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S t a t e  C a p i t o l  B u i l d i n g  
S u b j e c t :  Designated and 

A u x i l i a r y  Funds 

The mee t ing  was c a l l e d  t o  o r d e r  by Chairman C a r r o l l  Sou th ,  w i t h  t h e  
fo l l owing  members be ing  p r e s e n t :  

Sen. La r ry  Fasbender  
Sen. Harold  Nelson 
Rep. Oscar Kvaalen 
Rep. J a c k  Moore 
Rep. E s t h e r  Bengtson 

Also p r e s e n t  i n  t h e  meet ing was s t a f f  member Judy R ipp inga l e ,  
f i s c a l  a n a l y s t .  

Chairman South  s t a t e d  t h a t  t h e  meet ing was de s igned  a s  a  work s e s s i o n ,  
t ouch ing  on d e s i g n a t e d  and a u x i l i a r y  funds .  Judy R ipp inga l e  proceeded 
by o u t l i n i n g  t h e  fund s t r u c t u r e  t h a t  t h e  u n i v e r s i t y  sys tem i s  set  up 
on. The f i r s t  d i v i s i o n  o f  t h e  u n i v e r s i t y  c u r r e n t  fund i s  t h e  c u r r e n t  
o p e r a t i n g  subfund.  T h i s  i s  a subfund which c o n t a i n s  t h e  g e n e r a l  
fund,  s t u d e n t  t u i t i o n  and f e e s ,  m i l l a g e  and mi sce l l aneous  revenues .  
The r e s t r i c t e d  subfund c o n s i s t s  mainly  o f  f e d e r a l  g r a n t s  and g r a n t s  
f o r  r e s e a r c h ,  Examples o f  t h e  n e x t  subfund,  t h e  d e s i g n a t e d  subfund ,  
would be  t h e  computing c e n t e r s  and motor p o o l s .  The f o u r t h  subfund 
i s  t h e  a u x i l i a r y  subfund which p rov ides  f o r  dorms, s t u d e n t  un ions  
and c a f e t e r i a s  on campus. 
The u n i v e r s i t y  a l s o  ha s  a s t u d e n t  l o a n  fund ,  which i s  money depos i -  
t e d  i n  t h e  s t a t e  t r e a s u r y  and loaned t o  s t u d e n t s ,  f a c u l t y  o r  s t a f f  
f o r  s e r v i c e s  related t o  e d u c a t i o n ,  r e s e a r c h ,  o r  publ ic  s e r v i c e .  
M r s .  R ipp inga l e  s t a t e d  t h a t  s h e  was n o t  aware o f  t h e  u n i v e r s i t i e s  
u s ing  t h e  a n n u i t y  and l i f e  income fund accoun t s  t o  any e x t e n t .  

The a n a l y s t  t h e n  went o v e r  t h e  Program C l a s s i f i c a t i o n  S t r u c t u r e  a s  
it r e l a t e s  t o  t h e  c u r r e n t  o p e r a t i n g  account .  R e p r e s e n t a t i v e  
Bengtson i n q u i r e d  a s  t o  t h e  workings o f  t h e  Independen t  O p e r a t i o n s ,  
and it was exp l a ined  by t h e  example t h a t  t h e  Bureau o f  Mines i s  n o t  
a  p a r t  of  Tech as f a r  as d e l i v e r i n g  i n s t r u c t i o n  and  would n o t  have 
t o  be  l o c a t e d  w i t h  Tech, b u t  it s e r v e s  t h e  s c h o o l ' s  o v e r a l l  m i s s i o n  
and Tech does  i t s  account ing .  

With r e g a r d  t o  t h e  subfunds ,  it was recommended t h a t  t h e  L e g i s l a -  
t u r e  rev iew a l l  e x p e n d i t u r e s  and a p p r o p r i a t e  t h e  c u r r e n t  o p e r a t i n g  
and d e s i g n a t e d  subfund.  R e p r e s e n t a t i v e  Bengtson asked  whe the r ,  t o  
J u d y ' s  knowledge, t h e r e  had been any abuse  o f  t h e  power t h e  a g e n c i e s  
have t o  s e t  r a t e s  and f e e s .  I t  was e x p l a i n e d  t h a t  some o f  t h e  sub- 
f u n d s  were b u i l d i n g  up c a s h  r c s c r v c s  and t h a t  t h c  r c v c n u c s  bc iny  
g e n e r a t e d  were sometimes q u i t e  ahead o f  t h e  e x p e n d i t u r e s .  The 
a n a l y s t  a l s o  f e l t  t h e r e  were some d e s i g n a t e d  subfunds  s e t  up which 
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were n o t  meet ing t h e  c r i t e r i a  of being a d e s i g n a t e d  subfund.  Rep. 
/ Moore asked whether t h e  f i s c a l  a n a l y s t ' s  o f f i c e  had found any 

g e n e r a l  fund monies from c u r r e n t  o p e r a t i n g  accounts  going i n t o  
t h e  subfunds and remaining t h e r e .  The a n a l y s t  r e p l i e d  t h a t  s h e  
f e l t  t h i s  had happened and t h a t  t h e  monies w e r e  n o t  always be ing  
r e v e r t e d .  Rep. Kvaalen asked how t h i s  money cou ld  be r e t r i e v e d ;  
it was exp la ined  t h a t  it would e v e n t u a l l y  j u s t  be  s p e n t  from t h e  
subfund,  a s  t h e  u n i v e r s i t i e s  do p r e s e n t l y  have spending a u t h o r i t y  
frorn t h e  board of r e g e n t s .  

