit of property that is being
used for a single purpose;
2. Creates the district on a given date;
3. Assigns a name to the district for identification purposes. The first district created in each
municipality shall be known as "Tax Increment Financing District Number One, City of Watertown."
Each subsequently created district shall be assigned the next consecutive number.

SDCL 11-9-8. Required findings in resolution creating district.

The resolution required by SDCL 11-9-5 shall contain the following findings:
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 general economic welfare and prosperity of the state through the promotion and



advancement of industrial, commercial, manufacturing, agricultural, or natural resources
development; and

2. The improvement of the area is likely to significantly enhance the value of substantially all other
real property in the district.

3. Itis not necessary to identify the specific parcels meeting the criteria. No county may create a
district located, in whole or in part, within a municipality, unless the governing body of the
municipality has consented to creation of a district by resolution.

SUGGESTED MOTION:

1. | move to approve Resolution No. 22-31, Adopting the Boundaries and Approving the Project
Plan for Tax Increment District No. 17, as amended, located along Golf Course Road between
4th Avenue SW and 3rd Avenue SW, to the south of the Derby Downs development for
Affordable Housing

2. | authorize the City Manager to sign the Development Agreement between the City of
Watertown and High Five, LLC for Tax Increment District No. 17

STAFF REFERENCE(S):
Brandi Hanten, Matt Roby

ATTACHMENT(S):

Vicinity Map

Plat of Prairie Haven First Addition Exhibit
TIF 17 Plan

TIF 17 Development Agreement
Resolution No. 22-31
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City of Watertown, S.D.
Tax Increment Financing District
Plan No. 17

Prairie Haven
An Affordable Housing Project

High Five, LLC
Developer
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Introduction, Summary, and Purpose

Tax increment financing (TIF) is an incentive utilized by local governments to attract private
development and investment. New investment creates new jobs, more customers, and in turn, more
investment opportunity. TIF can also retain existing businesses that might otherwise find more
attractive options elsewhere. The jobs and additional investment, both private and public, mean more
revenue for the community. TIF helps to overcome the extraordinary costs that often prevent
redevelopment and private investment from occurring in difficult to develop areas of the community. As
a result, the TIF District itself improves and property values increase.

In Watertown, TIF funding has been used for the following purposes: to encourage the redevelopment
of deteriorated, or otherwise blighted real property; to stimulate economic development in the
community by assisting projects that promote the long term economic vitality of Watertown; and, 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.

Captured Value After

Appraised Termination
Value of TIF

Tax Increment

Appraised Value

Baseline Property Value

Creation Termination
Time

As set forth in South Dakota Codified Law, Chapter 11-9, a local government can designate a specific
area within its boundaries as a redevelopment area appropriate for TIF district and prepare a plan for
development. TIF projects must be approved by the City Planning Commission and the City Council.

The City of Watertown has been requested to assist in a major development project by creating a Tax
Increment Financing District to fund a portion of eligible site improvements at property located at what
is referred to as “Prairie Haven” in Watertown. The Watertown Development Company, later referred to
throughout this document as “WDC,” is making the request on behalf of William A. Rieffenberger, who
will be the primary owner of the development property.



This Plan was prepared for adoption by the Watertown City Planning Commission and the Watertown
City Council in recognition that the area requires a coordinated cooperative strategy, with financing
possibilities, and accomplish the City’s development objectives for improving the continued viability of
Watertown.

The purpose of this Plan, to be implemented by the City of Watertown, is to satisfy the requirements for
Tax Increment Financing District No. 17, as specified in SDCL Chapter 11-9. There are 11 mandated
requirements, each to be addressed in this Plan.

By utilizing Tax Increment Financing, proceeds from anticipated increases in property taxes can be used
to fund necessary and eligible improvements at the Project Site. The District is being created by the City
of Watertown under the authority provided by SDCL 11-9 and will be designated as an “Affordable
Housing District”.

Tax Increment Financing District No. 17 is a proposed district of affordable housing that will be created
to assist with the costs of infrastructure and other expenses needed to develop the area in preparation
for the construction of single-family homes. The area of development is set to be completed in three
phases, with the first phase to start this spring with property acquisition and infrastructure
development.

High Five LLC, also known locally as William Rieffenberger, owns the property and will contract with area
builders who will construct the homes.

The district is expected to result in approximately $22 million dollars in investment over a three-year
timeframe. The development will create 69 homes with an estimated sale price of $330,000.00 per
home.

The district is estimated to produce tax incremental revenue of $5.3 MM over the 20-year life of the TIF
District.

The Project Costs included in this Project Plan relate directly to promoting affordable housing in the
district that are consistent with the purpose for which the district was created.

Based on a recent housing study completed in 2019, the City of Watertown has identified affordable,
quality residential growth as a community need and is encouraging the private sector to develop such
projects.

The primary objective of TIF District No. 17 is to support and market single family residential housing in
northeast South Dakota. The development is expected to create jobs, fill needed positions for area
employers, and provide site improvements which in turn are expected to enhance Watertown’s ability
to encourage future growth by attracting workforce and new businesses.

A combination of private investment and tax increment financing will assist in the progress toward the
following objectives for the City of Watertown:
e To address and remedy conditions in the area that impair or arrest the sound growth of the City.
e Toredevelop the area in a manner which is compatible with and complementary to unique
circumstances in the area.
e To provide single family affordable housing options.



e To effectively utilize undeveloped land.

e Toimprove areas that are likely to significantly enhance the value of all property in the district,
and

e To contribute to increased revenues for all taxing entities.

The development of residential property which allows for the expansion of affordable housing, the
generation of property tax in Watertown, and the growth of the city’s workforce is an essential
governmental purpose and stimulates further economic development.



Project Plan Requirements — Contents as per SDCL § 11-9-13
SDCL states that the planning commission shall adopt a project plan for each district and submit the plan
to the governing body.

The purpose of this Plan, to be implemented by the City of Watertown, is to satisfy the requirements for
Tax Increment Financing District No. 17, as specified in SDCL Chapter 11-9. There are 11 mandated
requirements, each to be addressed in this Plan:

The Kind, Number, and Location of All Proposed Public Works or Improvements Within the
District; Included as Schedule 1 is the kind, number, and location of all proposed public works or
improvements within the district SDCL § 11-9-13(1).

Economic Feasibility Study included as Schedule 2 is an Economic Feasibility Study per SDCL § 11-9-
13(2)

Detailed List of Estimated Project Costs Included as Schedule 3 is a detailed list of estimated Project
Costs for the project as per SDCL § 11-9-13(3).

Fiscal Impact Statement Included as Schedule 4 is a Fiscal Impact Statement showing the impact of the
Tax Increment Financing District upon all entities levying property taxes in the district. Required as per
SDCL § 11-9-13(4).

Description of Methods of Financing SDCL § 11-9-13(5). Included as Schedule 5 is a description of
the methods of financing all estimated project costs and the time when related costs or monetary
obligations are to be incurred.

Additional contents of project plan. The project plan for each District shall also include
SDCL § 11-9-16:

1
2
3
4

A map showing the existing uses and conditions of real property in the district;

A map showing the proposed improvements and uses;

A map showing the proposed changes of zoning ordinances;

(1)
(2)
(3)
(4) A statement listing changes needed in the master plan, map, building codes, and municipal
ordinances;

(5) Alist of estimated non-project costs; and

(6) A statement of a proposed method for the relocation of persons to be displaced.




Proposed Tax Increment Financing District No. 17 Location

The proposed location of the TIF District is at an area referred to as Prairie Haven in Watertown, as
provided by the Developer.

Legal Description:

The East 580 feet less the South 1128 feet of the NW 14 Section 35 T117N R53W of the 5th PM
Codington County, South Dakota.

£
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Schedule 1: Statement of the Kind, Number and Location of All Proposed
Public Works or Improvements Within the District SDCL 11-19-13(1)

Project costs are any expenditure made, estimated to be made, or monetary obligations incurred or
estimated to be incurred as outlined in this Plan. Project Costs will be diminished by any income, special
assessments, or other revenues, including user fees or charges.

