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The meeting of the Education Subcommittee was called to 
order by Chairman Gene Donaldson at 7:05 A.M. on Thursday, 
March 7, 1985, in Room 104 of the State Capitol. 

ROLL CALL: All members were present. 

The purpose of the meeting was discussion of the Interest 
and Income Money and discussion and EXECUTIVE ACTION on the 
budgets of the University System, Agricultural Experiment 
Station, Cooperative Extension Service, Bureau of Mines, 
and Forestry Experiment Station. 

Chairman Donaldson said he is sure that everyone is aware 
of the financial crunch that the state is in at this time. 
On Wednesday, February 27, there was an attempt by the 
staff to evaluate the state budget, and the bottom line 
is that there is a deficit of about $55 million for the 
coming biennium. Obviously, the budget has to be balanced. 
There are a number of ways to do this including raising 
taxes, but first it is necessary to make a very critical 
evaluation of those items that have been put in the budget 
for the coming biennium. One approach being used (that 
is not popular with the Subcommittee members) is the sug­
gestion that $7.5 million be removed from the education 
portion of the budget (EXHIBITS 1 and 2). 

Chairman Donaldson said the Education Subcommittee will 
have to be about $6.5 million below current level in the 
various agency budgets, excluding the School Foundation 
Program. The major portion of the total education budget 
is the University System (as far as expenditures are con­
cerned). Therefore, over the past three days, the Sub­
committee has been looking at all of the budgets in which 
it is involved to see if it's possible to reach the goal of 
eliminating $7.5 million, he said. He noted that the goal 
becomes more elusive every day. 

The first issue discussed was the Interest and Income 
Money relatj.ve to the University System (80:A:065) 
(EXHIBITS 3 and 4). 

Chairman Donaldson explained that during the last biennium 
the Finance Committee requested an Attorney General's 
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opinion as to whether or not the I and I money can be 
appropriated by the Legislature. That opinion w~s re­
ceived, but it dealt primarily with those monies that 
were obligated. The un-obligated portion, $670,000, 
was not dealt with specifically. During its delibera­
tions the Subcommittee has said it will not appropriate 
that money and that it will be replaced with General 
Fund, and that the University System would be requested 
to provide a detailed accounting of how it plans to spend 
the money. 

Chairman Donaldson said there are three options in regard 
to the I and I money. It can be appropriated and put into 
the unrestricted budget of the University System; the 
money can be ignored; or, the third option is what has 
been done up to this point, which is not appropriate it 
but insist that there be some accounting of it. 

Chairman Donaldson said an attorney's opinion of the issue 
had been solicited. He read the final portion of that 
opinion to the Subcommittee: 

"For the foregoing reasons I believe that a challenge 
to the appropriations of these University Land Grant 
Interest and Income monies could probably be met 
successfully, however because there is not a great 
deal of applicable law under the 1972 Constitution, 
and because some of the existing law is subject to 
more than one interpretation, it is impossible to 
draw a more definite conclusion." 

Chairman Donaldson pointed out that not much more is 
known than was known in the beginning. 

Leroy Schram (80:A:108), Chief Legal Counsel, Board of 
Regents, said there is one case on this exact issue. It 
began in Bozeman in 1901 when a warrant for $1,500 was 
drawn against land grant income. It was for current 
expenses of the institution. The treasurer of the univer­
sity refused to honor the warrant and said the money had 
not been appropriated by the Legislature. The Board of 
Education then went to court and tried to get an order 
of mandamus saying that the treasurer had to pay the 
monies. The court ruled that the money must be paid, and 
that the university could spend the money as it wished 
(Exhibit 4, page 69). Essentially, in this case the court 
said the land grant income was not to be treated as general 
revenue, and it does not need to be appropriated. Mr. 
Schram said this is the only case on point, and it's 
84 years old. He said if the Regents ask him if they 
should challenge the authority to appropriate the land 
grant money, in his opinion the challenge would be suc­
cessful. 
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Chairman Donaldson (80:A:192) said the issue is whether 
or not the universities. have the authority to use the 
monies in the broad context of the statute; the issue 
is not whether the monies are pledged or unpledged. 
Mr. Schram said this is a good way of viewing the situa­
tion. Mr. Schram said the real question is not "do we 
have the power to pledge the I and I money?" The power 
to pledge only comes from the underlying power that is in· 
the Constitution to control that money, and it's from 
that control that the power to pledge comes. 

Discussion of the I and I issue continued between Mr. 
Schram, Jeff Morrison, Chairman, Board of Regents,-Sib 
Clack, Office of the Budget and Program Planning, Pam 
Joehler, Legislative Fiscal Analyst's office, and members 
of the Subcommittee (80:A:250). 

Chairman Donaldson asked Mr. Morrison if there is any 
problem with the University System's specifying what it 
will do with the I and I money. Mr. Morrison said he 
feels this is entirely appropriate. Ms. Clack noted that 
the Executive's position is that the land grant money 
should not be appropriated. 

Senator Haffey (80:A:408) made a motion that the Sub­
committee remain with its decision not to appropriate 
land grant income monies. The motion passed 6 - 1 with 
Representative Peck dissenting. 

Chairman Donaldson called the Subcommittee's attention 
to the fact that General Fund cuts in current level as 
of March 6, 1985 amount to about $1 million (in the 
education budget). 

The University budget was discussed next (80:A:463) 
(EXHIBITS 5 and 6) . 

Chairman Donaldson said Ms. Joehler of the Legislative ' 
Fiscal Analyst's office will supply information which will 
help to determine if there is legitimate vacancy savings 
that can be used for the University System. Jack Noble, 
Office of the commissioner of Higher Education, said 
vacancy savings data has been requested from the campuses. 
He said Montana State University's vacancy savings is less 
than 2 percent, and the University of Montana and Eastern 
Montana College report about that same level of vacancy 
savings. Mr. Noble said additional documentation on this 
issue will be available later on. 

Chairman Donaldson said in order to meet the requested 
$7.5 million cut it will be necessary to remove about 
$2 million per year from the University System budget. 
Based on the philosophy that tuition and fees are not 
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going to be used to offset General Fund, if $2 million 
were removed from the budget, the University System would 
be at about 94 percent of the peer averages. Another 
option is to remain at current level, which is 97 percent 
and 95 percent. 

