Agenda Items

MEMORANDUM
To:
Mayor & City Council
Date:
Friday, May 26, 2017
Subject:
Future Major Issues
The City Council is scheduled to discuss five short-term, significant building/infrastructurerelated issues facing the City as an agenda item at its May 30, 2017, Work Session. Shown
below, in their order on the agenda, are the five issues, with a brief background, including
possible timing, on each. These projects, many long-delayed, are able to be considered now
because of State Legislative actions, such as the passage of a fuel tax and a new reappraisal cycle
that captures City assessed property value more timely. Conservative actions of the City Council
and staff also have resulted in significant reserves that could be spent on one-time, capital items.
Staff seeks Council direction on which of the issues the Council wishes to pursue, and in what
order.
Inner Belt Loop
Council, by initiative, directed staff to place extension of the Inner Belt Loop in the Heights from
Skyline past Rehberg Ranch to Highway 3. The project has been listed in the Capital
Improvement Plan (CIP) for $14 million in Fiscal Year (FY) 2018, but is listed as unfunded.
Use of the City’s existing Arterial Fund would have taken all of that resource for seven to eight
years. However, passage of House Bill (HB) 473 in the 2017 session of the Montana Legislature
now provides an additional source of funding that could be dedicated to this project.
HB 473 was signed by Governor Bullock on May 3, and becomes effective July 1, 2017.
Billings currently receives $1.76 million per year in fuel tax, which must be dedicated to road
improvements. As shown in Amendment A, City and Town Allocation of Fuel Tax, the amount
dedicated to Billings should rise by $1.54 million for FY 2018, and by increasing amounts in
future years, to an estimated $4.2 million in 2023.
Funding Alternatives:
(1) Use first-year HB473 revenues to acquire land for the project, and save future revenues to
construct segments of the road in 2-year intervals. Work could either start at the south
end of the project, or start at both ends and meet in the middle. Water and sewer
improvements would be the responsibility of property owners as land along the route is
developed. Significant impacts would occur on Police and Fire Services (see Public
Safety section of this report).

(2) Issue revenue bonds for the project, using HB473 funds as the source of payment.
Because the Legislature could amend or eliminate the fuel tax, the City would have to
hold an election to pledge general obligation bonds as a back-up. The election could
occur with State and County races in 2018 or independently in another year. Funding of
a campaign would be an issue.
(3) Identify another source of funding.
Staff Recommendation: Amend the CIP to show construction over seven to eight years, starting
in FY 2018, and accrue revenue for construction from HB473 without a levy. The 2018 CIP
would need to be amended to show the funding source.
Transit
Transit, which is an Enterprise Fund, provides fixed-route and paratransit van transportation for
primarily young, elderly, low-income or disabled residents. The City must operate a fixed-route
system in order to be eligible for paratransit funding. This division is funded primarily by a
current, 10-mill levy and state and federal grants, with fares providing only 12 percent of total
costs. Federal and State funding grants to small communities such as Billings are not expected to
change in the foreseeable future. Staff is recommending that the 10-mill levy be taken to its
maximum in FY 2018 to offset costs.
The major challenge to Transit is the aging fleet of buses, with 15 that are 12 or more years old
and reaching the point where use and parts shortages make it necessary to replace them. Buses
are custom-built at a cost of approximately $450,000 each, with a 20-month lead time from the
order date to receive them and put them into service. An additional challenge for Transit also
has been the inability to afford to expand the use of various technologies that the public is
starting to expect, such as e-ticketing and bus tracking.
Funding Alternatives:
(1) Seek an 8-mill levy increase that would replace two buses a year in perpetuity, replacing
the entire fleet of buses in approximately every 12 years. The cost would be $21.60 per
year on a property assessed at $200,000.
(2) Seek a 10-mill levy that would replace three buses a year in perpetuity, replacing the
entire fleet of buses approximately every eight years. That also would provide additional
funding to replace paratransit vans, and to start adding new technologies to enhance
customer convenience. The cost would be $27.00 per year on a property assessed at
$200,000.
(3) Seek another source of funding, such as Federal grants, which will be unreliable in
maintaining the system.
Staff recommendation: Hold an election in FY 2018 to approve an 8-mill levy. Attachment B
shows the costs for the 2- and 3-bus per year replacements.
Parks
The Parks, Recreation and Cemetery Board is considering asking the City Council to add
$500,000 a year to the current Park District #1 assessment of $2 million. The new money would
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pay for revenue bonds that would complete Centennial, Castle Rock and Optimist Parks.
Optimist Park is being included in part because the South Billings Urban Renewal District
(SBURA) is willing to commit $400-500,000 of its money to the project to pave the parking lot.
The proposed projects would add $8 per year to the $32 already collected for PD#1 on a house
with an assessed value of $200,000. The funding would cover construction, but not maintenance
costs, for the expanded parks. It would not cover future improvements of Cottonwood,
Riverfront or other facilities.
PD#1 originally was approved through a Special District process, in which every owner in the
PD (all property owners within the City limits) was mailed a letter and had to return a protest to
the City Clerk in order for the protest to be counted against the district creation. In the time since,
the State Legislature has amended the statute to require that a protest form be sent to every
property owner that allows the owner to select either support for or opposition against the district
creation. The form must contain a warning that failure to return the form will be construed as
being in support. If an owner returns the form unmarked, it must be counted as a protest.
Funding Alternatives:
(1) Because the funds are being discussed as revenue bonds to pay off about $6 million of
expenditures in the three parks, staff is waiting for an opinion by bond counsel on
whether a new SID election would be necessary. If it is not, Council could vote to
increase the PMD rate as part of setting annual fees, and the increase would go on the tax
bills for December following that action.
(2) Raise the PMD #1 rate by $6 million or more on a 1-time basis to cover improvements.
