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QOctober 19, 2020

David Weinstein

The Trust for Public Land
1007 € Main, STE 300
Bozeman, MT 59715

Dear Mr. Weinstein:

i behalf of the City of Billings, | would like to request technical assistance from The Trust for
Public Land in connection with our efforts to finance our patks, tralls, open spaces, and other
conservation priorities, As part of your advice and assistance, | understand you may undertake
feasibility research, conduct a public opinion survey, and develop strategies for our
consideration.

| am interested nat only in the factual information that you can provide, but also your
preanization’s opinions and recomm endation on public financing measures available to Billings.
This could include the public's priorities and attitudes concerning outdoor racreation, parks,
trails, natural areas and other aspects of land and water conservation.

Infarmation provided to the City of Billings will be public record as a matter of law. This request
does not in any way commit public funds to the efforts of The Trust for Public Land related to
this request, nor does it require public disclosure of any confidential Information of the
organization.

This request will continue in effect for any advice you offer ar presentations you submit for the
use of this body related to such matters, 16 addition, | would like to take this oppo rtunity to
request that you continue to be available to provide technical advice and assistance in this area
and an related matters in the future,

Sincerely,

2yl

Witliam A. Cole, Mayor
City of Billings
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INTRODUCTION

The Trust for Public Land (TPL) is a national nonprofit land conservation organization that
creates parks and protects land for people, ensuring healthy, livable communities for
generations to come. The Trust for Public Land is based in San Francisco and has 40
offices nationwide, including one in Bozeman with a program for land protection and
parks in Montana. To help public agencies or land trusts invest in parks and land
protection, the Trust for Public Land’s Conservation Finance program assists communities
in identifying and securing public financing. The Trust for Public Land offers technical
assistance to elected officials, public agencies and community groups to design, pass and
implement public funding measures that reflect popular priorities. Helping communities
secure dedicated conservation funding is often the tipping point that leads to deeper
ecological responsibility and more prudent land use, better managed growth, and increased
protection of natural landscapes. TPL’s land protection team helps public agencies and
other organizations complete conservation real estate transactions, and our urban team
helps to design and build parks and playgrounds.

The Trust for Public Land works across the full range of landscapes necessary for human
health and well-being — from inner city to wilderness. The Trust for Public Land has the
expertise and resources to tackle the most complex parks and land protection projects. TPL
is the only national nonprofit organization working to provide close-to-home nature in
cities and metropolitan areas, where 85 percent of Americans live.

The Trust for Public Land’s Conservation Finance Program provides professional,
technical assistance that helps government officials and administrators research and
evaluate conservation finance options. Since 1996, The Trust for Public Land has worked
on over 700 state and local ballot measures and legislative campaigns to generate more
than $80 billion to protect special places nationwide for parks, trails, beaches, historic
landmarks, forests, rivers and lakes, wilderness, farms, and ranches. Voters have approved
82 percent of the ballot measures supported by The Trust for Public Land.

In Montana, The Trust for Public Land’s Conservation Finance staff has provided technical
assistance and planning services to several jurisdictions including Bozeman, Missoula,
Whitefish, Gallatin County, and Missoula County. Since 2000, The Trust for Public Land
has supported 13 successful conservation finance ballot measures in Montana and
generated more than $249 million for parks, trails, and open space conservation.

The following study presents options for the City of Billings to consider for creating
reliable, ongoing funding for parks and land conservation. This research provides a stand-
alone, fact-based reference document that can be used to evaluate financing mechanisms
from an objective vantage point.'

' The contents of this report are based on the best available information at the time of research and drafting, October 2020.
This feasibility study is not a legal document and should not be relied upon for legal purposes.
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EXECUTIVE SUMMARY

In conjunction with the recent completion of its Master Plan, the City of Billings and
Mayor Cole asked The Trust for Public Land to conduct a feasibility analysis to explore
public funding options to support parks, trails, open space, and recreation throughout the
city. The report analyzes several possible alternatives including allowable rates and limits,
implementation procedures, and revenue raising capacity.

In Montana, local government funding for land conservation most often takes the form of
budget appropriations, property taxes, general obligation bonds backed by property taxes,
parkland dedication through the development review process, and less frequently, impact
fees. This study focuses on the options that present the best opportunities for financing in
Billings, which are as follows:

Property Tax. The City of Billings may impose a new mill levy by submitting the question
to electors at a regular, primary, or special election. For example, a 10-mill property tax
levy would generate approximately $2 million annually at a cost of about $28 per year to
the average homeowner in the city. A mill levy must be approved by a majority of city
voters.

Bonding. The city has ample debt capacity to issue a general obligation bond for parks and
conservation purposes and to levy property taxes to pay the debt service. A general
obligation bond issue must be submitted to the city voters at a general election, at a special
election that is conducted in conjunction with a regular or primary election, or by mail
ballot. For example, the city could issue a bond of $15 million which would add about $1
million to the annual debt service and would cost approximately $14 a year for the average
homeowner over the life of the bond (20 years). Bond proceeds are limited to capital
projects and may not be used for operations and maintenance purposes.>

Local Option Sales Tax. The city could seek authority from the state legislature to impose
a local option sales tax. Similar to the resort tax available to certain communities in
Montana, a local option sales tax would help cities like Billings pay for the services used
by the millions of tourists who visit the state each year.

