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X, section 1070fthe Montana Constitution pfovides in part that the interest from

university funds must be devoted to the maintenance and perpetuation of the respective University System

institutions; and
WHEREAS, section 17-2-107, MCA, currently requires some of the investment earnings from some

university funds to be credited to the state general fund.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 17-2-107, MCA, is amended to read:

"17-2-107. Accurate accounting records and interentity loans. (1) The department of
administration shall record receipts and disbursements for treasury funds and for accounting entities within
treasury funds and shall maintain records in sueh a manner as-te—+efleet that reflects the total cash and
invested balance of each fund and each accounting entity. The department of administration shall adopt
the necessary procedures to ensure that interdepartmental or intradepartmental transfers of money or loans
do not result in inflation of figures reflecting total governmental costs and revenue.

{2) (a) When the expenditure of an appropriation from a fund designated in 17-2-102{1}{a) through
{1)(c) is necessary and the cash balance in the accounting entity from which the appropriation was made
is insufficient, the department of administration may authorize a temporary loan, bearing no interes:, of
unrestricted money from other accounting entities if there is reasonable evidence that the income will be
sufficient to repay the loan within 1 calendar year and if the loan is recorded in the state accounting
records. An accounting entity receiving a loan or an accounting entity from which a loan is made may not

be so impaired that all proper demands on the accounting entity cannot be met even if the loan is extended.

Ny - SB 187

\ Djvision INTRCDUCED BILL



55th Legisiature LC0768.01

(b) () When an expenditure from a fund or subfund designated in 17-2-102{1}d){(I}{A) through
{1){d)(vi) is necessary and the cash balance in the fund or subfund from which the expenditure is to be
made is insufficient, the commissioner of higher education may authorize a temporary loan, bearing interest
as provided in subsection {4), of money from the agency’s other funds or subfunds if there is reasonahle
evidence that the income will be sufficient to repay the loan within 1 calendar year and if the loan is
recorded in the state accounting records. A fund or subfund receiving a loan or from which a loan is made
may not be so impaired that all proper demands on the fund or subfund cannot be met even if the loan is
extended.

(i) One accounting entity within each fund or subfund designated in 17-2-102(1}{d){i}(A) through
(11{d){vi) must be established for the sole purpose of recording loans between the funds or subfunds. This
accounting entity is the only accounting entity within each fund or subfund that may receive a loan or from
which a loan may be made.

(c) A loan made under subsection (2){a) or {2){b} must be repaid within 1 calendar year of the date
on which the loan is approved unless it is extended under subsection (3) or by specific legislative
authorization.

(3} Under unusual circumstances, the director of the department of administration or the board of
regents may grant one extension for up to 1 year for a loan made under subsection {2){a} or (2}(b}. The
director or board 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 ctaims committees at the next legislative session.

{4} Any loan from the current unrestricted subfund to funds designated in 17-2-102(1)(d){i}{D} and

(1HdNii) through (1){d}{vi) must bear interest at a rate equivalent to the previous fiscal year’s average rate

of return on the board of investments’ short-term investment pool. Exceptiertavestment—earnings—on

(5) If for 2 consecutive fiscal yearends a loan or an extension of a loan has been authorized to the

same accounting entity as provided in subsection (2} or {3), the department of administration or the
commissioner of higher education shall submit to the legisiative finance committee by September 1 of the

following fiscal year a written report containing an explanation as to why the second loan or extension was
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made, an analysis of the solvency of the accounting entity or accounting entities within the university fund
or subfund, and a plan for repaying the loans.

{6) If for 2 consecutive fiscal yearends an accounting entity in a fund or subfund designated in
17-2-102(1)(d){i) through (1Hd){vi) has a negative cash balance, the commissioner of higher education shall
submit to the legislative finance committee by September 1 of the following fiscal year a written report
containing an explanation as to why the accounting entity has a negative cash balance, an analysis of the
solvency of the accounting entity, and a plan to address any problems concerning the accounting entity’s
negative cash balance or solvency.