Ms. Joehler discussed tuition revenues (EXHIBIT 1). 
In the current level budget the Subcommittee chose to set 
the tuition rate at 21 percent of the total budget. 
This caused some of the tuition money to be left over, and 
the Subcommittee chose to use that left over money to fund 
the modifieds. Ms. Joehler said she tried to compare the 
relative position of the tuition rates which could result 
in current level with the tuition rates that the Board 
of Regents have approved. She referred to Exhibit 4 and 
explained that because the expenditure side at current 
level is funded at 97 percent, the revenue should also 
be set at 97 percent of the peers. The Board of Regents 
said they will not lower the tuition rates, even if the 
Legislature does not use all the tuition revenue, she said. 
Ms. Joehler said the extra tuition revenue would then be 
budget amended. 

Chairman Donaldson discussed Exhibit 7. This hand-out 
describes a means of reaching 97 percent funding in 1986 
and 100 percent in 1987. He said if this route were 
chosen, all modifieds would probably be impossible, and it 
would be necessary to look for other ways to cut other 
portions of the University System's budget. 

Tape 81 Side A 

Chairman Donaldson reviewed the three choices which appear 
to be available as far as the University System budget is 
concerned. They are: 

(1) A reduction of $7.5 million out of the six 
university units, which would amount to about 
$2 million per year. This would put the System 
at about 94 percent of the peer group average. 

(2) Remain at 97 percent and 95 percent. 

(3) Go to 97 percent and 100 percent for tuition 
and expenditures. This would involve General 
Fund expenditures of about $2 million over the 
biennium, in a budget of $300 million. 

If Option 3 were adopted, all modifieds would probably be 
impossible, Chairman Donaldson said. 
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Representative Hoore (81:A:069) moved adoption of Option 
3, which would fund the University System at 97 percent 
for both instruction and support in 1986 and 100 percent 
in both areas for 1987 and allow tuition rates of 97 
percent and 100 percent respectively. 

There was discussion of the motion. 

Representative Francis Bardanouve, Chairman, Appropriations 
Committee, said as far as the budget is concerned, "some­
thing's gotta give." He said sooner or later the issue 
of substantial cuts must be faced, or the propaganda of 
no increases in any revenue anywhere must be put aside. 

In response to a question from Representative Peck, 
Chairman Donaldson said he has no reluctance in regard to 
100 percent tuition--if the University System is funded 
100 percent. He is reluctant to fund at 94 percent and 
charge 100 percent tuition, he said. He said he favors 
Option 3 because it is an honest approach as far as the 
students are concerned, and because the increase is sub­
stantially less than that of most of the other budgets 
that have been before the Subcommittee. 

Discussion of the motion continued between the Subcommittee 
members, Ms. Joehler, Mr. Noble and Mr. Morrison (81:A:130). 

Chairman Donaldson said basically there is no savings in 
Option 3, and that's why he feels adoption of the modi­
fieds would be virtually impossible if Option 3 is approved. 

Discussion turned to the issue of vacancy savings for 
the University System. 

The Subcommittee returned to discussion of the motion 
(81:A:225) . 

In response to a question from Senator Haffey, Ms. Joehler 
said prior to any action taken at this meeting, comparing 
the 1984-1985 biennium to 100 percent funding of every-
thing along with the modifieds, the budget was increased 
by $14.3 million, and $8.5 million of that would be funded 
by tuition fees; the rest of it would come from General Fund. 

Discussion returned to the vacancy savings issue (81:A:317). 

Senator Haffey asked Mr. Noble if he had a feeling for 
how 1 percent vacancy savings would affect the various 
units of the University System. Mr. Noble said after 
taking a look at the original budgets for the first part 
of 1983 for personal services, and the expenditures in 
personal services for that same year, they found that 
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vacancy savings were negligible, and in one case negative. 
He said vacancy savings .in the coming biennium would be 
vacancy savings in a declining market; if you take 4 
percent off those declining enrollments with staff numbers 
also going down, it will be a much more difficult situation 
than in an increasing or stable situation. Chairman 
Donaldson said staff turnover will not be as great, 
and therefore there would be less opportunity for vacancy 
savings. Mr. Noble said this is correct. 

Senator Haffey asked Mr. Morrison that if there is a choice 
between accepting some vacancy savings and eliminating 
most or all of the modifieds, what would the University 
System prefer (from two bad alternatives)? Mr. Morrison 
said the number one priority remains 100 percent funding 
of the formula, preferably for both years of the biennium, 
but 100 percent the second year will be an acceptable 
alternative. He said this is a reasonable objective both 
for the state and the University System, and this remains 
the number one priority. The vacancy savings issue, at 
least as far as instruction is concerned, is kind of a 
phony issue, he said. Rather than create a false savings, 
the problem should be faced straight on, Mr. Morrison said. 

Discussion of the vacancy savings issue and of the motion 
continued between the Subcommittee members, Ms. Joehler, 
Mr. Morrison and Mr. Noble (81:A:426). 

Mr. Morrison noted that it costs $617,000 per year for 
each percentage change that is made in the instruction 
area, and it costs $370,000 per year for each percentage 
change that is made in the support area. Ms. Joehler said 
if the system went to 100 percent instruction for both 
years and 97 percent for support for both years, instruc­
tion would cost $2 million per year, and in the first 
year the $1.3 million of tuition would be used and the 
cost to General Fund would be $685,000. 

Following a short break, Ms. Joehler distributed a hand-out 
(EXHIBIT a), which shows the costs and percentages of 
going to 100 percent instruction for both years of the 
biennium and 97 percent support for both years. Chairman 
Donaldson said this approach would cost $1 million more 
of General Fund money. 

Tape 82 Side A 

Senator Haffey said the motion presently before the Sub­
committee would produce no savings. Representative Peck 
said the motion is really a re-statement of what has 
already been done, except that it does not address modifieds. 
Chairman Donaldson said it does not address the modifieds 
and it does not move to 100 percent funding of the formula 

301 



Education Subcommittee 
Minutes 
March 7, 1985 

until the second year of the biennium. Representative Moore 
said that the motion does address some of the modifieds, 
in that it would enable the University System to reach 
97 percent funding the first year and 100 percent the 
second year. 

Representative Bardanouve asked if this motion will be­
come part of the budget, or if it's a modified. Chairman 
Donaldson said in keeping with what was originally agreed, 
the portion that will be added in will basically be a 
modified, and will have to be identified for the Appropri­
ations Committee as something beyond current level. 

