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Montana Resort Tax Community Assessment 

Prepared for City of Polson, Montana 

Executive Summary 
 

Designated by the Montana Department of Commerce (MDOC) in 2009 as a resort community, the 

City of Polson is determining the prospect of implementing a local option sales tax similar to the 

resort tax program currently implemented in other Montana communities.  In order to prepare for 

implementation of a tax, the City of Polson is assessing how other communities structured and 

successfully implemented a resort tax in their communities.   

In May 1985, Governor Ted Schwinden signed House Bill 826 allowing certain towns and resort 

areas to implement a “resort tax” to help defray the costs associated with providing infrastructure 

and services to visitors to the area.1  According to MDOC, “resort and local option taxes serve the 

function of creating a funding source for local transportation to finance a variety of transportation 

system improvements.”  They are collected in Montana communities with populations under 5,500 

who meet specific resort qualifications.  MDOC must ascertain that the major portion of the 

community’s economic well-being is derived from businesses catering to non-business travelers.    

The resort tax is a local option sales tax on the retail value of certain 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 fundamental idea behind resort taxes is to allow places with high numbers of visitors but 

relatively few residents to manage the wear-and tear on local infrastructure without overburdening 

local citizens.  Some communities have little or no assets or revenue to develop or improve the area; 

therefore, reliance on tourism activity supports the local infrastructure that is being utilized by high 

numbers of visitors.  Local voters must approve the tax, its duration and allocation.  For small 

Montana towns where tourism significantly contributes to the economy as well as contributes to 

the need for increased and/or improved community facilities and preserving cultural heritage, 

resort tax revenue is vital.  Under state law, the population of the community must be less than 

5,500 for a town and less than 2,500 for an unincorporated area2.  The rate cannot exceed three 

percent and either a designated board or a local government agency administers the tax, sometimes 

as a percent of taxes received.   At least 5 percent of the resort tax revenue must offset municipal 

property taxes. 

                                                             
1 West Yellowstone representatives were instrumental in lobbying for the legislature to pass House Bill 826 and the town was the first Montana community 
to adopt a resort tax. 
2 When Whitefish requested MDOC designation, it first had to persuade the State Legislature to raise the population cap from 2,500 to 5,500 for incorporated 
towns. 
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The Resort Tax Process in Montana 

Montana Department of Commerce Role 
Under Montana state law (7-6-1501, MCA), MDOC is responsible for designating a town or 

unincorporated area as a resort community or resort area.  The process for making this designation 

includes certifying the population of the community is less than 5,500 for an incorporated town and 

less than 2,500 for an unincorporated area based on population figures from the most recent 

federal census.3  Additionally, MDOC must conclude that the major portion of the community’s 

economic well-being is derived from businesses catering to non-business travelers.  Big Sky is an 

unincorporated area, so implementing the resort tax took a unified, creative and resilient group 

from Big Sky to convince the Montana State Legislature to designate the community as a resort 

area. It took three attempts and the assistance of a hired lobbyist. 4 

Public Meetings 
Educating and receiving support of the community and registered voters has proven to be crucial to 

the success of implementing community resort taxes.  Committed public support is more than 

citizens understanding the issue, or even the number of people willing to show up and be vocal at 

public meetings and forums.  Multiple Montana communities have voted against the tax, sometimes 

more than once, and then favorably approved it once they learned of the benefits.  For example, 

Virginia City voted down the resort tax more than once, and now businesses report that tourists are 

delighted to learn that Montana is one of the last states with no sales tax, so the 3% resort tax is 

favorably paid.   

While initial voter approval has historically not been very 

positive in the Montana communities who have implemented a 

resort tax, communities who used public meetings to inform 

citizens and business owners of the details and benefits of the tax 

gained approval more quickly and constructively. Of the resort 

tax communities that have reached the point of renewal 

designation, 100% of the communities have received voter 

approval for at least an additional 20 years of resort good taxation.  West Yellowstone, the first 

Montana community to implement the tax, renewed their resort tax three years early so that they 

could continue planning city improvements. The renewal was overwhelmingly voted for by a 

margin of 88%. In Whitefish, whose population met MDOC guidelines of fewer than 5,500 people 

when the area was designated as a resort area, reissuance of the tax must meet voter approval; 

otherwise, the city’s resident growth puts the community over the population limits, and as the law 

reads now, they would not be able to seek redesignation. 

While education of community members essential, many resort tax communities offered some of 

the main concerns encountered at the onset of passing a resort tax including: 

                                                             
3 The 2009 Legislature considered a bill to adjust the upper threshold population level requirement for resort communities. The Legislature did not change 
the upper population limit but revised the law to consider the population at the time of the most recent federal census instead of the federal population 
estimates produced annually. 
4 Big Sky Resort Tax Office. www.resorttax.org.  