3 Federal IRS rules governing the issuance of tax-exempt bonds limit the use of proceeds to capital purposes such that only a small
fraction of bond funds may be used for maintenance or operations of facilities. State and local laws may further limit the use of bond
proceeds.
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CIiTY OVERVIEW*

Billings is the largest city in Montana, with a population estimated at 109,642 in

2019. Located in the south-central portion of the state, it is the seat of Yellowstone County
and the principal city of the Billings Metropolitan Area (MSA), which has a population of
171,677. The Billings, Montana, MSA stretches over about 4,700 square miles, which is
roughly the size of Connecticut. The MSA includes three counties—Y ellowstone, Carbon,
and Golden Valley—and 38 census tracts.

Billings is the trade and distribution center for much of Montana east of the Continental
Divide, Northern Wyoming, and western portions of North Dakota and South Dakota.
Billings is also the largest retail destination in the Upper Plains. Export components of
retail trade, wholesale trade and professional services were the greatest contributors to
economic growth since the Great Recession. Manufacturing (primarily the oil refineries)
has also been growing. In the last few years, increases in the health care industry have been
significant. Since 2014, the Billings area economy has been challenged by the slump in the
Bakken due to low oil prices.

Government
The City of Billings operates under a Home Rule Billings Mayor & City Council
Charter with a Cpuncﬂ-Manager fo.rm Qf Namme Ward End of Term
government. Policymaking and legislative _
authority are vested in a 10-member council and BilCole Mayor | Dec2021
mayor. Two council members are elected from Mike Yakawich ! Dec 2021
each of 5 wards for four-year terms with a Ee”dkraEShZW ; Eec 22;:’
. . rani wa ec
maximum of two consecutive terms. The mayor Rov Noose 5 Doc 2003
. . y
is ele‘tcted at-large for a fou‘r-year term with a Denise Joy 3 Doc 2021
maximum of two consecutive terms. The City Danny Choriki 3 Dec 2023
Council hires a City Administrator (Manager) to Penny Ronning 4 Dec 2021
oversee the day-to-day operations of the City. Pam Purinton 4 Dec 2023
Shaun Brown 5 Dec 2021
Five council seats and the mayor will be on the Mike Boyett 5 Dec 2023
November 2021 ballot City of Billings website, accessed 9/4/20

Budget

During the development of the proposed Fiscal Year 2021 (FY21) budget, Billings was
experiencing a global pandemic. Decisions were made for the FY21 budget across the City
to reduce costs, reduce or eliminate assessment increases, and delay a Public Safety Levy
proposition to the voters until FY2022. This will have impacts on the services provided by
the City for the coming year.

4 This section is largely excerpted from city documents including the City of Billing Comprehensive Parks and Recreation Master
Plan; the City of Billings 2019 CAFR; and the Fiscal Year 2021 Adopted Budget.

THE TRUST FOR PuBLIC LAND :: CONSERVATION FINANCE DEPARTMENT 7



BILLINGS, MT | CONSERVATION FINANCE FEASIBILITY STUDY | NOVEMBER 2020

The FY2021 adopted budget shifts $1 million of Parks and Forestry costs out of the
General Fund and into the Park District 1 (PD1) fund. This will ease the burden on the
General Fund, but will not eliminate the need for additional adjustments in the future. This
shift in eligible expenses, increases PD1 from $2 million to $3 million annually and raises
the assessment $13.77 per year on a Billings home worth $211,000. The adopted budget is
using $4.7 million of reserves to balance the budget.

Because of the City Charter’s hard mill levy cap of 74 mills, the ability to pay for the
increased demand for services primarily relies on voter-approved mill levy increases or the
creation of districts as permitted under Montana Code. Voters approved a mill levy
September 15, 2020 that will repeal and replace the 2004 Public Safety mill levy. The
General and Public Safety Funds should see an additional $4M in revenue reducing the
city’s dependence on reserves to ~$700,000 for FY21.

In FY20, City Council levied 160.02 mills, while in FY21 City staff estimate the mills to
decrease to 159.84. The reduction is a result of the final General Obligation debt payment
on the GO Parks project from 2000.

Mayor/Council $ 264,919 $ 261,042

City Administrator 1,028,702 906,846
Court 1,479,095 1,493,143
Attorney 2,092,530 1,891,799
Human Resources 825,565 826,205
Finance 1,562,163 1,627,061
Code Enforcement 575,602 564,362
Parks and Recreation 4,497,703 5,617,665
Police 25,925,826 26,737,516
Fire 21,303,438 20,973,126
Non-Departmental 1,895,897 1,864,686
Total $ 61,441,440 $ 62,663,451
Debt

The City of Billings had total bonded debt and notes outstanding of $196,361,536 at the
end of the current fiscal year. The majority of the debt consists of revenue bonds payable
in the amount of $152,284,947. These bonds are secured by specific revenue sources
consisting mostly of loans for a major Wastewater plant project and Solid Waste Landfill
drop-off facility. General Obligation Bonds in the amount of $19,797,206 of debt is backed
by the full faith and credit of the government. The remaining amounts are special
assessment debt in the amount of $18,954,420, which is assessed to benefit property
owners, and $5,292,757 for capital leases. Under the current State statutes, City general
obligation bonded debt issuances are subject to a legal limitation based on 2.50 percent of
assessed market value of the property subject to taxation. As of June 30, 2019, the City’s
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general obligation bonded debt of $19,797,206 was well below the legal debt limit of
$313,871,631. General obligation net bonded debt per capita equated to $158.19.