In response to a question from Representative Hand, Repre­
sentative Moore said the motion represents a new package; 
it is a revision of what was done previously when the 
Subcommittee voted to move to 100 percent funding for both 
instruction and support for both years of the biennium. 
Senator Haffey noted that items 20 and 21 on the modified 
list will be reduced appropriately, in accordance with 
the motion (Exhibit 3). 

Chairman Donaldson said there is a $2 million difference 
between the 1985 biennium and the 1987 biennium, which 
represents a 1.3 percent biennium change. This increase 
is substantially less than virtually every other budget 
the Subcommittee has dealt with, he said. Representative 
Moore said the motion reflects the fairest way to treat 
the students because the Board of Regents raised tuition 
for them. 

Representative Bardanouve asked if the modified is not 
accepted, what happens to the tuition fees? Chairman 
Donaldson said the fees are set by the Board of Regents; 
the appropriation is made by the Legislature. There's a 
question as to whether there may be a difference between 
the appropriation and the amount that the tuition will 
raise. If that point were reached, it would probably be 
necessary to sit down with the Board of Regents and try 
to resolve the problem, rather than end up in a contro­
versy regarding budget amendments. Representative Moore 
added that the Subcommittee is trying to prevent any 
tuition fees being out in limbo. 

The motion to fund the University System at 97 percent for 
both instruction and support in 1986 and 100 percent for 
both areas for 1987, and to allow tuition rates of 97 
percent and 100 percent respectively, was voted on. There 
was a roll call vote, and the motion passed unanimously 
(82:A:I02). 
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The modified recommendations for the University System 
were discussed next (82 :A: 110) (Exhibit 6). 

Chairman Donaldson reminded the Subcommittee that the 
modifieds list would be handled as it has been in the 
past: if there is a motion, the modified recommendation 
will remain part of the modified budget, and if there is 
no motion, the recommendation will be dropped. 

Representative Moore (82:A:128) moved that Items 20 and 
21 of Exhibit 3, the recommendation that both instruction 
and support for the University System be moved to 100 per­
cent of the funding formula for both years of the the 
1987 biennium, be adjusted in accordance with the pre­
vious motion. The motion passed unanimously. 

Senator Jacobson asked that the Subcommittee consider 
Item 28, which is for phase-down funds for Montana Tech. 
She said in the last biennium the University of Montana 
was in the same position that Tech is now, and she re­
quested that this remain a part of the modifieds. 

Senator Jacobson (82:A:144) moved that $453,112 for phase­
down funds for Montana Tech remain part of the modified 
budget. 

There was discussion of the motion between the Subcommittee 
members, Dr. DeMoney, President, Montana Tech, and Dr. 
Turley, Montana Tech. 

Representative Moore asked if the $453,112 is the absolute 
minimum that would allow the school to make its phase-down, 
or could Tech get by with less money? Dr. DeMoney said 
$453,112 represents the school's calculation for what it 
needs to do the job. Representative Peck said he will 
have to resist the motion because there is justification 
for other very important programs. He said he feels 
Tech knew that enrollment would be down for some time, 
and he thinks there has been adequate time for the school 
to make appropriate adjustments. He said it's time to bite 
the bullet and say no. Senator Jacobson said she hopes the 
Subcommittee will look favorably at this modified, and that 
it is vital to the school's wellbeing. 

Following further discussion, the motion to approve the 
modified request for $453,112 for Montana Tech passed 5 - 2 
with Representative Donaldson and Representative Peck 
dissenting (82:A:249). 

Item 24 on the modified list was discussed next--funding 
for Legal Education Development at the University of Mon­
tana. 

Senator Haffey said a process was begun two years ago when 
it was recognized that the student/faculty ratio for the 
Law School was inappropriate. He said commitments were 
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made to reflect this and student fees went up accordingly. 
At least some commitment. should be made at this time, he 
said, and he asked Dr. Bucklew, President, University 
of Montana, if the amount of $25,000 per year would be 
helpful in at least heading in the right direction. Dr. 
Bucklew said it would definitely be helpful, and it says 
to the students that the Legislature is interested in 
keeping reform of the Law School moving. 

Senator Haffey(82:A:310) moved that $25,000 per year for 
Legal Education Development at the University of Montana 
be included as a modified request. The motion passed 
4 - 3 with Representative Donaldson, Representative Peck 
and Senator Hammond voting against the motion. 

Item 27 of the modified list was discussed next. This is 
a recommendation for funding for the Rural Education 
Center at Western Montana College (82:A:329). 

Representative Hand said the program has received national 
recognition, and there should be some support for it. 

Representative Hand t82:A:337) made a motion that $29,000 
for FY 86 and $31,000 for FY 87 be included as a modified 
for the Rural Education Center at Western Montana College. 
The motion passed 4 - 3 with Representative Donaldson, 
Representative Peck and Representative Moore voting against 
the motion. 

There was brief discussion of Item 25, which is for exten­
sion of the Handicapped Children's program at Eastern 
Montana College from 10 months to 12 months (82:A:381). 
There was no motion. 

Chairman Donaldson commented that the Subcommittee has 
saved some money over the last three days, but it's coming 
very slowly. Representative Hand said so far in today's 
meeting no money has been saved, but money has been spent. 

Following a short break, the Subcommittee discussed the 
Agricultural Experiment Station (AES) (82:A:460). 

There is one modified recommendation for AES, which is 
for $376,000 for FY 86 and $294,000 for FY 87 for equip­
ment. There was brief discussion of the recommendation 
and no motion (82:A:494). 

The Soft Spot List, relative to AES, was discussed next 
(Exhibit 5). 

The vacancy savings issue was discussed by the Subcommittee 
members and Mr. Sykes. 

Representative Hand (82:A:531) moved adoption of Option 
A (Exhibit 2), which would apply 4 percent vacancy savings 
to faculty and graduate research assistants at AES. 
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Representative Moore (82:A:535) offered a substitute motion 
that Option B be adopted, which would apply 2 percent 
vacancy savings to faculty and graduate research assist­
ants at AES. 

Following further discussion, Representative Peck (82:A:569) 
moved that the motions be tabled until additional vacancy 
savings information is available. The motion passed 
unanimously. 

There was discussion of the soft spot called "Terminating 
Projects" (82:A:583). 