With all Project Costs, the costs of engineering, design, survey, inspection, materials, construction,
restoring property to its original condition, apparatus necessary for public works, legal and other
consultant fees, testing, environmental studies, permits, updating ordinances and plans, judgements or
claims for damages and other expenses are included as Project Costs.

The following is a list of public works and other tax increment financing eligible costs that the Developer
expects to make, or may need to make, in conjunction with the implementation of the District’s Plan.
The maps found in this document along with a Detailed List of Project Costs included as Schedule 3 of
this Plan provide additional information as to the kind, number, and location of potential Project Costs.

Capital Costs / Real Property Assembly Costs 11-9-15(1)

Include 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 increment bonds 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 increment bonds when due;

Property, Right of Way and Easement Acquisition

The cost of property acquired, and any costs associated with the transaction, are eligible Project Costs.
Following acquisition, other Project Costs within the categories detailed in this Section may be incurred
to make the property suitable for development. Any revenue received by the Developer from the sale of
property acquired pursuant to the execution of this Plan will be used to reduce total Project Costs of the
District. If Total Project Costs incurred by the Developer to acquire the property and make it suitable for
development exceeded the revenues or other consideration received from the sale or lease of that
property, the net amount shall be considered “real property assembly costs” as defined in SD 11-9-15(3)

Acquisition of Easements

The Developer may need to acquire temporary or permanent easements to allow for installation and
maintenance of streets, driveways, alleyways, utilities, stormwater management practices and other
public infrastructure. Costs incurred by the Developer to identify, negotiate, and acquire easement
rights are eligible Project Costs.

Demolition
To make the site suitable for development, the Developer will incur costs relation to demolition and
removal of structures or other land improvements, to include abandonment of existing utility services.



Site Grading

Land within the District may require grading to make it suitable for development, to provide access, and
to control stormwater runoff. The Developer may need to remove and dispose of excess material or
bring in fill material to provide for proper site elevations. Expenses incurred by the Developer for site
grading are eligible Project Costs.

Sanitary Sewer System Improvements

There may be inadequate sanitary sewer facilities serving the district. To allow development to occur,
the Developer will need to construct, alter, rebuild, or expand sanitary sewer infrastructure within and
outside of District. Eligible Project Costs include, but are not limited to, construction, alteration,
rebuilding or expansion of collection mains; utility access holes and cleanouts; service laterals; force
mains; interceptor sewers; pumping stations; lift stations; and all related appurtenances.

Water System Improvements

There may be inadequate water distribution facilities servicing the district. To allow development to
occur, the Developer will need to construct, alter, rebuild, or expand water system infrastructure within
the district. Eligible Project Cost include, but are not limited to, construction, alterations, rebuilding or
expansion of distribution mains, utility access holes and valves, hydrants, service laterals, pumping
stations, and all related appurtenances.

Stormwater Management System Improvements

To manage stormwater runoff, the Developer will need to construct, alter, rebuild, or expand
stormwater management infrastructure within the district. Examples of eligible Project Costs include,
but are not limited to, construction, alteration, rebuilding or expansion of stormwater collection mains,
utility access holes and valves, service laterals.

Electric Service

To create a site suitable for development the Developer may incur costs to provide, relocate, or upgrade
electric services. Relocation may require abandonment and removal of existing poles or towers,
installation of new poles or towers, or burying of overhead electric lines. Costs incurred by the
Developer to undertake this work are eligible Project Costs.

Gas Service

To create sites suitable for development the Developer may incur costs to provide, relocate or upgrade
gas mains and services. Costs incurred by the Developer to undertake this work are eligible Project
Costs.

Communication Infrastructure

To create sites suitable for development the Developer may incur costs to provide, relocate or upgrade
infrastructure required for voice and data communications, including, but not limited to telephone lines,
cable lines, and fiber optic cable. Costs incurred by the Developer to undertake this work are eligible
Project Costs.
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Street Improvements

There are inadequate street improvements serving areas of the proposed District. To allow development
to occur, the Developer may need to construct or reconstruct streets, access drives and parking areas.
Eligible Project Costs include, but are not limited to: excavation; removal or placement of fill;
construction of road base; asphalt or concrete paving or repaving; installation of curb and gutter;
installation of sidewalks and bicycle lanes; utility relocation, to include burying overhead utility lines;
street lighting; installation of traffic control signage and traffic signals; pavement marking; right-of-way
restoration; installation of retaining walls; and installation of fences, berms, and landscaping.

Streetscaping and Landscaping

To attract development consistent with the objectives of this Plan, the Developer may install amenities
to enhance the development site, right-of-way, and other public space. These amenities include but are
not limited to: Landscaping; lighting of streets, sidewalks, parking areas and public areas; installation of
planters, benches, clocks, tree rings, trash receptacles, and related items; and installation of brick or
other decorative walks, terraces, and street crossings. These and any other similar amenities installed by
the Developer are eligible Project Costs.

Financing Costs SDCL 11-9-15(2)

Interest expense, debt issuance expenses, redemption premiums, and any other fees and costs incurred
in conjunction with obtaining financing for projects undertaken in this Plan are eligible Project Costs.

Professional Service Costs SDCL 11-9-15(4)

The costs of professional services rendered, and other costs incurred, in relation to the creation,
administration and termination of the district, and the undertaking of the projects contained within this
Plan, are eligible Project Costs. Professional services include but are not limited to architectural;
environmental; planning; engineering; legal; audit; financial.

Imputed Administrative Costs SDCL 11-9-15(5)

The Developer may charge to the District as eligible Project Costs reasonable allocations of
administrative costs, including, but not limited to, a City Administrative Fee.

Organizational Costs SDCL 11-9-15(7)

The Developer may charge to the district as eligible Project Costs the costs of informing the public with
respect to the creation of the district and the implementation of the Plan.

Environmental Audits and Remediation

If it becomes necessary to evaluate any land or improvement within the District, any cost incurred by
the Developer related to site surveys, environmental audits, soil boring testing and remediation are
eligible Project Costs.
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Maximum Amount of Tax Increment Revenue

The maximum amount of tax increment revenue to be paid through Tax Increment Financing District
No.17 shall be an amount sufficient to reimburse the Developer for most of the project costs, but not to
exceed the total tax increment revenue generated by the Tax Increment District in 20 years. At the time
of the creation of TIF District No. 17, the total amount of tax increment revenue estimated to be

generated within 20 years is $5,340,380 MM, but the amount could be higher. The final terms and
conditions will be set forth in the Developer’s Agreement with the City of Watertown.

Construction Year Valuation Year

2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
*85% of Full and True Value

2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043

Revenue Year
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044

Total Mill Rate
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870
$16.870

% completed
0%
25%
50%
75%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

TAXABLE VALUATION
$48,000.00
$6,038,825.00
$12,077,650.00
$18,116,475.00
$18,297,639.75
$18,480,616.15
$18,665,422.31
$18,852,076.53
$19,040,597.30
$19,231,003.27
$19,423,313.30
$19,617,546.44
$19,813,721.90
$20,011,859.12
$20,211,977.71
$20,414,097.49
$20,618,238.46
$20,824,420.85
$21,032,665.06
$21,242,991.71
$21,455,421.62

PROPERTY TAX REVENUE
$0.00
$101,874.98
$203,749.96
$305,624.93
$308,681.18
$311,767.99
$314,885.67
$318,034.53
$321,214.88
$324,427.03
$327,671.30
$330,948.01
$334,257.49
$337,600.06
$340,976.06
$344,385.82
$347,829.68
$351,307.98
$354,821.06
$358,369.27
$361,952.96

Frozen Base
Property Value
Taxes Payable

$48,000.00

$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00
$48,000.00

Amount Available for Debt
Service (less base value

amount)
$0.00

$53,874.98

$155,749.96
$257,624.93
$260,681.18
$263,767.99
$266,885.67
$270,034.53
$273,214.88
$276,427.03
$279,671.30
$282,948.01
$286,257.49
$289,600.06
$292,976.06
$296,385.82
$299,829.68
$303,307.98
$306,821.06
$310,369.27
$313,952.96

$5,340,380.85
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Schedule 2: Economic Feasibility Study

The table below establishes the current Base Value of the property located in the proposed TIF District
No. 17 and estimated incremental tax revenue.