Parks

The Department of Parks, Recreation and Public Lands (PRPL) manages the City’s Parks
and Recreation System comprising approximately 2,580 acres (roughly 4 square miles) of
parkland that includes: 171 Park Areas, 40 playgrounds, 26 restrooms, 29 basketball
courts, 19 tennis courts, 29 park shelters, 66 horseshoe pits, over 100 athletic fields
(soccer, baseball and softball), 6 neighborhood centers, 30 miles of paved multi-use trails,
3 cemeteries in two locations, 2 outdoor pools, 2 wading pools, 4 spray parks, 1 dog park,
batting cage facility, Par 3 golf course (operated by the Exchange City Golf Corporation),
and a minor league baseball stadium.

The department provides over 270 recreation programs for people of all ages (pre-school
through senior citizens). These programs are offered in a wide range of interests including;
Aquatics, Youth Sports, Youth Camps, Adult sports, Fitness, Special Interest, and Adults
Age 55+. In addition, activities are also provided by the department indirectly through
partnerships with various organizations (Billings Little League Baseball, American Legion
Baseball, Yellowstone Valley Audubon Society, Amend Park Development Council,
Billings Mustangs, Billings Softball Association, etc.). Furthermore, over 100
organizations are scheduled and issued Park Use Permits for various park and facility
usage each year.

FY2020 Projected Revenues
$9,041,766

General Fund

THE TRUST FOR PUBLIC LAND :: CONSERVATION FINANCE DEPARTMENT 9
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FY2020 Budgeted Operating Expenditures
$8.284,473

Senior Services 2
Park Special Funds 5% Aquatics
£3

an 5%

Park District #1 O&M

o% Recreation
13%
Administration
1

Park

Maintenance
Cometsry Drstricts

L35 1%

Caphtal Improvement

Parks %
IS Urban Forestry

%

CAPITAL IMPROVEMENT PLAN SUMMARY

Improvement Type
Critical $22,542,500
Sustainable $770,000
Visionary $61,142,000

The Park Maintenance District Division manages and maintains 36 developed community
and neighborhood parks throughout Billings. The fund is used for management and
maintenance of the parks, including irrigation systems and water services, turf
management and maintenance, weed management, playground inspections and
maintenance, trash removal, snow removal, tree and shrub care, and other services.
Revenue is generated through assessments to property owners.
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Park District 1

Through the establishment and funding of the city-wide park maintenance district, deferred
maintenance items in General Fund-Parks will be fixed and repaired; thus, improving the
quality and enjoyment of these facilities for the public. Revenue comes from assessments
to property owners within the city limits of Billings.

The final 2021 budget includes a shift of $1 million from the parks department general
fund budget into the Park District 1 assessment. This raises the assessment $13.77 per year

on a Billings home worth $211,000. The Council officially approved the total assessment
of Parks District 1 at its last meeting in September.’

Parks Master Plan
Q13. Level of Support of Various Sources of Funding

To help inform the 2017 City of S E——
Billings Parks and Recreation ' ;
Comprehensive Master Plan, the
ETC Institute mailed a survey
packet to a random sample of
households in the City of
Billings. A total of 505 residents
completed the survey. Some of
the major findings of the survey
are summarized below.

Increass Ciy-mde Pack Destnct 3ssessment

issue Genseal Obhganon Bondy
47% of respondents support an
increase in the City-Wide Park
District Assessment.

0% 20% A0% 60% BO% 100%

42% of respondents support an B [ilry Snpputive sl Suppetios ot Suse wbiet Suppeivs |
issuance of general obligation bonds.

60% support the utilization of City-Wide Park District 1 funds for the development of
Community/Regional Parks.

CITY FUNDING OPTIONS
Choosing a Funding Strategy

Generally, there are three primary types of revenue sources available to local governments
to pay for parks and land conservation: discretionary annual spending, creation of
dedicated funding streams, and debt financing. The financing options utilized by a

® https://www.ktvg.com/news/local-news/billings-city-council-passes-2021-budget-expecting-to-use-700-ooo-from-reserves
https://www.ktvg.com/news/local-news/billings-city-council-approves-capital-spending-plan-minus-parks-district
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community will depend on a variety of factors such as taxing capacity, budgetary
resources, voter preferences, and political will.