Representative Hand (82:A:596) moved Item 2 (Exhibit 5) 
which would remove'. $34,932 in FY 86 and $1,726,876 in FY 
87 from the budget of AES. 

There was discussion of the motion between members of 
the Subcommittee and Dr. Welsh, Director, AES. 

NOTE: There will be no further tape references due to 
failure of tape recorder. 

The motion to eliminate $34,932 in FY 86 and $1,726,876 
in FY 87 from the budget of AES failed 1 - 5. 

Representative Hand moved adoption of Item 3, which would 
eliminate funding for 2.59 FTE previously employed on 
the dairy research project at AES, in the amounts of 
$105,523 for FY 86 and $107,660 for FY 87. 

There was discussion of the motion. 

Chairman Donaldson noted that it would not be wise to 
take this money out of the budget, and said if all the 
money is removed from the dairy research project all at 
once, AES will not be able to make the necessary and 
appropriate changes. 

The motion to remove $105,523 and $107,660 from the AES 
budget failed 1 - 5. 

Representative Hand moved adoption of Item 4, option a, 
which would freeze equipment expenditures at the fiscal 
1984 level of $246,143 at AES. 

There was discussion of the motion and of other options 
which are available between the Subcommittee members and 
Mr. Sykes (Exhibit 5). 

The motion to freeze equipment expenditures at AES at 
the fiscal 1984 level of $246,143 failed 3 - 4. 
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Representative Hand moved adoption of Item 4, option b, which 
would apply 2 percent vacancy savings to faculty positions 
at AES. 

There was discussion of the motion. 

Representative Moore said the money involved here would 
be a slight savings, and since the equipment modification 
money was already denied, he will oppose the motion. 

The motion to apply 2 percent vacancy savings to faculty 
positions at AES failed 3 - 4. 

Representative Moore introduced a proposal (EXHIBIT 9). 
He said in order to tighten up the budget, a close look 
was taken at the Huntley and Conrad research centers. 
He said if these two stations were closed, there would be 
a biennial savings of $1,417,753. 

Representative Moore made a motion that the Huntley and 
Conrad research centers be closed. 

There was discussion of the motion. 

Chairman Donaldson said fewer stations doing intensified 
research might be more efficient. 

Dr. Welsh said the Conrad Station was authorized three 
biennia ago, and the Huntley Station is the second oldest 
research station in the state. The Conrad Station does 
dry land cropping research. It also does research on 
minimum till areas and utilization of fertilizers and 
weed control. The station does research which is relative 
to that particular area of the state. The Huntley Station 
does research on crop irrigation, sugar beets and livestock. 
Feedlots were recently transferred from Bozeman to the 
Huntley Station. The station also researches different 
kinds of cropping practices and alternative crops, he said. 

Representative Peck said he was unhappy about the intro­
duction of a major proposal of this type, and that the 
Subcommittee members should be given advance information 
when a proposal of such magnitude is going to be intro­
duced. Chairman Donaldson said the proposal was put 
together quickly and that no decisions would be made at 
this meeting. 

Representative Moore said he feels the remaining stations 
would be able to pick up the slack caused by the closing 
of the Huntley and Conrad stations. He said these are 
tough times for agriculture. Representative Peck said 
he feels discussion of the proposal should be heard and 
the motion should be tabled. 
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Dr. Welsh said each research center is unique. He said 
elimination of the HuntLey Station would mean th~re would 
be no study of the problems of irrigation in the Yellow­
stone Valley. A reduction such as the one proposed would 
seriously hamper AES's ability to get research done, and 
then to get that data out to the people who really need 
it. The Conrad Station was specifically put where it is 
because of the research that needs to be done in that area, 
he said. 

Dr. Tietz, President, Montana State University, said before 
such a step as closing two research centers is taken, 
there would have to be public hearings relative to the 
closures. He said he has never heard before of orders 
being given to close specific facilities. 

Chairman Donaldson said this~ was a hearing only on the 
matter, and that no decisions would be made. 

Leo Bratsky, farmer from Bridger, said the geographical 
location of the Huntley Station is important because it 
is the only area in the state that researches irrigated 
crops. He said if the center were closed, farmers and 
ranchers in the area would have to travel 300 miles to 
the research centers in Sidney or Havre, and that closing 
of the center would be disastrous to the area. The people 
in the area are pleased with the station's work, and the 
Advisory Council is proud of the station, he said. 

Roy Gabel, farmer, Chairman, Huntley Advisory Council, 
said he opposes even thinking of closing the station, 
which offers the only irrigation research in the state. 

Paul Kronebusch, farmer from Conrad, Chairman, Conrad 
Advisory Council, said agricultural research is vital. 
The Conrad Station was established specifically because 
of its location. 

Arnold Gettle, President, Conrad Advisory Council, said 
the center does a great deal of outside research on farms. 
The station is well run and yields a great deal of valu­
able information. 

Senator Esther Bengston, District 49, who lives in the 
Yellowstone Valley, said this is an incredible proposition. 
Whole programs should not be destroyed, she said. The 
Conrad Station is a bright spot in her district and is 
doing a tremendous job. Such a hatchet approach should 
not be taken, she said. 
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Walt Fillmore, Florence, cattle rancher and member of 
CARE, said if agriculture is going to survive in the state, 
more research is needed. In the long run, this informa­
tion will make money for the state, he said. 

Mr. Farson, Choteau, member of the Advisory Staff Council, 
said research activity on winter wheat at the Conrad 
Station revealed the fact that there is a better variety 
for use in that area. Without that research, he would ~­
still be using the old variety. He said discoveries of 
this kind should be attributed to the center's off­
station testing. 

Rick Rominger, farmer from Choteau County, said he is 
shocked at the proposal to close the Conrad Station. 
He depends on the station for information on fertilizer 
efficiency. 

Senator Hammond said he is as shocked by the proposal as 
everyone else. He asked why it is a good idea to take 
a hatchet to these research stations which serve specific 
local needs. He said Conrad and Huntley are eEpecially 
vital because of where they are located. Representative 
Moore said he realizes this is a delicate situation, 
however somewhere within the budget money has to be 
trimmed. He asked if anyone could suggest alternatives 
to this proposal. 

Harry Mitchell, Great Falls, representing the Montana 
Dairy Association, said if you ask people if they want 
tax increases, they will always say no. However, many 
are beginning to recognize the situation the state is now 
in, and they realize that additional revenue has to come 
from somewhere. You can only cut the fat so far--and 
then you hit muscle, he said. If a logical tax package 
is presented to the people, they will support it, Mr. 
Mitchell said. 

