MINUTES OF THE MEETING
EDUCATION SUBCOMMITTEE
50TH LEGISLATURE

February 17, 1987

The meeting of the Education Subcommittee was called to
order by Chairman Dennis Nathe at 8:00 a.m. on Tuesday,
February 17, 1987 in Room 104 of the State Capitol.

ROLL CALL: All members were present. Also present were
Dori Nielson of the Legislative Fiscal Analyst office, Sib
Clack of the Office of Budget and Program Planning, and Deb
Thompson, Secretary.

HB611

Representative Dave Brown introduced HB611, allowing the
university units to retain 100 percent of indirect cost
re-imbursements realized from support of grant activities.
He stated that this was an incentive for the University
System to secure new contracts (020).

PROPONENTS

Dr. Carroll Krause, Commissioner of Higher Education,
discussed indirect costs. He stated that the former funding
study, indicated more study was needed on the issue of
funding. The seed money was important for the faculty as an
incentive to get outside grants and contracts. This was
included in the program modification submitted with the
budget.

President Tietz (052) explained the indirect cost reimburse-
ments on the campus acted as a catalyst. When funds were
low, the faculty responsed to the need and worked for grant
money. The return, in terms of faculty interest, was
unprecedented. These contracts and grants in research
training and research development have involved industry and
industrial interests creating new Jjobs and opportunities.
He stated that seed and venture money was an economic
investment for the state.

Henry McClernan (086), Montana Tech, acknowledged that Tech
does energy and minerals research that have direct impact on
economic development. The money spent on the MONTS program
to stimulate the grant writing by the faculty, the purchase
of scientific equipment, and the seed money for starting
programs directly encourage economic development in the
state.
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Dr. Jim Kock, President of the University of Montana,
explained the Flathead Yellowbay project with only three FTE
on general fund, (114) returns $4 to $5 dollars for every $1
invested.

Todd Hudak, Associated Students of University of Montana,
spoke in support of HB611.

Ms. Kathy Horjsi, Montana Federation of Teachers, supported
HB611.

Dr. John Jutila, (179) vice-president for research at
Montana State University, stated that indirect cost funds
enhanced the intellectual environment. The use in the MONTS
program brought outstanding students to explore new ideas
and allowed faculty to develop competitive proposals. Money
invested in this way has been successful. Grants are also
offered to graduate students. He encouraged the committee
to react favorably to the bill.

There were no opponents.

Chairman Nathe asked if all indirect money was tied to

research grants. Jack Noble clarified that a very small
amount was affiliated with student services, most of which
was federal work study funds. Chairman Nathe asked for

information on indirect costs system wide.
HB660

Representative Peck introduced HB660. HB660 provides by
statute rather than boilerplate language appropriation
authorization for Montana University System. He explained
that section 1 and 3 move existing boilerplate language in
HB500 into statute and would terminate June 30, 1989,
Section 2 and 4 are identical to 1 and 3 except for the
current designated subfund. (233) The legislative council
recommended the need for this bill. A significant amount of
money, approximately 25 million dollars annually, is in the
current designated subfunds. A Supreme Court decision
stated that the legislature appropriation power now extended
beyond the general fund and encompassed all those public
operating funds of state government. The funds addressed by
this bill are public funds.

There were no Proponents.
OPPONENTS
Commissioner Carroll ZKrause opposed the bill. He stated

that management requires flexibility in establishing desig-
nated accounts funds as the need arises (325). He agreed
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that there was a large volume of money is involved. The
computer operations and telephone system is also a
chargeback to the departments. The chem lab, carpentry 1lab,
field trips are fees approved by the board as miscellaneous
accounts charged back to students. Plant funds are used
often as temporary holding accounts. The volume of activity
in the accounts is substantial and they cannot estimate how
much activity is going to be in them. He said that this
kind of flexibility was needed.

Jack Noble, Deputy Commissioner for finance (385) stated
that the legislature in the past had gone through portions
of designated accounts and decided it was too time consum-

ing. Over 400 course fees establish recharge centers. All
building funds and revolving general funds were all pledged
in the plant funds. Millions in bonds are issued and

approved by the Board of Regents. He asked that prior to
the bill being put in statute, the committee go through
designated accounts and other funds and make evaluations.

Glen Williams, Vice President of Fiscal Affairs of Universi-
ty of Montana, spoke in opposition to the bill. He listed
various fees and revolving accounts. He stated that this
bill would not give the control the legislature wanted.

There were no further opponents.
Representative Peck (556) stated that the bill addressed the
legislature's constitutional obligation to track the 25

million dollars with no intention of interference. (660)

MONTANA UNIVERSITY SYSTEM - Executive Action

Research: Dori Nielson explained how adjustments were made
in public service, research and plant. (Exhibit 1)

Sib Clack said that MSU had restructured organized research
and reduced their budget significantly so the executive did
not reduce them further. President Tietz commented that
this was a routine part of the budget.