Significant, dedicated funding generally comes from broad-based taxes and/or the issuance
of bonded indebtedness, which often require the approval of voters. In The Trust for Public
Land’s experience, local governments that allocate funding for parks and recreation via the
annual budget process tend to provide less funding over time than those that dedicate a
funding source. As elected officials go through the process of making critical budgetary
decisions, funding for parks and land conservation often lags behind other public purposes,
and frequently less than what voters would support. It is understandably often difficult to
raise taxes or fees without an indisputable public mandate for the intended purpose.

Ballot measures provide a tangible means to implement a local government’s vision. With
their own funding, local governments are better positioned to secure scarce funding from
state or federal governments or private philanthropic partners. In addition, having a
predictable funding source empowers the city or county to establish long-term
conservation priorities that protect the most valuable resources, are geographically
distributed, and otherwise meet important community goals and values.

Nationwide, a range of public financing options has been utilized by local jurisdictions to
fund parks and open space, including general obligation bonds, the local sales tax, and the
property tax. Less frequently used mechanisms include special assessment districts, real
estate transfer taxes, impact fees, and income taxes. The ability of local governments to
establish dedicated funding sources depends upon state enabling authority. In Montana,
local government funding options for parks and open space have most often taken the form
of budget appropriations, property taxes, general obligation bonds backed by property
taxes, parkland dedication through the development review process, and special district
assessments. Communities have also had success leveraging local resources with funds
from federal conservation programs.

In Montana, overall voter support of local conservation measures has been positive.
Eighty-two percent of county and municipal measures (14 of 17) on the ballot in the State
between 2000 and 2020 were passed by voters.® Most the measures (13) were bonds, three
were property taxes, and there was one resort tax question. Together, the measures
approved $249 million for parks, trails, open space, and recreation. See Appendix A for
more detail on local Montana parks and open space ballot measures.

Conservation finance measures must be considered carefully: not all are right for every
local government or appropriate at the current time. It is especially important to keep
program funding needs in mind, since bond funds are generally restricted to acquisition
and development. If operations and maintenance needs are high, an alternate long-term
funding strategy, such as a property tax, may be more appropriate. Budget appropriations
and other revenue sources that can be implemented by the City Council may well serve as

6 Results of approved 1994 Missoula County bond measure nullified due to low voter participation. Trust for Public Land. “LandVote
database.” http://www.landvote.org. Measures in LandVote record only measures that include funds for new land acquisitions.
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short-term funding options while conservation proponents develop a strategy and cultivate
broad support for longer-term finance options. Some of the specific longer-term finance
options available for Billings are described on the following pages.

Property Taxes

The property tax is one of the largest tax revenue sources for many local jurisdictions,
including Billings. In Billings, the city council cannot levy more than 74 mills on property
without approval of a majority of voters in a regular, primary, or special election.” °

Property tax levies may be imposed in mills and tenths and hundredths of mills,'® and a
mill is equal to $1 per $1,000 of assessed value. The Billings city budget for fiscal year
2021 estimates a mill levy of 159.84 mills per $1,000 of assessed value.!!

CITY OF BILLINGS, MONTANA
Property Tax Rates - Direct and Overlapping Governments
(Per $1000 of Assessed Value)
Last Ten Fiscal Years

(Unaudited)
City Big Sky Total
General Economic Direct and

Fiscal Public Obligation School School Development Overlapping
Year General' Library‘ Safety” Transit Bonds  Total’  County Education ' District  Authority  State Total
2010 74.00 5.00 71.92 10.00 8.52 169.44 106.89 10250 193.87 3.05 47.98 623.73
2011 74.00 500 73.82 10.00 8.60 171.42 11436 102.50 199.73 3.05 49.34 640.40
2012 74.00 500 70.75 10.00 8.98 168.73 11444 102.50 199.19 3.05 49.96 637.87
2013 74.00 500 7111 1000 14.47° 160.11 117.19  102.50 204.53 3.09 52.09 639.51
2014 74.00 5.00 74.36 10.00 15.34 178.70 11833 10250 215.54 3.09 49.36 667.52
2015 74.00 5.00 64.59 10.00 1453 168.12 11710 10250 249.75 3.09 46.10 686.66
2016 67.64 457 6441 9.17 13.05 158.84 10858 102.50 253.28 2.87 4295 670.02
2017 70.61 477 6430 9.54 11.18 160.40 11371 102.50 255.52 2.95 50.61 685.69
2018 70.61 500 6240 10.00 10.99 159.00 11209 10250 263.96 R 51.64 692.36
2019 74.00 5.00 62.88 10.00 11.24 163.12 12476 10250 272.73 329 47 87 714.27

Mill Levy Comparisons

While most communities fund general government services through mill levies, special
districts assessments also play a significant role in individual property tax bills. Each
community in Montana uses a variety of districts to fund government services. The City
compiled the mix of assessments and taxes among cities throughout the State of Montana
to provide the following comparison of assessments and taxes per capita in each of the 6
major cities in Montana. Billings ranks 5th among the major cities in Montana for the
lowest per capita assessment for FY 2019.

7 §15-10-420.

8 Billings City Charter, Section 1.02. Mill Levy Limit. The Council shall not levy more than 74 mills on real and personal property for
all purposes, except as specifically authorized by this Charter. The mill levy on real and personal property may be increased above
the 74 mills for general purposes as provided in this Section 1.02 only by an affirmative vote of a simple majority of the votes cast in
an election on this question. (Ord. No. 4278, § 1, 3-10-80).