Virginia City, with roughly 150 

year-round residents, collects 

more money from resort taxes 

than property taxes. 

http://www.resorttax.org/
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 Uncertainty about “another” tax 

 “Boundary shopping” worries regarding tourists and locals trying to avoid the tax and 

drive to other area communities not within the taxable boundaries of the community 

 Uncertainty about what is or is not taxable 

 Luxury items versus necessity items 

 Exact boundaries of the district/area especially related to outfitter and guide services 

 Follow-up reporting from commissioners and other County officials that assist with 

administering the funds 

Public outreach education initiatives that have proven successful for resort tax communities have 

included educational brochures that were mailed to citizens and businesses and also made 

available at local businesses and public meetings; insight from other resort tax community experts 

at public meetings; dissemination of all local input and feedback; and, social networking updates. 

Ballot Initiative & Voter Approval 
Once a community has been designated a resort community or area, a ballot initiative is required to 

implement the tax. The local electorate must decide on the rate, the duration of the tax, the effective 

date and how the revenue is to be allocated. 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: 

(i) hotels, motels, and other lodging or camping facilities;  

(ii) restaurants, fast food stores, and other food service establishments; 

(iii) 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 

(7-6-1501, MCA).  Existing resort tax resolutions include sporting good 

rentals, books, magazines, souvenirs and even antiques as luxuries. 

Resort Tax Implementation 
Once the initiative passes by voter approval, implementation begins on the designated day of the 

approved ordinance. Six of the nine current resort area communities impose a tax twelve months of 

the year.  Three of the areas – who see an influx of tourists in certain seasons - have limited tax 

Big Sky requires 

short-term 

vacation rental 

owners to collect 

the 3% resort tax.  

 

http://leg.mt.gov/bills/mca/7/6/7-6-1503.htm
http://leg.mt.gov/bills/mca/7/6/7-6-1501.htm
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collection months including Craig (April 1st – November 15th), Gardiner (June 1st – September 30th) 

and Virginia City (April 1st – October 1st).   

Enactment of an Administrative Ordinance 
 State law requires that an administrative ordinance provide for the administration of the resort tax 

area, the collection and reporting of the resort tax funds, penalties for failure to report and remit for 

resort taxes due, penalties for violating the administrative ordinance and for providing further 

clarification and specification in categories of goods and services subject to the resort tax.    A public 

hearing is held on the administrative ordinance for the purpose of receiving public comment.  

Copies of the proposed ordinance are generally posted and made available for public inspection 

before the public hearing. 

Resort Tax Components 

Collection of Taxes 
Generally, resort taxes are imposed on the retail value of all goods and services sold and items 

subject to tax must be clarified at the time of seeking voter approval on the tax.  The following 

establishments typically impose and collect the taxes: 

 Accommodations including hotels, motels and other lodging and camping facilities; 

 Restaurants, fast food stores and other food service establishments;  

 Taverns, bars, nightclubs, lounges and other public establishments that serve beer, wine, 

liquor or other alcoholic beverages by the drink;  

 Destination ski resorts and other destination recreational facilities; and, 

 Establishments that sell luxuries.  

Taxable Items 
Luxury items are generally defined as any gift item, luxury item or other item normally sold to the 

public or to transient visitors or tourists.  The term does not include food purchased unprepared or 

unserved; medicine or medical supplies and services; appliances, hardware supplies and tools; or, 

any necessities of life. Some examples of luxury items include: 

o Clothing items 

o Fishing tackle and sporting goods 

o Rentals of snowmobiles, all-terrain vehicles, motorcycles, bicycles, skis, ski lessons, 

ski lift tickets, snow boards, boats, campers, boat motors and all recreational 

equipment 

o Automobile rentals *** 

o All recreational activities and services on land, air and water 

o Souvenirs, curios, jewelry, antiques, gifts and art items 

o Beverages sold by the drink 

o Entertainment including tickets, or other admission to concerts, theaters, movies, 

shows, plays or sporting events 
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o Massages *** 

o Fundraising activities, or part thereof, that are substantially commercial in character 

Excluded items vary and can include: 