(3) Hold a general obligation bond issue to fund the three parks named and perhaps other
improvements. The Park Board has asked for information from Finance on costs
associated with borrowing varying amounts over a varying number of years.
Staff Recommendation: The Park Department and Board still are collecting information on their
options. The Facilities Assessment Plan is being completed, and may impact future needs.
Given the closeness of the timetable for adopting the FY 2018 budget and assessments, this is an
item that should be considered again by the Council for its FY 2019 budget deliberations.
Public Safety
Both Police and Fire have several needs in the next few years.
Fire:
Land for a 9-1-1 Communications Center at 9th Avenue North and North 24th Street has been
purchased and cleared, and the new center is designed and bidding is underway. Those costs and
estimated construction costs for the facility of $6 million are set aside in an account funded by a
State fee on all phones. Construction is expected to begin in FY 2018, and the project should be
moved from the FY 2017 to the FY 2018 CIP list.
A new fire station in the Heights that might also include offices for the Police Department may
be needed if the Inner Belt Loop is constructed. A contract for a Fire Station & Staffing Study is
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being negotiated, and the review should be complete in early FY 2018; it would update a 2003
study that called for a second station in the Heights. Cost of construction of a station would
likely be less than $2 million, but additional 8-12 fire fighters would be needed to staff it, at a
cost of $900,000 to $1.2 million per year, depending on the station model used. In addition, it is
anticipated that two stations –Station 2 at 501 S. 28th Street and Station 3 at 1918 17th Street
West—will soon need replacement or relocation that likely will be outlined in the study.
Police:
An existing Evidence Facility at the Billings Operation Center has been found to be undersized
and structurally inadequate for the Police Department’s needs. Additional land next to the
current facility was purchased and a preliminary planning study has proposed a facility to be
built for approximately $3.9 million. That study is being reviewed for changes that would
reduce the proposed construction cost. At least one private property owner has offered the
sale/lease of an existing warehouse, and inquiries are being made about the availability of other
sites. One of two requested additional evidence technicians is recommended in the FY2018
Supplemental Budget requests at a cost of $51,838.
Funding Alternatives:
(1) The 9-1-1 Communications Center appears to be fully funded and should require no
additional revenues to be constructed in FY 2018.
(2) An additional Fire Station, probably in the Heights, and the associated staffing, along
with renovations of two other stations, likely will need to be considered in FY 2020 or
later. The new station and significant renovations would need to be funded through a
general obligation bond and operating levy, primarily because of the ongoing costs of
additional personnel.
(3) The Police Department Evidence Building could be funded whole or part through
unbudgeted General Fund reserves, which currently are at $16 million. The building also
could be paid for in part by a State InterCap loan at 2.5 to 3 percent, or by tax increment
funding district allocations. Costs of the purchase or lease of a private building would
depend on the property chosen.
Staff Recommendation: Authorize construction of the 9-1-1 Communications Center in FY 2018.
Determine the most cost-effective method of building/acquiring an Evidence Center and
construct or acquire it for occupancy in FY 2019. Hold a general obligation bond and operating
levy election to build/staff an eighth fire station and possibly renovate two other stations in FY
2020 or later.
Facilities Master Plan
A Facilities Master Plan to address mid-range space needs of about 67,000 square feet for City
offices through an additional City Hall or Municipal Court/Public Safety Center was approved
by the City Council on May 8. The current CIP calls for design/planning of a structure for $3
million in FY 2020, and construction for $23.9 million in FY 2022.
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Funding Alternatives:
(1) The City could investigate the possibility of a lease-to-purchase project that would
involve construction by a private developer and purchase by the City through lease
payments over an extended period of time. At least two national firms with experience
with other local governments have expressed interest in talking to the City about such a
project, and there are likely other local and national firms that would be interested.
(2) Fund a building design through the unobligated General Fund reserve in FY2020 and
hold a general obligation bond issue election in FY 2021to pay for a new structure.
(3) Investigate privately owned facilities that would include City offices and determine the
funding source. An example of such a project would be the former Battin Building,
which will be divided into condominiums at about $7 million per 35,000-square-foot
finished floor. This option would likely require the City to share rather than completely
occupy a building, and would probably require quicker decision-making than other
options, depending on the timetable for the facilities considered.
Staff Recommendation: Begin a discussion in FY 2019 about which of the available options the
City wishes to investigate and fund the beginning phases of the project in FY 2020.
Summary
The projects outlined above were discussed in light of a significant, unbudgeted General Fund
reserve that would be best spent on one-time, capital projects and long-delayed needs of the City
organization. Changes in operations, especially in the General Fund, could render this discussion
moot.
This discussion also does not take into account other staffing and non-structural projects desired
or needed by City departments in the General or Public Safety Funds. For the most part, it also
does not consider those projects that reasonably can expect to be funded by sources such as
Enterprise Fund revenues, grants or the like.
It is recommended that the Council authorize staff to investigate the significant projects listed
above in the following order, by year:
FY 2018:
(1) Begin land acquisition and construction of the Inner Belt Loop, using HB473 funds.
(2) Build a 9-1-1 Communications Center using already accrued State phone fees.
(3) Hold an 8-mill levy election to secure on-going acquisition of two Transit buses a year.
FY 2019:
(1) Fund completion of Centennial, Castle Rock and Optimist parks through an increase in
PMD#1 rates or approval of general obligation bonds.
(2) Acquire or build a Police Department Evidence Building.
FY 2020:
(1) Hold a general obligation bond and operating levy election to build/staff an eighth fire
station and possibly renovate two other stations.
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(2) Initiate design/acquisition of space for consolidated City Hall/Municipal Court/Public
Safety space.
As always, staff is ready to answer questions on the material above.
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Other Items