{7) {a) An accounting entity in a fund designated in 17-2-102{1}(a} through {1)(c) may not have
a negative cash balance at fiscal yearend. The department of administration may, however, allow an
accounting entity to carry a negative balance at any point during the fiscal year if the negative cash_ba1ance
does not exist for more than 7 working days.

(b) (i} Except as provided in subsection {7)}(b}{ii}, a unit of the university system shall maintain a
paositive cash balance in the funds and subfunds designated in 17-2-102(1)(d}{i){A} through {1)}{d){i)}{D) and
(1) through (1)1d}vi).

{ii) If a fund or subfund inadvertently has a negative cash balance, the department of administration
may allow the fund or subfund to carry the negative cash balance for no more than 7 working days. If the
negative cash balance exists for more than 7 working days, a transaction may not be processed through
the statewide accounting system for that fund or subfund.

(8) Notwithstanding the provisions of subsections (2) through {4), the department of administration
may authorize loans to accounting entities in the federal and state special revenue funds with long-term
repayment whenever necessary because of the timing of the receipt of agreed upon reimbursements from
federal, private, or other governmental entity sources for disbursements made. The department of
administration may approve the loans if the requesting agency can demonstrate that the total loan balance
does not exceed total receivables from federal, private, or other governmenta! entity sources and
receivables have been billed on a timely basis. The loan must be repaid under terms and conditions as may

be determined by the department of administration or by specific legislative authorization.”

NEW SECTION. Section 2. Effective date. [This act] is effective July 1, 1997.

-END-
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STATE QF MONTANA - FISCAL NOTE

Fiscal Note for 3B(0187., as introduced

DESCRIPTICON OF PROPOSED LEGISLATION: An act remeving the conflict between Article X,
Section 10, cof the Montana Constitution and statutory law by authorizing the Montana
University System to retain investment earnings on all university funds, amending section
17-2-107, MCA and providing an effective date.

ASSUMPTIONS :

1. All retained investment earning on university funds would be used to fund the
Montana Tuition Assistance Program (MTAP). Each unit would establish a designated
fund to depesit all investment earnings from the university funds current
unrestricted, current designated and current restricted sub-funds for funding the
MTAP.

2. In calender year 1996, university system funds earned approximately 51,866,000 of
investment earnings based upon an expected Short Term Investment Pool (STIE) annual
rate of 5.65% and the month end balances for the current unrestricted and current

designated sub-funds. Calender year costs should not vary significantly from
fiscal year costs.
3. Investment earnings will be retained on all funds received by units of the

university system, including the general fund money accounted for in the current
unrestricted sub-fund.

4. Investment earnings retained by the university units will no longer accrue to the
treasurer’s cash account in the general fund.

FISCAL IMPACT:

Revenues:
FYo8 FYso
Difference Difference
University System Current Designated(33) 1,868,000 1,866,000
General Fund (01) {1,866,000) (1,866,000}
LONG— GE _EFFECTS CF PROPOSED LEGISTATION: Continued loss of general fund revenue.

TECHNICAL NOTES:

1. Article ¥, Sec. 10 of the state constitution specifies that interest from University
System Funds shall be dedicated to the Montana University System (MUS) uses. While
this kill only mentions specifically interest earnings on monies on the designated
and restricted funds sub-funds, the fiscal note is drawn up consistent with the
intent of this bill as expressed in its title. This would also require interest
earnings on University System monies in the current unrestricted sub-fund to be
credited the MUS.

2. General fund is currently distributed to the units of the MUS by the Commissicner’s
Cffice of Higher Education on an “as needed” basis. Should this bill pass, the
legislature may want to speclfy a distributicn pattern for general fund in HBOOZ.

