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INTRODUCED B

BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION
A BILL FOR AN ACT ENTITLED: “"aN ACT TO CLARIFY THE
TREATMENT OF POSTSECONDARY VOCATIONAL-TECENICAL CENTER FUNDS
FOR PURPOSES OF THE STATEWIDE BUDGETING AND ACCOUNTING

SYSTEM: AMENDING SECTIONS 17-2-102 AND 17-2-107, MCA.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA :
Section 1. Section 17-2-102, MCA, is amended to read:
#17-2-102. Fund structure, {1} There are in the state

treasury only the following fund categories and types:

(a} governmental fund category, which includes:

(i) the general fund, which accounts for all financial
resources except those required to be accounted for in
another fund;

{ii) the special revenue fund type, which accounts for
the proceeds of specific revenue sources {other than
expendable trusts or major capital projects) that are
legally restricted to expenditure for specified purposes.
The financial activities of the special revenue fund type
shall be subdivided for operaticnal purposes inte the
following funds to serve the purpose indicated:

(A) The state special revenue fund consists of money
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from state sources deposited in the state treasury that is
earmarked for the purposes of defraying particular costs of
an agency, program, or function of state government.

(B} The federal special revenue fund consists of money
depeosited in the treasury from federal sources, including
trust income, that is used for the operation of state
government .

(C) The ather special revenue funds consist of money
deposited in the state treasury from private sources,
including trust income, that is used for the operation of
state government and money used to defray reimbursable
expenditures.

(iii) the capital projects fund type, which accounts
for financial resources to be used for the acquisition or
construction of major capital facilities, other than those
financed by proprietary funds or trust funds; and

{iv) the debt service fund type, which accounts for the
accumulation of resources for and the payment of general
long-term debt principal and interest;

(b) proprietary fund category, which includes:

(i) the enterprise fund type, which accounts for
operations:

(A) that are financed and operated 1n a manner similar
to private business enterprises whenever the intent of the
legislature 1is that costs (i.e.,

expenses, including
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depreciation) of providing goods or services to the general
public on a continuing basis are to be financed or recovered
primarily through user charges; or

(B) whenever the legislature has decided that periodic
determination of revenue earned, expenses incurred, or net
income is appropriate for capital maintenance, public
policy, management control, accountability, or other
purposes; and

{ii) the internal service fund type, which accounts for
the financing of goods or services provided by one
department or agency to other departments or agencies of
state government or to other governmental entities on a
cost-reimbursed basis;

{c) the fiduciary fund category, which includes trust
and agency fund types used to account for assets held by
state government in a trustee capacity or as an agent for
individuals, private organizations, other governmental
entities, or other funds. These include the:

{i) expendable trust fund type;

{ii) nonexpendable trust fund type;

(1ii) pension trust fund type; and

{iv}) agency fund type.

{d) the university higher education funds, which

include:

{i) the university current Cfund, which accounts for
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meneys deposited in the state treasury which are used to pay
current gperating costs relating teo instruction, research,
public service, and allied support operations and programs
conducted within the Montana university system and

postsecondary vocational-technical centers. The financial

activities of the umtiversity current fund shall be
subdivided, for operation purposes, into the four following
subfunds to serve the purpoge indicated:

{A} The unrestricted subfund segregates that portion
of the university current fund's financial resources that
can be expended for general operations and is free of
externally imposed restrictions, except those imposed by the
legislature.

(B). The restricted subfund segregates that portion of
the universatey current fuad's financial resources that can
be expended for general operations but only for purposes
imposed by sources external to the board of regents and the
legislature.

(C} The designated subfund segregates that portion of
the univeratty current fund's financial rescurces that is
associated with general operations but is separately
classified in order to accumulate costs that are to be
recharged as allocated to other funds or subfunds;
identifies Financial activities related to special organized

activities of educational departments wherein the activity
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is fully supported by supplemental assessments; and
identifies special supply and facility £fees that are
approved for collections beyond normal course fees and their
disposition.

(D)} The auxiliary subfund segregates that portion of
the umiversity current fund's financial resources that is
devoted to providing essential on-campus services primarily
to students, faculty, or staff wherein a £fee, which Iis
directly related to but does not necessarily equal the cost
of the service prcvided, is charged tc the consumer.

