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BY REQUEST OF THE GOVERNOR 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

ON MOTION, REREFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

ON MOTION, TAKEN FROM SECOND READING 
AND REREFERRED TO COMMITTEE 
ON RULES. 

ON MOTION, TAKEN FROM RULES COMMITTEE 
AND REREFERRED TO COMMITTEE ON 
BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

ON MOTION, TAKEN FROM SECOND READING 
AND REREFERRED TO COMMITTEE ON RULES. 

PRINTING REPORT. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 
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THIRD READING, PASSED. 
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A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FUNDING FROM 

THE IN-STATE INVESTMENT FUND FOR RESEARCH AND DEVELOPMENT 

PROJECT LOANS; PROVIDING FOR MEDICAL FACILITY RESEARCH AND 

DEVELOPMENT PROJECT LOANS; REQUIRING AT LEAST THREE MEMBERS 

OF THE BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO HAVE 

KNOWLEDGE OF EARLY STAGE FINANCING OF PRIVATE BUSINESSES; 

CHANGING MATCHING FUND REQUIREMENTS FOR RESEARCH AND 

DEVELOPMENT PROJECTS; REQUIRING THE UNIVERSITY SYSTEM TO 

ASSESS INTELLECTUAL PROPERTY MANAGEMENT; AMENDING SECTIONS 

2-15-1818, 17-6-308, 90-3-101, 90-3-102, AND 90-3-301, MCA; 

AND PROVIDING AN IMIIEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. section 2-15-1818, MCA, is amended to read: 

"2-15-1818. Montana board of science and technology 

development allocation composition -- quasi-judicial 

powers. (l) There is a Montana board of science and 

technology development. The baaed is allocated to the 

department of commerce. The department shall select, 

prescribe the duties for, and sup,·rvise staff to administer 

board activities, 
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(2) The baaed consists of nine members appointed by the 

governor as prescribed in 2-15-124. 

(3) In making appointments to the board, the governor 

shall consider people with extensive interest and experience 

in science and technology and the application of such 

interest and experience to economic development in Montana. 

(4) The membership of the board must include: 

(a} at least two three members with knowledge of early 

stage financing of private businesses; 

(b) at least one meT.ber with expertise in applied 

technology development; and 

(c} at least five members from the private sector. 

(5) The board is designated a quasi-judicial board for 

purposes of 2-15-124. 11 

Section 2. Section 17-6-308, MCA, is amended to read: 

"17-6-308. Authorized investments. ( 1) Except as 

provided in subsection (4)r the Montana in-state investment 

fund must be invested as authorized by rules adopted by the 

board. For purposes of this section, "investment" includes 

the guaranty of loans or bonds in consideration for a fee, 

in lieu of the actual acquisition of ~tleh the loans or 

bonds. 

(2) The board may use the in-state investment fund to 

guarantee loans or bonds issued under the provisions of 

17-5-1501 throuyl1 17-5-1529, Title 17, chapter 5, part 16, 

-2- INTRODUCED Bill 
se, ~Ira. 
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or Title 90, chapter 7. Each guaranty must be given in 

consideration of a fee. The fees must be paid to the board. 

The guaranty must provide directly or by separate agreement 

that the board is fully subrogated to the rights of the 

obligee under the loan or bond. The board shall by rule 

establish the maximum ratio between guaranty funds available 

and loans or bonds to be guaranteed. The board may covenant 

in bond issues to maintain ~tteh the ratio. Unless bonds 

issued to finance a project are secured by a common capital 

reserve account and a common guaranty fund, the maximum 

amount of the guaranty authorized by this section may not 

exceed $3 7 &907900 $3 million with respect to the bonds or 

loans to finance the project. 

(3) The board may make loans from the in-state 

investment fund to the capital reserve account created 

pursuant to 17-5-1515 and the guaranty fund created pursuant 

to 17-5-1520 to establish balances or restore deficiencies 

therein. The board may agree in connection with the issuance 

of bonds or notes secured by such account or fund to make 

such loans. Loans must be on such terms and conditions as 

the board determines and must be repaid from revenues of the 

board realized from the exercise of its powers under 

17-5-1501 through 17-5-1529, subject to the prior pledge of 

the revenues to the bonds and notes. 

(4) The board shall allow the Montana board of science 
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and technology development provided for in 2-15-1818 to 

administer $7.5 million of the in-state investment fund for 

seed capital project loans and $5.1 million of the in-state 

investment fund for research and development project loans 

pursuant only to the provisions of Title 90, chapter 3. This 

authority does not extend beyond June 30, 1994, for seed 

capital project loans and June 30, 1993, for research and 

development project loans. Until s~eh-time--as the Montana 

board of science and technology development makes a loan 

pursuant to those the provisions of Title 90, chapter 3, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201.'' 

NEW SECTION. Section 3. Allocation of funds. The $5.1 

million of the in-state investment fund to be used for 

research and development project loans is allocated as 

follows: 

(1) $600,000 to meet state matching fund requirements 

for the national science foundation awards to the center for 

interfacial microbial process engineering; 

(2) $3.5 million for loans relating to but not limited 

to the centers of excellence program and the Montana 

entrepreneurial center and to meet state matching fund 

requirements for the national science foundation's 

experimental program to stimulate competitive research; and 

(J) $1 million for medical facility research and 

-4-
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development project loans provided that: 

(a) a loan may not be less than $200,000 or more than 

$500,000; and 

(b) a dollar-for-dollar matching 

federal or private sources is required. 

requirement from 

Section 4. Section 90-3-101, MCA, is amended to read: 

"90-3-101. Short title -- findings -- purpose. (l) This 

chapter may be cited as the 11 Montana Science and Technology 

Financing Act". 

(2) The legislature finds and declares that: 

{a) it is the policy of the state of Montana to promote 

the health, safety, and general welfare of all the people of 

the state; 

(b) this policy will be furthered through strengthening 

and diversifying the state 1 s economy by facilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification will be 

fostered by assisting in the acceleration of development of 

technology in the state through participation with the 

private sector in the financing of science and technology 

development projects that have significant potential for 

commercialization in Montanai 
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(d) the in-state investment fund created through 

adoption of Initiative Measure No. 95 by the voters of 

Montana in 1982 is the appropriate source for providing 

financing programs for the development of new and expanding 

businesses in Montana; and 

(e} the-Se±enee-and-Teehno¼o9y-Be~eiopment--Board--Seed 

€ap±ta¼--Bond-Aet-eon~ained-p~ov~~~ons-that-were-£o~nd-to-be 

~neon~t±t~ttone±-hy-the-Montana-~tlpreme-eo~rt,-and-the--Si~t 

ieg±~±attlre--of--the--~tate--0£--Montana--m~~t--~e~edy-tho~e 

defee~s-ehroug~-iegis±a~~o~;-and 

trt the Montana science and technology development 

board has demonstrated success in forging a partnership 

among the private sector, the university community, and 

government, and this success should be continued through an 

ongoing legislative coramitment to the board's programs. 

{3) The purposes of this chapter are to: 

(a) strengthen and diversify Montana's economy by 

establ:.shing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities; 

{b] provide a funding source for the board to make seed 

capitdl project loans; 

(c) provici~ a mechanism for the board to use in making 

-6-
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seed capital project loans; and 

(d) provide a mechanism and a funding source for the 

board to use in making research and development project 

loans,-~he-fttndi~g-~ottree--o~--wh±en--w±¼¼--be--prev±ded--by 

~epnrace-¼egi~¼a~±on." 

Section 5. Section 90-3-102, MCA, is amended to read: 

•90-3-102. Definitions. As used in this chapter the 

following definitions apply: 

( 1) 11 Act" means the Montana 

financing act. 

science and technology 

(2) "Board" means the Montana board of science and 

technology development provided for in 2-15-1818. 

(3) "Company" means a firm, partnership, corporation, 

association, or any other entity authorized to conduct 

business in Montana. 

(4) "Convertible debenture" means a debenture 

convertible into stock under certain conditions by any 

individual or company. The debenture may not be converted by 

the board. 

( 5) "Debenture" or "note" means a writing or 

certificate issued as evidence of debt. 

( 6) 11 Departrnent" means the department of comme:-ce 

created in 2-15-1801, 

(7) "Expansion capital project" means a science and 

technology development project undertaken to en~hle a 

-7-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1609/01 

company to expand its manufacturing and marketing activities 

in order to move its products or services into new markets 

or to expand existing markets. 

(8) "Innovative technology" means the involvement of a 

product or process that embodies the use of implements, 

machinery, equipment, chemical formulations, resources, 

materials, methods, or other items in a manner that departs 

from previous commercial developments, practices, or 

applications. 

(9) ''Matching funds'' means the funds received in cash 

by the science and technology development project loan 

recipient from nonstate~appropriated sources and committed 

by the loan recipient to the project in an amount that is at 

least equal to the funds loaned to the recipient by the 

board for use in the science and technology development 

project. 