3. All state accounts that do not retain their interest earnings are commingled in the
Treasurer’s fund, interest from which is depcsited in the state General Fund. 1In
order to retain interest earnings on state agency/university accounts, the Board of
Investments must establish an account for the agency/university unit in the Short
Term Investment Pool (STIP), from which interest 1is distributed to the specific
account. Prior to establishing a STIP interest-bearing account, the Board requires
that the agency/university unit requesting such an acceount, cite a specific
reference in state law or other written documentation authorizing the account to
retain its interest earnings. As introduced, thilis legislation would not provide the
specific written documentation the Boarg would need to establish 1nterest pbearing
accounts for these accounts.
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PRIMARRY

DAVID ‘LEWIS, BUDGET DIRLECTOR DATE
Office ¢f Budget and Program Planning

BRUCE CRIPPEN,

Fiscal Note for gBC187, as Introduced
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X, section 107 oFthe Montana Constitution prfovides in part that the interast from
university funds must be devoted to the maintenance and perpetuation of the respective University System
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11 institutions; and
12 WHEREAS, section 17-2-107, MCA, currently requires some of the investment earnings from soma

13 university funds to be credited to the state general fund.

15  BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

16
17 Section 1. Section 17-2-107, MCA, is amended to read:
18- "17-2-107. Accurate accounting records and interentity loans. (1) The department of

19 administration shall record raceipts and disbursements for treasury funds and for accounting entities within
20  treasury funds and shall maintain records in sueh a manner as-te—+efleat that reflects the total cash and
21 invested balance of each fund and each accounting entity. The department of administration shall adopt
22 the necessary procedures to ensure that interdepartmental or intradepartmental transfers of money or ioans
23 do not result in inflation of figures reflecting total governmental costs and revenue.

24 (2) (a) When the expenditure of an appropriation from a fund désignated in 17-2-102{1)(a) through
25 {1}{(c}) is necessary and the cash balance in the accounting entity from which the appropriation was made
26 is insufticient, the department of administration may authorize a temporary loan, bearing no interest, of
27 unrestricted money from other accounting entities if there is reasonable evidence that the income will be
28 sufficient to repay the loan within 1 calendar year and if the loan is recorded in the state accounting
29 records. An accounting entity receiving a loan or an accounting entity from which a loan is made may not

30 be so impaired that all proper demands on the accounting entity cannot be met even if the loan is extended.

Legisiative
RC'/M 1. sSB 137
Djvision SECOND READING



-

55th Legisiature LC0768.01

-

AWK

o w O ~N o 9w

11

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

() {i) When an expenditure from a fund or subfund designated in 17-2-102(1){d){i)(A) through
{1)d){vi) is necessary and the cash balance in the fund or subfund from which the expenditure is to be
made is insufficient, the commissioner of hi.gher education may autherize a temporary loan, bearing interest
as provided in subsection {4), of money from the agency’s other funds or subtunds if there is reasonable
evidence that the income will be sufficient to repay the loan within 1 calendar year and if the loan is
recorded in the state accounting records. A fund or subfund receiving a loan or from which a loan is made
may not be so impaired that all proper demands on the fund or subfund cannot be met even if the loan is
extended.

(i) One accounting entity within each fund or subfund designated in 17-2-102(1)({d)(i}{A} through
{1)(d}(vi) must be established for the sole purpase of recording loans between the funds or subfunds. This
accounting entity is the only accounting entity within each fund or subfund that may receive a loan or from
which a loan may be made.

{c) A loan made under subsection (2){a) or {2)({b} must be repaid within 1 calendar year of the date
on which the loan is approved unless it is extended under subsection (3} or by specific legisiative
authorization.

{3) Under unusual circumstances, the director of the department of administration or the board of
regents may grant one extension for up to 1 year for a loan made under subsection {2)(a) or (2){b}. The
director or board 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.

{4) Any loan from the current unrestricted subfund to funds designated in 17-2-102(1){d}(i}{D) and

(1){d) (i} through (1}{d}{vi) must bear interest at a rate equivalent to the previous fiscal year’s average rate

of return on the board of investments’ short-term investment pool. Exeepttfor-investrrent-oarRings—on

(5) If for 2 consecutive fiscal yearends a loan or an extension of a loan has been authorized to the

same accounting entity as provided in subsection (2) or {3), the department of administration or the
commissioner of higher education shall submit 10 the legislative finance committee by September 1 of the

following fiscal year a written report containing an explanation as to why the second loan or extension was
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made, an analysis of the solvency of the accounting entity or accounting entities within the university fund
or subfund, and a plan for repaying the loans.