{ii) the university student loan fund, which accounts
for moneys deposited in the state treasury which may be
loaned to students, faculty, or staff for purposes related
to education, organized research, or public services by the

Montana university system and postsecondary

vocational-technical centers;

{iii) the umiversity endowment fund, which accounts for
moneys deposited in the state treasury by the Montana

university system and postsecondary vocational-technical

centers wherein the principal portion of the amount received
is nonexpendable but is available for investment, thus
preducing consumable income. Expendable earnings on
endowment funds are to be transferred to appropriate
operating Eunds pursuant to prevailing administrative

requirements.
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{iv) the uwniverstity annuity and life income fund, which
accounts for moneys deposited in the state treasury by the

Mcontana university system and postsecondary

vocational-technical centers under an agreement whereby the

moneys are made available on condition that the receiving

unit o©f the Montana university system or postsecondary

vocational-technical center binds itself to pay stipulated

amounts pericdically to the donor or others designated by
the‘donor over a specified period of time;

{v) the university plant fund, which accounts for
those £financial resources allocated to or received by the

Montana university system and postsecondary

vocational-technical centers for capital outlay purposes or

to retire long-term debts associated with construction or
acguisition of fixed assets and the net accumulative resuits
of these activities:; and

{vi) the wantversiety agency fund, which accounts Eor
moneys deposited in the state treasury wherein the Montana

university system or a postsecondary vocational-technical

center acts in the capacity of a custodian or Eiscal agent
for individual students, faculty, staff, and qualified
organizations.

{2) In addition to the funds provided for in
subsection (1) of this section, there are in the state

treasury the following account groups:
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fa} the fixed asgssets account group, which is a
self-balancing group of aécounts set up to establish
accounting control and accountability for the state's
general fixed assets, except those accounted for in
proprietary funds, trust funds, and the wntversity higher
education Ffunds designated in subsections (1)(d){i)(D),
(L){d)(iii}, and (1)(d){v) of this section; and

(b} the long~term debt account group, which is a
self-balancing group of accounts set up to establish
accounting control and accountability Ffor the state's
unmatured general long-term liabilities, except those
accounted for in proprietary funds, trust funds, and the

universtty higher education funds designated in subsections

(L){d)(i)(D), (1)(d)(iii), and (1l)(d}{v) of this section."
Section 2. Section 17-2-107, MCA, is amended to read:
"17-2-107. Accurate accounting records and

interaccount loans. {1) The department of administration

shall record receipts and disbursements for treasury funds
and for accounts within treasury funds and shall maintain
records in such a manner as to reflect the total cash and
invested balance of each fund and each account. The
department of administration shall adopt the necessary
procedures to insure that interdepartmental or

intradepartmental transfers of meney do not result 1in

inflation of figures reflecting total governmental costs and
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revenues.

(2) When the expenditure of an appropriation is
necessary and the cash balance in the account from which the
appropriation was made is insufficient, the department Of,
administration may authorize a transfer, as a temporary loan
bearing no interest, of unrestricted moneys from other
accounts, provided that there is reasonable evidence that
the income provided for the remainder of the fiscal year
will be sufficiant to restore the amount so transferred and
provided the loan is recorded in the state accounting
records. The lcan must be repaid before the end of the
fiscal year wunless it is extended under the criteria of
subsection {3) or by specific legislative authorization. No
aceount shall be so impaired that all proper demands thereon
cannot be met even if the loan is extended.

{3) No loan may be extended into the next fiscal year
unless it is for the sole purpose of:

(a) repairing or replacing property damage covered by
insurance; or

{b) payment of expenses which will later be reimbursed
by:

{i) contractual receipts due from federal revenue;

{ii) receipts due to the auxiliary and restricted
subfunds; or

(iii) receipts due to the loan fund.
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(4) These loans may be extended intc the next fiscal
year if the department of administration receives sufficient
written justification therefor £rom the borrower. A loan
extended beyond the fiscal yearend must be repaid within 1
calendar year of the date the loan 1is approved. Under
unusual circumstances the director of the department of
administration may grant one extension of a loan for up to 1
year. The department of administration shall prepare a
written justification and proposed repayment plan for each
ican extension authorized and shall furnish a ceopy of the
written justification and proposed repayment plan to the
house appropriations and senate finance and claims
committees at the next legislative session.

(5) Any loan from the general fund or the universtty
current unrestricted subfund to funds designated in
subsections (1)(d){i)(Dp) and (1){d){ii} through (1L)(d)(vi)
of 17-2-102 shall bear interest at a rate eguivalent toc the
previous fiscal year's average rate of return on the board
of investment's short-term investment pool. Except for
investment earnings on restricted donations, all designated
and restricted subfund investment earnings are credited to
the state general fund.

(6) No accounting entity may have a negative cash
balance at fiscal yearend. The department of administration

may, however, allow any entity to carry a negative balance

_9_

10

LC 0348/01

at any peoint during the fiscal year subject to the following
restrictions:

{a) Accounting entity negative cash balances may not
exist more than 7 working days in the funds provided in
subsections (1)(a) through {(l){c} of 17-2-102.

{b) Units of the university system and pocstsecondary

vocational-technical centers must maintain positive cash

balances in the subfunds provided in subsections
{1){d)(i)(A) through (1)(d)(i)(D) and (1){d)(ii) through
(1y(d)fviy of 17-2-102."