(10) 11 Medical faci.!ity research and development project" 

means a resea~.ch and development project designed to advance 

the development and operation of facilities that concentrate 

on fields of medical res~arch involving advanced technology 

applied to national medical concerns through the financing 

of personnel, equipment, and operating costs with the goal 

of establishing the facilities as enduring research 

~~_g_anizations in Montana. 

tietD_l_l "Portfolio company" means a startup or 

-8-
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tH,tlill "Private sector" 

received 

means 
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a seed capital 

any entity or 

individual, not principally a part of or associated with a 

governmental unit, that is associated with or involved in 

commercial activity. 

tli!tl.!.!l "Research and development project 11 means a 

science and technology development project that falls into 

the category of research capability development, applied 

technology research, or technology transfer and assistance. 

tT3tJ..!.!l "Research and development project loan" means a 

science and technology development project loan entered into 

between the board and a loan recipient for a research and 

development project. 

t%4t!....!.i1 11 Science and technology development project" 

means either a seed capital project or research and 

development project designed to discover, develop, transfer, 

utilize, or commercialize existing or new, innovative 

technology in order to strengthen and enhance economic 

development in Montana. 

fi5tilll "Science and technology development project 

loan agreement" or "loan" means an agreement entered into 

between the board and the loan recipient of a seed capital 

project loan or a research and development project loan 

that: 

-9-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1609/01 

(a) 

(bl 

(C) 

creates a debt relationship between the parties: 

provides for a financial return to the board; 

provides economic development potential to the 

state; and 

(d) contains the applicable provisions 

required by this chapter. 

and terms 

t-l:6tJl:.1.l "Seed capital project" means a startup capital 

project or expansion capital project. 

t¼:,t~ "Seed capital project loan 11 means a science and 

technology development project loan entered into between the 

board and a loan recipient for a seed capital project. 

t3:-Bt.i111 "Startup capital project 11 means a science and 

technology development project that assists a company in 

initiating commercial operations. 

t¼9tll.Ql 11 State'' means the state of Montana. 

ti8t EU "Warrant" means an instrument issued by a 

corporation that gives a holder other than the board the 

right to purchase stock of a corporation either for a 

limited time or perpetually." 

Section 6. Section 90-3-301, MCA, is amended to read: 

ft90-3-301. Appropriation authority and funding 

matching funds. (1) The board has authority to accept and 

expend all funds received by it as grants, donations, or 

other private or public income. These funds are statutorily 

appropridted as provided in 17-7-502. 

-10-
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(2) The appropriations and loans made to and by the 

board are in addition to and separate from general fund 

appropriations to the university system and other state 

agencies. 

(3) A loan may not be made for a seed capital project 

for which matching funds have not been received. Matching 

funds are required prior to any expenditure of board funds 

8 for researeh-and-development-~rojeets-or all seed capital 

9 

10 

11 

12 

projects. The board may accept as matching funds those 

received by the loan recipient within l year prior to the 

execution of the loan agreement. The board may require 

additional matching funds, depending on the capital need and 

13 the degree of risk encountered in the 8e±enee-~nd-teehnology 

14 de~e¼opmeat seed capital project. 
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(4) A loan may not be made for a research and 

development project for which matching funds have not been 

received unless the matching fund requirements are waived by 

the board pursuant to this section. Matching funds, when 

required, must be received before expenditure of board funds 

for a research and development project loan may be made. The 

board may waive the required match for up to 25% of the 

funding for research and development project loans if the 

board determines that the capital need and potential 

commercialization of the research and development project, 

in addition to its _pq_~_ential lo strengthen the partne~-~-b.l:...£ 
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between the public sector and private sector, warrant the 

waiver. The board may accept as matching funds those 

received by the loan recipient within 1 year prior to the 

execution of the loan agreement. The board may require 

additional matching funds depending on the capital need in 

the research and development project." 

NEW SECTION. Section 7. Intellectual property 

assessment~ The university system shall conduct an 

assessment of its intellectual pcoperty management programs 

and policies. Based on the assessment, the board of regents 

shall consider the adoption of a system of intellectual 

property management that will provide a coordinated and 

effective method of meeting payback requirements for 

research and development project loans made to 

organizations, individuals, and other entities within the 

university system. The assessment must be coordinated with 

the Montana board of science and technology development, and 

a final report and recommendations must be presented to the 

board by January 1, 1992. 

NEW SECTION. Section 8. Coordination instruction. If 

Bill No. [LC 15] is passed and approved, if it 

includes a section that amends 17-6-308, and if it includes 

amendments that replace references to the "in-state 

investment fund'' with "permanent coal tax trust fund'', then 

25 in {section 3 of this act, amending 17-6-308(4)), the code 

-12-
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1 commissioner shall make a similar change. 

2 NEW SECTION. Section 9. Severability. If a part of 

3 [this act] is invalid, all valid parts that are severable 

4 ftom the invalid part remain in effect. If a part of (this 

5 act] is invalid in one or more of its applications, the part 

6 remains in effect in all valid applications that are 

7 severable from the invalid applications. 

8 NEW SECTION. Section 10. Effective date. [This act J is 

9 effective on passage and approval. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0242, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act providing funding from the in-state investment fund for research and development project loans; providing for medical 
facility research and development project loans; requiring at least three members of the Board of Science and Technology 
Development to have knowledge of early state financing of private businesses; changing matching fund requirements for 
research and development projects; requiring the university system to assess intellectual property management; amending 
sections 2-15-1818, 17-6-308, 90-3-101, 90-3-102, and 90-3-301, MCA; and providing an immediate effective date. 

ASSUMPTIONS: 
1. Pursuant to the provisions of the Montana Science and Technology Financing Act, the Montana Science and Technology 

Alliance (MSTA) of the Department of Commerce will administer the proposed research and development loans. MSTA will 
need an additional 1.00 FTE at grade 18/step 2 to administer the loan program. 

2. MSTA will be authorized to lend $5.1 million of in-state investment funds as follows: $600,000 for matching state 
funding requirements for national science foundation awards; $3.5 million for loans relating to the stimulation of 
competitive research; and $1.0 million for medical facility research and development project loans. 

3. Projects must have matching funds from nonstate-appropriated sources to qualify for loans. The Science and Technology 
Development Board may waive the required match for up to 25% of research and development loan funds. 

4. The authority to lend in-state investment funds does not extend beyond June 30, 1993. The entire amount of the proposed 
$5.1 million of lending authority must be obligated by MSTA within the 1993 biennium. 

5. Pursuant to the provisions of 90-3-525, MCA, debt payments on loans will be deposited into the science and technology 
development account and appropriated as follows: 100% of the principle will be returned to the in-state investment 
fund, 15% of interest earnings will be appropriated to the state equalization aid account, and $85% of interest earnings 
will be appropriated to the general fund. 

6. Administrative costs will be paid from a $50,000 general fund appropriation for each year of the 1993 biennium. 
7. In conjunction with the university system, MSTA will provide the initial operating supplies and materials for the 

intellectual property management assessment. 
8. Under current law, the general fund and state equalization aid account would receive 

million transferred from the in-state investment fund to MSTA. Interest earnings on 
decrease following the transfer of funds. Interest earnings will gradually increase 

the interest earnings from the $5.1 
the in-state investment fund will 
as the principle amount of the 

loans are returned to the in-state investment fund. 
9. MSTA has unencumbered approximately $6.3 million of the $7.5 

projects. MSTA's authority to lend the above funds 
10. Current law is represented by the FY92-93 executive 

FISCAL IMPACT: 
see next page/ ; __..-----· 

~~!- «tfl5: z-~?/ 
ROD SUNDSTED, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

million appropriated in 17-6-308(4) 
extend beyond June 30, 1994. 

~ti or 4or the MSTA. 

for seed capital 

2-?-~ 
DATE 

Fiscal Note ior SH0~42 as introduced. sa zv1,, 



Fiscal Note Request, SB0_242, as it1t·i-0Quci::,d. 

Form BD-15 
Page 2 

fISCAL IMPACT; 

Science & Tech Alliance: 
Expenditures 
FTE 
Personal Services 
Operating Costs 
Local Assistance 

Total 
Funding: 
General Fund 
State Special 
In-State Investment Fd 

Total 

Revenues: 
General Fund 
State Equalization Aid 

Total 

Current Law 
1.00 

206,654 
237,900 

6 359 750 
6,804,304 

495,054 
15,000 

6,294,250 
6,804,304 

153,000 
27 000 

180,000 

FY 92 
Proposed Law 

2.00 
244,967 
249,587 

8,909,750 
9,404,304 

545,054 
15,000 

8,844.250 
9,404,304 

0 
_Q 
0 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 

Difference 
1.00 

38,313 
11,687 

2,550.000 
(2,600,000) 

50,000 
0 

2 550.000 
2,600,000 

(153,000) 
(27 .000) 

(180,000) 

FY 93 
Current Law Proposed J.aw Difference 

1.00 2.00 1.00 
206,206 244,519 38,313 
248,071 259,758 11,687 

4 554 400 7 104 400 2 550 000 
5,008,677 7,608,677 (2,600,000) 

492, 777 542, 777 50,000 
20,000 20,000 0 

4,495.900 i 045 900 2,550 000 
5,008,677 7,608,677 2,600,000 

307,700 0 (307,700) 
54.300 0 (54,3002 

362,000 0 (362,000) 

Recent assessments by the National Governors' Association have concluded that expenditure of state funds for applied 
research projects have led to long-term growth potential technologies resulting in the re-creation of high-quality 
jobs and the expansion of local tax bases. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION; 

MSTA's research and development project loans will generate approximately $7.1 million in principal and interest 
payments over a ten year period which will be distributed as follows: 

Principal to the In-State Investment Fund: 
State Equalization Aid Account (15%): 
General Fund (85%): 

Total: 

$5,100,000 
$ 300,000 
$1,700,000 
========== 
$7,100,000 

s8.t'11, 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0242, second reading. amended. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act providing funding from the in-state investment fund for research and development project loans; providing for medical 
facility research and development project loans; requiring at least three members of the Board of Science and Technology 
Development to have knowledge of early state financing of private businesses; changing matching fund requirements for 
research and development projects; requiring the university system to assess intellectual property management; and providing 
an immediate effective date. 

ASSUMPTIONS: 

1. Pursuant to the provisions of the Montana Science and Technology Financing Act, the Montana Science and Technology 
Alliance (MSTA) of the Department of Commerce will administer the proposed research and development loans. MSTA will 
need an additional 1.00 FTE at grade 18/step 2 to administer the loan program. 