{6) Iif for 2 consecutive fiscal yearends an accounting entity in a fund or subfund designated in
17-2-102(1)(d){i} through (1}(d}vi) has a negative cash balance, the commissioner of higher education shall
submit to the legislative finance committee by September 1 of the following fiscal year a written report
containing an explanation as to why the accounting entity has a negative cash balance, an analysis of the
selvency of the accounting entity, and a plan to address any problems concerning the accounting entity's
negative cash balance or solvency.

{7) (a) An accounting entity in a fund designated in 17-2-102(1){a) through (1){c) may not have
a negative cash balance at fiscal yearend. The department of administration may, however, allow an
accounting entity to carry a negative balance at any point during the fiscal year if the negative cash_balance
does nat exist for more than 7 working days.

{b} (i} Except as provided in subsection (7}(b}lii), a unit of the university system shall maintain a
positive cash balance in the funds and subfunds designated in 17-2-102(1)(d){i)(A) through {1}{d}(i}(D} and
{1){dHii) through (1) (dHwvi).

{ii) 1 a fund or subfund inadvertently has a negative cash balance, the department ¢f administration
may allow the fund or subfund to carry the negative cash balance for no more than 7 warking days. If the
negative cash balance exists for more than 7 working days, a transaction may not be processed through
the statewide accounting system for that fund or subfund.

{8) Notwithstanding the provisions of subsections (2} through (4], the department of administration
may authorize loans to accounting entities in the federal and state special revenue funds with long-term
repayment whenever necessary baecause of the timing of the receipt of agreed upon reimbursements from
federal, private, or other governmental entity sources for disbursements made. The department of
administration may approve the loans if the requesting agency can demonstrate that the total loan balance
does not exceed total receivables from federal, private, ar other governmental entity sources and
receivables have been billed on a timely basis. The loan must be repaid under terms and conditions as may

be determined by the department of administration or by specific legisiative authorization.”

NEW SECTION. Section 2, Effactive date. [This act) is effectiva July 1, 1997,

-END-
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WH EAS Articie X, section 107atthe Montana Constitution ;ovides in part that the interest from

university funds must be devoted to the maintenance and perpetuation of the respective University System

institutions; and
- WHEREAS, section 17-2-107, MCA, currently requires some of the investment earnings from some

university funds to be credited to the state general fund.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 17-2-107, MCA, is amended to read:

"17-2-107. Accurate accounting records and interentity loans. (1) The department of
administration shall record receipts and disbursemaents for treasury funds and for accounting entities within
treasury funds and shall maintain records in sueh a manner as-te-reflest that reflects the total cash and
invested balance of each fund and each accounting entity. The departmant of administration shall adopt
the necessary procedures to ensure that interdepartmental or intradepartmental transfers of money or loans
do not result in inflation of figures reflecting total governmaeantal costs and revenue.

{2) {a) When the expenditure of an appropriation from a fund désignated in 17-2-102{1){(a) through
(1}(c) is necessary and the cash balance in the accounting entity from which the approgriation was mada
is insufficient, the department of administration may authorize a temporary loan, bearing no interest, of
unrestricted money from other accounting entities if there is reasonable evidence that the income will be
sufficient to repay the loan within 1 calendar year and if the !oan is recorded in the state accounting
racords. An accounting entity receiving a lean or an accounting sntity from which a loan is made may not

be so impaired that all proper demands on the accounting entity cannot be mat aven if the loan is extended.
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{b) (i) When an expenditure from a fund or subfund designated in 17-2-102(1){d)(i}{A) through
{1}(d}(vi} is necessary and the cash balance in the fund or subfund from which the expenditure is to be
made is insuf_ﬁc_:ient, the commissioner of higher aducation may authorize a temporary loan, bearing interest
as provided in subsection (4), of money from the agency’s other funds or subfunds if there is reasonable
evidence that the income will be sufficient to repay the loan within 1 calendar year and if the loan is
recorded in the state accounting records. A fund ar subfund receiving a loan or from which a loan is made
may not be so impaired that all proper demands on the fund or subfund cannot be met even if the loan is
extended.