Certified base assessed valuation $48,000.00

Estimated assessed value of improvements $22,770,000.00

Estimated total full and true valuation $ 22,818,000

Estimated assessed valuation calculated at 85% $ 19,395,300

Revenue estimates from tax increments $5,340,380.85
*refer to detailed spreadsheet

Estimated total valuation in year 20 $ 23,431,636

*Actual Taxable Valuation will depend upon the value determined by the Codington County Director of
Equalization when assessed with the application of dollars-per-thousand from local taxes. All tax
increment revenues shall be from Generally Applicable Taxes attributable to the improvements to be
constructed in the TIF District. The potential for total increment collections is estimated to be at the
maximum range of $5,340,380 MM covering a span of captured tax years not to exceed 20. Collection is
anticipated to begin in 2024, and the schedule carries out the tax captured 20 years from the date of
Plan adoption.

Definitions

Assumptions means factors or definitions used in the fiscal analysis. Assumptions may include facts and
figures identified by the district and educated guesses that are sometimes necessary when not all the
information is available. Assumptions are often used to extrapolate an estimate. Assumptions may
include an estimate of tax levies of each taxing entity, the school aid formula contribution, the value of
the real property, etc.

Base Value means the taxes collected on the base value before improvements to the property are
made.

Fiscal Impact means the increase or decrease in revenues and refers to an impact to revenues caused by
the District.

Amount Available for Debt Service means the increase in property tax revenue less the Base Value.
Tax Increment Financing District means City of Watertown, Tax Increment Financing District No. 17.

Taxing Districts means all political subdivisions of the state which have ad valorem taxing power over
property within the boundaries of the referenced Tax Increment Financing District No. 17.

Tax Increment Revenues means all revenues above the Base Revenues.

Assumptions
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1. The property will have improvements which at completion will be valued for taxable purposes at
$20 million dollars.

2. The average tax levy of all taxing districts will be $16.87 per $1,000 dollars of taxable valuation.

Tax increment will start to be collected in 2024 and end in 2044.

4. The discretionary formula will be waived by the property owner.

w

Key Assumptions
For the purposes of this Plan, the Developer is projecting that the development will be built and fully
developed by year 2028.

Financing and Implementation

It is assumed that all obligations incurred by the Developer would be secured as to allow the payment of
principal and interest when due from lenders involved in the project. The owner has applied for
financing from a local lender to fund the project costs.

The City’s role is to act as a conduit for the revenue and pass on all positive increment to the lender to
reimburse them for the Project Costs, or for up to 20 years, whichever comes first.

It is understood by the Developer that the estimated property tax revenue from the district may not
fully satisfy the Project Costs incurred within 20 years from the implementation of the TIF District. If
there is a shortfall of revenue, the Developer understands that he will be responsible for satisfying any
remaining obligations when due.

In addition, if TIF Eligible Project Costs, in sum, exceed the total value set forth by 35%, an amendment
to the Plan in accordance with SDCL 11-9-23 will be required.

City of Watertown TIF No. 17 is feasible based on the calculations made by the WDC, projecting a total
of $5,340,380 MM dollars in tax increment revenue during the life of the 20-year TIF District. The
calculations of the estimated tax increment valuation and tax generated for the TIF District can be found
in Schedule 3.
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Schedule 3: Detailed List of All Project Costs

The items listed below are estimated Project Costs. The final total may be greater or smaller. The costs
represent identified activities expected to be incurred for the development to occur and for which this

TIF District and Project Plan is created.
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Statute Item Allowed Quantity Unit Unit Price Extended Price columni
A. Capital Costs SDCL 11-9-15(1) Costs Total
Public Works Improvements
EARTHWORK / GENERAL ITEMS
Mobilization 1 LS $ 20,294.00 $ 20,294.00
Traffic Control Signs 105 Sq Ft $ 2.00 $ 210.00
Traffic Control Misc Items 1 LS $ 2,036.00 $ 2,036.00
Unclassified Excavation 50025 Cuyd $ 232§ 116,058.00
Topsoil Stripping 39334 Cuyd $ 181 § 71,194.54
Topsoil Placement 16643 Cuyd $ 201 $ 33,452.43
Base Course (Roads) 12095 Ton $ 12.85 $ 155,420.75
Asphalt Concrete Class D 3340 Ton $ 95.00 $ 317,300.00
Woven Geotextile Fabric 14810 Sqyd $ 261 § 38,654.10
Type B66 Concrete Curb & Gutter 6991 Ft $ 18.00 $ 125,838.00
6" Concrete Concrete Fillet Section 199 Sqyd $ 80.00 $ 15,920.00
4" Thick Concrete Sidewalks 5209 Sq Ft $ 8.00 $ 41,672.00
Detectable Warning Panels 360 Sq Ft $ 4500 $ 16,200.00
6" Concrete Driveway Aprons, Base, and Subgrad 1596 Ton $ 80.00 $ 127,680.00
Base Course (Bike Path) 486 Ton $ 15.06 $ 7,319.16
Asphalt Concrete Class D (Bike Path) 187 Ton $ 110.00 $ 20,570.00
Saw, Cut, Remove and Dispose of Asph Bike Path 1226 Sqyd $ 135 $ 1,655.10
Saw, Cut, Remove and Dispose of Asph Road 13 Sqyd $ 3500 $ 455.00
Remove and Dispose of Existing fence 2026 Ft $ 1.00 $ 2,026.00
Gravel Resurfacing 545 Ton $ 16.00 $ 8,720.00
TOTAL $ 1,122,675.08
SANITARY SEWER / WATER SERVICE ITEMS
8" Sanitary Sewer Pipe Bedding Material 3904 Ft $ 1077 $ 42,046.08
8" PVC SDR35 Sanitary Sewer Pipe 3904 Ft $ 3775 $ 147,376.00
48" Sanitary Sewer Manhole 14 Each $ 5108.25 $ 71,515.50
Type A7 Frame and Lid 14 Each $ 502.60 $ 7,036.40
PVC Pipe Deflection Test 3904 Ft $ 134 $ 5,231.36
Pipe Exfiltration Test 3904 Ft $ 134 $ 5,231.36
48" Manhole Vacuum Test 14 Each $ 187.25 $ 2,621.50
8" Sanitary Sewer Cap 3 Each $ 11222 $ 336.66
4" PVC SDR 26 Sewer Pipe (Services) 2354 Ft $ 3871 $ 91,123.34
1" Copper Water Service 2512 Ft $ 2887 $ 72,521.44
Water Service Valve Box 69 Each $ 48470 $ 33,444.30
Water service - City of Watertown 1 Each $ 124,000.00 $ 124,000.00
Sioux Rural Water Opt Out Fee 1 Each $ 8,900.00 $ 8,900.00
TOTAL $ 611,383.94
STORM SEWER ITEMS
15' RC Pipe Safety End 2 Each $ 674.18 $ 1,348.36
15" RC Pipe 302 Ft $ 5216 $ 15,752.32
18" RC Pipe 592 Ft $ 6375 $ 37,740.00
18" RC Pipe Safety End 2 Each $ 857.99 $ 1,715.98
18" RC Pipe Cap 1 Each $ 341.05 $ 341.05
24" RC Pipe 1324 Ft $ 8730 $ 115,585.20
24" RC Pipe Flared End 3 Each $ 984.96 $ 2,954.88
24" RC Pipe Cap 1 Each $ 37163 $ 371.63
36" RC Pipe 364 Ft $ 14532 $ 52,896.48
36" RC Pipe Flared End 1 Each $ 1,502.53 $ 1,502.53
6" Corrugated HDPE Pipe 2294 Ft $ 16.18 $ 37,116.92
Sump Pump Collection Structures 12 Each $ 944.28 $ 11,331.36
2'x3' Type B Drop Inlet 4 Each $ 2,246.60 $ 8,986.40
3'x4' Type B Drop Inlet 2 Each $ 4,968.22 $ 9,936.44
4'x3' Type B Drop Inlet 1 Each $ 420331 $ 4,203.31
3'x6' Type SF Drop Inlet 8 Each $ 5936.66 $ 47,493.28
3'x10' Type SF Drop Inlet 2 Each $ 7,957.53 $ 15,915.06
4.5'x10' type SF Drop Inlet 1 Each $ 10,356.95 $ 10,356.95
Type B Frame & Grate 7 Each $ 71047 $ 4,973.29
3'x4' Modified Type C Drop Inlet (Pond A Outlet) 1 Each $ 5749.02 $ 5,749.02
Type C Frame & Grate 1 Each $ 1,823.60 $ 1,823.60
TOTAL $ 388,094.06
EROSION CONTROL ITEMS
Class A Rip Rap 56 Ton $ 5200 $ 2,896.40
Class B Rip Rap 18 Ton $ 5200 $ 951.60
Type B Drainage Fabric 133 Sqyd $ 300 $ 399.00
Concrete Washout 1 Each $ 500.00 $ 500.00
Temporary Rock (Construction Entrance) 2 Each $ 1,000.00 $ 2,000.00
High Flow Silt Fence 1423 Ft $ 3.00 $ 4,269.00
P300 Turf Reinforcement Mat 220 Sqyd $ 7.00 $ 1,540.00
Sediment Control at Drop Inlets 18 Each $ 180.00 $ 3,240.00
Street Sweeping 40 Hour $ 100.00 $ 4,000.00
Seeding & Mulching 21 Acre $ 3,730.00 $ 76,838.00
TOTAL $ 96,634.00
B. Financing Costs SDCL 11-9-15(2)
Interest Expense 1 $ 1,029,236.00 $ 1,029,236.00
TOTAL $ 1,029,236.00