Pat Iman, Victor, said Montana has a money tree that 
grows out of the resources of the state. It produces 
a living for us all and helps pay for education, SRS, 
etc. The tree is tended by the people of the state and 
fertilized regularly by knowledge. If the money tree 
is destroyed, nothing can be funded. She said taxes 
must be raised or services cut lest the tree be killed. 

Chairman Donaldson said it has become increasingly diffi­
cult to get funds for AES. He said part of the problem 
is that the productive society is not producing too well, 
and agriculture has not done a good public relations job. 
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Representative Peck moved that the motion to close the 
Conrad and Huntley stations be tabled. The motion passed 
5 - o. 

The Subcommittee next considered the budget of the Coopera­
tive Extension Service (CES). 

The modifieds list was looked at first (Exhibit 6). There 
was no motion on Item 3, which is funding for a Business 
Development Specialist for CES. There was also no motion 
on Item 4, which is funding for an extension forester (for 
nine months). 

Turning to the Soft Spots list (Exhibit 5), vacancy 
savings was discussed, and Representative Hand suggested 
that this issue be taken up at a later date. 

The issue of the Pesticide Specialist was discussed 
(Item 4, option 2). 

Dr. Carl Hoffman, Director, CES, said in 1971 Congress 
passed an act which specified that handlers of pesticide 
must be trained to a specific level. The state passed 
a smiliar act in the same year. Initially, this program 
was federally funded, but now that funding has diminished. 
There are over 8,000 private applicators in the state who 
must be certified, he said. 

Ms. Clack noted that the Executive budget recommends 
funding of the pesticides specialist. 

Representative Hand moved that funding for the pesticides 
specialist be deleted from the budget. The motion passed 
4 - 1 with Representative Moore dissenting. 

A discussion of AGNET funding followed. 

Dr. Hoffman pointed out that this funding is really for a 
micrcomputer specialist. 

Representative Hand made a motion that AGNET funding of 
$61,372 for FY 86 and $63,984 for FY 87 be removed from 
the budget. The motion failed 3 - 3. 

A discussion of the budget of the Bureau of Mines followed. 

In regard to the modified recommendation for funding of 
earthquake studies and fault mapping, Dr. Henry McLennan 
Acting Director of the Bureau of Mines, stated that $51,000 
per year would support the program adequately at this time. 
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Representative Hand moved that the modified recommenda­
tion of $51,000 per year for fault mapping be included in 
the budget of the Bureau of Mines. The motion passed 3 - 2. 

The Forestry Experiment Station's budget was discussed. 

There was a brief discussion of the modified recommen­
dation of funding to support one scientist, two graduate 
assistants and one computer programmer. Dr. Stout, Direc­
tor, Forestry Experiment Station, discussed the request 
and explained that it was needed to do stepped-up 
forestry research. There was no motion on the request. 

ADJOURN: The meeting adjourned at 10:50 A.M. 
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FllE:SUBCOHicontinued-section5JRANGE: AHl .• API00 

SUBCOH ACTION THROUGH 3-5-85 - ENTIRE /IUS - CURRENT LEVEL ONLY 

EXPEND r TURES --FYab-- --FY87-- --87B--

BoR $24,622 $25,263 $49,885 
CHE $10,103,290 110,169,421 520,272,711 
AES S9,437,202 $9,566,362 $19,003,564 
CES 54,274,116 $4,302,983 58,576,999 
FCES ~686, 64i) $691,446 $1,379,086 
BI1&6 $1,507,128 Sl, 530, 968 53,038,0% 

--------------- --------------- ---------------
Subtotal $26,032,999 526,286,343 552,319,341 

Subtotal - BoRCHE SI5,905,096 S16,091,659 $31,996,745 

SIX I'IAJOR UNiTS U14,063,412 $115,160,103 5229,223,515 

GRAND TOTAL $140,096,';10 SI41,446,446 5291,542,856 
GRAND TOTriL - BoRCHE $129,968,499 $131,251,762 S261,220,260 
-----------------------------------------------------------------------
aENERAL FUND AND MILLAGE: 

--Genera! Fund--
3aR 
C"~ iiI: 

AE; 

S:X i1AJOR UNITS 

GRAND TQT~L 

BRAND iOTAL - 30RCHE 

--Millage--

iQTAL BI00~E T~A~SFE~ 

(2~cludes 30RCHEI 

$24,622 
l6,173,229 
$6,220,888 
$2,297,894 

$686~b4i) 

H,454,128 
---------------

H6,857,401 

$:3,836,575 
---------------

590.693,976 
;84,496,125 

$14,019,000 

$98,315,1:5 

S25,263 $49,895 
$5,917,457 $12,090,686 
;6,233,623 Sl2, 454, 511 
$2,2b9,361 $4,567,255 

~691, 446 $1,379,086 
$1,477,968 52,932,096 

--------------- ---------------
$16,615,118 $33,472,519 

"4,559,035 $149,395,610 
--------------- ---------------

*91,174,153 $181,868,129 
595,231,433 5169,727,558 

$14,151,000 

599,382,433 5197,897.559 

SUBCOM ACTICN THROUGH 3-5-85 - ENTIRE ~US - MODS ONLY - ALL GF 

EXPEND !TURES --FY86-- --F'f87-- --87B--

3a~ 50 $0 lO 
CHE $16,137 st6,137 132,274 
AES $376,881 S~94,767 '671,6;8 
CES 523,00') 575,114 598,114 
FCES lI06,377 $79,0211 S185, ~'}3 
8M~G 525.:1, Jll'J 5H,300 n}O,600 

--------------- --------------- ---------------
Subtotal S773,6'15 S509,3H $1,289.039 

SIX MAJOR UNITS $2,533,552 S1,~;9,2~1 53,911,783 

GRAND TOTAL S3,312,247 51,387.575 $5,199,922 

EXHIBIT 2 
3-7-85 



SUBCOH ACTION THROUGH 3-5-85 - ENTIRE HUS - CL AND HODS - GF ONLY .... 