-End-
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APPROVED BY COMM. ON EDUCATION
AND CULTURAL RESOURCES

INTRODUCED B

BY REQUEST OF THE DEPARTNENT OF ADMINISTRATION

A BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE
TREATMENT OF POSTSECONDARY VOCATIONAL-TECHNICAL CENTER FUNDS
FOR PURPOSES OF THE STATEWIDE BUDGETING AND ACCOUNTING

SYSTEM; AMENDING SECTIONS 17-2-102 AND 17-2-107, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 17-2-102, MCA, is amended to read:
"17-2-102. Fund structure. (1) There are in the state

treasury only the following fund categories and types:

{a) governmental fund category, which includes:

{1} the general fund, which accounts for all financial
resources except those required to be accounted for in
another fund;

({ii) the speclal revenue fund type, which accounts for
the proceeds of specific revenue sources (other than
expendable trusts or major capital projects) that are
legally restricted to expenditure for specified purposes.
The financial activities of the special revenue fund type
shall be subdivided for operaticnal purposes intc the
following funds to serve the purpose indicated:

(A) The state special revenue fund consists of money
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from state sources deposited in the state treasury that is
earmarked for the purposes of defraying particular costs of
an agency, program, or function of state government.

(B} The federal special revenue fund consists of money
deposited in the treasury from federal scurces, including
trust Iincome, that is wused for the operation of state
government .

(C) The other special revenue funds consist of money
deposited in the state treasury Efrom private sources,
including trust income, that is used for the operation of
state government and money used to defray reimbursable
expenditures.

{iii}) the capital projects fund type, which accounts
for financial resources to be used for the acquisition or
construction of major capital facilities, other than those
financed by proprietary funds or trust funds; and

{iv) the debt service fund type, which accounts for the
accumulation of resources for and the payment of general
long-term debt principal and interest;

{b) proprietary fund category, which ilncludes:

(i) the enterprise fund type, which accounts for
operations:

{A) that are financed and operated in & manner similar
to private business enterprises whenever the intent of the

legislature is that costs (i.e., expenses, including

. SECOND READING
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depreciation) of providing goods or services to the general
public¢ on a continuing basis are to be financed or recovered
primarily through user charges; or

{B) whenever the legislature has decided that periocdic
determination of revenue earned, expenses incurred, or net
income is appropriate for capital maintenance, public
policy, management control, accountability, or other
purposes; and

{ii) the internal service fund type, which accounts for
the financing of goods or services provided by one
department or agency to other departments or agencies of
state government or to other governmental entities on a
cost-reimbursed basis;

{c) the fiduciary fund category, which includes trust
and agency fund types used to account for assets held by
state government in a trustee capacity or as an agent for
individuals, private organizations, other governmental
entities, or other funds. These include the:

(i) expendable trust fund type;

(ii) nonexpendable trust fund type;

(iii} pension trust fund type; and

{(iv) agency fund type.

{(d) the university higher education funds, which
include:
(i) the wumiversity current fund, whiech accounts for
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moneys deposited in the state treasury which are used to pay
current operating costs relating to instruction, research,
public service, and allied support operations and programs
conducted within the Montana university system and

postsecondary vocational-technical centers. The financial

activities of the wuniversity current fund shall be
subdivided, Ffor operaticn purposes, into the Eour following
subfunds to serve the purpose indicated:

{A) The unrestricted subfund segregates that portion
of the universtty current fund's financial resources that
can be expended for general operations and is free of
externally imposed restrictions, except those imposed by the
legislature,

(B} The restricted subfund segregates that portion of
the univerastey current fund's financial resources that can
be expended for general operations but only for purposes
imposed by sources external to the board of regents and the
legislature.

{C) The designated subfund segregates that portion of
the umiversiey current fund's financial resources that is
associated with general operations but is separately
classified in order to accumulate costs that are to be
recharged as allocated to other funds or subfunds;
ldentifies financial activities related to special organized

activities of educational departments wherein the activity
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is fully supported by supplemental assessments; and
identifies special supply and facility fees that are
approved for collections beyond normal course fees and their
disposition.

{D) The auxiliary subfund segregates that portion of
the university current fund's financial resources that is
devoted to praviding essential on-campus services primarily
to students, faculty, or staff wherein a fee, which is
directly related to but does not necessarily equal the cost
of the service provided, is charged to the consumer.