C. Professional Services Costs 11-9-15(4)
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Architecture & Engineering Fees
Developer & Design Fee

D. Imputed Administrative Costs 11-9-15(5)

Estimated City/administrative/municipal cost
Watertown Development Company Administration Fee

E. Property Aquisition

$ 75,000.00
$ 85,000.00

TOTAL

$ 25,000.00

$ 5,500.00

TOTAL

1 $ 1,500,000.00
TOTAL

SubTotal Eligible TIF Costs
Construction Contingency Cost 10%

Total Eligible TIF Costs

Er T ey s

75,000.00
85,000.00
160,000.00
25,000.00
5,500.00
30,500.00

1,500,000
1,500,000

4,938,523.08
493,852.31

5,432,375
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Eligible expenses are intended to be expended as allowed by SDCL 11-9-32 by the Developer. The total
TIF Eligible Costs are $5,432,375. The estimated Tax Increment Revenue is $5,340,380 MM. The property
payout is calculated to be 20 years. All obligations of the City are subject to creation of the District and
the Development Agreement becoming effective.

It is understood by the Developer if the housing development is not 100% complete by year 2028 that
the estimated property tax revenue from the district may not fully satisfy the Project Costs incurred
within 20 years from the implementation of the TIF District. If there is a shortfall of tax revenue, the
Developer understands that he will be responsible for satisfying any remaining obligations when due.
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Schedule 4: Estimated Impact of Tax Increment Financing on Revenues

of Taxing Jurisdictions

The tables below detail the tax capture implications to each of the local taxing jurisdictions. After the
repayment of the monetary obligations, taxing entities will receive their proportionate share of tax
dollars for the base value and the tax incremental values.

The following dollars per thousand are the current taxing rates of the local taxing jurisdictions for Non-

AG Other property types.

2020 Payable in 2021 Dollars Per $1,000 Assessed
City of Watertown (includes Event $2.47
Center.313)
Codington County (includes EDWCD .024) $3.11
School District “Other” $11.29
Total Tax Levy | $16.87

Year Projected Tax Increment School District County City
2022 $0.00 7 $0.00 $0.00 $0.00
2023 $53,874.98 F $36,494.91F $10,053.07F $7,984.27
2024 $155,749.96 F $105,505.02F $29,062.94F $23,082.14
2025 $257,624.93 F $174,515.13F $48,072.81F $38,180.02
2026 $260,681.18 F $176,585.43F $48,643.11 F $38,632.95
2027 $263,767.99 F $178,676.44F $49,219.11F $39,090.42
2028 $266,885.67 F $180,788.36 F $49,800.87F $39,552.46
2029 $270,034.53 F $182,921.39F $50,388.44F $40,019.12
2030 $273,214.88 F $185,075.76 F $50,981.90F $40,490.44
2031 $276,427.03 F $187,251.67F $51,581.28F $40,966.49
2032 $279,671.30 F $189,449.34F $52,186.66F $41,447.29
2033 $282,948.01 F $191,668.98F $52,798.10F $41,932.89
2034 $286,257.49 F $193,910.82F $53,415.65% $42,423.36
2035 $289,600.06 F $196,175.08F $54,039.37F $42,918.73
2036 $292,976.06 F $198,461.99F $54,669.33F $43,419.05
2037 $296,385.82 F $200,771.76 F $55,305.59F $43,924.38
2038 $299,829.68 F $203,104.63F $55,948.22F $44,434.76
2039 $303,307.98 F $205,460.83 F $56,597.27F $44,950.24
2040 $306,821.06 F $207,840.59F $57,252.81F $45,470.88
2041 $310,369.27 F $210,244.14F $57,914.91F $45996.73
2042 $313,952.96 $35,445.29 $9,763.94 $7,754.64
$5,340,381 $3,440,348 | $947,695 @ $752,671

All public-school districts are funded through the State Aid to Education Formula. The two primary
channels of the formula are State Aid and Local Effort. Multiple agencies of the State of South Dakota
calculate the amount of General Fund money to be distributed to school districts each year through the
State portion. Local effort is considered the amount of revenue that is generated by local property taxes

at maximum levies.
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In South Dakota, if a TIF District is classified as Economic Development, Industrial, or Affordable Housing,
the school funding that would be generated by the increment valuation is considered lost local effort
and is paid through the State Aid side of the formula.

City of Watertown TIF District No. 17 will be classified as Affordable Housing; therefore, any lost local
effort will be funded through the State Aid to Education Formula.

Schedule 5: Method of Financing

TIF District No. 17 is a site-specific TIF District. In this type of transaction, the local government (City of
Watertown) provides a financing commitment to the Developer or the developer’s lender on the project
to pay up to a maximum amount of future TIF revenue, arising only from the Project itself.

The payment of the Estimated Project Costs is expected to be made by the City to the lender from the
special fund set aside for the Tax Increment Financing District. SDCL 11-9-30(1). Pursuant to the
Developer’s Agreement, the City will pay to the lender all positive Tax Increment Revenue it receives
from the district to satisfy project costs, of which, are never to exceed the amount of Tax Increment
Revenue generated, or 20 years, whichever comes first.

Public-sector risk is extremely limited in this type of TIF District because the TIF funding commitment is
only supported by a pledge of site-specific revenues to the extent they materialize. Therefore, if the
Project is only partially completed and TIF revenues are less than projected, the developer will simply
receive less in payments than originally hoped and be responsible for making up the shortfall.
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Taxable Value of City of Watertown

Maximum Percentage of Taxable Property in Municipality Permitted in District

The resolution required by SDCL § 11-9-7 shall contain a finding that the aggregate assessed value of the
taxable property in the district plus the tax increment base of all other existing districts does not exceed
ten (10) percent of the total assessed value of all taxable property in the municipality.

As confirmed with the Codington County Auditor, the 2019 Taxes Payable value for the City of
Watertown is $1,729,064,855.00. The base value of the taxable property for inclusion into this Tax
Increment Financing District No. 17, as estimated but not yet verified by S.D. Department of Revenue, is

$48,000.

Currently, there are sixteen other active and inactive TIF Districts under the authority of the City of
Watertown, South Dakota.