EXPEND ITURES --FY86-- --FY87-- --87B--

BaR $24,622 $25,263 S49,B8S 
CHE $6,189,366 $S,933,594 $12,122,960 
AES $6,597,769 $6,528,390 $13,126,159 
CES $2,320,894 52,344,475 $4,665,369 
FCES 5793,017 $770,472 $1,563,489 
BH~6 Sl,710,428 51,522,268 $3,232,696 

--------------- --------------- ---------------
Subtotal $17,636,096 $17,124,462 $34,760,558 

SIX MAJOR UNITS S76,370,127 $7S,937,266 Sl52,307,393 

GRAND TOTAL $'14,006,223 $93,061,72B U87,067,951 

SUMMARY: SUBCOMMITTEE OVER EXEC. BUDGET (MINUS 2%) 

General Fund Only --FY86-- --FV87-- --87B--

CURRENT LE:;EL ($306,435) $2,451,163 51,644,728 
MODS $3,719,231 U,I77,482 54,896,713 

------------- .... - --------------- ---------------
TOTAL 52,912,796 53,628,645 S6,541,441 
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APPROPRIATIONS - Funds pledged as security for 

university revenue bond obligations; 

BOARD OF REGENTS - Authority over funds pledged as 

security for university revenue bond obligations; 

MONTANA CODE ANNOTATED - Sections 20-25-301, 20-25-302, 

20-25-401, 20-25-402, 20-25-403; 

MONTANA CONSTITUTION - Article II, section 31 i article 

X, section 9(2) Ca) and Cd). 

HELD: The Legislature may not appropriate, by bill, 
revenue generated from sources pledged to 
cover university system revenue bond 
requirements I when the revenue obtained from 
these sources exceeds the bond requirements. 

18 September 1984 

Judy Rippingale 
Legislative Fiscal Analyst 
State Capitol 
Helena MT 59620 

Dear Ms. Rippingale: 

You have asked my opinion on the following questions: 

1. May the Legislature appropriate, by bill, 
revenue generated from sources pledged to 
cover university system revenue bond 
requirements, when the revenue generated 
from these sources exceeds the bond 
requirements? 

2. If so, must 
appropriated 

the 
for a 

"excess revenue" be 
particular purpose? 
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For reasons I have outlined below, I conclude that the 
Legislature does not have the authority to make such 
appropriations; consequently I do not find it necessary 
to reach your second question. 

The Board of Regents (frequently referred to hereinafter 
as "the Regents") is given specific statutory authority 
to issue bonds. § 20-25-402(3), MeA. Debts created by 
these bonds are not charged against the State as general 
obligations. § 20-25-403, MeA. The Board of Regents 
may pledge various sources of university system income 
(rather than tax revenues) as security for the bonds it 
issues. Pursuant to section 20-25-402(4), MeA, the 
Board may: 

(4) pledge for the payment 
and interest on bonds, 
securities authorized in 
otherwise obligate: 

of the .•. principal 
notes, or other 
this chapter or 

(a) the net income received from rents, 
board, or both in housing, food service, and 
other facilities; 
(b) receipts from student building, activity, 
union, and other special fees prescribed by 
the regents for all students; and 
(c) other income in the form of gifts, 
bequests, contributions, federal grants of 
funds, including the proceeds or income from 
grants of lands or other real or personal 
property; receipts from athletic' and other 
contests, exhibitions, and performances; and 
collections of admissions and other charges 
for the use of facilities, including all use 
by other persons, firms, and corporations for 
athletic and other contests, exhibitions, and 
performances and for the conduct of their 
business, educational, or governmental 
functions; 

Your question concerns whether the State Legislature may 
appropriate some or all of the funds from these pledged 

~ sources whenever the income generated from them exceeds 
Iv o~o I the bond obligations such as payment of principal and 
s~~. Since your request concerns the effect of 

future and therefore hypothetical legislative action, 
this opinion is advisory in nature. 
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The Board of Regents is given broad authority to manage 
the university system I s sources of revenue. Section 
20-25-301(9), MeA, gives the Regents "general control of 
all receipts and disbursements of the system." Section 
20-25-302, MCA, expressly grants the Regents the power 
to purchase, cons truct, equip, or improve land, 
buildings, and other facilities and to devote the 
revenues from the operation of these facilities, 
including any fees collected therefrom, to debt service 
and reserves, "so far as such revenues have not been 
previously obligated for the purposes." § 20-25-302(3), 
MCA. Section 20-25-401, MCA, authorizes the Regents to 
establish and collect student building fees and pledge 
the receipts to various uses such as the acquisition and 
construction of recreation facilities, or for principal 
and interest payable on revenue bonds issued to finance 
such facilities. Finally, the Regents are authorized by 
law to use bond revenues to refund or retire outstanding 
bonds. § 20-25-402 (7), MCA. For these purposes the 
statute specifically permits the Regents to use: 

revenues or other funds on hand, in excess of 
the amount pledged by resolutions or 
indentures authorizing outstanding bonds .... 
Revenues and other funds on hand, including 
reserves pledged for the payment and security 
of outstanding revenue bonds, may be .•• 
invested and disbursed as provided in 
subsection 7(c) hereof to the extent 
consistent with the resolutions or indentures 
authorizing such outstanding bonds. 

§ 20-25-402 (7) (d), MCA. 

The terms of the bonds are also instructive. The 
indenture provisions which you attached to your opinion 
request include language concerning how the funds in the 
various bond reserve accounts may be used. For example, 
section 5.04 of a 1965 Eastern Montana College indenture 
calls for the creation of a "Revenue Fund" for the 
purpose of covering current expenses associated with the 
bond project. The balance of the Revenue Fund must be 
used to complete the deposit in the "Revenue Bond Fund" 
and to restore any deficiencies therein. "[T]he Regents 
may use any remaining balance in the Revenue Fund not 
needed for current expenses and payable" to redeem 
outstanding bonds, acquire or improve facilities, or 
"for any other purpose for which the funds pertaining to 
the College may lawfully be expended." Section 4.03 of 
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a 1971 Montana State University indenture provides for 
revenue derived from the bond project to be deposited in 
a "Bond Account" to be used for payment of principal and 
interest. Excess funds are placed in a "Reserve 
Account," the use of which is within the Regents' 
discretion. Pursuant to section 4.04, the "Reserve 
Account" funds are also to be used to make up any 
deficiencies that may arise in the "Bond Account." 