9 §15-10-425 (containing mill levy election requirements).

0 MCA §15-10-201.

1 City of Billings Adopted FY 2021 Budget.
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TAX AND ASSESSMENT PER CAPITA

S800.00

$673.63
$700.00
N $590.15 $570.68
S600.00 $507.32
464.32
$500.00 > $467.73
5400.00 Per Capita
$300.00 Assessment
5200.00 Per Capita Tax
5100.00
Great Falls Billings Kalispell Missoula Helena Bozeman

The table below provides the estimated revenue and costs of additional mill levies that
could be implemented for parks and recreation in Billings. For example, a 10-mill property
tax levy would generate approximately $2 million annually at a cost of about $28 per year
to the average homeowner in the city.

Estimated Revenue and Costs of Property Tax Increase
City of Billings
MillLevy  Value of Annual Cost / Avg. Cost / $100K Cost / $200K
Increase One Mill Revenue House House House
5.00 $204,834 $1,024,170 $14.25 $6.75 $13.50
10.00 $204,834 $2,048,340 $28.49 $13.50 $27.00
15.00 $204,834 $3,072,510 $42.74 $20.25 $40.50
20.00 $204,834 $4,096,680 $56.98 $27.00 $54.00
Mill value source Montana Department of Revenue, Biennial Report.
Median home market value = $211,000; taxable value = $2,849. Source: 2020 Public Safety Levy Presentation.

Process for implementation

Billings may impose a new mill levy by submitting the question to electors. Such an
election may be held in conjunction with a regular or primary election or may be a special
election. The city council must pass a resolution or receive a petition indicating an intent to
impose a new levy, increase a mill levy, or exceed the current statutory mill levy on the
approval of a majority of the qualified electors voting in the election.

The resolution or petition must include:
e the specific purpose for which the additional money will be used; and
e the specific amount to be raised and the approximate number of mills imposed;
or
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e the specific number of mills required; and the approximate amount to be raised;
e whether the levy is permanent or the durational limit on the levy.

The form of the ballot must reflect the content of the resolution or charter amendment and
must include a statement of the impact of the election on a home valued at $100,000 and a
home valued at $200,000 in the district in terms of actual dollars in additional property
taxes that would be imposed on residences with those values if the mill levy were to pass.
The ballot may also include a statement of the impact of the election on homes of any other
value in the district, if appropriate.

Bonding

To raise funds for capital improvements, such as land acquisition or building construction,
counties and municipalities in Montana may issue bonds. There are two main types of
bonds: general obligation bonds, guaranteed by the local taxing authority; and revenue
bonds, paid by project-generated revenue or a dedicated revenue stream such as a
particular tax or fee. Generally, bond proceeds are limited to capital projects and may not
be used for operations and maintenance purposes. 2

Montana state law limits general obligation bonded debt for general purposes to 2.5
percent of the total market value (TMV) of property, or roughly $314 million in Billings.
General obligation bonds are limited to a term of 20 years.'?

Park General Obligation Bonds were approved by city voters in 1999 and issued in April
2000. The proceeds are being used for park improvements and for bicycle and pedestrian
trails. In FY 2011, the City issued bonds totaling $1,080,000 for the refunding of Series
2000 parks bonds. The bonds were retired on July 1, 2020.

CITY OF BILLINGS, MONTANA
Legal Debt Margin Information
Last Ten Fiscal Years
(amounts expressed in 000's)
{Unaudited)

Fiscal Year

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
$ 126264 § 110,757 § 125971 § 145915 § 153504 § 158762 § 289,112 $ 291981 § 311,783 § 313872
TemlinetCebt sppicabieHo Timit 20,030 19,343 13,846 27 875 26,407 23,326 27,260 a2 622 23,758 21,887
Legal debt margin $ 106234 § 91414 § 112,125 $ 118040 § 127,098 § 135436 $ 261,852 § 250360 § 288024 $ 291985
Total net debt applicable to the limit
as a percentage of debt limit 15.86% 17.46% 10.99% 19.10% 17.20% 14.69% 9.43% 11.17% 7.62% 6.97%

12 Federal IRS rules governing tax-exempt bonds limit the use of proceeds to capital purposes such that only a small fraction of bond
funds may be used for maintenance or operations of facilities. State and local laws may further limit the use of bond proceeds.
3 MCA §7-7-4202 and §7-7-4205
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The following table illustrates the estimated annual debt service, required property tax rate
per $1,000 of assessed valuation, and annual household cost of various general obligation
bond issue amounts for Billings. For example, the city could issue a bond of $15 million
which would add about $1 million to the annual debt service and would cost approximately
$14 a year for the average homeowner over the life of the bond (20 years). The bond
amounts represented in the table below are well within the available debt capacity for the
City of Billings.