2. MSTA will be authorized to lend $5.1 million of in-state investment funds as follows: $600,000 for matching state 
funding requirements for national science foundation awards; $3.5 million for loans averaging $40,000 each and relating 
to the stimulation of competitive research; and $1 million for medical facility research and development project loans. 

3. Projects must have nonstate matching funds to qualify for loans. The Science and Technology Development Board may waive 
the required match for up to 25% of research and development loan funds. 

4. The authority to lend in-state investment funds does not extend beyond June 30, 1994. 
5. The payback of principal and earnings on a seed capital project loan or on a research and development project loan from 

the Montana in-state investment fund will be deposited as follows: 100% of the principle will be returned to the in
state investment fund, 15% of interest earnings to the state equalization aid account, and 85% of interest earnings to 
the general fund (17-6-306). 

6. Administrative costs will require a $50,000 general fund appropriation each year of the 1993 biennium. 
7. Under current law, the general fund and state equalization aid account would receive the interest earnings from the $5.1 

million transferred from the in-state investment fund to MSTA. Interest earnings on the in-state investment fund will 
decrease following the transfer of funds. Interest earnings will gradually increase as the payback on loans are 
returned to the in-state investment fund. 

8. MSTA has unencumbered approximately $6.3 million of the $7.5 million appropriated in 17-6-308(4) for seed capital 
projects. MSTA's authority to lend the above funds does not extend beyond June 30, 1994. 

9. Current law is represented by the FY92-93 executive budget recommendation for the MSTA. 

FISCAL IMPACT: 

see ~;;J_~ 
3" --2~~ 9 / > -tt'I!-. 'I/ 

ROD SUNDSTED, BUDGET DIRECTOR DATE DATE 
Office of Budget and Program Planning 

Fiscal Note for SB02!,2. second reading. amended. SO Z'f~..-~ 
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FISCAL IMPACT: 

Science & Tech Alliance: 
Expenditures 
FTE 
Personal Services 
Operating Costs 
Local Assistance 

Total 
Funding· 
General Fund 
State Special 
In-State Investment Fd 

Total 

Revenues: 
General Fund 
State Equalization Aid 

Total 

General Fund Impact (decrease) 

Current Law 
1.00 

206,654 
237,900 

6,359.750 
6,804,304 

495,054 
15,000 

6,294.250 
6,804,304 

153,000 
27,000 

180,000 

FY 92 
Proposed Law 

2.00 
244,967 
249,587 

8 909.750 
9,404,304 

545,054 
15,000 

8,844,250 
9,404,304 

0 
_O 

0 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES· 

Difference 
1.00 

38,313 
11,687 

2,550,000 
2,600,000 

50,000 
0 

2,550.000 
2,600,000 

(153,000) 
(27,000} 

(180,000) 

(203,000) 

93 
Current Law Proposes! Law Differens.!:l 

1.00 2.00 1.00 
206,206 244,519 38,313 
248,071 259,758 11,687 

4,554,4QO 7,104 40Q 2 S2Q,OOQ 
5,008,677 7,608,677 2,600,000 

492,777 542,777 50,000 
20,000 20,000 0 

4,495,900 Z,042 900 2 220 Q20 
5,008,677 7,608,677 2,600,000 

307,700 0 (307,700) 
54, JOO 0 !24,30Ql 

362,000 0 (362,000) 

(357,700) 

Recent assessments by the National Governors' Association have concluded that expenditure of state funds for applied 
research projects have led to long-term growth potential of the targeted technologies, resulting in the creation of high
quality jobs and expansion of local tax bases. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

MSTA's research and development project loans from July 1, 1991, through June 30, 1994, will generate approximately $7.1 
million in principal and interest payments over a ten-year period which will be distributed as follows: 

Principal to the In-State Investment Fund: 
State Equalization Aid Account (15%): 
General Fund (85%): 

Total: 

$5,100,000 
$ 300,000 
$1,700,000 
...,,.....-~-= 

$7,100,000 

S /3 .l'/l •/. 
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SENATE BILL NO. 242 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

AS Al£NDED 

INTRODUCED BY CRIPPEN, D. BROWN, GRINDE, 

THAYER, WILLIAMS 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FUNDING FROM 

THE IN-STATE INVESTMENT FUND FOR RESEARCH AND DEVELOPMENT 

PROJECT LOANS; PROVIDING FOR MEDICAL FACILITY RESEARCH AND 

DEVELOPMENT PROJECT LOANS; REQUIRING AT LEAST THREE MEMBERS 

OF THE BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO HAVE 

KNOWLEDGE OF EARLY STAGE FINANCING OF PRIVATE BUSINESSES: 

CHANGING MATCHING FUND REQUIREMENTS FOR RESEARCH AND 

DEVELOPMENT PROJECTS; REQUIRING THE UNIVERSITY SYSTEM TO 

ASSESS INTELLECTUAL PROPERTY MANAGEMENT: AMENDING SECTIONS 

2-15-1818, 17-6-308, 90-3-101, 90-3-102, ANB 90-3-301, AND 

90-3-524, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 2-15-1818, MCA, is amended to read: 

•2-15-1818. Montana board of science and technology 

development allocation com.position -- quasi-judicial 

powers. (1) There is a Montana board of science and 

technology development. The board is allocated to the 

department of commerce. The department shall se:.ect, 

prescribe the duties for, and supervise staff to administer 

~"•"•• ....... <oumd 
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board activities. 

(2) The board consists of nine members appointed by the 

governor as prescribed in 2-15-124. 

(3) In making appointments to the board, the governor 

shall consider people with extensive interest and experience 

in science and technology and the application of such 

interest and experience to economic development in Montana. 

(4) The membership of the board must include: 

(a) at least twe three members with knowledge of early 

stage financing of private ousinesses; 

(b) at least o~e ~e~ber with expertise in applied 

technology development; a~d 

(c) at least five members from the private sector. 

(5) The board is designated a quasi-judicial board for 

purposes of 2-lS-124." 

Section 2. Sectio!1 17-6-308, MCA, is amended to read: 

•17-6-308e Authorized investments. ( l) Except as 

provided in subsectlon (4), the Montana in-state investment 

fund must be invested as au~horized by rules adopted by the 

board. For purposes of this section, ninvestment~ includes 

the guaranty of loans or bonds in consideration for a fee, 

in lieu of the act~al acquisition of ~tteh the loans or 

bonds. 

(:) ~ne beard ~ay ·;se :~e i~-s:ate inves~ment fund -o 

guarantee loans 0r ~ands iss~ed under the provisions of 

SECOND READING 
-2- SB 242 
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17-5-1501 through 17-5-1529, Title 17, chapter 5, part 16, 

or Title 90, chapter 7. Each guaranty must be given in 

consideration of a fee. The fees must be paid to the board. 

The guaranty must provide directly or by separate agreement 

that the board is fully subrogated to the rights of the 

obligee under the loan or bond. The board shall by rule 

establish the maximum ratio between guaranty funds available 

and loans or bonds to be guaranteed. The board may covenant 

in bond issues to maintain ~tte" the ratio. Unless bonds 

issued to finance a project are secured by a common capital 

reserve account and a common guaranty fund, the maximum 

amount of the guaranty authorized by this section may not 

exceed $3 7 88878&& $3 million with respect to the bonds or 

loans to finance the project. 

(3) The board may make loans from the in-state 

investment fund to the capital reserve account created 

pursuant to 17-5-1515 and the guaranty fund created pursuant 

to 17-5-1520 to establish balances or restore deficiencies 

therein. The board may agree in connection with the issuance 

of bonds or notes secured by such account or fund to make 

such loans. Loans must be on such ter~s and conditions as 

the board determines and ~ust be repaid from revenues of the 

board realized from the exercise of its powers under 

17-5-1501 through 17-5-:529, subjec~ to the prior pledge of 

the revenues to the bonds dnd notes. 
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(4) The board shall allow the Montana board of science 

and technology development provided for in 2-15-1818 to 

administer $7.5 million of the in-state investment fund for 

seed capital project loans and $5.1 million of the in-state 

investment fund for research and develoornent project loans 

pursuant only to the provisions of Title 90, chapter 3. This 

authority does not extend beyond June 30, l994L for seed 

capital project loans and a~ne-38,-¼993, for research and 

development project loans. Until soeh-tim~--ss the Montana 

board of science and technology development makes a loan 

pursuant to tnose the provisions of Title 90, chapter 3, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201." 

NEW SECTION. Section 3. Allocation of funds. The $5.1 

million of the in-state investment fund to be used for 

research and development project loans is allocated as 

follows: 

(1) $600,000 to meet state ~atching fund requirements 

for the national science foundation awards to the center for 

interfacial microbial process engineering; 

(2) $3.5 million for loans relating to but not limited 

to the centers of excellence program and the Montana 

entrepreneurial center and to meet state matching fund 

requirements for the national scienct> foundation's 

experimental program to stimulate competitive research; and 

-4- SB 242 
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(3) $1 million for medical facility research 

development project loans provided that: 

and 

(a) a loan may not be less than $200,000 or more than 

$500,000; and 

(b) a dollar-for-dollar matching 

federal or private sources is required. 

requirement ~rem 

Section 4. Section 90-3-101, MCA, is amended to read: 

"90-3-101. Short title -- findings -- purpose. (1) This 

chapter may be cited as the 11 Montana Science and Technology 

Financing Act''. 