I have cited the aforementioned statutory and indenture 
provisions in order to emphasize the broad legal 
responsibility given to the Board of Regents with 
respect to the use of the university system's income, as 
well as the Regents' contractual obligations, which may 
not be impaired by state law. Mont. Const. art. II, 
§ 31. Were the Legislature to appropriate those funds 
from pledged sources that are "in excess" of the amount 
necessary to cover bond requirements (assuming it would 
be possible to determine this amount), the practicar 
effect would be to eliminate the Regents' authority to 
use pledged revenue in the variety of ways set forth in 
the law The options gLyen the Reg.ents in expendincr. 
pledged revenues, e.g., to redeem revenue bonds, or to 
improve uni versi ty facilities, would be meaningless if 
the funds to be used were always unavailable because 
they had been aR:9.ropriated by the T.egisJatur§... 

Moreover, the terms 0 f the bonds which require that 
certain amounts of funds be maintained in reserve 
accounts contemplate that a minimum of funds be kept in 
reserve. It is entirely possible that responsible 
fiscal management would necessitate an increased reserve 
st some fQtur~me. If the Regents are foreclosed this 
option because the "excess" pledged _!=,_~y"enue-__ is. 
appropriated by the Legislature for Qther purposes, then 
the actions of the Legislature would prevent the Regent~ 
from exercising duties which the Legislature has imposed 
upon them by statute. The possible need for an 
increased reserve also suggests that it may never be 
possible to precisely calculate the amount of any 
"excess" pledged funds. 

Additional support for 
case law. The Board 
financial affairs of 
addressed in Board of 
Judge, 168 Mont. 433 at 
(1975) , wherein the 
Legislature' s power to 

my conclusion is found in the 
of Regents' powers over the 
the university system were 

Regents of Higher Education v. 
446, 543 P.2d 1323 at 1331, 1334 
~ourt emphasized that the 

appropriate does not extend to 
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private funds received by state government which are 
restr icte<L.l:lY-._L_~t.-!;!:J.t5.t agreemeILLor cont ract. Since 
~hese types of funds may be pledged by the Regents as 
securitv for revenue bonds pursuant to section 
20-25-40U4), MCA, the above-cited portion of the 
Court's opinion in Board 2.f-Beg,~_nts is relevant to your 
question. So also is the decision in State ex rel. 
Veeder v. State Board of Education, 97 Mont. 121 at. 133, 
33 P.2d 516 at 521-22 (1934), in which the Court, 
interpreting statutes currently in effect, found that 
the Regents' predecessor, the State Board of Education, 
had express power to manage and control the business and 
finances of the university system and had implied power 
to do all things necessary and proper to the exercise of 
those general powers. See § 20-25-301(8) and (9), MCA. 
See also State ex reI. Blume v. State Board of 
"EdUcatIO"n, 97 Mont~7iat 378-79, 34 P.2d 515 at 518-19 
(1934) (the State Board of Education was vested with 
exclusive power to receive and control the funds derived 
from land grants). At the heart of the Court's 
decisions are the provisions of the 1972 Montana 
Constitution and its 1889 predecessor, concerning the 
Board of Regents' general control over the university 
system. Article X, section 9 (2) (a) and (d), of the 1972 
Constitution provides: 

(2) (a) The government and control of the 
Montana university system is vested in a board 
of regents of higher education which shall 
have full power, responsibility, and authority 
to supervise, coordinate, manage and control 
the Montana university system and shall 
supervise and coordinate other public 
educational insti~utions assigned by law. 

(d) The funds and appropriations under the 
control of the board of regents are subject to 
the same audit provisions as are all other 
state funds. 

In summa~y, the statutes and the terms of the bonds 
themselves --SIive the Board of Regents control over the 
use of the sourc~s of income that are pledged as 
securitLJ5?r university system revenue bonds, regardlesS,. 
of whetller the~come "exceetls" the bond ab] igat ions" 
ill?propriation of these funds by the Legislature would 
£ontravene the legal authority to control the funds that 
is vested in the Board of Regents. 
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THEREFORE, IT IS MY OPINION: 

The Legislature may not appropriate, by bill, 
revenue generated from sources pledged to cover 
uni versi ty system revenue bond requirements, when 
the revenue operated from these sources exceeds the 
bond requirements. 

, 
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EXHIBIT 6 .f ,_. 
3-7-85 

f 
Education Subcommit tee Modified Recommendations 

,--

- - Fiscal 1986 - - Fiscal 1987 

Agency C'.eneral Fund Other Total General Fund Other Iotal 

Commissioner of Higher Education 

l. Rent Increase $ 9,637 $ -0- $ 9,637 $ 9,637 $ -0- $ 9,637 

~Experiment Station 

2. Equipment $376,881 -0- $376,881 $294,767 -0- $294,767 

Cooperative Extension Service 

3. Business Dev. Specialist $ 23,000 -0- $ 23,000 $ 23,805 -0- $ 23,805 
4. Extension Forester -0- -0- -0- 51,309 -0- 51,309 

Bureau of Hines 

5. Groundwater Data Base $116,300 -0- $116,300 $ 44,300 -0- $ 44,300 
6. Earthquake Hazzards Eval 140,000 -0- 140,000 -0- -0- -0-

~ 
Forest Experiment Station 

7. Expand Research $106,377 -0- $106,377 $ 79,026 -O- S 79,026 

Office of Public Instruction 

8. Teacher Certification 
Testing $ 50,500 -o- S 50,500 $ 12,500 -0,- S 12,500 

9. School Accreditation 49,000 -0- 49,000 49,000 -0- 49,000 
10. Supplant Vo-Ed Funds 128,763 -0- 128,763 129,130 -0- 129,130 

Board of Public Education 

11. Management Analyst $ 29,109 -0- $ 29,109 $ 28,599 -O- S 28,599 
12. Contr."lct Legal Service 2,125 -0- 2,125 2,125 -0- 2,125 
13. Word Processor 2,500 -0- 2,500 -0- -0- -0-

School for the Deaf and Blind 

14. Phonic Ear Equipment $ 30,250 -0- $ 30,250 S 30,250 -o- S 30,250 
15. Additional Teachers 59,721 -0- 59,721 59,745 -0- 59,745 

Fire Services Training , 
16. .50 FIE Secretary S 8,660 -0- $ 8,660 $ 8,663 -O- S 8,663 
17. Contract Instructors 8,281 -0- 8,281 8,281 -0- 8,281 