Park Bond Financing Costs for Billings Montana

20-year Bond Issues at 3.0%Interest Rate
Value of 1 Mill = $204,834

Annual Mill Levy Cost / Avg. Cost/ Year/ Cost/ Year/

Bond Issue Size Debt Service Increase House* $100K House $200K House
$10,000,000 $672,157 3.28 $9.35 $4.43 $8.86
$15,000,000 $1,008,236 4.92 $14.02 $6.64 $13.29
$20,000,000 $1,344,314 6.56 $18.70 $8.86 $17.72
$25,000,000 $1,680,393 8.20 $23.37 $11.07 $22.15
$30,000,000 $2,016,471 9.84 $28.05 $13.29 $26.58

Mill value source Montana Department of Revenue, Biennial Report.
Median home market value = $211,000; taxable value = $2,849. Source: 2020 Public Safety Levy Presentation.

The Trust for Public Land’s bond cost calculations provide an estimate of debt service, tax
increase, and cost to the average homeowner in the community of potential bond issuances
for parks and land conservation. Assumptions include the following: the entire debt
amount is issued in the first year and payments are equal until maturity; 20-year maturity;
and a three percent interest rate. Property tax estimates assume that the city would raise
property taxes to pay the debt service on bonds. Other revenue streams may be used to
cover some or all of the debt service, such as appropriations from the general fund. The
cost per household represents the annual impact of increased property taxes levied to pay
the debt service. The estimates do not take into account growth in the tax base, due to new
construction or annexation, over the life of the bonds. The jurisdiction’s officials, financial
advisors, bond counsel and underwriters would establish the actual terms of any bond.

Process for implementation

The City Council must pass and adopt a resolution and provide that the question be
submitted to the city voters at the next general city election, at a special election that is
conducted in conjunction with a regular or primary election, or by mail ballot (a mail ballot
may not be conducted if a regularly scheduled or special election when another election in
the political subdivision is taking place at the polls on the same day).'* The resolution must
state the purpose, the amount of bonds, and the number of years to maturity. The statutes
do not specify any other ballot language requirements.

14 Citizens may petition for a bond issue to be placed on the ballot. The petition must be signed by not less than 20% of electors.
MCA §7-7-4224.
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Notice of the proposed election shall also be published, as required by state statute. !
Approval or rejection of the bond proposition is made by a majority of the votes cast on the
~ 16

issue.

Revenue Bonds

The city could potentially issue revenue bonds, by resolution of the city council, backed by
a commitment of park district assessments to fund capital improvements or land
acquisition.!” For example, a bond issue of $7 million would require roughly $500,000
annually for debt service over 20 years at 3.5 percent interest,'® as depicted in the table to

the right. Assessment revenues have Park District Revenue Bond Financing Costs
not been bonded by the city to date. In Interest  Years to Annual
this scenario, the debt service would Bond Issue Rate Maturity Debt Svce
be paid from existing assessments $5,000,000/  3.5% 20 $351,805
which may impact revenue available $7,000,000/  3.5% 20 $492,528
for other purposes in the parks budget. $10,000,000] 3.5% 20 $703,611
$20,000,000 3.5% 20 $1,407,222

The city also could increase the
assessment to pay the debt service. A $500,000 assessment would cost the average
homeowner'® about $7 a year. The primary consideration for this option would likely be
the very recent increase to the assessment this fall.

Local Option Sales Tax?°

The resort tax is a local option sales tax on the retail value of goods and services sold by
lodging and camping facilities, restaurants and other food service establishments, public
establishments that serve alcoholic beverages by the drink, destination recreational
facilities, and establishments that sell luxuries. The rate is set locally with voter approval.
A local government agency administers the tax.

Resort taxes serve the function of creating a funding source for some communities and
resort areas to finance a variety of services. The intent of a resort tax is to provide revenue
to aid the community in maintenance or improvements to infrastructure. Resort tax
revenues can offset the burdens on a small community of hosting a large number of
tourists. Funds raised by these taxes can be used for a variety of purposes, including
developing and maintaining local infrastructure, and at least 5.0 percent of the proceeds
must be used to provide property tax relief.

5 Montana Code §7-7-4227.

6 Montana Code §7-7-4235.

7 Montana Code Annotated §7-7-4426(2); §7-11-1021(2)(ii).

8 Revenue bonds typically carry a slighter higher interest rate than general obligation bonds.
19 Based on home valued at $211,000.

20 The local option resort tax is authorized in sections 7-6-1501 through 7-6-1532, MCA.
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Originally, the resort tax was capped at 3 percent. In 2019, Governor Steve Bullock
signed a bill that lets Montana’s 10 resort areas ask voters to raise their local option sales
tax to fund infrastructure projects.?! The new law gives voters the option to approve a
luxury sales tax hike from 3 percent to 4 percent, with the additional 1 percent going
toward infrastructure projects. The ballot question brought to voters must include the
projects the new revenue would finance and their costs. The increase would expire when
the projects are completed.

Resort taxes are collected in certain Montana communities and areas that meet specific
population and economic conditions. Ten Montana communities have been designated
resort areas by the Montana Department of Commerce (MDOC) and voters in those
communities have approved a local resort tax. Phillipsburg was determined to meet
statutory criteria to be a resort community by the MDOC in January 2015 but has not yet
held a vote to authorize imposition of the tax. Fort Smith has submitted a request for resort
area determination, which is being processed by the MDOC at this time.??