(i) One accounting entity within each fund or subfund designated in 17-2-102(1)(d}{i}(A) through
(1) (d)(vi) must be established for the sole purpose of recording loans between the funds ar subfunds. This
accounting entity is the only accounting entity within each fund or subfund that may receive a loan or from
which a loan may be made.

{c) Aloan made under subsection {2){a} or (2}(b} must be repaid within 1 calendar year of the date
on which the loan is approved unless it is extended under subsection (3) or by specific legislative
authorization.

(3) Under unusual circumstances, the director of the department of administration or the board of
regents may grant one extension for up to 1 year for a loan made under subsection {2)(a) or (2){b}. The
director or board shall prepare a written justification and proposed repayment plan for each loan extension
authorized and shalt furnish a copy of the written justification and proposed repayment plan to the house
appropriations and senate finance and claims committees at the next legisiative session.

(4) Any loan from the current unrestricted subfund to funds designated in 17-2-102(1){d}{i}(D} and

(1){d)(iil through {1){d)(vi) must bear interest at a rate equivaient to the previous fiscal year’s average rate

of return on the board of investments’ short-term investment pool. Exeept—ferinvastrmantearpings—on

{6} if for 2 cansecutive tiscal yearends a loan or an extension of a loan has been authorized to the
same accounting entity as provided in subsection {2} or (3), the department of administration or the
commissioner of higher education shall submit 19 the legislative finance committee by September 1 of the

following fiscal year a written report containing an explanation as to why the second loan or extension was
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made, an analysis of the solvency of the accounting entity or accounting entities within the university fund
or subfund, and a plan for repaying the loans.

(6) If for 2 consecutive fiscal yearends an accounting entity in a fund or subfund designated in
17-2-102(1)(d){() through (1){d)(vi} has a negative cash balance, the commissioner of higher education shail

submit to the legislative finance committee by September 1 of the following fiscal year a written report

containing an explanation as to why the accounting entity has a negative cash balance, an analysis of the

solvency of the accounting entity, and a plan to address any problems concerning the accounting entity’s
negative cash balance or solvency.

(7} (a} An accounting entity in a fund designated in 17-2-102(1)(a} through (1}{c) may not have
a negative cash balance at fiscal yearend. The department of administration may, however, allow an
accounting entity to carry a negative balance at any point during the fiscal year if the negative cash balance
does not exist for more than 7 warking days.

{b} (i) Except as provided in subsection (7){b}{ii), a unit of the university system shall maintain a
positive cash balance in the funds and subfunds designated in 17-2-102(1){d}{i}(A) through {1){d)}{i}{D) and
{1)(d}ii} through (1){d}vi},

(it) If a fund or subfund inadvertantly has a negative cash balance, the departmant of administration
may allow the fund or subfund to carry the negative cash balance for no maore than 7 working days. If the
negative cash balance exists for more than 7 working days, a transaction may not be processed through
the statewide accounting system for that fund or subtund.
| (8) Notwithstanding the provisions of subsections (2) through (4), the department of administration
may authorize loans to accounting entities in the federal and state special revenue funds with long-term
repaymant whenever necessary bacause of the timing of the receipt of agreed upon reimbursements from
federal, private, or ather governmental entity sources for disbursements made. The department of
administration may approve the oans if the requesting agency can demonstrate that the totat loan balance
does not exceed total receivables from federal, private, or other gavernmental entity sources and
receivables have been billed on a timely basis. The loan must be repaid under terms and conditions as may

be detefmined by the department of administration or by specific legislative authorization.”

NEW SECTION. Section 2. Effective date. [This act} is effective July 1, 1897,

-END-
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4
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6 UNIVERSITY SYSTEM TO RETAIN INVESTMENT EARNINGS ON ALL UNIVERSITY FUNDS; AMENDING
7 | :

8

9 WHEREAS, Articie X, section 1

0 university funds must be devoted 1o the maintenance and perpetuation of the respective University System
11 institutions; and '

12 WHEREAS, section 17-2-107, MCA, currently requires some of the investment earnings from some

13 university funds to be credited to the state general fund.