Bruce Shively, budget officer for Montana State University
(196) stated that the LFA budget was more accurate.

Sib Clack commented that the process used by the budget
office was to have base reflect the actions of Special
Session III.

Senator Jergeson asked if retention of the indirect cost
reimbursements would affect the level of activity in the
organized research program. President Tietz replied that
the two programs were different.
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Dori Nielson (290) explained the figures for the operational
plans for 1987. MONTCLIRC was one issue that had been added
to the research program in the last biennium. User fees are
in a separate designated fund and are not included in the
current unrestricted budget.

Sib Clack (341) explained MONTCLIRC provided legal research
assistance to all Montana judges, county attorneys, public
defenders, court appointed council, sheriffs, and correc-
tional officers. The program had been set up by emergency
grants from the Board of Crime Control and another grant by
the Northwest Area Council. A provision from the Northwest
Area Council grant was that MONTCLIRC seek permanent funding
from the legislature. The 1979 legislature funded MONTCLIRC
under the Board of Crime Control, and then funded the
program under the Supreme Court. The executive recommended
continuation of general fund support for the program but
suggests boilerplate language be included that they generate
from user fees 25 percent of the general fund total for both
years of the biennium. '

Dori Nielson commented that MONTCLIRC provided a service to
the criminal justice system which is not provided elsewhere.

President Koch, University of Montana, suggested that
MONTCLIRC might be placed in the public service program
instead of research.

Henry McClernan, Director of Research at MCMST, stated that
research at Montana Tech was applied in the mineral resource
development area. The proposal that had been presented to
the committee had been a plan to spend the appropriated
money. This plan included the MONTS program which was the
most efficient way to write competitive grants; the coal
processing and quality determination that impacts directly
on taxes and programs in the state; and enhanced o0il recov-
ery projects.

Chairman Nathe appointed a subcommittee with Senator Hammond
as chairman and Senator Jergeson and Representative Peck to
look at the public service portion and other portions to
develop language in order to achieve consistency. Some
programs appear to be inconsistent between and within units.
MONTCLIRC appears to be more appropriately a public service
program.

Representative Regan (116) stated that MONTCLIRC was part of
the law school and used as a work study program. In past
sessions the merits of this program were questioned. A user
fee had been requested by the legislature to show a need for
the service and each biennium the appropriation would be
reduced as user fees increased. The program had not come up
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to the levél that was expected. There was still concern
that public service or the criminal justice system may be a
more appropriate place for the program.

Senator Jacobson moved to accept current level under re-
search in FY88 and FY89 with zero vacancy savings and to
remove the MONTCLIRC program from the appropriation of the
University of Montana research program (173) The motion
PASSED with Senator Jergeson voting NO.

Plant: Dori Nielson explained the adjustments to base in
the six units.

Sib Clack mentioned that Northern Montana College had
difficulty with student occupancy in the dorms and had used
current unrestricted funds in that area.

Mr. Bill Byars, Director of Fiscal Affairs (346), said there
were major repairs that caused some one-time expenditures,
but more assistance was needed for maintenance.

Senator Jergeson questioned comparisons by the square

footage of buildings. Since several units had indicated
their plant budgets were the lowest per square foot in the
system. He asked for some form of consistency in order to

fairly fund the unit's needs.

(2-B) President Tietz (200) explained energy savings that
MSU had obtained and felt the efficiency should be reworded
by allowing them to-retain that amount in the base for other
plant needs. Mr. Craig Roloff commented on the sharp
increase in water rates.

ADJOURNMENT: The meeting was adjourned at 11:23 a.m. The
next meeting was announced for 8:00 a.m. on February 18.
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DENNIS NATHE, Chairman
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UNIVERSITY SYSTEM - SIX WNITS
BASE ADJUSTMENTS - INCREMENTAL PROGRAMS

PUBLIC SERVICE Program

Unit

MsuU

u

EMC

NMC

nc

Montana College of Mineral
Science and Technology

RESEARCH Program

Unit

MSU

uM

EMC

NMC

wC

Montana College of Mineral
Science and Technology

PLANT Program

Unit

MSU
UM

EMC
NMC

MC
Montana College of Mineral
Science and Technology

Exp over FY86 Approp

Current Level

$0
($11,054)
$0
$0
$0
$0

Exp over FY86 Approp
Current Level

$0
($116,064%)

($7,651)

Exp over FY86 Approp
Current Level

$0
($10,920)

$0
($175,677)
($12,368)
($7,651)

Reduc from FY86 Expend
Executive Budget

($386)
($8,732)
($10,769)
($179)

$0

$0

Reduc from FY86 Expend
Executive Budget

$0
($23,142)

$0

$0

$0
($826)

Reduc from FY86 Expend
Executive Budget

($153,225)
($148,654)
($60,221)
($39,253)
($28,009)
($54,000)
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