Under Montana law, there are two types of resort districts: communities and areas. Resort
communities are incorporated towns with populations less than 5,500 people, whereas
areas would be unincorporated entities with fewer than 2,500 people. The Department of
Commerce also looks at other factors when determining if a community qualifies for the
resort designation, including economic wellbeing and location. The ten resort
communities/areas that levy the resort tax are: Big Sky, Cooke City, Craig, Gardiner, Red
Lodge, St. Regis, Virginia City, West Yellowstone, Whitefish, and Wolf Creek. Columbia
Falls voters approved a resort tax in June 2020 that will take effect in 2021. After years of
research and debate, the Polson City Commission voted unanimously to place a three
percent resort tax on the ballot for a special election, slated for Jan. 21, 2021.%

In recent years, several bills have been proposed in the Montana Legislature that would
allow cities and consolidated city-county governments to seek voter approval of a local
sales tax on non-essential items.

Supporters say a local option tax would help cities like Billings pay for the services used
by the millions of tourists who visit the state each year. They argue the tax wouldn’t be
regressive because essential goods — including medicine, food and utilities — would be
exempted and because the revenue would assist property taxpayers. Opponents have said a
local sales tax would hurt rural residents who travel to larger towns for supplies but don’t
necessarily use the infrastructure the tax would fund as well as small businesses competing
with online retailers.

21 MCA §7-6-1503(b)(i)

22 Johnson, Terry and Steinbeck, Lois, “Montana Local Option Resort Tax.”: MT Infrastructure Coalition November 10, 2016..

2 http://www.valleyjournal.net/Article/23825/Polson-commission-approves-putting-resort-tax-on-ballot. Last Updated: 9/15/2020
9:34:37 PM | By Kristi Niemeyer for the Valley Journal
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Requirements of a Resort Tax 24

Section 7-6-1503, MCA explains,
(a) The resort tax is a tax on the retail value of all goods and services sold, except for
goods and services sold for resale, within the resort community or area by the following
establishments:
(1) hotels, motels, and other lodging or camping facilities;
(1) restaurants, fast food stores, and other food service establishments;
(ii1) taverns, bars, night clubs, lounges, and other public establishments that serve
beer, wine, liquor, or other alcoholic beverages by the drink; and
(iv) destination ski resorts and other destination recreational facilities.
(b) Establishments that sell luxuries shall collect a tax on such luxuries.

Luxuries are defined as any gift or luxury item normally sold to the public or tourists with
the exception of: unprepared food, medicine or medical supplies, appliances, hardware
supplies and tools, or any necessities of life. Existing resort tax resolutions include sporting
good rentals, books, magazines, souvenirs, and even antiques as luxuries.?

In addition to designating what items may be taxed (within statutory guidelines), resort
communities and areas may also determine when to levy the tax. Collections may be
limited to time periods within the calendar year, for example only those months with the
highest number of tourists.

Process for Implementation®

In order to levy a resort tax, a community or unincorporated area must first be designated
as a resort community or area by the Montana Department of Commerce (MDOC). Statute
requires MDOC to determine that the population of a community is fewer than 5,500 for
an incorporated town and fewer than 2,500 for an unincorporated area using the most
recent federal census. In addition, MDOC must determine that a major portion of the
community or area economic wellbeing is related to businesses providing recreational and
personal needs of nonbusiness travelers. Once MDOC designates a resort community or
area, then local voters must approve a resolution that details the tax rate, effective date and
duration of the tax, and how the proceeds will be used.

24 Grau, Kara, "An Assessment of the Resort Tax: Collections and Usage in Montana Communities" (2016). Institute for Tourism and
Recreation Research Publications. 347. http://scholarworks.umt.edu/itrr_pubs/347

25 Grau, Kara, "An Assessment of the Resort Tax: Collections and Usage in Montana Communities" (2016). Institute for Tourism and
Recreation Research Publications. 347. http://scholarworks.umt.edu/itrr_pubs/347

26 Excerpted from: Johnson, Terry and Steinbeck, Lois, “Montana Local Option Resort Tax.”: MT Infrastructure Coalition November
10, 2016..

THE TRUST FOR PUBLIC LAND :: CONSERVATION FINANCE DEPARTMENT 19



BILLINGS, MT | CONSERVATION FINANCE FEASIBILITY STUDY | NOVEMBER 2020

LEVERAGING FEDERAL AND STATE FUNDING

In August of 2020, President Trump signed into law the Great American Outdoors Act
which, among other things, fully and permanently dedicates funding to the Land and Water
Conservation Fund (LWCF), a parks, trails, and conservation fund that’s been used in
every county in the country. And in Montana, I-190 and CI-118 are two initiatives passed
on the November 3, 2020 ballot that will legalize the adult use of recreational marijuana.
The taxation of marijuana will provide more than $18 million per year to benefit public
lands, campgrounds, trails, wildlife and outdoor access. A dedicated source of parks, trails,
and conservation funding for the City of Billings could provide critical matching funds to
unlock LWCEF dollars, and will assist in tapping into marijuana conservation funding.