Chairman South exp la ined  he f e l t  t h a t  when a  h igh  enough ra te  was 
n o t  charged ,  equipment could  n o t  be  r e p l a c e d ;  he  used t h e  s i t u a t i o n  
t h a t  MSU p r e s e n t l y  f i n d s  i t s e l f  i n  a s  an  example; t h e  u n i v e r s i t y  
charged enough f o r  s e r v i c e s  b u t  d i d  n o t  charge  a n  adequa te  r a t e  
f o r  replacement  purposes .  An investment  i n  equipment has  t o  be  
made, and t h e r e  i s  n o t  enough money i n  t h a t d e s i g n a t e d  account .  
Chairman South sugges ted  t h a t  perhaps  a l l  s i x  u n i t s  u se  t h e  s a m e  
system. Chairman South i n q u i r e d  whether t h e  a n a l y s t ' s  s u g g e s t i o n  
f o r  charge  i n c r e a s e s  would i n c l u d e  equipment replacement .  She 
s t a t e d  t h a t  t hey  do no t .  

E a s t e r n ' s  computing c e n t e r  is  recommended as r e q u e s t e d ,  w i t h  a l l  
o t h e r  a c t i v i t i e s  t o  con t inue  a t  t h e  c u r r e n t  l e v e l .  A t  Chairman 
S o u t h ' s  r e q u e s t ,  t h e  a n a l y s t  exp la ined  t h a t  t h e  i d e n t i f i c a t i o n  
equipment account  was used i f  a s t u d e n t  l o s t  h i s  f i r s t  I D  c a r d ;  a 
fee was then  charged f o r  t h e  new ca rd  and t h a t  money w a s  s e t  i n  
t h e  d e s i g n a t e d  account .  I t  e v e n t u a l l y  would be  used t o  pu rchase  
new i d e n t i f i c a t i o n  equipment. 

Rsp. Moore asked f o r  a  d e f i n i t i o n  of a  Mer i t  Poo l ,  and t h e  a n a l y s t  
exp la ined  t h a t  it was a  p a r t  of  t h e  f a c u l t y  c o n t r a c t .  I n  1977 
it w a s  dec ided  t o  s e t  up a $15r000 fund f o r  u se  by f a c u l t y  who 
had mer i t ed  i t  s o  they could  improve themselves p r o f e s s i o n a l l y  
o r  e d u c a t i o n a l l y .  I t  is  c u r r e n t  o p e r a t i n g  accoun t  money t h a t  i s  
moved i n t o  a  des igna t ed  subfund.  

R e p .  Moore asked what t ype  o f  Innova t ive  P r o j e c t s  t h e r e  w e r e ,  and 
Judy s t a t e d  t h a t  an  example would be t h e  r a d i o  s t a t i o n  r e c e i v i n g  
money t o  upgrade t h e  s t a t i o n .  

Rep. Bengtson i n q u i r e d  whether  a u n i v e r s i t y  can  a r b i t r a r i l y  
de te rmine  what accounts  it wants t o  s e t  up a s  i n n o v a t i v e  fund  
accounts .  M r s .  R ipp inga le  f e l t  they  cou ld ,  and t h a t  t h i s  w a s  
one r ea son  t h e  des igna t ed  funds  should be  reviewed. 

Sena tor  Fasbender i n q u i r e d  whether t h e  Board of  Regents reviewed 
t h e  des igna t ed  subfunds;  t h e  a n a l y s t  b e l i e v e d  t h a t  t h e r e  w a s  n o t  
very t i g h t  r e g e n t  review and t h a t  t h e  board approved a broad 
spending l e v e l  a t  t h e  beginning of t h e  y e a r .  
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Chairman South summarized by s t a t i n g  t h a t  it i s  n o t  t h e  t y p e  o f  
fund t h a t  i s  e s t a b l i s h e d  t h a t  is  impor t an t  h e r e  b u t  t h a t  it i s  t h e  
e n t i r e  system t h a t  needs t o  be  reviewed; he f e l t  t h a t  t h e  p r e s e n t  
system could  e a s i l y  be  abused and t h a t  it i s  an ea sy  way t o  
avoid r e v e r t i n g  g e n e r a l  fund monies a t  t h e  end o f  t h e  f i s c a l  y e a r .  