(2) The legislature finds and declares that: 

(a) it is the policy of the state of Montana to promote 

the health, safety, and general welfare of all the people of 

the state; 

(b) this policy will be furthered through strengthening 

and diversifying the state's economy by facilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification will be 

fostered by assisting in the acceleration of development of 

technology in the state through participation with the 

private sector in the tinancing of ~c1ence and technclogy 

development projects that have significant potential for 
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(d) 

adoption 

the 

of 

in-state investment 

Initiative Measure 

SB 0242/02 

fund cceated through 

No. 95 by t.t"':e voters of 

Montana in 1982 is the appropriate source fer providing 

financing programs for the development of new and expanding 

businesses in Montana; and 

(e) t"e-Setenee-and-~ee"noioqy-BeYe¼epffle~t--Board--seed 

eapita½--Bond-Aet-ee"tained-pro•i~ton9-that-were-fott"d-to-be 

~neon~t~ttttiona!-by-t"e-Mentana-s~preme-eettrt,-and-the--S¼~t 

¼eq~9iatttre--or--the--state--of--Montana--mnst--remedy-those 

de~eet~-~~retl9h-!e9is±ation~-end 

tft the Montana science and technology development 

board has demonstrated success in forging a partnership 

among the private sector, the university coramunity, and 

government, and this success should be continued through an 

ongoing legislative commitment to the board's programs. 

(3) The purposes of this chapter are to: 

(a} strengthen and diversify Montana's economy by 

establishing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a tra~sform1ng economic 

structure and to create new jobs and expand small business 

0pportunities; 

Lbl provide a funding source for the onard :~ ~a<e seed 

c~pitdl project loans; 
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(c) provide a mechanism for the board to use in making 

seed capital project loans; and 

(d) provide a mechanism and a funding source for the 

board to use in making research and development project 

loans7-the-£~ndi"g-~o~~ee--of--whi~~--wiii--~e--pro~ided--~y 

~eperat@-¼egis¼e'!ior,:. 11 

Section 5. Section 90-3-102, MCA, is amended to read: 

"90-3-102~ Definitions. As used in this chapter the 

following definitions apply: 

[l) ''Act'' means the Montan~ 5cie~ce a~d ~echnol~gy 

financing act. 

( 2) "Board" means the Montana board of science and 

technology development provided for in 2-15-1818. 

(3) "Company" means a firm, partnership, corporation, 

association, or any other entity authorized to conduct 

business in Montana. 

(4) ••convertible debenture" means a debenture 

convertible into stock under certain conditions by any 

individual or company. The debenture may not be converted by 

the board. 

( 5) "Debenture" or "note., means a 

certificate issued as evidence of debt. 

(6) ''Department• 

created in 2-15-1801. 

means the depar~ment 

writing or 

of commerce 

I 7) "Expansion capital projec:." means a science and 
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technology development project undertaken to enable a 

company to expand its manufacturing and marketing activities 

in order to move its products or services into new markets 

or to expand existing markets. 

(8) ••:nnovative technology'' means the involvement of a 

product or process that embodies the use of implements, 

machinery, equipment, chemical formulations, resources, 

materials, methods, or other items in a manner that departs 

from previous commercial developments, practices, or 

applicatio:1s. 

(9) "Matching funds" means the funds received in cash 

by the science and technology development project loan 

recipient from nonstate-appropriated sources and committed 

by the loan recipient to the project in an amount that is at 

least equal to the funds loaned to the recipient by the 

board for use in the science and technology development 

project. 

(10) "Medicdl facility research and devel0pment project" 

means a research and development project designed to advance 

the development and operation of facilities that concentrate 

on fields of medical res.ear ch involving advanced technology 

applied to national medical concerns through the financing 

of personnel, equipment, and operating costs with the goal 

of es~ablishing the faci!ities as en?uring research 

or.9.anizaticn:;; in Montana. 
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t¼8tl!.!J. "Portfolio company" means a startup or 

expansion stage company that has received a seed capital 

project loan from the board. 

tHt.l._!21 "Private sector" means any entity or 

individual, not principally a part of or associated with a 

governmental unit, that is associated with or involved in 

commercial activity. 

t¼-it1.l:.ll "Research and development project" means a 

science and technology development project that falls into 

the category of research capability development, applied 

technology research, or technology transfer and assistance. 

ti3tl.!...±l "Research and development project loan" means a 

science and technology development project loan entered into 

between the board and a loan recipient for a research and 

development project. 

tHtl._l21 "Science 

means either a seed 

and technology development project'' 

capital project or research and 

development project designed to discover, develop, transfer, 

utilize, or commercialize existing or new, innovative 

technology in order to strengthen and enhance economic 

developme11t in Montana, 

fl5t1!.§.l "Science and technology development project 

loan agreement" or ''loan'' means an agreement entered into 

between the board and the lean recipient of a seed capital 

project loan or a research and development project loan 
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that: 

(a) creates a debt relationship between the parties; 

(bl provides for a financial return to the board; 

(c) provides economic development potential to the 

state; and 

{d) contains the applicable provisions and terms 

required by this chapter. 

t¼6t.1....!1.l "Seed capital project" means a. startup capital 

project or expansion capital project. 

t¼1tJ..!!U_ "Seed capital project loan" means a science and 

technology development project loan entered into oetween the 

board and a loan recipient for a seed capital project. 

ttBtil___tl "Startup capital project" means a science and 

technology develcpment project that assists a company in 

initiating commercial operations. 

tt9t(20) "State" means the state of Montana. 

ti St 1_21) "War rant" means an instrument issued by a 

corporation that gives a holder other than the board the 

right to purchase stock of a corporation either for a 

limited time or perpetually." 

Section 6. 

"90-3-301. 

matching funds. 

Section 90-3-301, MCA, is amended to read: 

Appropriation authority and funding 

(1) The board has a~thority to accept and 

~xpen~ all funds receiv~d oy 1t as gra~ts, dc~3t:ons, C:'.' 

other private 0r public i~come. These funds are scatutorily 
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appropriated as provided in 17-7-502. 

(2) The appropriations and loans made to and by the 

board are in addition to and separate from general fund 

appropriations to the university system and other state 

agencies. 

(3) A loan may not be made for a seed capital project 

for which matching funds have not been received. Matching 

funds are required prior to any expenditure of board funds 

for resea~eh-and-~eveie~ment-prejeee~-er all seed capital 

projects. The board may accept as matching funds those 

received by the loan recipient within l year prior to the 

execution of the loan agreement. The board may require 

additional matching funds, depending on the capital need and 

the degree of risk encountered in the ~e~e~ee-end-~eehfteie~y 

~eveiepmeftt seed capital project. 

{4) A loan may not be made for a research and 

development project for which matching funds have not been 

received unless the matching fund requirements are waived bv 

the board pursuant to this section. Matching funds, when 

required, must be received before expenditure of board funds 

for a research and development project loan may be made. The 

board may waive the required match for up to 25% of the 

funding for research and development project loa.ns if the 

board_ determines that the capital :-.eed and p,,.~ential 

commercialization ot the research and develo~-t~ ___ pro jec~ 
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in addition to its potential to strengthen the partnership 

between the Eublic sector and 12rivate sector, warrant the 

waiver. The board may acceEt as matchin9 funds those 

received by the loan recieient within 1 i'.ear prior to t:1.e 

execution of the loan agreement. The board may requ~re 

additional matching funds depending on the capital need i~ 

the research and development project." 

SECTION 7. SECTION 90-3-524, MCA, IS AMENDED TO READ: 

•90-3-524. Research and development project loan 

agreement specific requirements -- payback. In additio~ 

to the loan agreement provisions described in 90-3-522, a 

research and development project loan agreement must be 

structured as contracted debt with the following terms: 

(1) The agreement must include provisions calling for a 

payback of at least two times the original loan amount paid 

as a percentage of the income stream derived from the sa:e 

or other commercialization of products or processes 

developed with the board's financing. This p~rcentage ra~e 

may not exceed 5%. 

(2) The payback on a research and development proJec~ 

loan for a technology transfer and assistance project may be 

made pursuant to subsection {l) or may be realized in terffis 

of indirect benefits related to the goals and criteria of 

the program. No more than 10~ of the boJrd's annu2: 

allocation of research and development funds may be used t~r 
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technology transfer and assistance projects." 

NEW SECTION. Section 8. Intellectual property 

assessment. ':':1.e university system shall conduct an 

assessment of its intellectual property management programs 

and policies. Based on the assessment, the board of regents 

shall consider the adoption of 

property management that will 

effective method of meeting 

research and development 

a system 

provide 

payback 

project 

of intellectual 

a coordinated and 

requirements for 

loans made to 

10 organizations, individuals, and other entities within the 

11 university system. The assessment must be coordinated ~ith 

12 the Montana board of science and technology development, and 

13 a final report and recommendations must be presented to the 

14 board by January 1, 1992. 

15 NEW SECTION. Section 9. Coordination instruction. If 

16 Senate Bill No. 26 is passed and approved, if it includes a 

17 section that amends 17-6-308, and if it includes amendments 

18 that replace references to the "in-state investment fund 11 

19 with 1'permanent coal tax trust fund", then in [ section 3 of 

20 this act, amending 17-6-308(4)], the code commissioner shall 

21 make a similar change. 

22 NEW SECTION. Section 10. Sever ability. If a part of 

23 (this act] is invalid, all V3lid parts that are severable 

24 from the invalid part remdi11 111 effect. If a part of [ tr.~s 

25 act] is invalid in one or mar,"? of its applications, the part 

- l l- SB 242 

1 

2 

3 

4 

SB 0242/02 

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 11. Effective date. (This actJ is 

effective on passage and approval. 