{ii) the uriversiey student leoan fund, which accounts
for moneys deposited in the state treasury which may be
loaned to students, Eaculty, or staff for purposes related
to education, organized research, cr public services by the

Montana university system and postsecondary

vocational-technical centers;

{1ii) the umiversity endowment fund, which accounts for
moneys deposited in the state treasury by the Montana

university system and postsecondary vocational-technical

centers wherein the principal portion of the amount received
is nonexpendable but is available for 1investment, thus
producing consumable income. Expendable earnings on
endowment funds are to be transferred tc appropriate
operacing funds pursuant to prevailing administratcive

requirements.
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(iv) the university annuity and life income fund, which
accounts for moneys deposited in the state treasury by the

Montana university system and postsecondary

vocational-technical centers under an agreement whereby the

moneys are made available on condition that the receiving

unit of the Montana university system or postsecondary

vocational-technical center binds itself to pay stipulated

amounts periodically to the donor or others designated by
the donor over a specified period of time;

{v) the unmiversiey plant fund, which accounts for
those financial resources allocated to or received by the

Montana university system and postsecondary

vecaticnal-technical centers for capital ocutlay purposes or

to retire long-term debts associated with construction or
acquisition of Eixed assets and the net accumulative results
of these activities; and

{vi) the university agency fund, which accounts for
moneys deposited in the state treasury wherein the Montana

university system or a postsecondary vocational-technical

center acts in the capacity of a custodian or fiscal agent
for individual students, faculty, staff, and qualified
organizations.

(2) In additicen to the funds provided for in
subsection (1) of this section, there are in the state

treasury the following account groups:
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{a) the fixed assets account group, which 1is a
self-balancing group of accounts set up to establish
accounting control and accountability for the state's
general tized assets, except those accounted for in
proprietary funds, trust funds, and the university higher
education funds designated in subsections (1){d)(i)(D},
{1){d)(tiii), and (1)(d)(v) of this section; and

(b) the long-term debt account group, which 1is a
self-balancing group o©of accounts set up to establish
accounting contral and accountability for the state's
unmatured general long-term 1liabilities, except those
accounted for in proprietary funds, trust funds, and the

untversity higher education funds designated in subsections

(1)(d)(i)(D), (1)(d){iii), and (1)(d)(v) of this section.”
Section 2. Section 17-2-107, MCA, is amended to read:
"17-2-107. Accurate accounting records and

interaccouynt 1loans. (1) The department of administration

shall record receipts and disbursements for treasury funds
and for accounts within treasury funds and shall maintain
records in such a manner as to reflect the total cash and
invested balance of each fund and each account. The
department of administration shall adopt the necessary
procedures to insure that interdepartmental or

intradepartmental transfers of money do not result in

inflation of figures reflecting total governmental costs and
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revenues.

{2) When the expenditure of an appropriation is
necessary and the cash balance in the account from which the
appropriation was made is insufficient, the department of
administration may authcrize a transfer, as a temporary loan
bearing no interest, of unrestricted moneys from other
accounts, provided that there is reasonable evidence that
the income provided for the remainder of the fiscal year
will be sufficient to restore the amount so transferred and
provided the 1loan is recorded in the state accounting
records. The loan must be repaid befcre the end of the
fiscal year unless it 1is extended under the criteria of
subsection (3) or by specific legislative authorization. No
account shall be so impaired that all proper démands therecn
cannot be met even if the loan is extended,

{3) No loan may be extended into the next fiscal year
uniess it 1s for the sole purpose of:

{(a) repairing or replacing property damage covered by
insurance; or

(b) payment of expenses which will later be reimbursed
by:

{L) contractual receipts due from federal revenue;

(ii}) receipts due to the auxiliary and restricted
subfunds; or

(iii) receipts due to the lcan fund.

-8-
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(4) These loans may be extended into the next fiscal
year if the department of administration receives sufficient
written Jjustification therefor from the borrower. A loan
extended beyond the fiscal yearend must be repaid within 1
calendar vyear of the date the loan is approved. Under
unusual circumstances the director of the department of
administration may grant one extension of a loan for up to 1
year. The department of administration shall prepare a
written justification and propesed repayment plan for each
loan extension authorized and shall furnish a copy of the
written justification and proposed repayment plan to the
house appropriations and senate finance and claims
committees at the next legislative session.

{3) Any loan from the general fund ¢r the universiey
current unrestricted subfund to funds designated in
subsections (1)(d)(i)(D) and (1)(d)(ii) through (1l)(d)(vi)
of 17-2-102 shall bear interest at a rate equivalent to the
previous fiscal year's average rate of return on the board
of investment's short-term investment pool. Except for
investment earnings on restricted donations, all designated
and restricted subfund investment earnings are credited to
the state general fund.

(6) No accounting entity may have a negative cash
balance at fiscal yearend. The department of administration

may, however, allow any entity to carry a negative balance
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at any point during the fiscal year subject to the following
restrictions:

(a) Accounting entity negative cash balances may not
exist more than 7 working days in the funds provided in
subsections (l1)(a) through {1){c) of 17-2-102.

{b) Units of the university system and postsecondary

vocational-technical centers must maintain positive cash

balances in the subfunds provided in subsections
(1)(>d)(i)(A) through (1)(d)(i){D) and (1)(d)(ii) through
(ly(d)y(vi) of 17-2-102."

