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The Montana Constitution establishes the limits on legislative authority for legislative action.
The general rule is that the Constitution is a limit and not a grant of legislative authority. State ex
rel. Evans v. Stewart, 53 Mont. 18, 161 P. 309 (1916).

Article VIII, section 16, of the Montana Constitution establishes a limit on legislative authority
by establishing a 4% limit on a general statewide sales tax or use tax. This memorandum
discusses the history of this constitutional amendment, as well as proposed legislative changes to
the limit during the 21% Century.

Overview of the Constitutional Sales and Use Tax Limit

During the 1993 Legislative Session, the Legislature passed two significant pieces of legislation
regarding a statewide sales tax.

The first piece of legislation was Senate Bill No. 235, which was passed by the Legislature! and
titled Legislative Referendum No. 111 (LR 111). The referendum was considered by the
qualified electors during a special election that was conducted on June 8, 1993. Voters were
asked to consider a generally revise taxation bill that contained 192 sections. The measure
provided for a 4% general statewide sales tax, as well as reductions to individual income taxes,
reductions to the corporate income tax, reductions to property taxes, increases in state support of
school funding, and an increase to electrical energy tax revenue. LR 111 failed to pass based on a
vote of 78,349 for the referendum and a vote of 228,587 against the referendum. The arguments
for and against LR 111 from the voter information packet and the fiscal statement are provided in
Exhibit A.

The second significant piece of legislation was Senate Bill No. 289, which was passed by the
Legislature? and titled Constitutional Amendment No. 27 (CA 27). The proposed amendment to
the Montana Constitution was considered by the qualified electors on November 8, 1994, shortly
before commencement of the 1995 Legislative Session. CA 27 tracked with the failed LR 111
because it provided for a 4% limit to a general statewide sales tax or use tax, which was the same
rate in LR 111. CA 27 passed based on a vote of 175,618 for the amendment and a vote of

1 Chapter 544, Laws of 1993.
2 Chapter 545, Laws of 1993.



150,469 against the amendment. The full text of the amendment was codified in Article VIII,
section 16, of the Montana Constitution as follows:

Section 16. Limitation on sales tax or use tax rates. The rate of a general
statewide sales tax or use tax may not exceed 4%.

The arguments for and against CA 27 from the voter information packet are provided in Exhibit
B. There was no discussion in the voter information packet pertaining to what is considered a
“general statewide” sales tax. The effect is that the Legislature cannot impose a general sales or
use tax at a rate above 4% without amending the Montana Constitution, which ultimately
requires a vote by the qualified electors of the state. If the Legislature were to enact a general
sales or use tax, the revenue could be appropriated for any public purpose without any
restrictions. See Art. VIII, secs. 1, 14, Mont. Const.

As it stands, Montana does not impose a general statewide sales tax on goods and services, but it
does impose a selective statewide sales and use tax on accommodations, campgrounds, and
vehicles rented for 30 days or less. See section 15-68-102, MCA. Additionally, resort taxes are
levied on certain goods and services by resort communities, resort areas, or resort area districts.
See sections 7-6-1501 through 7-6-1551, MCA. The resort taxes are not levied on a statewide
basis and are limited to luxury items and goods and services that are typically purchased by
tourists. See section 7-6-1503(2), MCA.

Proposed Amendments to the Sales and Use Tax Limits in the 215 Century

During the 2025 Legislative Session, House Bill No. 841 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal provided in
relevant part that “[s]ales tax or use tax revenue, less administrative costs, must be used solely to
reduce property taxes that fund public schools and the Montana university system unless
appropriated for other purposes by a vote of three-fourths of the members of each house of the
legislature.” The proposal was tabled by the House Taxation Committee on March 28, 2025.

During the 2017 Legislative Session, Senate Bill No. 351 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal provided in
relevant part that the “state may not impose a general statewide sales tax or use tax.” The
proposal was tabled by the Senate Taxation Committee on March 28, 2017.