15  BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

16
17 ~ Section 1. Section 17-2-107, MCA, is amended to read:
18 "17-2-107. Accurate accounting racords and interentity loans. (1) The department of

19 administration shail record receipts and disbursemants far treasury funds and for accounting entities within
20 treasury funds and shall maintain records in sueh a8 manner as-te~reflest that reflects the total cash and
21 invested balance of each fund and each accounting entity. The department of administration shall adopt
22  the nacessary procedures to ensure that interdepartmental or intradepartmental transfers of money or loans
23  do not result in inflation of figures reflecting total governmental costs and revenue.

24 {2) {(a) When the axpsnditure of an appropriation from a fund désignatad in 17-2-102(1}{a) through
25  (1}c} is necessary and the cash balance in the accounting entity from which the appropriation was mada
26 s insufficient, the department of administration may authorize a temporary loan, bearing no interest, of
27  unrestricted money from other accounting entities if there is réasonable' evidence that the income will be
28  sufficient to repay the loan within 1 calendar year and if the loan is recorded in the state accounting
29  records. An accounting entity recsiving a loan or an accounting entity from which a ioan is made may not

30 be soimpaired that all proper demands on the accounting entity cannot be met eaven if the loan is extended.
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(b) (i) When an expenditure from a fund or subfund designated in 17-2-102(1)(d}(i}(A) through
(1}{d)(vi) is necessary and the cash balance in the fund or subfund from which the expenditure is to be
made is insuffic_;ient, the commissioner of higher education may authorize a temporary loan, bearing interest
as provided in subsection (4), of money from the agency’s othaer funds or subfunds if there is reasonable
evidence that the income will be sufficient to repay the lean within 1 calendar year and if the loan is
recorded in the state accounting records. A fund or subfund receiving a loan or from which a loan is made
may not be so impaired that all proper demands on the fund or subfund cannot be met even if the loan is
extended.

(i) One accounting entity within each fund or subfund designated in 17-2-102(1)(d}(i}(A) through
(13(d){wvi} muét be established for the sole purposa af recording loans between tha funds or subfunds. This
accounting entity is the only accounting entity within each fund or subfund that may receive a lcan or from
which a loan may ba made.

{c) A loan made under subsection (2}{a) or (2){b) must be repaid within 1 calendar year of the date
on which the loan is approved unless it is extended under subsection (3) or by specific legislative
authorization.

(3) Under unusual circumstancaes, the director of the department of administration or the board of
regents may grant one extension for up to 1 year for a loan made under subsection (2)(a) ar (2}(b). The
diractor or board shall prepare a written justification and proposed repayment plan for each loan extension
autharized and shall furnish a copy of the written justification and proposed repayment plan to the house
appropriations and senatae finance and claims committees at the next legislative session,

{4} Any loan from the current unrestricted subfund to funds designated in 17-2-102(1)(d}i){D) and

{1){ditii) through (1)(d}{vi) must bear interest at a rate equivalent to the pravious fiscal year's average rate

of return on the board of investments’ short-term investment pool. Exeeptfor—investmentoarRings—on

(5) If for 2 consecutive fiscal yearends a loan or an extension of a loan has been authorized to the

same accounting entity as provided in subsection (2} or {3}, the department of administration or the
commissioner of higher education shall submit t6 the legislative finance committes by September 1 of the

following fiscat year a written report containing an exptanation as to why the second loan or extension was
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made, an analysis of the solvency of the accounting entity or accounting entities within the university fund
or subfund, and a plan for repaying the loans.

(8) If tor 2 cansecutive fiscal yearends an accounting entity in a fund or subfund designated in
17-2-102(1){d)(i) thraugh {1){d)(vi) has a negative cash balance, the commissioner of higher education shall
submit to the legislative finance committee by September 1 of the following fiscal year a written report
contairing an explanation as to why the accounting entity has a negative cash balance, an analysis of the
solvency of the accounting entity, and a plan to address any probiems concerning the accounting entity’s
negative cash balance or solvency,

(7) {a) An accounting entity in a fund designated in 17-2-102{1){a) through (1}(c) may not have
a negative cash balance at fiscal yearend. The department of administration may, however, allow an
accounting entity 1o carry a negative balance at any point during the fiscal year if the negative cash_balanca
does not exist for more than 7 working days.