-End-
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BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION

A BILL, FCOR AN ACT ENTITLED: “"AN ACT TO CLARIFY THE
TREATMENT OF POSTSECONDARY VOCATIONAL~TECHNICAL CENTER FUNDS
FOR PURPOSES OF THE STATEWIDE BUDGETING AND ACCOUNTING

SYSTEM; AMENDING SECTIONS 17-2-102 AND 17-2-107, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 17-2-102, MCA, is amended to read:
"17-2-102. Fund structure. (1} There are in the state

treasury only the following fund categories and types:

(a) governmental fund category, which includes:

(i) the general fund, which accounts for all Einancial
resources except those required to be accounted for in
another fund;

{ii) the special revenue fund type, which accounts for
the proceeds of specific revenue sources (other than
expendable trusts or major capital projects) that are
legally restricted to expenditure for specified purposes.
The financial activities of the special revenuye fund type
shall be subdivided for operaticnal purposes into the
following funds to serve the purpcse indicated:

({A) The state special revenue fund consists of money
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from state sources deposited in the state treasury that is
earmarked for the purposes of defraying particular costs of
an agency. program, or function of state government.

{B) The federal special revenue fund consists of money
deposited in the treasury from federal sources, including
trust income, that is used for the Vope:ation of state
government.

(C) The other special revenue funds consist of money
deposited in the state treasury from private sources,
including trqst income, that is used for the operation of
state government and money used to defray reimbursable
expenditures.

{iii) the capital projects fund type, which accounts
for financial resources to be used for the acquisition or
construction of major capital facilities, other than those
financed by proprietary funds or trust funds; and

(iv) the debt service fund type, which accounts for the
accumulation of resources for and the payment of general
long-term debt principal and interest;

{(b) proprietary fund category, which includes:

(i) the enterprise fund type, which accounts for
cperations:

(A) that are financed and operated in a manner similar
to private business enterprises whenever the intent of the

legislature is that costs (i.e., expensea, including

-2- THIRD READING
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depreciation) of providing goods or services to the general
public on a continuing basis are to be financed or recovered
primarily through user charges; or

(B} whenever the legislature has decided that periocdic
determination of revenue earned, expenses incurred, or net
income is appropriate for capital maintenance, public
policy, management control, accountability, or other
purposes; and -

{ii) the internal service fund type, which accounts for
the financing of goods or services provided by one
department or agency to other departments or agencies of
state government of to other governmental entities on a
cost-reimbursed basis;

{c) the fiduciary fund category, which includes trust
and agency fund types used to account for assets held by
state government in a trustee capacity or as an agent for
individualis, private organizations, other governmental
entities, or other funds. These include the:

{i) expendable trust fund type;

{ii)} nonexpendable trust fund type;

{iii) pension trust fund type; and

{iv) agency fund type.

{d} the wuntveesity higher education funds, which

include:

{i} the universiey current fund, which accounts for
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moneys deposited in the state treasury which are used to pay
current operating costs relating to instruction, research,
public service, and allied support operations and programs
conducted within the Montana universicy system and

postsecondary veocaticnal-technical centers. The financial

activities of the university current fund shall be
subdivided, for operation purposes, into the Four following
subfunds to serve the purpose indicated:

(A) The unrestricted subfund segregates that portion
of the wuniversity current fund’'s financial resources that
can be expended for geusral operations and is free of
externally imposed restrictions, except those imposed by the
legislature.

{B) The restricted subfund segregates that portion of
the university current fund's financial resources that can
be expended for general cperations but only for purposes
imposed by sources external :o the board of regents and the
legislature.

{(C} he designated subfund segregates that portion of
the univeraity current fund's financial resources that s
associated with general operations but is separately
classified in order to accumulate costs fhat ‘are to be
recharged as allocated to other funds or subfunds;
identifies financial activities related to special organized

activities of educational departments wherein the actiwvity

—d} -
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is fully supported by supplemental assessments; and
identifies special supply and facility fees that are
approved for collections beyond normal course fees and their
disposition.

(P) The auxiliary subfund segregates that portion of
the wvniversity current fund's financial resources that is
devoted to providing essential on-campus services primarily
to students, faculty, or staff wherein a fee, which is
directly related to but does not necessarily equal the cost
of the service provided, is charged to the consumer.