During the 2015 Legislative Session, House Bill No. 276 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal provided in
relevant part that the “legislature is prohibited from imposing a tax on the income of an
individual or entity when the state is also imposing a general statewide sales tax” The proposal
was tabled by the House Taxation Committee on February 13, 2015.



https://bills.legmt.gov/#/laws/bill/2/LC3590?open_tab=bill
https://bills.legmt.gov/#/bill/20171/LC1085?open_tab=bill
https://bills.legmt.gov/#/bill/20151/LC1295?open_tab=bill

During the 2007 Legislative Session, Senate Bill No. 529 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal provided in
relevant part that “[i]f a general statewide sales tax or use tax is enacted and if it contains a
provision for property tax relief, no statewide tax or fee on property may be levied on class three,
class four, class ten, or the first $150,000 in market value of class eight property as those classes
were defined on December 31, 2006.” The proposal was passed by the Senate and tabled by the
House Taxation Committee on April 25, 2007.

During the 2005 Legislative Session, House Bill No. 717 was introduced for the purpose of
adopting a new section of the Montana Constitution. The proposal provided in relevant part that
“[a]n individual income tax and a general statewide sales tax or use tax may not be imposed at
the same time, but either the individual income tax or the general statewide sales tax or use tax
may be imposed without the other.” The proposal died in the House Taxation Committee after
the bill missed the deadline for revenue bill transmittal.

During the 2005 Legislative Session, House Bill No. 779 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal provided that if
real property sales are subject to a sales or use tax, the amount of the tax could not exceed the
4% limit. The proposal also provided that a certain amount of the sales tax or use tax would be
refunded to Montana residents through the income tax. The proposal was tabled by the House
Taxation Committee on March 30, 2005.

During the 2005 Legislative Session, Senate Bill No. 450 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal provided in
relevant part that “[i]f a general statewide sales tax or use tax is enacted and if it contains a
provision for property tax relief no statewide tax or fee on property may be levied on class three,
class four, or class ten property as those classes were defined on January 1, 2007.” The proposal
was passed by the Senate Taxation Committee and missed the transmittal deadline from the
Senate to the House.

During the 2003 Legislative Session, House Bill No. 381 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal provided in
relevant part that “[i]f a general statewide sales tax or use tax is enacted and either the state
income tax or the statewide property tax is eliminated with the enactment, then the eliminated tax
may not be reestablished without an affirmative vote on the question of its reestablishment at a
statewide general election.” The proposal was passed by the House and tabled by the Senate
Taxation Committee on April 10, 2003.

During the 2001 Legislative Session, House Bill No. 635 was introduced for the purpose of
amending Article VIII, section 16, of the Montana Constitution. The proposal increased the
maximum amount of a general statewide sales tax or use tax from 4% to 5%. The proposal was
tabled by the House Taxation Committee on March 27, 2001.



https://bills.legmt.gov/#/bill/20071/LC1056?open_tab=bill
https://bills.legmt.gov/#/bill/20051/LC1916?open_tab=bill
https://bills.legmt.gov/#/bill/20051/LC0793?open_tab=bill
https://bills.legmt.gov/#/bill/20051/LC1147?open_tab=bill
https://bills.legmt.gov/#/bill/20031/LC0911?open_tab=bill
https://bills.legmt.gov/#/bill/20011/LC0646?open_tab=bill

EXHIBIT A









EXHIBIT B
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Constitutional Amendment 26 (continued)

When a bill has been passed by both houses
there is usually a time lag of from five to ten days
or more while the bill is being enrolled and
signed by the Speaker of the House and the
President of the Senate before the bill is

transmitted to the Governor. The Governor’s final -
© review process can start from the time the bill has

passed both houses, allowing more than ten days
to make a decision. The additional days this
amendment proposes are not necessary.

Controversial legislation not passed by a two

CONSTITUTIONAL AMENDMENT 27

How the issue will appear on the ballot:

thirds vote would be subject to pol
manipulation in trying to delay action so ;
avoid the possibility of getting enough
during the session to override a veto. ‘

The Constitutional Amendment process sh(
not be used to micro manage the admmlstr,
process of the legislature. :

Constitutional Amendment 26 is not needed
should be defeated. ‘

CONSTITUTIONAL 'AMENDMENT NO. 27
An amendment to the Constitution proposed by the Legislature

AN ACT SUBMITTING TO THE QUALIFIED ELECTORS OF MONTANA AN AMEN DMENT TO ARTI(
VIl OF THE MONTANA CONSTITUTION TO LIMIT TO 4 PERCENT THE RATE OF A GENEI
STATEWIDE SALES TAX OR USE TAX; AND PROVIDING AN EFFECTIVE DATE.