-End-
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APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

AS lUENDED 

SENATE BILL NO. 242 

INTRODUCED BY CRIPPEN, D. BROWN, GRINDE, 

THAYER, WILLIAMS 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FUNDING FROM 

THE IN-STATE INVESTMENT FUND FOR RESEARCH AND DEVELOPMENT 

PROJECT LOANS: PROVIDING FOR MEDICAL FACILITY RESEARCH AND 

DEVELOPMENT PROJECT LOANS: REQUIRING AT LEAST THREE MEMBERS 

OF THE BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO HAVE 

KNOWLEDGE OF EARLY STAGE FINANCING OF PRIVATE BUSINESSES; 

CHANGING MATCHING FUND REQUIREMENTS FOR RESEARCH AND 

DEVELOPMENT PROJECTS: REQUIRING THE UNIVERSITY SYSTEM TO 

ASSESS INTELLECTUAL PROPERTY MANAGEMENT; AMENDING SECTIONS 

2-15-1818, 17-6-308, 17-6-310, 90-3-101, 90-3-102, ANB 

90-3-301, ANB 90-3-305, 90-3-524, AND 90-3-525, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 2-15-1818, MCA, is amended to read: 

•2-15-1818. Montana board of science and technology 

development -- allocation -- composition quasi-judicial 

powers. (1) There is a Montana board of science and 

technology development. The board is allocated to the 

department of commerce. The department shall select, 
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prescribe the duties for, and supervise staff to administer 

board activities. 

(2) The board consists of nine members appointed by the 

governor as prescribed in 2-15-124. 

(3) In making appointments to the board, the governor 

shall consider people with extensive interest and experience 

in science and technology and the application of such 

interest and experience to economic development in Montana. 

(4) The membership of the board must include: 

(a) at least ~we three members with knowledge of early 

stage financing of private businesses; 

(b) at least one member with expertise in applied 

technology development; and 

(c) at least five members from the private sector. 

(5) The board is designated a quasi-judicial board for 

purposes of 2-15-124." 

Section 2. Section 17-6-308, MCA, is amended to read: 

•11-6-308. Authorized investments. (l) Except as 

provided in subsection (4), the Montana in-state investment 

fund must be invested as authorized by rules adopted by the 

board. For purposes of this section, "investment" includes 

the guaranty of loans or bonds in consideration for a fee, 

in lieu of the actual acquisition of ~tteh the loans or 

bonds. 

(2) The board may use the in-state investment fund to 

-2- SB 242 
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guarantee loans or bonds issued under the provisions of 

17-5-1501 throug~1 17-5-1529, Title 17, chapter 5, part 16, 

or Title 90, chapter 7. Each guaranty must be given in 

consideration of a fee. The fees must be paid to the board. 

The guaranty must provide directly or by separate agreement 

that the board is fully subrogated to the rights of the 

obligee under the loan or bond. The board shall by rule 

establish the maximum ratio between guaranty funds available 

and loans or bonds to be guaranteed. The board may covenant 

in bond issues to maintain 9~eh the ratio. Unless bonds 

issued to finance a project are secured by a common capital 

reserve account and a common guaranty fund, the maximum 

amount of the guaranty authorized by this section may not 

exceed $37&&87888 $3 million with respect to the bonds or 

loans to finance the project. 

(3) The board may make loans from the in-state 

investment fund to the capital reserve account created 

pursuant to 17-5-1515 and the guaranty fund created pursuant 

to 17-5-1520 to establish balances or restore deficiencies 

therein. The board may agree in connection with the issuance 

of bonds or notes secured by such account or fund to make 

such loans. Loans must be on such terms and conditions as 

the board determines and must be repaid from revenues of the 

board realized from the exercise of its powers under 

17-5-1501 through 17-5-1529, subject to the prior pledge of 
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the revenues to the bonds and notes. 

{4) The board shall allow the Montana board of science 

and technology development provided for in 2-15-1818 to 

administer $7.5 million of the in-state investment fund for 

seed capital project loans and $5.l million of the in-state 

investment fund for research and development project loans 

pursuant only to the provisions of Title 90, chapter 3. This 

authority does not extend beyond June JO, 1994, for seed 

capital project loans and dttfte-~97-½9937 for research and 

development project loans. Until saeh-~im~-as the Montana 

board of science and technology development makes a loan 

pursuant to ~hose the provisions of Title 90, chapter 3, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201." 

NEW SECTION. Section 3. Allocation of funds. The $5.l 

million of the in-state investment fund to be used for 

research and development project loans is allocated as 

follows: 

{l) $600,000 to meet state matching fund ~equirements 

for the national science foundation awards to the center for 

interfacial microbial process engineering, PROVIDED THE LOAN 

CONTAINS THE REPAYMENT REQUIREMENTS SET FORTH IN 90-3-522 

AND 90-3-524: 

(2) $3.5 million for loans relating to but not limited 

to the centers of excellence program and the Montana 
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entrepreneurial center and to meet state matching fund 

requirements for the national science foundation's 

experimental program to stimulate competitive research; and 

(3) $1 million for medical facility research 

development project loans provided that: 

and 

(a) a loan may not be less than $200,000 or more than 

$500,000; and 

(bl a dollar-for-dollar matching 

federal or private sources is required. 

requirement from 

SECTION 4. SECTION 17-6-310, MCA, IS AMENDED TO READ: 

"17-6-310. No direct loans. (l) The state may not use 

this revenue to make direct loans. 

(2) Ne-money-ffem-the The Montana in-state investment 

fund may ~ be used by the board of investments to make 

direct loans to individual borrowers. The purchase of 

debentures issued by a capital company and loans or portions 

thereof originated by a financial institution that are sold 

to the trust are not direct loans." 

Section 5. Section 90-3-101, MCA, is amended to read: 

"90-3-101. Short title -- findings -- purpose. (l) This 

chapter may be cited as the "Montana Science and Technology 

Financing Act". 

(2) The legislature finds and declares that: 

(a) it is the policy cf the state of Montana to promote 

the health, safety, and general welfare of all the people of 
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the state; 

{b) this policy will ~e furthered through strengthening 

and diversifying the state's economy by facilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification will be 

fostered by assisting in the acceleration of development of 

technology in the state through participation with the 

private sector in the financing of science a~d technology 

development projects that have significant potential for 

commeccialization in Montana; 

{d) the in-state investment fund 

adoption of Initiative Measure No. 95 

created through 

by the voters of 

Montana in 1982 is the appropriate source for providing 

financing programs for the development of new and expanding 

businesses in Montana; and 

(e) tfte-Se¼enee-and-~eehne¼e1y-Beve¼opment--Board--Seed 

€eptta¼--Bond-Aet-eente¼ned-previsions-that-were-~ettnd-te-be 

aneonstittttienai-~y-~he-Mentana-sapreme-eettrt,-and-the--S~st 

±e~is¼atttre--0£--the--state--0£--MOfttana--mast--remedy-tftose 

de£eets-threttgft-±eqis±ation~-and 

tfit the Montana science and technology devel-:::ipment 

board has demonstrated success in forging a partnership 
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among the priv,te sector, the univecsity community, and 

government, and this success should be continued through an 

ongoing legislative commitment to the board's programs. 

{3) The purposes of this chapter are to: 

(a) strengthen and diversify Montana's economy by 

establishing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities; 

(b) provide a funding source for the board to make seed 

capital project loans; 

(C) provide a mechanism for the board to use in making 

seed capital project loans; and 

(d) provide a mechanism and a funding source for the 

board to use in making research and development project 

loans,-tfte-fttndin~-~ettre@--er--whieh--wi¼¼--be--pro~¼e~d--by 

~epare~@-leqislation." 

Section 6. Section 90-3-102, MCA, is amended to read: 

•go-3-102. Definitions. As used in this chapter the 

following definitions apply: 

( l) "Act" means the Montana science and technology 

financing act. 

( 2) 11 Board" means the Montana board of science and 

technology development provided for in 2-15-1818. 
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{ 3) 11 Company 11 means a firm, partnership, corporation, 

association, or any other entity authorized to conduct 

business in Montana. 

(4) "Convertible debenture .. means a debenture 

convertible into stock under certain conditions by any 

individual or company. The debenture may not be converted by 

the board. 

(5) "Debenture" or "note" means a writing or 

certificate issued as evidence of debt. 

(6) "Department 11 

created in 2-15-1801. 

means the department of commerce 

(7) "Expansion capital project" means a science and 

technology development project undertaken to enable a 

company to expand its manufacturing and marketing activities 

in order to move its products or services into new markets 

or to expand existing markets. 

(8) "Innovative technology'' means the involvement of a 

product or process that embodies the use of implements, 

machinery, equipment, chemical formulations, resources, 

macerigls, methods, or other items in a manner that departs 

from previous commercial developments, practices, or 

applications. 

{9) "Matching funds" means the funds received in cash 

by the science and technology development project loan 

recipient from nonstate-appropriated sources and committed 
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by the loan recipient to the project in an amount that is at 

least equal to the funds loaned to the recipient by the 

board for use in the science and technology development 

project. 

(10) "M.edical facility research and development ~ect 11 

means a research and development project designed to advance 

the development and operation of facilities that concentrate 

on fields of medical research involving advanced technology 

applied to national medical concerns through the financing 

of personnel, equipment, and operating costs with the goal 

of establishing the facilities as enduring research 

organizations in Montana. 

tl&tilll "Portfolio company 11 

expansion stage company that has 

project loan from the board. 

t¼¼tL!:.1.l_ "Private sector" 

means a 

received a 

means any 

startup or 

seed capital 

entity or 

individual, not principally a part of or associated with a 

governmental unit, that is associated with or involved in 

commercial activity. 

t±i!tl!.1.l "Research and development project" means a 

science and technology development project that falls into 

the category of research capability development, applied 

technology research, or technology transfer and assistance. 

f3:3t~ "Research and development project loan" means a 

science and technology development project loan entered into 
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between the board and a loan recipient for a research and 

development project. 

tt4t~ "Science and technology development project" 

means either a seed capital project 

development project designed to discover, 

utilize, or commercialize existing or 

technology in order to strengthen and 

development in Montana. 

or research and 

develop, transfer, 

new, innovative 

enhance economic 

t¼Stilll "Science and technology development project 

loan agreement" or "loan" means an agreement entered into 

between the board and the loan recipient of a seed capital 

project loan or a research and development project loan 

that: 

(d) 

(b) 

(Cl 

creates a debt relationship between the parties; 

provides for a financial return to the board; 

provides economic development potential to the 

:5tate; and 

(d) contains the applicable provis:ons 

required by this chapter. 

and terms 

t-i::O't.G_Z_l "Seed capital project" means a startup capital 

project or expansion capital project. 

t-l=tt~ "Seed capital project loan" means a science and 

technology development project loan entered into between the 

o~arJ and a lo~n recipient for a seed capi~al project. 

ti:Stl..!2.1 "Startup capital project" mear.s a science and 
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technology development project that assists a company in 

initiating comme~cial operations. 

t-t9tl1.Ql "State" means the state of Montana. 

t~8t.12.!.l 11 Warrant" means an instrument issued by a 

corporation that gives a holder other than the board the 

right to purchase stock of a corporation either for a 

limited time or perpetually." 