{ii) the university student loan fund, which accounts
for moneys' deposited in the state treasury which may be
loaned to students, faculty, or staff for purposes related
to education, organized research, or public services by the

Montana university system and postsecondary

vocational-technical centers:

{iii) the university endowment fund, which accounts for
moneys dJdeposited in the state treasury by the Montana

university system and postsegondary vocational-technical

centers wherein the principal portion of the amount received

is nonexpendable but is available for investment, thus
producing c¢onsumable income, Expendable earnings on
endowment funds are to be transferred to appropriate
operating £funds pursuant to ptevai}ing administrative

reguicements.

s 2
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{iv) the aniversity annuity and life income fund, which
accounts for moneys deposited in the state treasury by the

Montana university system and postsecondary

vocational-technical centers under an agreement whereby the

moneys are made available on condition that the receiving

unit of the Montana university system or postsecondary

vocational-technical center binds itself to pay stipulated

amounts periodically to the donor or others designated by
the donor over a specified period of time;

{v) the university plant fund, which accounts for
those financial resources allocated to or received by the

Montana university system and postsecondary

vocational-technical centers for capital outlay purposes or

to retire long-term debts associated with construction ot
acquisition of fixed assets and the net accumulative results
of these activities; and

{(vi) the wniversity agency fund, which accounts for
moneys deposited in the state treasury wherein the Montana

university system or a postsecondary vocational-technical

center acts in the capacity of a custodian or fiscal agent
for individual students, faculty. staff, and qualified
organizations,

(2) In addition to the funds provided for in
subsection {1} of this section, there are in the state

treasury the followiﬁg account groups:
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(a) the fixed assets account group, which is a
self-balancing group of accounts set up toc establish
accounting control and accountability for the state’'s
general fixed assets, except those accounted for in
proprietary funds, trust funds, and the university higher
education funds designated in subsections (1){d)(i)(D),
(1)(d)(iiiy, and (1)(d)(v) of this section; and

{b) the long-term debt account group, which is a
self-balancing group of accounts set up to establish
accounting control and accountability for the state's
unmatured general long-term liabilities, except those
accounted for in proprietary funds, trust funds, and the

unitversity higher education funds designated in subsections

(1)(d)(i)(D), (L)(d)(iii), and {(1}(8){v) of this section."
Section 2. Section 17-2-107, MCA, is amended to read:
*17-2-107. Accurate accounting records and

interaccount loans. (1) The department of administration

shall record receipts and disbursements for treasury £unds
and for accounts within treasury funds and shall maintain
reéords in such a manner as to reflect the total cash and
invested ' balance of each fund and each account. The
department of administration shall adopt the necessary
procedures to insure that interdepartmental ar

intradepartmental transfers of money do not result in

inflation of figqures reflecting total governmental costs and
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revenues.

(2) When the expenditure of an appropriation is
necessary and the cash balance in the account from which the
appropriation was made is insufficient, the department of
administration may authorize a transfer, as a temporary loan
bearing no interest, of unrestricted moneys from other
accounts, provided that there is reasonable evidence that
the income provided for the remainder of the fiscal year
will be sufficient to restore the amount so transferred and
provided the loan is recorded in the state accounting
records. The loan must be repaid before the end of the
fiscal year unless it is extended under the criteria of
subsection ({3) or by specific legislative authorization. No
account shall be so impaired that ali proper demands thereon
cannot be met even if the loan is extended.

{(3) No loan may be extended into the next fiscal year
unless ié is for the sole purpose of:

fa) repairing or replacing property damage covered by
insurance; or

{b) payment of expenses which will later be reimburs«d
by:

(i) contractual receipts due from federal revenue;

(ii) receipts due to the auxiliary and restricted
subfunds; or

{iii) receipts due to the loan fund.

-8-
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{4) These loans may be extended intc the next fiscal
year if the department of administ;ation receives sufficient
written justification therefor from the borrower. A loan
extended beyond the fiscal yearend must be repaid within 1
calendar year of the date the 1loan is approved. Under
unusual circumstances the director of the department of
administration may grant one extension of a loan for up to 1
year. The department of administration shall prepare a
written justification and proposed repayment plan for each
loan extension authorized and shall furnish a copy of the
written justification and proposed repayment plan to the
house appropriations and senate finance and claims
committees at the next legislative session.

(5) Any loan from the general fund or the university
current unrestricted subfund to funds designated in
subsections (1}(d)(i}(D) and {1}{(d)(ii} through (1l)}(d)(wvi)
of 17-2-102 shall bear interest at a rate equivalent to the
previous fiscal year's average rate of return on the board
of investment's short-term investment pool. Except for
investment earnings on restricted donations, all desigrated
and restricted subfund investment earnings are credited to

the state general fund.

{6) Nc accounting entity may have a negative cash

balance a: fiscal yearend. The department of administration

may, however, allow any entity to carry a negative balance
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at any point during the fiscal year subject tc the following
restrictions:

{a) Accounting entity negative cash balances may not
exist more than 7 working days in the funds provided in
subaections (1){a) through {1){¢) of 17-2-102.

(b) Units of the university system and postsecondary

vocational-technical centers must maintain positive cash

balances in the subfunds provided in subsections
(L)(d}(i)(A) through (1)(dj(i)(n) and (l1l){d){ii) through
(1)(d)(vi) of 17-2-102."