The Legislature submitted this proposal for a vote. ‘
Constitution providing that if a general statewide sales tax or use tax is enacted, the rate of tax could|
exceed 4%. If passed, the amendment would apply to any general statewide sales or use tax, whet

enacted by the Legislature or by public vote.

O FOR limiting the rate of a state sales tax or use tax to 4%.

O AGAINST limiting the rate of a state sales tax or use tax to 4%.

It would add a new section to the Mont

¢ ARGUMENT FOR CONSTITUTIONAL

. AMENDMENT 27
A taxation system should include a balance
between funding sources rather than being too
dependent on any one source of revenue. If
Montanans ever do enact a general sales tax
statewide, we must be assured that state
government will never become overly reliant on
sales tax revenue by legislative action. To insure
that our voice will be heard, please vote for

- placing a constitutional limit of 4% on a state
~ sales tax.

- This measure’s PROPONENTS’ argument and

rebuttal were prepared by Senator Mignon
Waterman, Representative Chase Hibbard and C.

Gordon Morris.

9 ARGUMENT AGAINST CONSTITUTION/
AMENDMENT 27
We urge you to reject C-27. Here'’s why. Voll
defeated a sales tax measure by three to one i
vote in June, 1994. C-27 was part of the sa
tax measure, yet required a separate vote sinc
constitutional change must be voted on in
general election. We believe that changing ¢
constitution to limit a sales tax is a bad idea
several reasons:

1) C-27 is not needed since voters
resoundingly defeated the sales tax’
June. C-27 was meant to give citizens
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Constltutlonal Amendment 27 (continued)

- confidence that a Montana sales tax would
- not experience "tax creep" as we have

seen in so many states. Without a sales

tax, this is not an issue. :

2) We should not change our constitution
for specific tax policy. The constitution is
meant to define how to govern, not to set
specific  policies. We need the

~ constitution to provide a basis for our
policy decisions. We should keep the
constitution clean and simple so it retains
maximum flexibility to reflect the times.
It is more difficult to change a
constitution, and it should be. Let’s not
clutter it with measures which are more
appropriately defined by laws. If and
when we want to limit the impact of a
sales tax, we should do it though law, not
through a constitutional change.

3) C-27 inappropriately limits the powers
of our representative government. We
_elect representatives to make laws which
govern us. Representatives express the
will of the people by fair representation

from all parts of the state. We rule by a’
This' is our democratic
process, and to work it needs to change as

majority vote.

the times change, unlike the constitution
which is meant to represent unchanging
principles. If your representative does not
do their job well, you need to work to
- elect someone who does. We urge you to

reject C-27 and keep the democratic

process working.

This measure’s OPPONENTS’ argument and

CONSTITUTIONAL AMENDMENT 28

rebuttal were prepared by Senator Steve
Doherty, Representative Emily Swanson and
Dennis Burr.

4 PROPONENTS’ REBUTTAL OF THE
ARGUMENT OPPOSING CONSTITUTIONAL
AMENDMENT 27 '
C-27 is needed for the very reason cited by the

‘opponent’s that we have representatives to make

laws. The fact that. one legislature submitted the
issue of a sales tax to the voters does not mean
that a future legislator would do likewise.

~ As a result, having a constitutional limit on a

potential sales tax at 4% will ensure that
regardless of how such a tax comes into
existence, it cannot exceed the cap authorized
under C-27. This is not a question of majority
rule, but a guarantee that once implemented a
sales tax could not creep up as a result of
legislative actions and allow Montana finances to
become overly dependent upon any one funding
source.

We urg‘é you to support C-27 and constitutionally
assure that a general statewide sales tax could
never exceed 4%.

¢ OPPONENTS’ REBUTTAL OF THE

ARGUMENT SUPPORTING CONSTITUTIONAL
AMENDMENT 27
Montana does not have a sales tax. We should
keep unnecessary concepts out of the
constitution. When and if Montana enacts a sales
tax we will debate how to limit it. Vote AGAINST
limiting a sales tax in Montana’s constitution
since we don’t have a sales tax and may never
have one.

How the issue will appear on the ballot:

CONSTITUTIONAL AMENDMENT NO. 28
An amendment to the Constitution proposed by the Legislature

AN ACT SUBMITTING TO THE QUALIFIED ELECTORS OF MONTANA AN AMENDMENT TO ARTICLE
VI, SECTION 3, OF THE MONTANA CONSTITUTION TO ALLOW EQUALIZATION OF PROPERTY
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