Tax Increment District Base Value

1 $84,064.00
2 $25,494.00
3 $33,117.00
4 $0.00
5 $496,156.00
6 $3,542,623.00
7 $123,142.00
8 $473,200.00
9 $490,590.00
10 $0.00
11 $119,673.00
12 $67,568.00
13 $70,748.00
14 $1,447,544.00
15 $172,359.00
16 $73,096.00
17 $48,000.00
TOTAL $7,267,374.00

City of Watertown Current Taxable Value: $1,729,064,855.00
All TIF Base Value must be less than 10%: $172,906,485.50

The total current base value of all active and inactive TIF Districts in the City of Watertown is $7,267,374.

Using the estimates provided for TIF District No. 17, the value of all existing Tax Increment Financing
Districts combined is less than 10% of the total 2019 Taxable Valuation.
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Additional Contents of Project Plan as Required by SDCL 11-9-16(1)

Existing Uses and Conditions of Real Property Map SDCL 11-9-16(1)
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4 &% ((.- *' » T

o |

i [k Watertown Fire Department
| I
il -

= 1
: o gl ha e I
= Deiby BolhsHousing.Development |

TR G A Jui 1l :

Watertown Airport

15395
R AT

July 30, 2021

1:9,028
0 295 590 1,180 ft
L l 4
13 T L)
0 90 180 36O m

Sources: Esrl HERE, Gomin, USGS, mo"ug INCRENENT P. NRCan,
Esri Jupan, METI, Esri Chisa (Homg Kerg), Ean Kore, Ean (Thalard)
NGO, (€) OpenSreeivap confrisuons, and the GIS User Communty

Dencltmer: Nup ard parcel dats are balirsed ko e scourale, bul socurscy & not gusrsrtesd. This ts nol u leped document and shoukd not be subited for @ Uie search spoosiasl, servey, or for



Proposed Improvements and Uses Map SDCL 11-9-16(2)
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Proposed Changes on Zoning Ordinances SDCL 11-9-16(3)

The property within the TIF District is currently not zoned, as it is not within Watertown city limits. The
property is on the August 5™ Planning Commission agenda to be annexed into the city and zoned as
Agricultural (AG). The final reading will take place on September 20"

Tax Increment Financing District No. 17 Zoning
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Changes to City Comprehensive/Master Plan Map, Building Codes and City Ordinances
SDCL 11-9-16(4)

The proposed development is consistent with the City of Watertown Master Plan.

Estimated Non-Eligible Project Costs 11-9-16(5)

This TIF Plan is provided solely for improving the site for future single family housing development.
There have been no other costs provided beyond that, therefore, there are no non-eligible project costs.

Statement of a Proposed Method for The Relocation of Persons to Be
Displaced 11-9-16(6)

Pursuant to SDCL 11-9-16 (6), a statement of a proposed method for the relocation of persons to be
displaced needs to be provided.

The property is currently unoccupied, therefore, no proposed method for the relocation of persons is
needed.
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TIF District No. 17 Classification

Mechanisms are built within State Codified Law to ensure that school districts are held harmless by TIF
districts for their General and Special Education Funds. For these purposes, law (SDCL 13-13- 10.10)
defines four classifications of Tax Increment Financing Districts:

Economic Development — includes only those areas where there is or will be one or more
businesses engaged in any activity defined as commercial or industrial by the governing body
that has zoning authority over the real property contained within the Tax Increment Financing
District. This classification is exempt from the provisions of SDCL 10-12-44(1) that require the
County Auditor to impose an additional school levy on real property within the district. Any
increment value in an Economic Development TIF district is not considered in the state-aid to
education formula.

Industrial — includes only those areas where there is or will be one or more businesses engaged
in any activity defined as commercial or industrial by the governing body that has zoning
authority over the real property contained within the Tax Increment Financing District. This
classification is also exempt from the provisions of SDCL 10-12-44(1) that require the County
Auditor to impose an additional school levy on real property within the district. Any increment
value in an Industrial TIF district is not considered in the state-aid to education formula.
Affordable Housing — During the 2018 Legislative Session, the legislature created a fourth TIF
district classification for Affordable Housing. The criteria for an Affordable Housing TIF are as
follows:

(1) The original selling price of any house in the district will be at or below the first-time
homebuyer purchase price limit being used by the South Dakota Housing Development
Authority as of the date the house is sold; or

(2) The monthly rental rate of all multifamily housing units in the district will be at or below the
calculated rent for the state's eighty percent area median income, being used by the South
Dakota Housing Development Authority, as of the date the TIF district is created, for a minimum
of five years following the date of first occupancy.

This classification is also exempt from the provisions of SDCL 10-12-44(1) that require the
County Auditor to impose an additional school levy on real property within the district. Any
increment value in an Industrial TIF district is not considered in the state-aid to education
formula.

Local —Local TIF Districts are not presently defined in statute. Rather, local classification is the
default classification. Unless the TIF district meets the definition of an Industrial, Economic
Development, or Affordable Housing TIF district, it is a Local TIF district. For further clarification,
in this classification, the project usually benefits the local government instead of having a
regional or statewide benefit. Unlike the other classifications, the assessed value of a Local TIF
District for purposes of the state-aid-formula is the total assessed value of the district. The
County Auditor is required to impose an additional school levy on all real property within any
impacted school district to hold the district(s) harmless.

TIF District No. 17 is expected to be classified as Affordable Housing; therefore, this classification is
exempt from the provisions of SDCL § 10-12-44(1) that require the County Auditor to impose an
additional school levy on real property within the district. Any increment value in an Affordable Housing
Development TIF district is not considered in the state-aid to education formula.
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Establishing Affordable Housing Purpose

South Dakota law describes affordable housing as an area where the original selling price of any house in
the district will be at or below the first-time homebuyer purchase price limit being used by the South
Dakota Housing Development Authority as of the date the house is sold.

The Purchase Limits set forth by the SD Housing Development Authority as of April 2022 are as follows:

County of Residence Existing New Construction
First Time Homebuyers $340,000 $340,000
Repeat Homebuyers OR $366,000 $366,000

Targeted Areas
The homes that will be built within the district are estimated to be priced on average at $330,000.00
The Project is expected to be completed by the April of calendar year 2026.

The Project Costs relate directly to Affordable Housing in the District consistent with the purpose for
which the district is created.
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Summary of Findings in Establishing Affordable Housing Purpose

Below, the WDC has provided a “But for” analysis of the project. SDCL does not require that a “But for”
analysis be met before a TIF Plan can be approved; however, this type of analysis is strongly
recommended as it helps to answer questions about the transformative nature of the project and the
goals and objectives of the community in relation to using Tax Increment Financing.

As documented in this Plan and the attachments contained and referenced herein, the following
findings are made:

1. That “But for” the creation of this District, the development projected to occur as detailed in this
Plan: 1) would not occur; or 2) would not occur in the manner, at the values, or within the timeframe
desired by the Developer. In reaching this determination, the WDC has considered that in making the
area within the district suitable for this development, the Project will require a substantial investment to
pay for the costs of site preparation, construction of public works, installation of infrastructure,
professional, legal, and financing costs, and other expenses. Due to the extensive initial investment
needed to allow the Project to occur, the Developer has determined that development of the area as
proposed will not occur solely from private investment.

Accordingly, the Developer finds that absent the use of Tax Increment Financing, the Project as
proposed would not proceed.

2. The economic benefits of the Tax Increment Financing District, as measured by increased
employment, attraction of workforce to the Region, and an increase in property values, are sufficient
to compensate for the Project Costs incurred. In making this determination, the WDC has considered
the following:

Analysis prepared by the WDC projects that the anticipated economic benefits to be realized within
Watertown, Codington County, and Northeast South Dakota are as follows:

e An estimated $22 million dollars of capital investment to develop the area.
e The attraction of additional workforce for the Region.

e Fills the need of single family residential affordable housing in the area.

It is also expected that once the improvements within the Project Plan are made, they will significantly
enhance the value of it and other real property surrounding the district.
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Required Findings in Resolution Creating District

Economic Development Analysis of City of Watertown TIF District No. 17

The City of Watertown has been approached concerning the creation of a tax increment financing
district (TIF District) located within the city limits. Per South Dakota Codified Law 11-9-8, the Governing
Body must make a finding that at least 25% of the real property within the district to be blighted or at
least 50% of the real property in the district will be developed for affordable housing purposes and the
improvement will significantly enhance the value of all other real property in the district.