(b) {i} Except as pravided in subsection (7}(b)(ii), a unit of the university system shall maintain a
positive cash balance in the funds and subfunds designated in 17-2-102(1}1d)(i){A) through {1){d){i}{D) and
(1)1{dMii) through {1}d){vi).

{ii 1t a fund or subfund inadvertently has a nagative cash balance, the department of administration
may allow the fund or subfund to carry the negative cash balance for no more than 7 working days. if the
negative cash balance exists for mare than 7 working days, a transaction may not be processed through
the statewide accounting system for that fund or subfund.

(8) Notwithstanding the provisions of subsections (2) through {4), the department of administration
may authorize {oans to accounting entitias in the federal and state special revenue funds with long-term
repayment whenever necessary because of the timing of the receipt of agreed upon reimbursements from
federal, private, or other governmental entity sources for disbursements made. The department ot
administration may approve the loans if the requesting agency can demonstrate that the total loan balance
does not exceed total receivables from federal, privats, oar other governmantal entity sourcas and
receivables hava been billed on a timely basis. The loan must be repaid under terms and conditions as may

be detarmined by the department of administration or by specific legislative authorization.”

NEW SECTION. Section 2. Effective date. [This act) is effactive July 1, 1997,

-END-
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SENATE BiLL NO. 187
INTRODUCED BY CRIPPEN, BOKLINGER, SLITER, AHNER, TASH, HALLIGAN, HARP,

VAN VALKENBURG, JERGESON, DEPRATU, BROOKE, MCCULLOCH, MAHLUM, MOOD,
COCCHIARELLA, J. JOHNSON, MESARQS, DENNY, SQUIRES, KITZENBERG, ANDERSON, PECK,
REAM, DOWELL, FRANKLIN, RANEY, HARPER, SWANSON, FOSTER, SOFT, BEAUDRY, LYNCH,

WILSON

A BILL FOR AN ACT ENTITLED: "AN ACT REMOVING THE CONFLICT BETWEEN ARTICLE X, SECTION 10,
OF THE MONTANA CONSTITUTION AND STATUTORY LAW BY AUTHORIZING THE MONTANA
UNIVERSITY SYSTEM TO RETAIN INVESTMENT EARNINGS ON ALL UNIVERSITY FUNDS; AMENDING
SECTION 17-2-107, MCA; AND PROVIDING AN EFFECTIVE DATE.”

WHEREAS, Article X, section 10, of the Mantana Constitution provides in part that the interest from
university funds must be devoted to the maintenance and perpetuation of the respective University System
institutions; and

WHEREAS, section 17-2-107, MCA, currently requires some of the investrfient earnings from some

university funds to be credited to the state general fund.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 17-2-107, MCA, is amended to read:

"17-2-107. Accurate accounting records and interentity loans. (1} The department of
administration shall record receipts and disbursements for treasury funds and for accounting entities within
treasury funds and shail maintain records in such a manner as—to-reflost that reflects the total cash and
invested balance of each fund and each accounting entity. The department of administration shall adopt
the necessary procedures to ensure that interdepartmentat or intradepartmental transfers of money or loans
do not result in inflation of figures reflecting total governmental costs and revenue.

{2) (a} When the expenditure of an appropriation from a fund designated in 17-2-102(1}(a) through
(1¥{c) is necessary and the cash balance in the accounting entity from which the appropriation was made

is insufficient, the department of administration may authorize a temporary loan, bearing no interest, of
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unrestricted maney from other accounting entities if there is reasonable evidence that the income will be
sufficient to repay the loan within 1 calendar year and if the loan is recorded in the state accounting
records. An accounting entity receiving a loan or an accounting entity from which a loan is made may not
be so impaired that all proper dernands on the accounting entity cannot be met even if the loan is extended.