Vo-Tech Centers 

18. Replace Vo-Ed Funds 
19. Additional Student 

Services FIE 

University System 

20. 100% Instruction 
21. 100'", Support 
22. Hazardous Materials 
23. Indirect Costs to 80% 
24. Legal Education -UM 
25. MCHC - EMC 
26. Groundsperson - NHC 
27. Rural Education Cntr 
28. Phase Down - Tech 

Total Subcommittee 

Education Subcommittee Hodified Recommendations 
Continued 

- - Fiscal 1986 - - - - - Fiscal 1987 
General Fund Other Total General Fund Other 

$ 376,990 $ -0- S 376,990 $ 371,853 $ -0-

72,992 -0- 72,992 73,548 -0-

$ 684,857 $1,381,205 $2,066,062 $ -0- $2,072,351 
1,848,693 -0- 1,848,693 961,773 897,795 

193,950 -0- 193,950 98,550 -0-
94,353 -0- 94,353 94,353 -0-
36,000 -0- 36,000 101,000 -0-
33,803 -0- 33,803 33,803 -0-
16,000 -0- 16,000 16,000 -0-

- WMC 69,200 -0- 69,200 72,750 -0-
453,112 -0- 453,112 -0- -0-

~~d02~2~~ ~~.2~~.I~~~ $6,402,259 
=========== ~~~~~~1~~2 

$ 

Total 
I:!ll 

jII) 

i 
371,853 

73,548; .. 
" 

$2,072,351 i ~" 

1,859,568 
98,550 
94,353 

101,000 
33,803 
16,000 
72,750 
-0-
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State Capitol 
Helena, MT 59620 

Dear ." 

January 28, 1985 

EXHIBIT 9 
3-7-85 

You asked what savings would occur if the state closed down the 
Huntley and Conrad research centers. In answering your question, the 
following assumptions were used: 

(a) Both research centers would be closed as of July 1, 1985. If there is 
any delay past July 1, 1985 in closing both research centers, 
expenditures carried into fiscal 1986 would reduce the savings noted 
in this response. 

(b) Employees at the Huntley and Conrad research centers would be 
laid-off and not transferred to other research centers. 

(c) Equipment used at the Huntle~T and Conrad research centers would 
be sold at auction by the Department of Administration. Therefore, 
the LFA current level equipment budget for fiscal 1986 and 1987 
would be reduced by amounts included in the budget for replacement 
of equipment at Huntley and Conrad. No estimate can be made at 
this time on the revenue the auction would generate--revenue that 
could be used to reduce the general fund. The original cost of the 
equipment inventories at Conrad and Huntley as of August of 1984 
was $128,979 and $306,739, respectively. 

(d) LFA current level earmarked revenue estimated for the Main Station in 
the 1987 biennium would not be significantly affected. It is assumed 
cattle used in feedlot research at Huntley could be transferred to 
Bozeman, Sidney, or Havre--stations which currently use cattle in 
various types of research projects. If the herd had to be sold 
earmarked revenue would increase significantly in fiscal 1986 and drop 
to around $200,000 in fiscal 1987. 

(e) The disposition of each research center as to whether the land would 
be sold or leased is not addressed in this response. Any income that 
would be generated from leasing or selling the land could be used to 
reduce the general fund. 
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The following table presents ,uctual fiscnl 1984 expenditures for the 
Iluntley and COIlrad research stBtionsand projected expenditures for 
fiscal 1D86 2nd 1987. Projected expenditures for fiscal 1986 and 1!)~7 are 
included in the LF A current level budget. 

Table 1 
Huntley and Conrad Resct!rch Stations--Actual Fiscal 1984 

Expenditures and Projected Expenditures for Fiscal 1986 and 1987 

Research Station Fiscal 1984 Fiscal 1986 Fiscal 1987 

Huntley 

FTE 12.16* 12.16 12.16 

Personal Ser"ric~s $205,814 $286,910 $286,910 
Operating Expenses 180,124 195,759 205,547 
Equipment 13,896 14,078 14,998 

Total ~g~~=~g! t1~g=~2Z ~g~Z=~gg 

Conrad 

FTE 6.44* 6.44 6.44 

Personcl Services $112,556 $165,952 $165,952 
Operating Expenses 34,700 37 ,712 39,598 
Equipment 11,500 2,100 2,237 

Total ~!g~=Zgg l~Q~=Zg~ ~~~Z ... l~Z 

Total Expencitures ~gg~=gg2 ~Z2~=g!! ~Z!g=g!~ 

\ 

*Budgeted by the Agricultural Experiment Station. 

Table 2 presents the projected savings in the 1987 biennium from 
closing the Huntley and Conrad research centers. A projectec biennial 
l'Javings of $1,417,753 could result from closing the two research centers. 
Current level FTE would decrease 18.60 FTE. The general fund savings is 
projected at $1,411,753 in the 1987 biennium. State special revenue 
(earmarked) is projected to decrease by $6,000. The decrease in state 
special revenue would result from the loss of revenue at the Western 
Triangle Research Center from the sale of surplus crops--estimated at 
$3,000 in fiscal 1986 and $3,000 in fiscal 1987. 
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Taule 2 
Projected Affect on LFA Current Level Budget from Closing Huntley 

and Conrad hescarch Stations 
Fiscal 1!J8G and 1987 

LFA Current Level LFA Current Level 
with Huntley and Conrad without Huntley and Conrad Biennial 

Budget Item 1986 1987 1986 1987 Savings 

FIE 255.57 255.57 236.97 236.97 18.60 

Personal Services $6,258,345 $6,258,345 $5,805,483 $5,805,483 $ 905,724 
Operating Expenses 1,680,411 1,765,594 1,446,940 1,520,449 478,616 
Equipment 100,516 107,110 84,338 89,875 33,413 

Total ~~,O~~ ~~~~~l~~~ ~~~~~~~ ~2~5,~~~ ~~~17£~~1 

Funding 

General Fund $5,711,693 $5,713,092 $5,012,182 $5,000,850 $1,411,753 
Federal 1,807,579 1,897,957 1,807,579 1,897,957 -0-
State Special 520,000 520,000 517,000 517,000 6,000 

Total ~~.t212'!~~~ £~~1~'!~~~ ~~Jl1~~~~ £~.4~~~~~~ ~~~17,!~53 

I hope this inform~tion is of assistance to you. 
questions, please come see me. 

If you have any 

B SLEG: esl: GD 1-28-5 

Sincerely, 

\ 

Bill Sykes 
Assistant Analyst 