Tax Increment Financing District No. 17 is a proposed single family affordable housing project that will
be created to pay the costs of public infrastructure and other expenses needed to facilitate the
construction.

The investment of about S22 million dollars will stimulate and develop the general economic welfare
and prosperity of the State through the promotion of employment and advancement of commerce
during the construction period. Upon completion, the Project is expected to enhance the Region by
supplying affordable housing, creating additional jobs, and fill various open positions that are available
in the Region, having a substantial annual economic impact to the Region and state.

Therefore, it is found that not less than 50%, by area, of the real property within the district will
stimulate and develop the general economic welfare and prosperity of the State of South Dakota
through the promotion and advancement of industrial, commercial, manufacturing, agricultural, and
natural resources. It is also found that the improvement of the area is likely to significantly enhance the
value of all real property in the District in accordance with SDCL 11-9-8.
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Definitions Used in This Plan

The following terms found in this Plan are defined below:

Base Value or Tax Incremental Base Value means the aggregate assessed value of all taxable property
located within a Tax Incremental District on the date the district is created, as determined by SDCL 11-9-
20.

Blighted means property that meets any of the criteria as defined and established by SDCL 11-9-9.

Developer means any individual or entity responsible for carrying out any portion of the projects listed
in the TIF Plan, including both expenses considered eligible for TIF reimbursement, and any other costs
associated with private projects within the plan. In this Plan, the Developer is High Plains LLC.

Project Developer Agreement means any agreement which is binding between the City and one or
more Developers, and which specifies the duties, responsibilities, and obligations of all parties relative
to the implementation of this plan. The agreement commits the Developer to complete listed projects
and commits the City to payments of tax increment revenues to the developer(s), among other items.
The agreement can include contingency and performance revisions.

Economic Development means all powers expressly granted and reasonable inferred pursuant to SDCL
9-54,

Generally Applicable Taxes means taxes that have a uniform rate that is applied to all persons of the
same classification in the appropriate authority, and the tax has an applicable manner of determination
and collection.

Governing Body means the Watertown, S.D (SOUTH DAKQOTA). City Council.

Plan means this Project Plan.

Planning Commission means the City of Watertown S.D. Planning Commission.

Project Costs means any expenditure or monetary obligations by the City of Watertown, whether made,
estimated to be made, incurred, or estimated to be incurred, which are listed as project Costs herein will
include any costs incidental thereto but diminished by any income, special assessments, or other
revenues, other than tax increments, received, or expected to be received, by the City of Watertown in
connection with the implementation of this Plan.

Project Plan refers to this plan.

Project Site means the location of the project.

Public Works means the Infrastructure Improvements, the acquisition by purchase or condemnation of

real and public property within the Tax Increment District and the sale, lease, or other disposition of
such property to private individuals, partnerships, corporations, or other entities at a price less than the
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cost of such acquisition which benefit or further the health, safety, welfare, and economic development
of the City and Project Costs.

SDCL means South Dakota Codified Law.

South Dakota Housing Development Authority (SDHDA) was created by the South Dakota Legislature in
1973 with a stated mission to provide decent, safe, and affordable housing to low- and moderate-
income South Dakotans. SDHDA is a self-supporting, nonprofit entity that uses no state tax dollars to
fund its operating budget. SDHDA utilizes housing bonds, tax credits and other federal and state
resources to fund housing programs that provide mortgage and down payment assistance, housing
construction and rehabilitation, homelessness prevention and rental assistance.

Taxable Property all taxable property located in a Tax Incremental District.

Tax Increment District a contiguous geographic area within the City of Watertown defined and created
by resolution of the governing body and named “City of Watertown Tax Increment Financing District

Number Seventeen” (TIF No.17).

Tax Increment Valuation is the total value of the Tax Increment Financing District minus the tax
incremental base pursuant to 11-9-19.

TIF Plan refers to this project plan.

All other definitions in SDCL 11-9 shall apply.
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Document Prepared By:
City Attorney’s Office

PO Box 910

Watertown, SD 57201-0910
605-882-6200

TIF#17 DEVELOPMENT AGREEMENT

THIS DEVELOPMENT AGREEMENT (this “Agreement”) is entered into as of this
____ day of , 2022 (the “Effective Date”) by and between the CITY OF
WATERTOWN a South Dakota Municipality (“City”), and HIGH FIVE DEVELOPMENTS,
LLC, a South Dakota Limited Liability Company (“Developer”).

RECITALS:

WHEREAS, City has an interest in promoting economic development and is authorized
pursuant to SDCL Chapter 11-9 (the “Act”), and any amendments thereto, to create tax increment
districts for such purposes; and

WHEREAS, Developer intends to construct an affordable housing development located
west of the Watertown Regional Airport consisting of 69 single-family residential homes based in
part on the City’s creation of a tax increment district that will provide a grant to Developer; and

WHEREAS, in order to accelerate the development of certain property that would not
otherwise occur solely through private investment in the reasonably foreseeable future, the City
Council of the City of Watertown (the “Council””) on September 7, 2021 adopted Resolution No.
21-39, a true and correct copy of which is attached hereto as Exhibit A, to create Tax Increment
District Number 17 (the “TID” or “District” or “TIF #17”), encompassing the following described

real property (the “TID Property”):

The North 782.30 feet of the East 589.60 feet, of the NW %4, Section 35, Township 117
North, Range 53 West, Codington County, South Dakota

WHEREAS, the Act authorizes the expenditure of funds derived within a tax increment
district for the payment of expenditures made or estimated to be made and monetary obligations
incurred or estimated to be incurred by the City establishing the TID, for grants, costs of public
works or public improvements in the TID, plus other costs incidental to those expenditures and
obligations, consistent with the project plan of the TID, which expenditures and monetary
obligations constitute project costs, as defined in Section 11-9-14 of the Act; and

WHEREAS, on September 7, 2022, the Council adopted Resolution No. 21-39 to approve
the original Tax Increment Project Plan providing for development of the TID Property, which



included the payment of a grant to Developer in an amount not to exceed $2,542,906.00 toward
certain costs of development.

WHEREAS, on June 6, 2022, the Council adopted Resolution No. 22-31 to approve the
amended Tax Increment Project Plan (true and correct copies of the resolution and the amended
plan are attached hereto as Exhibit B and Exhibit C, respectively, and incorporated by reference),
providing for the development of the TID Property (the “Project Plan”), which includes the
payment of a grant to Developer in an amount not to exceed $5,678,108.29 toward certain costs of
development as described in the Project Plan.

NOW, THEREFORE, in consideration of the mutual promises, covenants, obligations,
apportionment and benefits contained in this Agreement, City and Developer hereby agree as
follows:

Section 1. Definitions

Unless the context otherwise requires, the terms used in this Agreement will have the meanings
set forth in this Section. If not defined in this Agreement, capitalized terms will have the meaning
given to them in the Project Plan.

“Base Revenues” means the taxes collected on the Base Value.

“Base Value” means the value of the TID Property at the time of the creation or
amendment of the district as certified by the South Dakota Department of Revenue.

“Construction Schedule” means the timetable for constructing the improvements
specified in Section 3.01(b).

“Grant” means an amount not to exceed $5,678,108.29 through the use of Tax Increment
Revenues.

“Project” means an affordable-housing development located west of the Watertown
Regional Airport entailing the construction of 69 single-family residential homes.

“Project Costs” means $5,678,108.29 of construction costs associated with the Project.

“Public Improvements” means all improvements referenced in the Project Plan that
constitute public improvements to be dedicated to the City upon completion.

“Tax Increment Revenue(s)” means all tax revenues of the TID Property in excess of the
Base Revenues.

Words used herein in the singular, where the context so permits, also includes the plural and vice
versa, unless otherwise specified. Unless otherwise specified, the terms used in this Agreement
found in the Act shall have the meaning set forth in the Act.



Section 2. Obligation and Representations

2.01 Remittance of Tax Increment Revenues. City agrees to pay to Developer through a grant,
but solely from Tax Increment Revenues, a sum not to exceed $5,678,108.29.