 Groceries or food purchased unprepared or unserved 

 Medicine, medical supplies or services 

 Utilities and utility services 

 Gasoline and other motor vehicle fuel 

 Liquor sold at agency liquor stores or by the bottle 

 Propane and other home fuels 

 Automobiles and trucks 

 Appliances 

 Hardware supplies or tools 

 Lumber 

 Real estate sales 

 Newspapers 

 Garage sales 

 Postal services 

 ***Massages prescribed by a physician 

 ***Automobile rental used during emergency repair 

Vendor and Merchant Roles 
Establishments that sell luxuries, goods or services within the resort area 

district (typically divided into three economic sectors including retail, 

lodging and bars/restaurants) collect the taxes and then submit the 

reporting form and corresponding taxes due to the appropriate 

administrator. Most entities must submit resort taxes on a monthly or 

quarterly5 basis and nearly all existing resort areas withhold 5% of the 

tax collected for administration purposes associated with collection and 

accounting for the tax.  Most resort areas also enforce penalties and 

interest for late payments; collection of these penalties is sometimes not 

feasible as some designated areas have little administrative support.  

While most designated areas withhold the standard 5% administration fee, merchants in West 

Yellowstone now retain 2.5% of the tax they collect and have dedicated the remaining 2.5% to a 

Marketing and Promotions fund.  This fund is represented by a citizen’s advisory board which 

recommends projects and events for funding on an annual basis.  Nearly $70,000 is collected 

annually and is available for promotional activities. 

Administration and Allocation of Funds 
Money is generally distributed to a variety of infrastructure and community projects and/or 

programs.  Past allocation of funds by designated resort areas have included: 
                                                             
5 Big Sky now offers a quarterly remittance option for eligible collectors, decreasing the frequency of processing payment forms. 

West Yellowstone’s 

resort tax has 

dropped the mill levy 

from 75 to 44 mills 

over the past 17 

years, easing 

property taxpayer 

burden. 
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Vendor Administration Fees Libraries Transit Systems 
Property Tax Reductions Snowmobile Groomers Community Centers 
Water and Sewer Maintenance Underground Utilities Community Programs 
Public Restrooms Emergency Services and Facilities Historic Preservation 
Museums Bicycle and Pedestrian Paths Tennis Courts 
Streets and Sidewalks Parks and Recreation  Emergency Equipment 
Gutters and Curbs Visitor Centers Administration Fees for 

Allocation and Reporting 

 

There are several ways to facilitate and manage the resort tax funds.  Some communities utilize an 

advisory and monitoring committee; others, incorporate funds to pay for part-time or full-time 

administrative assistants.  Some places, such as Big Sky, collect and remit monthly payments and 

the Board of Directors then appropriates funds to critical local community services on an annual 

basis. 

Most tax records and forms submitted to districts by tax collecting establishments are confidential 

and not open to public inspection unless ordered pursuant to Article II, Sections 9 and 10, of the 

Constitution of the State of Montana, a court of competent jurisdiction or upon the filing of an action 

in District Court.  

Resort Tax Community Profiles 
 

Nine communities in Montana have implemented the resort tax after being designated as resort tax 

communities by MDOC including “communities” of Gardiner, Red Lodge, Virginia City, West 

Yellowstone6 and Whitefish; and “resort areas” of Big Sky, Cooke City, Craig and St. Regis7.  Each of 

these communities presently applies a resort area tax at a rate of 3% except for the City of 

Whitefish, which imposes a rate of 2%.8   

While this assessment focuses on communities that have been successful in instituting a resort area 

tax, other Montana communities have attempted or are in the process of working through resort tax 

implementation. 

 A proposed resort tax boundary in the Wolf Creek area was approved by MDOC which 

determined Wolf Creek has sufficient tourist revenue to qualify for the resort area 

designation.  The designation would assist with the design and construction of a new sewer 

system for the town, which currently deals with septic systems and wells.  As of May 21, 

2014, Lewis and Clark County commissioners were to authorize the town to hold an 

election that would decide whether the community could impose a sales tax.  Votes by the 

commission will likely come in late June and early July and the commission must approve 

                                                             
 
7 St. Regis is considered the most unique of the resort tax beneficiaries, successfully arguing to MDOC that, as a tourist stop-off next to a major interstate, it 

relies heavily on tourist dollars. 
8 From 1996 through September 2011, had Whitefish, MT imposed a 3% resort tax rate versus the 2% that is currently levied, the area would have received 

an additional $500,000 for vendor administration and $10 million for public project use. 
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two readings before the tax can take effect.  If the commission agrees to allow the town to 

hold an election, ballots are expected to be mailed in September to those who vote in Wolf 

Creek.   The town is proposing a 3% sales tax on luxuries, to be in effect from April 1 

through Nov. 15 for 20 years. The majority of what is collected - 90% - will go toward 

paying off the loan Wolf Creek will incur to help finance 

construction of its $3.4 million wastewater treatment 

system. 