ELECTION ANALYSIS

Montana statewide and county general elections are held in even-numbered years. In 2021
municipal primaries and general elections will be held as well as elections for fire districts
and school districts throughout Yellowstone County. The Billings City Council may call a
special election that is conducted in conjunction with a regular or primary election, or by
mail ballot (a mail ballot may not be conducted if a regularly scheduled or special election
in in the political subdivision is taking place at the polls on the same day).

The dates for 2021 elections are listed in the table below. The deadline for the resolution
calling an election is 85 days before the election date, which would be August 9th for the
November 2021 election.?” Absentee ballots and voter information must be mailed no later
than September 18, 2021.2

2021 Election Dates

Deadlines for

Election Date Resolutions

School & Special Districts May 4 February 8
Municipal Primary September 14 June 21
Municipal General November 2 August 9

27 MCA 13-1-405(2).
28 MCA 13-27-410.
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Voter RegiStration and Turnout Yellowstone County Voter Turnout
As of September 2020, Bllhngs had 69,603 Date Regist. Voters | Ballots Cast| % Turnout
registered voters.?? Voters are not required to Nov-20 104 277 84.969 1%
register with a specific party. Voter turnout in Sep20 69,603 21365 15%
Yellowstone County has ranged from a low of Nov19 —3457 28035 38%
43§)erfen‘5bm J212)111692018 to a high of 49 percent Sep19 26316 22,607 2%
1n Septembet : May-19 90,258 40,839 45%
Election Results Now18 e 09,925 e
Since most local public finance mechanisms Jun-18 94,765 40,945 45%
) . May-18 14,971 7,393 49%
require voter approval it is useful to look at -
election history for the county. A review of the Nov-17 78,792 42,056 530/"
Yellowstone County elections over the past few |7 25,840 24,242 43%
Source: Yellowstone County Elections website

years indicates that there have been few major
county finance propositions before voters by which to gauge current voter attitudes toward
public spending measures. Results of those measures are summarized in the table below.

Local Public Spending Election Results (selected examples since 2017)

Date Measure Description Results %Yes
Sep-20 Levy 60 mill Public Safety Levy Pass 68%
May-19 Levy $970,000 Billings High School Operational Levy Pass 60%
Nov-17 Levy Yellowstone County Public Safety Levy Pass 51%

Source: Yellowstone County Elections Department

Next steps should include narrowing funding options to those that best match political and
fiscal realities in the City of Billings and testing voter attitudes toward a specific set of
funding proposals. The Trust for Public Land recommends conducting a public opinion
survey that tests ballot language, tax tolerance, and conservation priorities of voters in
Billings.

2 |bid.
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Appendix A — Local Conservation Finance Measures

Montana Local Conservation Finance Ballot Measures - 2000 to 2020

conservation easements

Source: The Trust for Public Land, LandVote database.

$261,520,160

Funds

Jurisdiction Name Date Description Approved Status % Yes

Bozeman May-20 Parks and trails special district with $80,000,000 Pass 62%
assessement $0.018 per square foot

Gallatin County Jun-18 Mill levy for Open space, recreation, $19,370,160 Pass 62%
farmland, wildlife habitat, watershed
protection

Missoula Nov-18 4 mill property tax levy for the stewards $10,000,000 Pass 62%

Missoula County Nov-18 Bond for open space, recreation, $15,000,000 Pass 63%
farmland, wildlife habitat, watershed
protection

Hamilton Mar-17 Bond for parkland acquisition $1,350,000 Pass 58%

Whitefish Apr-15 10 year, 1 percent increase resort tax $13,800,000 Pass 84%
for conservation easement

Missoula County Nov-14 Bond for parks and trails $42,000,000 Pass 54%
improvements

Bozeman Nov-12 Bond for parks, trails and natural $15,000,000 Pass 73%
areas

Cascade County Nov-08 Bond to purchase 233 acres on air Fail 37%
force base

Flathead County Nov-08 Bond for the protection of natural Fail 44%
areas including watersheds, farmland,
open space, and wildlife habitat

Lewis & Clark County Nov-08 Bond for the preservation of open $10,000,000 Pass 51%
space and farmland

Whitefish Oct-07 Bond to expand a beachfront and Fail 43%
park

Billings Nov-06 Bond for baseball park $12,500,000 Pass 53%

Missoula County Nov-06 Bond for the preservation of open $10,000,000 Pass 71%
space

Ravalli County Nov-06 Bond to purchase farmland and open $10,000,000 Pass 58%
space

Gallatin County Nov-04 Bond for open space land and $10,000,000 Pass 63%
easements

Great Falls Nov-03 Bond for soccer fields $2,500,000 Pass 51%

Gallatin County Nov-00 Bond issue to purchase land and $10,000,000 Pass 59%
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With any questions or for more information please contact:

David Weinstein
Western Conservation Finance Director
The Trust for Public Land
406-582-6248
david.weinstein@tpl.org

or

Wendy Muzzy
National Feasibility Research Director
The Trust for Public Land
(206) 274-2914
wendy.muzzy@tpl.org

www.tpl.org
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