With r e g a r d  t o  E a s t e r n ' s  computer c e n t e r ,  t h e  c e n t e r ' s  p e r c e n t  o f  
i n c r e a s e  i s  52.8% from 1978 t o  1980,  and t h e  a n a l y s t  f e e l s  t h a t  
t h i s  i n c r e a s e  i s  j u s t i f i e d .  She f e e l s  t h a t  t h e  expans ion  i s  
c o n s i s t e n t  w i t h  what t h e  1977 L e g i s l a t u r e ' s  i n t e n t  was. 

Another b i g  c o s t  i t em i s  t h e  motor pool .  The rate d i d  n o t  i n c r e a s e  
enough t o  cover  t h e  e x p e n d i t u r e s  and o p e r a t e  t h a t  motor pool .  I t  
i s  f e l t  t h a t  E a s t e r n  needs t o  p r e s e n t  more in fo rma t ion  on t h e  
o p e r a t i o n  of i t s  motor pool .  

Chairman South i n q u i r e d  why t h e r e  were no FTE i n  t h e  motor poo l  
a t  E a s t e r n ;  it w a s  exp la ined  by the  a n a l y s t  t h a t  t h s  motor poo l  
was f a i r l y  sma l l  and t h a t  it d i d n ' t  r e a l l y  need a  FTE a s s i g n e d  
because of  i t s  s i z e .  

The a n a l y s t  gave an e x p l a n a t i o n  o f  t h e  a u x i l i a r y  and p l a n t  fund 
accounts .  A u x i l i a r y  accounts  p rov ide  s e r v i c e s  and t h e r e  i s  a  f e e  
charged,  such as books tores ,  h e a l t h  s e r v i c e s  and,  i n  t h e  p a s t ,  a  
p e r c e n t  of i n t e r c o l l e g i a t e  a t h l e t i c s .  The p l a n t  fund i s  used 
f o r  d e b t  r e t i r e m e n t ,  c o n s t r u c t i o n  p r o j e c t s ,  and r e c o r d i n g  t h e  
c o s t  of t h e  a s s e t s .  The funds  t h a t  a r e  i n  a u x i l i a r y  and p l a n t  
funds do i n t e r - r e l a t e  and a f f e c t  t h e  o p e r a t i o n  of  t h e  campus a s  
a  whole. The a n a l y s t  f e l t  t h a t  t h e  subcommittee shou ld  review 
some o f  t h e  a u x i l i a r y  and p l a n t  fund e x p e n d i t u r e s  and proposed 
expend i tu re s  i n  t h e  1981 biennium, 

With r e g a r d  t o  f o o t n o t e  no. 1 on page 665, " R e t i r i n g  t h e  F i e l d  
House Monies," t h e  U n i v e r s i t y  o f  Montana has  pledged s t u d e n t  
a c t i v i t y  f e e s  t o t a l i n g  $166,000 t o  pay o f f  f i e l d  house and 
swimming pool  o b l i g a t i o n s .  They have enough money coming i n  
from some o t h e r  bonds they  have t o  pay o f f  t h e  f i e l d h o u s e  and 
swimming poo l  bonds wi thou t  u s i n g  t h e  s t u d e n t  a c t i v i t y  f e e s .  
The re fund  won't  go d i r e c t l y  t o  t h e  s t u d e n t s ,  b u t  w i l l  p robably  
go t o  t h e  U of M Assoc ia ted  S tuden t s .  

M r s .  R ipp inga le  concluded h e r  p r e s e n t a t i o n  and o f f e r e d  t o  look  
i n t o  any f u r t h e r  d e t a i l s .  Rep. Moore s t a t e d  t h a t  he f e l t  any 
d e t a i l s  which were l a c k i n g  would be  dug o u t  i n  t h e  n e x t  coup le  
of  weeks. Chairman South f e l t  t h a t  t h e  committee i s  go ing  t o  have 
t o  de te rmine  what it is  going t o  use  f o r  e n r o l l m e n t  f i g u r e s  i n  
t h e  u n i v e r s i t y  system. 

Chairman South f u r t h e r  s t a t e d  t h a t  he  t h i n k s  f a c u l t y - p o o l  d o l l a r s  
should go t o  t h e  f a c u l t y .  Rep. Moore agreed  t h a t  s p e c i f i e d  

I money should  go f o r  t h e  purpose i t  i s  d e s i g n a t e d  f o r  i n s t e a d  of  
being t r a n s f e r r e d .  
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The m e f t i n g  was  ad journed  u n t i l  8:30 a.m. F r i d a y ,  J a n u a r y  12/, 1 9 7 9 .  
/. 

'> 
CARROLL V. SOUTH, CKAIXMAN 

L i n d a  B e r g ,  S e c r e t a r y  