 MDOC designated Seeley Lake as a resort area in 2007; tax 

measures on ballots collected the following two 

Novembers failed each time.  In 2012, a third attempt 

failed to convince voters once again and the ballot was 

defeated for the third time in five Novembers.  The town 

was largely seeking resort tax funds to provide some 

financial relief to fund a sewer treatment facility project, 

estimated at $6.9 million. 

 The Town of Ennis has been in proposed resort tax 

ordinance planning since 1997 (when MDOC determined 

that the town met tourism based requirements); it went to 

vote in 1998 but was defeated.   It was also rejected in 

2007.  In 2011 the resort tax once again came before 

voters and was again rejected (300-75).  Several 

downtown businesses argued the tax would discourage 

out-of-town shoppers and push businesses outside the 

city limits; supporters argued the tax would let the town 

on the Madison River benefit more from its busy tourist 

season. 

Questionnaire and Responses 
Resort tax communities were provided with questionnaires in the first week of June 2014 in an 

effort to gather insight on community structure, resort tax implementation, education and 

participation processes, benefits and possible obstacles.  A summary of select quantitative 

responses is included in Table 1.  Questions and a variety of qualitative responses are included 

below: 

1. Who were the key community members (types of positions, titles, organization and/or 

agency affiliations) that were involved in initiating the resort tax and gaining voter approval 

to final implementation? 

 Business Owners 

 Chamber of Commerce, County Commissioners, County Attorney 

 City Council Members, Mayor/City Manager 

 Citizens 

 

2. What kind of time period did it take to initiate the tax levy, work through the public review 

process and then to finally implement the resort tax in your area? 

 

Montana also has a "bed tax" of 
4% on overnight lodging that 
supports the state's tourism 
promotion efforts and also 
contributes funds to state parks, 
historic sites and other important 
programs. Lodging facilities (such 
as hotels, motels, bed and 
breakfast inns, guest ranches, 
resorts and campgrounds) collect 
this tax from guests. In turn, these 
funds are directed to the Montana 
Historical Society, the University 
System, the Department of Fish, 
Wildlife & Parks, Montana's 
tourism regions and visitor 
bureaus and the Department of 
Commerce for travel and film 
location promotion. A portion of 
the bed tax currently supports 
tourism-related infrastructure 
around the state. 
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 Spring 1995 – November 1995 - 6 months 

 1992 – 1998 – 6 years 

 2002 – 2006 – 4 years 

 1983 – 1991 – 8 years 

 

3. What positive impacts (programs and/or projects funded through tax revenue) has your 

community gained from the implementation of the resort area tax? 

 New Firehall 

 Bathrooms in Community Center 

 Property Tax Reduction 

 Street and Sidewalk Replacement and/or Renovation 

 Parks and Trails 

 Wastewater and Water Infrastructure 

 Community Center 

 EMS and Search and Rescue Equipment 

 

4. What difficulties did your community experience during the public approval process? If 

faced with obstacles, what measures were implemented to deal with and overcome the 

issues? 

 Resistance from vendors 

 Responsibility for enforcement and management of collected taxes 

 Potential for tax increases 

 Boundary shopping in proximal towns/areas that don’t impose resort taxes 

 

5. Were there any significant merchant/vendor issues that occurred during setup and initial 

reporting?  If any, how were they addressed? 

 Committees were formed that assisted in education of businesses and citizens 

 Uncertainty of distinguishing “luxury” item from non-luxury item 

 Definitive resort tax boundaries and the issues of outfitters/guides that live 

outside the district but provide services within the boundary 

 Random compliance auditing 

 

6. How has community support evolved with the implementation of the resort tax?  Do you 

look for formal feedback from your community to measure support? 

 More community involvement once funds start accumulating 

 Board welcomes community involvement at two Town Hall meetings per year 

 Monthly meetings provide opportunities for public comment 

 High majority approval vote when tax period was recently renewed 

 Tax owners see credit on tax bills each year 

 

7. Since implementation of the tax, have there been any problems related to local government 

agency administration? 
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 Delinquency collection is time consuming, but citations are issued into 

Municipal Court if taxes cannot be collected 

 Turnover of administrative clerks 

 Follow-up and follow-through can be slow from the County 

 A different administration team would be beneficial 

 

8. Does your community have an expenditure plan for the tax levies?  If so, what is your 

community’s expenditure plan regarding proceeds from the tax levies?  For example, what 

percent of your annual resort tax goes to: 

o Street Improvements 

o Wastewater/Water System Improvements 

o Public Transportation 

o Health and Safety Services 

o Library/Museum 

o Tax Relief 

o Tourism Development, Marketing, Promotion 

o Parks and Trails 

o Police Services 

o Fire Services 

o Other 

 Big Sky does not require percentages for appropriation 

 Cooke City has no specific percentages other than a district agreement with 

the County Commissioners dealing with the Water District; all other 

interested parties wishing to benefit from resort tax funds must submit an 

application (annually) 

 In Virginia City, city council members meet annually and decides how best to 

allocate funds 

 Whitefish allocations include 25% for property tax reduction; 65% to 

streets, sewer, gutters, sidewalks, underground utilities and curbs; 5% to 

parks and trails; and, 5% to vendors for administration of tax 

 

9. Since implementing the resort tax, would your community ever consider abolishing it?  If so, 

for what reasons?  Is renewal assumed? 