2.02 Grant. The parties acknowledge that Developer’s right to receive the Tax Increment
Revenues hereunder is a grant under the Act, and a personal property right vested with Developer
on the date hereof.

2.03 No Certificated Tax Increment Revenue Bonds. City will have no obligations to the
Developer except as set forth in this Agreement, and will not issue any certificated tax increment
revenue bonds to evidence such obligations.

2.04 Developer’s Representations.

@) Developer is a Limited Liability Company organized in the State of South Dakota.

(b) Developer has the authority to enter into this Agreement and to perform the
requirements of this Agreement.

(© Developer’s performance under this Agreement will not violate any applicable
judgment, order, law or regulation.

(d) Developer’s performance under this Agreement will not result in the creation of
any claim against City for money or performance, any lien, charge, encumbrance
or security interest upon any asset of City.

(e) Developer will have sufficient capital to perform all of its obligations under this
Agreement.

()] Developer owns the TID Property.

(9) Developer waives its right to participate in the County’s Property Tax Reduction
Program for the Project.

2.05 Approvals. The City’s obligations pursuant to this Agreement are specifically conditioned
upon the resolution implementing TIF #17 becoming effective. The City will make good faith
efforts to timely introduce and secure approval of such resolution.

2.06 Payment of Tax Increment Revenues. Upon Developer’s South Dakota propety tax
payments each April and October, Developer will provide City with documentation confirming
such payments. City will refund to Developer the Tax Increment Revenue portion of each payment
within a reasonable time, but not later than each June 15 and December 15, respectively.

2.07 Continued Cooperation. City and Developer represent each to the other that they will
make reasonable efforts to expedite the subject matters hereof and acknowledge that the successful
performance of this Agreement requires its continued cooperation.



2.08 No General Obligation of the City. City’s obligations hereunder are limited obligations
payable solely out of the Tax Increment Revenues and are not payable from any other revenues of
City, nor a charge against its general taxing power. Developer shall bear all risks that such Tax
Increment Revenues may be insufficient to pay the maximum amounts specified in Section 2.01.

2.09 Assignment of Payments. For the purpose of financing its obligations related to this
Agreement, Developer hereby pledges, transfers, and assigns its right to payments hereunder to
First Bank and Trust, 1120 9" Ave SE, Watertown, SD 57201. Developer directs the City to pay
and remit directly to First Bank and Trust each and every payment and reimbursement to be made
pursuant to this Agreement until no balance remains on Developer’s bank loan. Thereafter, any
remaining payments due hereunder shall be remitted to Developer. The City shall not begin to
remit payments to Developer unless and until First Bank and Trust gives written notification to the
City that’s all of its debt related to this project has been paid in full.

The City consents to the assignment and agrees to remit payments made under this Agreement to
First Bank and Trust and to provide First Bank and Trust concurrent copies of any written notice
delivered to Developer. Upon written notice to the City, and with the express written consent of
First Bank and Trust, Developer may re-assign to itself or another third party its right to payments
hereunder. Irrespective of the assignee, Developer’s right to such payments is subject to the other
limitations of this Agreement.

Section 3. The Project.

3.01 The Project. The Project will be comprised of real estate, and the design, construction,
assembly, and installation of the improvements described in the Project Plan.

@ Description of the Project. The Project consists of $5,678,108.29 of improvements
to the property as described in the Project Plan.

(b) Completion of the Project Improvements: Developer shall diligently work to
complete the respective portions of the project by July 1, 2025.

The time periods set forth above in this Section 3.01(b) shall be extended by reason of delays
caused by Force Majeure. As used herein, “Force Majeure” shall refer to delays caused by or
occasioned by labor disputes, acts of God, moratoriums, war, riots, insurrections, civil commotion,
a general inability to obtain labor or materials, fire, unusual delay in transportation, severe and
adverse weather conditions preventing performance of work, unavoidable casualties, failures to
act by any governmental entity or their respective agents or employees, governmental restrictions,
regulations or controls including the inability to obtain the necessary governmental approvals
and/or permits necessary to complete any portion of the Project.

3.02 Construction of the Public Improvements. The City of Watertown will cause Public
Improvements to be constructed by the Developer through private contract. The City will not bid
nor contract any improvement described in the Project Plan or this Agreement.



3.03 Financing of the Project and Improvements. Payment of all Project Costs will be made
from Developer’s own capital and/or other sources obtained solely by Developer. Developer may
use any or part of the TID Property as collateral for such loans as required to pay Project Costs.

Section 4. Developer Covenants

4,01 Duties and Obligations of Developer. Developer hereby agrees to: (a) complete, or cause
to be completed, all improvements described in the Project Plan and this Agreement, (b) provide,
or cause to be provided, all materials, labor, and services for completing the Project, (c) obtain or
cause to be obtained, all necessary permits and approvals from City and/or all other governmental
agencies having jurisdiction over the construction of improvements to the TID Property, (d)
provide the City all necessary information, including documentation of actual expenses incurred
for Reimbursable Project Costs, and (€) submit written annual reports, starting no later than thirty
(30) days following the end of the fiscal year in which the TID was created detailing the amount
of Tax Increment Revenues received and the amounts thereof applied to pay Developer’s Project
Costs.

4.02 Insurance. Developer will maintain a policy of liability insurance, acceptable to City, with
liability limits of at least One Million Dollars ($1,000,000) that names City as an additional
insured. Such a policy must remain in effect until City accepts the improvements. City will provide
no insurance for the Project.

4.03 Indemnification. Except to the extent of the negligence or willful misconduct of
Indemnitees, Developer will without a determination of liability or payment being made FULLY
INDEMNIFY, DEFEND, and HOLD HARMLESS, City (and the elected officials, employees,
officers, directors, and representatives of City) (collectively, “Indemnitees”) from and against any
and all costs, claims, liens, damages, losses, expenses, fees, fines, penalties, proceedings, actions,
demands, causes of action, liability and suits of any kind and nature, including but not limited to,
personal injury or death and property damage, made upon City directly or indirectly arising out of,
resulting from or related to Developer’s negligence, willful misconduct or criminal conduct in
Developer’s activities under this Agreement, including any such acts or omissions of Developer,
its Members, Managers, any agent, officer, director, representative, employee, consultant or
subconsultants of Developer, and their respective officers, agents, employees, directors and
representatives while in the exercise or performance of the rights or duties under this Agreement,
all without, however, waiving any governmental immunity available to City under South Dakota
law and without waiving any defenses of the parties under South Dakota law. The provisions of
this INDEMNIFICATION are solely for the benefit of the parties hereto and not intended to create
or grant any rights, contractual or otherwise, to any other person or entity. Developer will promptly
advise City in writing of any claim or demand against City related to or arising out of Developer’s
activities under this Agreement and will see to the investigation and defense of such claim or
demand at Developer’s cost to the extent required in this paragraph. City will have the right, at its
option and expense, to participate in such defense with attorneys of its choice, without relieving
Developer of any of its obligations under this paragraph. Neither party shall be liable for incidental,
indirect, special or consequential damages hereunder, even if advised of the possibility thereof.

4.04 Liability. Developer will be solely responsible for compensation and taxes payable to any
employee or contractor of Developer, and none of Developer’s employees or contractors will be
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deemed to be employees or contractors of City. No elected official, director, officer, employee,
representative or agent of City shall be personally responsible for any liability arising out of or
resulting from this Agreement.

4,05 Taxes & Licenses. Developer will pay, on or before their respective due dates, to the
appropriate collecting authority all Federal, State, and local taxes and fees that are now or may
hereafter be levied upon the TID Property or upon Developer or upon the business conducted on
the TID Property, or upon any of Developer’s property used in connection therewith, including
employment taxes; and Developer shall maintain in current status all Federal, State, and local
licenses and permits required for the operation of the business conducted by Developer.

4.06 Examination of Records. Developer will allow City to conduct examinations and makes
copies, during regular business hours and following notice to Developer by City, of the books and
records related to this Agreement no matter where books and records are located.