{b) (i} When an expenditure from a fund or subfund designated in 17-2-102{1)id}{i}{A} through
{1)(d}vi) is necessary and the cash balance in the fund or subfund from which the expenditure is to be
made is insufficient, the commissioner of higher education may authorize a temporary loan, bearing interest
as provided in subsection {4), of money from the agency’s other funds or subfunds if there is reasonable
evidence that the income will be sufficient to repay the lcan within 1 calendar year and if the loan is
recorded in the state accounting records. A fund or subfund receiving a loan or from which a foan is made
may not be so impaired that all proper demands on the fund or subfund cannot be met even if the loan is
extended.

(i) One accounting entity within each fund or subfund designated in 17-2-102(1}{d){il{A} through
(1Hd){vi) must be established for the sole purpose of recording loans between the funds or subfunds. This
accounting entity is the only accounting entity within each fund or subfund that may receive a loan or from
which a lgan may be made.

{c} Aloan made under subsection {2}{a) or {2)(b) must be repaid within 1 cafendar year of the date
on which the loan is approved unless it is extended under subsection {3) or by specific legislative
authorization.

(3} Under unusual circumstances, the director of the department of administration or the board of
regents may grant one extension for up to 1 year for a loan made under subsection {2){a) or {2){b}). The
director or board shal! 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.

{4) Anyloan from the current unrestricted subfund to funds designated in 17-2-102(1){d}(i}{D) and

(T){d){ii} through {1}(d){vi} must bear interest at a rate equivalent to the previous fiscal year’s average rate

of return on the board of investments’ short-term investment pool. Except-ferinvestmentearnings—on
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(5) M for 2 consecutive fiscal yearends aloan or an extension of a loan has been authorized to the
same accounting entity as provided in subsection {2) or {3), the department of administration or the
commissioner of higher education shall submit to the legislative finance committee by September 1 of the
following fiscal year a written report containing an explanation as to why the second loan or extension was
made, an aﬁalysis of the salvency of the accounting entity or accounting entities within the university fund
or subfund, and a pian for repaying the loans.

{6) If for 2 consecutive fiscal yearends an accounting entity in a fund or subfund designated in
17-2-102(1}{d)(#) through {1){d){vi} has a negative cash balance, the commissioner of higher education shall
submit to the legisiative finance committee by September 1 of the following fiscal year a written report
containing an explanation as to why the accounting entity has a negative cash balance, an analysis of the
solvency of the accounting entity, and a plan to address any problems concerning the accounting entity’s
negative cash balance or salvency.

{7) {a) An accounting entity in a fund designated in 17-2-102(1){a) through {1){c} may not have
a negative cash balance at fiscal yearend. The department of administration may, however, allow an
accounting entity to carry a negative balance at any point during the fiscal year if the negative cash balance
does not exist for more than 7 working days.

(b) (i} Except as provided in subsection {7){b}(ii}, a unit of the university system shall maintain a
positive cash balance in the funds and subfunds designated in 17-2-102{1){d)(){A) through (1}{dI{iHD) and
(1){dMii) through {1){d}({vi).

(ii) If a fund or subfund inadvertently has a negative cash balance, the department of administration
may allow the fund or subfund to carry the negative cash balance for no more than 7 working days. If the
negative cash balance exists for more than 7 working days, a transaction may not be processed through
the statewide accounting system for that fund or subfund.

(8) Notwithstanding the provisions of subsections {2) through {4), the department of administration
may authorize loans to accounting entities in the federal and state special revenue funds with long-term
repayment whenever necessary because of the timing of the receipt of agreed upon reimbursements from
federa!, private, or other governmental entity sources for disbursements made. The department of
administration may approve the loans if the requesting agency can demonstrate that the total loan balance
does not exceed total receivables from federal, private, or other governmental entity sources and

receivables have been billed on a timely basis. The loan must be repaid under terms and conditions as may

L islative
ervices -3- SB 187
Djvision



. th Legislature ‘ SB0187.02

1 be determined by the department of administration or by specific legislative authorization."”

NEW SECTION. Section 2. Effective date. [This act} is effective July 1, 1997,

4 -END-

-
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