Section 7. Section 90-3-301, MCA, is amended to read: 

•go-3-301. Appropriation authority and funding 

matching funds. (l) The board has authori::i -::0 accept and 

expend all funds received by it as grants, donations, or 

other private or public income. These funds are statutorily 

appropriated as provided in 17-7-502. 

{2) The appropriations and loans made to and by the 

board are in addition to and separate from general fund 

appropriations to the university system and other state 

agencies. 

(3) A loan may not be made for a seed capital project 

for which matching funds have not been received. Matching 

funds are required prior to any expenditure of board funds 

for ~esea~eh-and-deveiopmen~-projee~s-or all seed capital 

projects. The board may accept as matching funds those 

received by the loan recipient within 1 year prior to the 

execution of the loan agreement. The board may require 

additional matching fundsr depending on the capital need and 
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the degree of risk encountered in the seienee-and-teehne¼o~y 

de•elopmen~ seed capital project. 

(4} A loan may not be made for a research and 

development project for which matching funds have not been 

received unless the matching fund requirements are waived by 

the board pursuant to this section. Matching funds, when 

required, must be received before expenditure of board funds 

for a research and development project loan may be made. The 

board may waive the required match for up to 25\ cf the 

funding for research and development project loans if the 

board determines that the capital need and potential 

commercialization of the research and development project, 

in addition to its potential to strengthen the partnership 

between the public sector and private sector, warrant the 

waiver. The board may accept as matching funds those 

received by the loan recipient within 1 year prior to the 

execution of the loan agreement. The board may require 

additional matching funds depending on the capital need in 

the research and development project." 

SECTION 8. SECTION 90-3-305, MCA, IS AMENDED TO READ: 

•90-3-305. Science and technology developnent account. 

(1) There 

within the 

17-2-102. 

is a science and technology development account 

state special revenue fund established in 

(2) There must be paid into the science and technology 
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development account: 

(a) the payback of principal and earn\ngs on a research 

and development project loan, made from a source other than 

the Montana in-state investment fund, executed under this 

chapter; and 

(b) all payback of principal and earnings to the board 

from any agreements executed by the board between July 1, 

1985, and March 31, 1989. 11 

SECTION 9. SECTION 90-3-524,_MCA, IS AMENDED TO READ: 

~go-J-524. Research and develo~nt project loan 

agreement -- specific requirements -- payback. In addition 

to the loan agreement provisions described in 90-3-522, a 

research and development project loan agreement must be 

structured as contracted debt with the following terms: 

(1) The agreement must include provisions calling for a 

payback of at least two times the original loan amount paid 

as a percentage of the income stream derived from the sale 

or other commercialization of products or processes 

developed with the board's financing. This percentage rate 

may not exceed 5\. 

(2) The payback on a research and development project 

loan for a technology transfer and assistance project may be 

made pursuant to subsection (1) or may be realized in terms 

of indirect benefits related to the goals and criteria of 

the program. No more than 10% of the board's annual 
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allocation of research and development funds may be used for 

technology transfer and assistance projects.'' 

SECTION 10. SECTION 90-3-525, HCA, IS AMENDED TO READ: 

"90-3-525. Deposit of payback seed capita1 and 

research and development project loans. (1) The payback of 

principal and earnings on a seed capital project loan 

executed under this chapter or on a research and development 

project loan from the Montana in-state investment fund must 

be administered pursuant to section 17-6-306. 

{21 The payback of principal and earnings on a research 

and development project loan from a source other than the 

Montana in-state investment fund must be deposited ~o the 

state special revenue fund to the credit of the science and 

technology development account created in 90-3-305. 

(3) All paybacks of principal and earnings to the board 

from any agreements executed by the board between July l, 

1985, and March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

technology development account created in 90-3-305 for use 

by the board. The paybacks include all those received after 

January 1, 1989." 

NEW SECTION. Section 11. Intellectual property 

assessment. The university system shall conduct an 

assessment of its intellectual property management programs 

and policies. Based on the assessment, the board of regents 
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1 shall consider the adoption of a system of intellectual 

2 

3 

4 

property management that will provide 

effective method of meeting payback 

research and development project 

a coordinated 

requirements 

loans made 

and 

for 

to 

5 crgar.izations, individuals, and other entities within the 

6 university system. The assessment must be coordinated with 

7 the Montana board of science and technology development, and 

8 a final report and recommendations must be presented LO the 

9 board by January 1, 1992. 

10 NEW SECTION. Section 12. Coordination instruction. If 

11 Senate Bill No. 26 is passed and approved, if it includes a 

12 section that amends 17-6-308, and if it includes amendments 

13 that replace references to the 11 in-state investment fund" 

14 with "permanent coal tax trust fund", then in [!le~t:1:'on-3--0£ 

15 this act,-amend~ng-±~-6-399t4tl, the code commissioner shall 

16 make a similar e~an~~ CHANGES. 

17 NEW SECTION. Section 13. Severability. If a part of 

18 [this act) is invalid, all valid parts that are severable 

19 from the invalid part remain in effect. If a part of [this 

20 act] is invalid in one or more of its applications, the part 

21 remains in effect in all valid applications that are 

22 severable from the invalid applications. 

23 NEW SECTION. Section 14. Effective date. [This act I is 

24 effective on passage and approval. 

-End-
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APPROVED BY COMM. ON 
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AS A!£NDED 

SENATE BILL NO. 242 

INTRODUCED BY CRIPPEN, D. BROWN, GRINDE, 

THAYER, WILLIAMS 

BY REQUEST OF TRE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FUNDING FROM 

THE IN-STATE INVESTMENT FUND FOR RESEARCR AND DEVELOPMENT 

PROJECT LOANS: PROVIDING FOR MEDICAL FACILITY RESEARCH AND 

DEVELOPMENT PROJECT LOANS: REQUIRING AT LEAST THREE MEMBERS 

OF THE BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO HAVE 

KNOWLEDGE OF EARLY STAGE FINANCING OF PRIVATE BUSINESSES; 

CRANGING MATCHING FUND REQUIREMENTS FOR RESEARCH AND 

DEVELOPMENT PROJECTS; REQUIRING THE UNIVERSITY SYSTEM TO 

ASSESS INTELLECTUAL PROPERTY MANAGEMENT: AMENDING SECTIONS 

2-15-181B, 17-6-308, 17-6-310_,. 90-3-101, 90-3-102, ANB 

90-3-301, A!IB 90-3-305, 90-3-524, AND 90-3~525, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 2-15-1818, MCA, is amended to read: 

n2-15-1818. Montana board of science and technology 

development -- allocation -- composition quasi-judicial 

powers. (1) There is a Montana board of science and 

technology development. The board is dllocated tu the 

department of commerce. The department shall select, 
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prescribe the duties for, and supervise staff to administer 

board activities. 

(2) The board consists of nine members appointed by the 

governor as prescribed in 2-15-124. 

(3) In making appointments to the board, the governor 

shall consider people with extensive interest and experience 

in science and technology and the application of such 

interest and experience to economic development in Montana. 

(4) The membership of the board must include: 

\a) at least ~wo ~ members with knowledge of early 

stage financing of private businesses; 

(b) at least one member with expertise in applied 

technology development; and 

(c) at least five members from the private sector. 

(5) The board is designated a quasi-judicial board for 

purposes of 2-15-124." 

Section 2. Section 17-6-308, MCA, is amended to read: 

"17-6-308. Authorized investments. ( 1) Except as 

provided in subsection (4), the Montana in-state investment 

fund must be invested as authorized by rules adopted by the 

board. For purposes of this section, ''investment'' includes 

the guaranty of loans or bonds in consideration for a fee, 

in lieu of the actual acquisition of ~~en the loans or 

b011ds. 

t2} The board may use the in-state investment fund co 
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guarantee loans or bonds issued under the provisions of 

17-5-1501 through 17-5-1529, Title 17, chapter 5, part 16, 

or Title 90, chapter 7. Each guaranty must be given in 

consideration of a fee. The fees must be paid to the board. 

The guaranty must provide directly or Oy separate agreement 

that the board is fully subrogated to the rights of the 

obligee under the loan or bond. The board shall by rule 

establish the maximum ratio between guaranty funds available 

and loans or bonds to be guaranteed. The board may covenant 

in bond issues to maintain ~tteh ~ratio.Unless bonds 

issued to finance a project are secured by a common capital 

reserve account and a common guaranty fund, the maximum 

amount of the guaranty authorized by this section may not 

exceed $~,eee,e&e $3 million with respect to the bonds or 

loans to finance the project. 

(3) The board may make loans from 

investment fund to the capital reserve 

the in-state 

account created 

pursuant to 17-5-1515 and the guaranty fund created pursuant 

to 17-5-1520 to establish balances or restore deficiencies 

therein. The board may agree in connection with the issuance 

of bonds or notes secured by such account or fund to make 

such loans. Loans must be on such terms and conditions as 

the board determines and must be repaid from revenues of the 

beard realized frcm the execcise of its power~ Linder 

1;-s-1501 through 17-5-1529, ~ubject tc ~he priJr pledge of 

-3- SB 242 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

]5 

SB 0242/04 

the revenues to the bonds and notes. 