-End-
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SENATE BILL NO. 117
INTRODUCED BY HIMSL, GAGE, FARRELL, H. HAMMOND
BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION
& BILL FOR AN ACT ENTITLED: "AN ACT TO CLARIFY THE
TREATHMENT OF POSTSECONDARY VOCATIONAL-TECHNICAL CENTER FUNDS
FOR PURPOSES OF THE STATEWIDE BUDGETING AND ACCOUNTING

SYSTEM; AMENDING SECTIONS 17-2-102 AND 17-2-107, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE QF MONTANA:
Section 1. Section 17-2-102, MCA, is amended to read:
"17-2-102. Fund structure. (1} There are in the state

treasury only the following fund categories and types:

{a) governmental fund category, which includes:

(i) the general fund, which accounts for all financial
resources except those required te be accounted for in
another fund;

{ii) the special revenue fund type, which accounts for
the proceeds of specific revenue sources (other than
expendable trusts or major capital projects) that are
legally restricted to expenditure for specified purposes.
The financial activities of the special revenue fund type
shall be subdivided for operational purposes into the
following funds to serve the purpose indicated:

{A) The state special revenue fund consists of money
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from state sources deposited in the state treasury that is
earmarked for the purposes of defraying particular costs of
an agency, program, or function of state government.

{B) The federal special revenue fund consists of meney
deposited in the treasury from federal sources, including
trust income, that is uysed for the operation of state
government.

(C) The other special revenue funds consist of money
deposited in the state treasury from private sources,
including trust income, that is used For the operation of
state government and money used to defray reimbursable
expenditures.

(iii) the capital projects fund type, which accounts
for financial resources to be used for the acquisition or
construction of major capital facilities, other than those
financed by proprietary funds or trust funds; and

(iv) the debt service fund type, which accounts for the
accumulation of resources for and the payment of general
long-term debt principal and interest;

(b) proprietary fund category, which includes;

(i) the enterprise fund type, which accounts for
operaticons:

(A} that are financed and operated in a manner similar
Lo private business enterprises whenever the intent of the
legislature 3is that costs (i.e.,

expenses, including

LT2- SB 117
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depreciation) of providing goods or services to the general
public on a continuing basis are to be financed or recovered
primarily through user charges; or

(B} whenever the legislature has decided that pericdic
determination of revenue earned, expehses incurred, or net
income is appropriate for capital maintenance, public
palicy, management control, accountability, or other
purposes; and

(ii) the internal service fund type, which accounts for
the financing of goods or services provided by one
department or agency to other departments or agencies of
state government or to other governmental entities on a
cost-reimbursed basis;

{c) the fiduciary fund category, which includes trust
and agency fund types used to account for assets held by
state government in a trustee capacity or as an agent for
individuals, private organizations, other governmental
entities, or other funds. These include the:

(i) expendable trust fund type;

(ii) nonexpendable trust fund type;

(1ii1) pension trust fund type; and

(iv) agency fund type,

(d) the wuniversity higher education funds, which

include:

(1} the waniversity current fund, which accounts for
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moneys deposited in the state treasury which are used to pay
current operating c¢osts relating to instruction, tesearch,
public service, and allied support operations and programs
Montana university

conducted within the system and

postsecondary vocational-technical centers. The financial

activities of the university current fund shall be
subdivided, for operation purposes, intc the four following
subfunds to serve the purpose indicated:

(A) The unrestricted subfund segregates that portion
of the university current fund's financial resources that
can be expended for general operat.-as and is free of
externally lmposed restrictions, except those imposed by the
legislature.

(B) The restricted subfund segregates that portion of
the university current fund's financial resources that can
be expended for general operations but only for purposes
imposed by sources external to the board of regents and the
legislature.

{C) The designated subfund segregates that portion of
the untversity current fund's financial resources that is
associated . with general operations but is separately
classified in order to accumulate costs that are to be
recharged as allocated to other <funds or subfunds;

identifies financial activities related to special organized

activities of educational departments wherein the activity
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is fully supported by supplemental assessments; and
identifies special supply and facility fees that are
approved for collections beyond normal course fees and their
disposition.

(D) The auxiliary subfund segregates that portion of
the mniveraity current fund's financial resources that |is
devoted to providing essential on-campus services primarily
to students, faculty, or staff wherein a fee, which is
directly related to but does not necessarily equal the'cost
of the service provided, is charged to the consumer.