Section 5. Term and Termination

5.01 Term. The term of this Agreement shall commence on the date the resolution approving
this Agreement becomes effective and end on the date which is the earliest to occur of the
following, at which time City’s obligations hereunder will be deemed fully discharged:

(i) the date on which the amount payable under Section 2.01 has been paid in full to
Developer, or to Developer’s assign(s) pursuant to Section 2.09;

(if) the date this Agreement is terminated as provided in Section 5.02; or

(iii) the 20th anniversary of the creation of the TID.

5.02 Default and Termination. If Developer fails to commence and complete construction
substantially in accordance with the construction schedule detailed in Section 3.01(b) above, City
may terminate this Agreement if Developer does not fully cure its failure within sixty (60) calendar
days after receiving written notice from City requesting the failure be cured. If the Agreement is
terminated as set forth in this Section, City’s obligations under this Agreement will be deemed
fully discharged.

Section 6. Miscellaneous

6.01 Non-Waiver. Provisions of this Agreement may be waived only in writing. No course
of dealing on the part of City, or Developer nor any failure or delay by City or Developer in
exercising any right, power, or privilege under this Agreement shall operate as a waiver of any
right, power or privilege owing under this Agreement.

6.02 Entire Agreement. This Agreement embodies the final and entire agreement between the
parties hereto concerning the subject matter herein. The Exhibits attached to this Agreement are
incorporated herein and shall be considered a part of this Agreement for the purposes stated herein,
except that if there is a conflict between any such Exhibit and a provision of this Agreement, the
provision of this Agreement will control.



6.03 Amendments. All amendments to this Agreement and the Project Plan may only be made
in a writing executed by City and Developer, after obtaining all necessary approvals.

6.04 Severability. If any clause or provision of this Agreement is held invalid or unenforceable,
such holding will not invalidate or render unenforceable any other provision hereof.

6.05 Venue and Governing Law. This Agreement shall be construed under and in accordance
with the laws of the state of South Dakota. Any legal action or proceeding brought or maintained,
directly or indirectly, as a result of this Agreement shall be heard and determined in Codington
County, South Dakota.

6.06 Notice. Any notice sent under this Agreement shall be written and mailed with sufficient
postage, sent by certified mail, return receipt requested, documented facsimile or delivered
personally to an officer of the receiving party at the following addresses:

City: Developer: Assignee:

City of Watertown High Five Developments, LLC First Bank & Trust
PO Box 910 620 10" St SW 1120 9™ Ave SE
Watertown, SD 57201 Watertown, SD 57201 Watertown, SD 57201

Any of the above parties may, by notice given hereunder, designate any further or different
addresses to which subsequent notices, certificates, or other communications may be sent.

6.07 Assignment. This Agreement shall inure to the benefit of, and be binding upon, the
successors and assigns of Developer.

6.08 Captions. Captions used herein are only for the convenience of reference and shall not be
construed to have any effect or meaning as to the agreement between the parties hereto.

IN WITNESS THEREOF, the parties hereto have caused this instrument to be duly
executed as of the day and year first written above.

Signature and Notary Page Follows



CITY OF WATERTOWN HIGH FIVE DEVELOPMENTS, LLC

Amanda Mack By:
City Manager Its:
ATTEST:

Kristen Bobzien
Finance Officer
(SEAL)

STATE OF SOUTH DAKOTA )

. SS.
COUNTY OF CODINGTON )
On this the day of , 2022, before me, the undersigned officer,
personally appeared , who acknowledged himself to be the

of High Five Developments, LLC, and that he as such
, being authorized to do so, executed the foregoing instrument for the
purposes therein contained by signing the name of High Five Developments, LLC, by himself as
a

IN WITNESS THEREOF I hereunto set my hand and official seal.

(SEAL)
Notary Public — South Dakota
My Commission Expires:

STATE OF SOUTH DAKOTA )
. SS.
COUNTY OF CODINGTON )

Onthisthe __ day of , 2022, before me, the undersigned officer,
personally appeared Amanda Mack and Kristen Bobzien, who acknowledged themselves to be the
City Manager and Finance Officer, respectively, of the City of Watertown, a municipal
corporation, and that they as such City Manager and Finance Officer, being authorized to do so,
executed the foregoing instrument for the purposes therein contained by signing the name of the
City of Watertown by themselves as City Manager and Finance Officer.

IN WITNESS THEREOF I hereunto set my hand and official seal.

(SEAL)

Notary Public — South Dakota
My Commission Expires:



EXHIBIT A &B

Resolutions



EXHIBIT C

Project Plan



RESOLUTION NO. 22-31

A RESOLUTION TO PROVIDE FOR THE CREATION OF
TAX INCREMENT DISTRICT NUMBER SEVENTEEN

WHEREAS, the Planning Commission of the City of Watertown has held a public hearing on
May 26™, 2022 and adopted and recommended the district boundaries and tax increment plan for Tax
Increment District Number Seventeen, City of Watertown, South Dakota and;

WHEREAS, the City Council of the City of Watertown, South Dakota (the “City”), has the
powers, pursuant to SDCL 11-9-2, to create Tax Increment District Number Seventeen, City of
Watertown, South Dakota, and to define its boundaries.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
WATERTOWN, SOUTH DAKOTA:

That pursuant to SDCL Chapter 11-9, the City Council hereby declares the following:

1.

2.

Authority and Declaration of Necessity. The City of Watertown, South Dakota, declares the
necessity for the creation of Tax Increment District Number Seventeen, City of Watertown,
(hereinafter sometimes referred to as the “District”), pursuant to SDCL Chapter 11-9.
Further, the City recognizes that in making the area within the district suitable for this
development, the project will require a substantial investment to pay for the costs of site
preparation and installation of required public infrastructure. The project will provide single-
family residential affordable housing in the area and attract additional workforce for the
region.

Findings. The City Council makes the following findings with regard to economic
development:
a. Not less than 50%, by area, of the real property within the district will be developed
for affordable housing purposes;
b. Development of the District will stimulate and develop the general economic welfare
and prosperity of the State of South Dakota
c. Improvements to the District will significantly and substantially enhance the value of
all real property within the District;
d. Development of the District will enhance the Region by supplying affordable
housing, creating additional jobs, and fill various open positions that are available in
the Region, having a substantial annual economic impact to the Region and state;

Findings of Maximum Percentage of Tax Increment Districts. The aggregate assessed value
of the taxable property in the District, plus all other tax increment districts, does not exceed
ten percent (10%) of the total assessed valuation of the City.

Creation of District. There is hereby created, pursuant to SDCL Chapter 11-9, Tax Increment
District Number Seventeen, City of Watertown, South Dakota. The District is hereby created
on the day this resolution becomes effective which shall be twenty (20) days after publication
of this resolution.




5. Designation of District Boundaries. The District shall be located within the northern,
southern, western and eastern boundaries of the following described real property:

The East 580 feet less the South 1128 feet of the NW1/4 Section 35 T117N R53W
of the 5" P.M. Codington County, South Dakota

6. Creation of Tax Increment Fund. There is hereby created, pursuant to SDCL 11-9-31, a Tax
Increment District Number Seventeen Fund, which shall be a segregated asset account. All
tax increments collected pursuant to Tax Increment District Number Seventeen shall be
deposited into the Tax Increment District Number Seventeen Fund. All funds in the Tax
Increment District Number Seventeen Fund shall be used solely for those purposes expressly
stated and reasonably inferred in SDCL Chapter 11-9 and per the Developer’s Agreement
between the Developer and City of Watertown.

7. Adoption of Tax Increment Plan. The City Council of the City of Watertown does hereby
adopt the Tax Increment Plan Number Seventeen as presented.

Dated this 6 day of June, 2022

The above and foregoing Resolution was moved for adoption by Alderperson ,
seconded by Alderperson , and upon voice vote motion carried, whereupon the
Mayor declared the Resolution to be duly passed and adopted.

I hereby certify that Resolution No. 22-31 was published in the Watertown Public Opinion, the
official newspaper of said City, on the day of June, 2022.
Kristen Bobzien, Finance Officer

ATTEST: CITY OF WATERTOWN

Kristen Bobzien Ried Holien
Finance Officer Mayor
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