 Renewal is not assumed in Whitefish but the last passage saw a 76% approval 

vote 

 Big Sky and Virginia City officials are confident it won’t be abolished 

 

10. Does your community monitor or measure visitor rates currently, compared to before the 

resort tax was implemented? 

 Cooke City went from close to 4,000 visitors per year at the community center 

(previously without 24-hour restrooms) to over 20,000 visitors per year 

 Big Sky and Whitefish measure visitor rates by annual tax collections 
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 Montana Heritage Commission monitors tourist rates in Virginia City – resort 

tax income is compared to those rates 

 

11. How does your community facilitate and manage the resort tax?  What community 

members are responsible for budgeting and managing the program? 

 Five member volunteer board elected by public vote in Big Sky who also pays a 

part time administrative officer 

 Whitefish has an advisory and monitoring committee that meets monthly and 

help recommend a budget; however the City Council enacts the ultimate budget 

Project photographs provided by communities for report preparation have been included as 

Attachment A.  Additional information as well as questionnaire responses provided by each 

community or area is included as Attachment B. 

 

  



Table 1.  Resort Area/Community Statistics 

Area Facts Big Sky  Cooke City Craig Gardiner Red Lodge St. Regis  Virginia City West Yellowstone Whitefish 

2010 Census 
Population 

2,308 135 NI 43 NI 875 NI 2,155 319 NI 196 1,308 6,460* 

Current Tax Rate 3% 3% 3% 3% 3% 3% 3% 3% 2% 

Year Tax Research 
Process Began 

1987 2002 2008 1997 1983 1991 1983 1985 1993 

Designation Date 1991 2005 2008 1998 1985 1992 1991 1986 1995 

First Year of Tax 
Collections 

1993 2006 2010 June 1, 2014 1998 1993 1991 1986 1996 

Taxable Months Year Round Year Round 
April 1 – 

November 15 
June 1 – 

September 30 
Year Round Year Round 

April 1 – October 
1 

Year Round Year Round 

Duration of Resort 
Tax 

30 years; renewed 
in 2006 

20 years 20 years 20 years 25 years 20 years 20 years 
20 years; renewed 

in 2002 

20 years; in 2004, 
reauthorization of 
tax extending the 

ending date an 
additional nine 
years to 2025 

Approximate Annual 
Tax Revenue 

$3,524,021 
(FY2014) 

$138,854 
(FY2013) 

$81,426    
(FY2013) 

Estimated at 
$700,000 - $1 

million in first year 

$713,562 
(FY2013) 

$83,000/year 
average since 2002     

$180,000     
(FY2013) 

$65,000 
$2,746,685 
(FY2013) 

$2 million in 2013 
and $1.2 million 

average since 1996 

NI – Non-incorporated 

*Though the City of Whitefish’s population was under the 5,500 threshold for population maximum when the City was designated as a 

resort community, the population has since grown to nearly 6,500.  If the reauthorization of extending the tax is ever denied by voters, the 

City would not be able to be seek redesignation as a resort community. 

 

 

 

Special thanks to the following communities, organizations and/or representatives for providing statistics, documents and other relevant 

information useful in researching and compiling information:  Big Sky, City of Red Lodge, City of Whitefish, Cooke City Community Council, 

Gardiner Chamber of Commerce, Lewis & Clark County, Mineral County, Town of West Yellowstone and Virginia City Mayor. 

 



 

 

 

 

 

 

 

Attachment A 

Photographs of Resort Area or Community 

Tax Funded Projects 

  



Cooke City Community Center construction 



Wastewater infrastructure project 
 in West Yellowstone 

City of Whitefish pedestrian bridge 



Paving projects in West Yellowstone 



Whiskey Springs Reservoir Project 
 in West Yellowstone 

Spring box construction in West Yellowstone 

New fire truck in West Yellowstone 



 

 

 

 

 

 

 

Attachment B 

Resort Tax Community Questionnaire Results 

and Other Relevant Information 
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Resort Tax Community 
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