(4) The board shall allow the Montana boacd of science 

and technology development provided for in 2-15-1818 to 

administer $7.5 million of the in-state investment fund for 

seed capital project loans and $5.l million of the in-state 

investment fund for research and development project loans 

pursuant only to the provisions of Title 90, chapter 3. This 

authority does not extend beyond June 30, 1994, for seed 

capital project loans and attne-36,-¼9937 for research and 

development project loans. Until ette~-~±me-ss the Montana 

board of science and technology development makes a loan 

pursuant to ~hese the provisions of Title 90, chapter 3, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201." 

NEW SECTION. Section 3. Allocation of funds. -Tne 

PROVIDED THE LOANS CONTAIN THE REPAYMENT REQUIREMENTS SET 

FORTH IN 90-3-522 AND 90-3-524, THE $5.l million of the 

in-state investment fund to be used for ~esearch and 

development project loans is allocated as follows: 

(1) $600,000 to meet state matching fund requirements 

for the national science foundation awards to the center for 

interfacial microbial process engineering7-PR8YfBE9-~HB-b8AH 

e8NTAfNS-~HE-REPA~MENT-REe8fREMENTS-SET--P8RTH--£N--98-3-5rr 

ANB-98-,-5r4; 

(2) $3.5 ~illion for loans relating to but not limited 
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to the centers of excellence program and the Montana 

entrepreneurial center and to meet state matching fund 

requirements for the national science foundation 1 s 

experimental program to stimulate competitive research; and 

(3} $1 million for medical facility research and 

development project loans provided that: 

(a) a loan may not be less than $200,000 or more than 

$500,000; and 

{bl a dollar-for-dollar matching requirement from 

federal or private sources is required. 

SECTION 4. SECTION 17-6-31.!!.L._ MCA, IS AMENDED TO READ: 

•11-6-310. No direct loans. {l) The state may not use 

this revenue to make direct loans. 

(2} Ne--meftey--Erom-ehe The Montana in-state investment 

fund may not be used by the board of investments to make 

direct loans to individual borrowers. The purchase of 

debentures issued by a capital company and loans or portions 

thereof originated by a financial institution that are sold 

to the trust are not direct loans. 11 

Section 5. Section 90-3-101, MCA, is amended to read: 

"90-3-lOlw Short title -- findings -- purpose. (1) This 

chapter may be cited as the "Montana Science and Technology 

Financing Act". 

(2) The legislature finds and declares that: 

{a) it is the policy of the state of Montana to promote 
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the health, safety, and general welfare of all the people of 

the state; 

(b) this policy will be furthered through strengthening 

and diversifying the state's economy by facilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

{c) this strengthening and diversification will be 

fostered by assisting in the acceleration of development of 

technology in the state through participation with the 

private sector in the financing of science and technology 

development projects that have significant potential for 

commercialization in Montana; 

{d) the in-state investment 

adoption of Initiative Measure No. 

fund 

95 by 

created through 

the voters of 

Montana in 1982 is the appropriate source for providing 

financing programs for the development of new and expanding 

businesses in Montana; and 

(e) ~~e--Se±ene~--ene-~~eh~oiogy-Beveiopment-BoarC-Seed 

€apitai-Bond-Act-eo~te±ned-pre~±~±on~-tkat-were-fotlnd-to--be 

tt~eon~e±ttt~±onai--ey-t~e-Montane-~tt~reme-eottrt,-end-the-5i~t 

l~g~~lattt~e·-~t--t~e--~ta~e--0£--Montene--m~st--~eme~y--tne~e 

defeet~-~hr~tt~~-i~~~~i~tion7-en~ 

tit the Mcntdna science and technology development 
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board has demonstrated success in forging a partnership 

among the private sector, the university community, and 

government, and this success should be continued through an 

~ngoing legislative commitment to the board's programs. 

(3) The purposes of this chapter are to: 

{a) strengthen and diversify Montana's economy by 

establishing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities; 

(b) provide a funding source for the board to make seed 

capital project loans; 

(c) provide a mechanism for the board to use in making 

seed capital project loans: and 

(d) provide a mechanism and a funding source for the 

board to use in making research and development project 

loans,--~h~--ftt~d'tn9--sott~e@--of--wh±eh--w±ii-be-provided-by 

~epara~e-i@~"!:5-i-at-'tert." 

Section 6. Section 90-3-102, MCA, is amended to read: 

•90-3-102. Definitions. As used in this chapter the 

following definitions apply: 

( l) "Act·• means the Montana science and technology 

Einancir:g act. 

( 2) ''Board'' means the Montana board of science and 
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technology development provided for in 2-15-1818. 

(3) "Company" means a firm, partnership, corporation, 

association, or any other entity authorized to conduct 

business in Montana. 

(4) ''Convertible debenture" means a debenture 

convertible inco stock under certain conditions by any 

individual or company. The debenture may not be converted by 

the board. 

( 5) "Debent:ure" or "note" means a 

certificate issued as evidence of debt. 

(6) "Department" 

created in 2-15-1801. 

means the department of 

writing or 

commerce 

(7) "Expansion capital project" means a science and 

technology development project undertaken to enable a 

company to expand its manufacturing and marketing activities 

in order to move its products or services into new markets 

or to expand existing markets. 

18) "Innovative technology" means the involvement of a 

that embodies the use of implements, product or 

machinery, 

process 

equipment, chemical formulations, resources, 

materials, methods, or other items in a manner that depa.rts 

from previous commercial 

applications. 

developments, practices, or 

( 9) "~atching funds" means t.he- funds reeri•~d in cash 

by the science and tec-hnology development pr-oj.ect loan 
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recipient from nonstate-appropriated sources and committed 

by the loan recipient to the project in an amount that is at 

least equal to the funds loaned to the recipient by the 

board for use in the science and technology development 

project. 

(10) "Medical facility research and development project 11 

means a research and development project designed to advance 

the development and operation of facilities that concentrate 

on fields of medical research involving advanced technology 

applied to national medical concerns through the financing 

of personnel, equipment, and operating costs with the goal 

of establishing the facilities as enduring research 

orsanizations in Montana. 

tl9t.l..!!.l "Portfolio company" means a startup or 

expansion stage company that has received a seed capital 

project loan from the board. 

t¼¼t_!_!.11 11 Private sector" means any entity or 

individual, not principally a part of or associated with a 

governmental unit, that is associated with or involved in 

commercial activity. 

t¼Xtilll "Research and development project" means a 

science and technology development project that falls into 

the category of research capability development, applied 

technology research, or technology transfer and assi~tance. 

t¼-3til..!l "Research and development project loan" means a 
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science and technology development project loan entered into 

between the board and a loan recipient for a research and 

development project. 

tr4t(l5) "Science and technology development project" 

means either a seed capital project or research and 

development project designed to discover, develop, transfer, 

utilize, or commercialize existing or new, innovative 

technology in order to strengthen and enhance economic 

development in Montana. 

t¼5t1.ill ltScience and technology development project 

loan agreement 0 or "loan" means an agreement entered into 

between the board and the loan recipient of a seed capital 

project loan or a research and development project loan 

that: 

(a) creates a debt relationship between the parties; 

(b) provides for a financial return to the board; 

{C) provides economic development potential to the 

state; and 

{d) contains the applicable provisions and terms 

required by this chapter. 

ti6tl.!:.l.l "Seed capital project 11 means a startup capital 

project or expansion capital project. 

t:l:Tt.!...!.!!l "Seed capital project loan" means a science and 

tech1,ology rievelcpment project loan entered into between the 

boJrd and a loan recipient for a seed capital project. 
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t¼8tilll "Startup capital project" means a science and 

technology development project that assists a company in 

initiating commercial operations. 

t¼9t.!.l.Ql "State" means the state of Montana. 

t~etl1!.l_ "Warrant" means an instrument issued by a 

corporation that gives a holder other than the board the 

right to purchase stock of a corporation either for a 

1 imi ted time or perpetually. 11 

Section 7. Section 90-3-301, MCA, is amended to read: 

"90-3-301. Appropriation authority and funding 

matching funds. (1) The board has authority to accept and 

expend all funds received by it as grants, donations, or 

other private or public income. These funds are statutorily 

appropriated as provided in 17-7-502. 

(2) The appropriations and loans made to and by the 

board are in addition to and separate from general fund 

appropriations to the university system and other state 

agencies. 

(3) A loan may not be made for a seed capital project 

for which matching funds have not been received. Matching 

funds are required prior to any expenditure of board funds 

for researeh--and--deve¼epmen~-pre;eet~-er all seed capital 

projects. The board may accept as matching funds those 

received by the loan recipient within 1 y~2r pri~r t~ the 

execution of the loan agreement. The board may require 
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additional matching funds, depending on the capital need and 

the degree of risk encountered in the se¼enee-aftft-~eeftfte¼e~y 

de•eiopmen~ seed capital project. 

(4) A loan may not be made for a research and 

development project for which matching funds have not been 

received unless the matching fund requirements are waived by 

the board pursuant to this section. Matching funds, when 

required, must be received before expenditure of board funds 

for a research and development project loan may be made. The 

board may waive the required match for up to 251 of the 

funding for research and development project loans if the 

board determines that the capital need and potential 

commercialization of the research and development project, 

in addition to its potential to strengthen the partnership 

between the public sector and private sector, warrant the 

waiver. The board may accept as matching funds those 

received by the loan recipient within l year prior to the 

execution of the loan agreement. The board may require 

additional matching funds depending on the capital need in 

the research and development project." 

SECTION 8. SECTION 90-3-305, MCA, IS AMENDED TO READ: 

"90-3-305. Science and technology development account. 