(ii) the university student loan fund, which accounts
for moneys deposited in the state treasury which may be
loaned to students, faculty, or staff for purposes related
to education, organized research, or public services by the
postsecendary

Montana university system and

vocational-technical centers;

(iii) the unmiversity endowment fund, which accounts for
moneys deposited in the state treasury by the Montana

university system and_postsecondary vocational-technical

centers wherein the principal portion of the amount received
is nonexpendable but is available for investment, thus
producing consumable income. Expendable
endowment funds are to be transferred to appropriate
administrative

operating funds pursuant to prevailing

requirements.
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{iv) the university annuity and life income fund, which
accounts for moneys deposited in the state treasury by the
Montana

university system and postsecondary

vocational-technical centers under an agreement whereby the

moneys are made available on condition that the receiving

unit of the Montana university system or postsecondary

vocational-technical center binds itself to pay stipulated

amounts periodically to the doner or others designated by
the dcnor over a specified period of time;

{v) the untversity plant fund, which accounts for
those financial resources allocated to or received by the
Montana university

system and postsecondary

vocational-technical centers for capital outlay purposes or

to retire long-term debts associated with construction or
acquisition of fixed assets and the net accumulative results
of these activities: and

{vi) the univerasity agency fund, which accounts for
meneys deposited in the state treasury wherein the Montana

university system or a postsecondary vocational-technical

center acts in the capacity of a custodian or fiscal agent
for individual students, faculty, staff, and qualified
crganizations.

(2) In addition to the funds provided for in

subsection (1) of this section, there are in the state

treasury the following account groups:
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(a) the fixed assets account group, which is a
self-balancing group o©of accounts set up to establish
accounting control and accountability fer the state's
general fixed assets, except those acccunted for in
proprietary funds, trust funds, and the untverstty higher
education funds desigrated in subsections (1)(d)(1)(D).
(1)(d)(iii), and (1){d){(v) of this section; and

(b) the long-term debt account group, which 1is a
self-balancing group of accounts set up to establish
accounting control and accountability for the state's

unmatured general long-term liabilities, except those
accounted for in proprietary funds, trust funds, and the

university higher education funds designated in subsections

(1) (d)(1){D), {1){d)(iii), and (1)(d){v) of this section."
Section 2. Section 17-2-107, MCA, is amended to read:
“17-2-107. Accurate accounting records and

interaccount loans. (1) The department of administration

shall record receipts and disbursements for treasury Cfunds
and for accounts within treasury funds and shall maintain
records in such a manner as to reflect the total cash and
invested balance of each Ffund and each account. The
department of administration shall adopt the necessary
procedures to insure that interdepartmental or
intradepartmental transfers of money do not result in

inflation of figures reflecting total governmental costs and
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revenues.,

(2) When the expenditure of an apprepriation is
necessary and the cash balance in the account from which the
appropriation was made is insufficient, the department of
administration may authorize a transfer, as a temporary lcan
bearing no interest, of unrestricted moneys from other
accounts, provided that there is reasanable evidence that
the inccme providéd for the remainder cof the fiscal year
will be sufficient to restore the amount so transferred and

provided the 1loan 1is recorded in the state accounting

‘records. The loan must be repaid before the end of the

fiscal vyear unless it 1is extended under the criteria of
subsection (3) or by specific legislative authorization. No
account shall be so impaired that all proper demands thereon
canncot be met even if the loan is extended.

{(3) No loan may be extended into the next fiscal year
unless it is for the sole purpose of:

{(a) repairing or replacing property damage covered by
insurance; or

(b) payment of expenses which will later be reimbursed
by:

(i) contractual receipts due from federal revenue;

(iil) receipts due to tﬁe auxiliary and restricted
subfunds; or

{iii) receipts due to the loan fund.
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(4} These loans may be extended into the next fiscal
year if the department of administration receives sufficient
written justification therefor from the borrower. A loan
extended beyond the fiscal yearend must be repaid within 1
calendar year of the date the loan 1is approved. Under
unusual circumstances the .director of the department of
administration may grant one extension of a loan for up to 1
year. The department of administration shall prepare a
written justification and proposed repayment plan for each
loan extension authorized and shall furnish a copy of the
writren justification and proposed repayment plan to the
house appropriations and senate finance and claims
commitrees at the next legislative session.

(5) Any loan from the general fund or the untversity
current unrestricted subfund to funds designated in
subsections (1){(d){i)(D) and (1)(d)(ii) through (1)(d)(vi)
of 17-2-102 shall bear interest at a rate eguivalent to the
previsus fiscal year's average rate of return on the board
of iavestment's short-term investment pool. Except for
investment earnings on restricted donations, all designated
and restricted subfund investment earnings are credited to
the scate general fund.

{5) MNo accounting eatity may have a negative cash

balarce at fiscal yearend. The department of administration

may, ncwever, allow any entity to carry a negative balance
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at any point during the fiscal year subject to the following
restrictions:

{a) Accounting entity negative cash balances may not
exist more than 7 working days in the funds provided in
subsections {l){a) through (l)(c) of 17-2=-102.

(b) Units of the university system and postsecondary

vocational-technical centers must maintain positive cash

balances in the subfunds provided in subsections
(1)(d)(i)(A) through ({1)(d)(i)(D) and (l)(d}(ii) througn
{1)(d){vi) of 17-2-102."

-End-
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