(1) There is a science and technology development account 

within the state special revenue fund established in 

17-2-102. 
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(2) There must be paid into the science and technology 

development account: 

(a) the payback of principal and earnings on a research 

and development project loan, made from a source other than 

the Montana in-state investment fund, executed under this 

chapter; and 

{b) all payback of principal and earnings to the board 

from any agreements executed by the board between July 1, 

1985, and March 31, 1989.'' 

SECTION 9. SECTION 90-3-524_,_M_CA, IS AMENDED TO READ: 

"90-3-524. Research and development project loan 

agreement -- specific requirements -- payback. In addition 

to the loan agreement provisions described in 90-3-522, a 

research and development project loan agreement must be 

structured as contracted debt with the following terms: 

(l) The agreement must include provisions calling for a 

payback of at least two times the original loan amount paid 

as a percentage of the income stream derived from the sale 

or other commercialization of products or processes 

developed with the board's financing. This percentage rate 

may not exceed 5%. 

(2) The payback on a research and development proJect 

loan for a technology transfer and assistance project may be 

made pursuant to subsection {l) or may be realized in terms 

of indirect benefits related to the goals and criteria of 
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the program. No more than 10% of the board's annual 

allocation of research and development funds may be used for 

technology transfer and assistance projects. THE PAYBACK ON 

A RESEARCH AND DEVELOPMENT PROJECT LOAN FOR A TECHNOLOGY 

TRANSFER AND ASSISTANCE PROJECT MADE FROM THE IN-STATE 

INVESTMENT FUND MAY NOT BE REPAID IN TERMS OF INDIRECT 

BENEFITS." 

SECTION 10. SECTION 90-3-525, MCA, IS AMENDED TO READ: 

"90-3-525. Deposit of payback seed capital and 

research and development project loans. (1) The payback of 

principal and earnings on a seed capital project loan 

executed under this chapter or on a research and development 

project loan from the Montana in-state investment fund must 

be administered pursuant to section 17-6-306. 

(2) The payback of principal and earnings on a research 

and development project loan from a source other than the 

Montana in-state ~nvestment fund must be deposited to the 

state special revenue fund to the credit of the science and 

technology development account created in 90-3-305. 

(3) All paybacks of principal and earnings to the board 

from any agreements executed by the board between July 1, 

1985, and March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

tectin .... ~logy devel0pment account created in 90-3-305 Eor: use 

by the board. The paybacks include all those received after 
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assessaent. The university 

Intellectual 

system shall 

SB 0242/04 

property 

conduct an 

assessment of its intellectual property management programs 

and policies. Based on the assessment, the board of regents 

shall consider the adoption of a system of intellectual 

property management that will provide a coordinated and 

effective method of meeting payback requirements for 

research and development project loans 

organizations, individuals, and other entities 

made 

within 

to 

the 

11 university system. The assessment must be coordinated with 

12 the Montana board of science and technology development, and 

13 a final report and recommendations must be presented to the 

14 board by January 1, 1992. 

15 NEW SECTION. Section 12. Coordination instruction. If 

16 Senate Bill No. 26 is passed and approved, if it includes a 

17 section that amends 17-6-308, and if it includes amendments 

18 that replace references to the "in-state investment fund" 

19 with "permanent coal tax trust fund", then in [see~¼en-3--e-f 

20 this actr-ttPNft9ing-¼~-6-388t4tJ, the code commissioner shall 

21 make a similar eflan9e CHANGES. 

22 NEW SECTION. Section 13. Severability. If d part of 

23 [this act] is invalid, all valid parts that are severable 

24 from the invglid part remain in effect. If a part of [this 

25 act} is invalid in one or more of its applications, the part 
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remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 14. Effective date. [This act] is 

effective on passage and approval. 

-End-
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SENATE BILL NO. 242 

INTRODUCED BY CRIPPEN, D. BROWN, GRINDE, 

THAYER, WILLIAMS 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FUNDING FROM 

THE IN-STATE INVESTMENT FUND FOR RESEARCH AND DEVELOPMENT 

PROJECT LOANS; PROVIDING FOR MEDICAL FACILITY RESEARCH AND 

DEVELOPMENT PROJECT LOANS; REQUIRING AT LEAST THREE MEMBERS 

OF THE BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO HAVE 

KNOWLEDGE OF EARLY STAGE FINANCING OF PRIVATE BUSINESSES; 

CHANGING MATCHING FUND REQUIREMENTS FOR RESEARCH AND 

DEVELOPMENT PROJECTS, REQUIRING THE UNIVERSITY SYSTEM TO 

ASSESS INTELLECTUAL PROPERTY MANAGEMENT; AMENDING SECTIONS 

2-15-1818, 17-6-308, 17-6-310, 90-3-101, 90-3-102, ANB 

90-3-301, ~ 90-3-305, 90-3-524, AND 90-3=525, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 2-15-1818, MCA, is amended to read: 

"2-15-1818. Montana board of science and technology 

development -- allocation -- composition -- quasi-judicial 

powers. (1) There is a Montana board of science and 

technology develcpment. The board is allocated to the 

department of commerce. The department shall select, 

~ ............. ,.""°' 
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prescribe the duties for, and supervise staff to administer 

board activities. 

(2) The board consists of nine members appointed by the 

governor as prescribed in 2-15-124. 

(3} In making appointments to the board, the governor 

shall consider people with extensive interest and experience 

in science and technology and the application of such 

interest and experience to economic development in Montana. 

(4) The membership of the board must include: 

(a) at least ~we three members with knowledge of early 

stage financing of private businesses; 

{b) at least one member with expertise in applied 

technology development; and 

{c) at least five members from the private sector. 

(5) The board is designated a quasi-judicial board for 

purposes of 2-15-124."' 

Section 2. Section 17-6-308, MCA, is amended to read: 

•11-6-308. Authorized investments~ ( 1) Except as 

provided in subsection (4), the Montana in-state investment 

fund must be invested as authorized by rules adopted by the 

board. For purposes of this section, "investment" includes 

the guaranty of loans or bonds in consideration for a fee, 

in lieu of the actual acquisition of ~tteh the loans or 

bonds. 

(2) The board may use the in-state investment fund to 

-2- SB 242 
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guarantee loans or bonds issued under the provisions of 

17-5-1501 through 17-5-1529, Title 17, chapter 5, part 16, 

or Title 90, chapter 7. Each guaranty must be given in 

consid·eration of a fee. The fees must be paid to the board. 

The guaranty must provide directly or by separate agreement 

that the bo~rd is fully subrogated to the rights of the 

obligee under the· loan or bond. The board shall by rule 

establish the maximum ratio between guaranty funds available 

and loans or bonds to be g.uaranteed. The board may covenant 

in bond issues to maintain !!ttteh the ratio. Unless bonds 

issued to finance a project are secured by a common capital 

reserve account and a common guaranty fund, the maximum 

amount of the guaranty authorized by this section may not 

exceed $378&87&8& $3 million with respect to the bonds or 

loa·ns to fina-nce the p·roject. 

{3) The board may make loans from the in-state 

investment fund to the capital rese-rve account created 

pursuant to 17-5-1515 and the guaranty fund created pursuant 

to 17-5-1520 to establish balances or restore deficiencies 

therein. The board may agree in connection with the issuance 

of bonds or notes secured by such account or fund to make 

such loans. Loans must be on such terms and conditions as 

the board d~termines and must b@ rep,iiid from revenues of the 

board realized from the exercis.e- of 1-ts powers under 

17-5-1501 tttrough 17-5-152"9, subject to th-e prior pledqe of 
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the revenues to the bonds and notes. 

(4) The board shall allow the Montana ~rd of science 

and technology development provided for in 2-15-1818 to 

administer S7.5 million of the in-state investment fund for 

seed capital project loans and $5.1 million of the in-state 

investment fund for cesearch and development project loans 

pursuant only to the provisions· of Title 90, chapter J. This 

authority does not extend beyond June JO, 1994, for seed 

capital project loans and ~tttte-3&y-¼993T for research and 

development project loans. Until Mteft-ei-111&-as. the Montana 

board of science and technology development makes a loan 

pursuant to thos• the provisions of Title 90, chapter 3, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201." 

NEW SECTIO!f. Sections. Allocatiol\ of funds. -TIie 

PROVIDED THE LOANS CONTAIN TUE REPA~MENT REQUIRe,tENTS SET 

PORTH IN 90-3-522 AND 90-3-524, Tile $5 .1 mi 11 ion of the 

in-state inves-tment fu,nd to be used for research and 

development project loans is- allocat;~ aa follows: 

(1) $6011-,000 to mee~ s-tate -tching fu,1d requir-ts 

foe th-e national science f~ndation: award$ to th.ft. cef!;.teJ' for 

l nterfa<= ial microl>ial pEO- engl-r i n9,-11MY¼ffB-~Jri,IUIN 

eett'PM11$-'l'R&-(H!P~~1111Mli!H!l'ff ~ .-:---UIT -..11~ l.-5 iii! 

-~-3-'>r+; 

Ii l $.3. 5 m-i.11 i.on. fo, 104.Jl.li re-la.ting. to bu.t l\<;>t 1 imi.ted 
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to the centers of excellence program and the Montana 

entrepreneurial center and to meet state matching fund 

requirements for the national science foundation's 

experimental program to stimulate competitive research; and 

(3) $1 million for medical facility research and 

development project loans provided that~ 

(a) a loan may not be less than $200,000 or more than 

$500,000; and 

( b) a dollar-for-dollar matching requirement from 

federal or private sources is required. 

SECTION 4. SECTION 17-6-310, MCA, IS AMENDED TO READ: 

w17-6-310. No direct loans. (1) The state may not use 

this revenue to make direct loans. 

(2) Ne--meftey--Erom-Che The Montana in-state investment 

fund may~ be used by the board of investments to make 

direct loans to individual borrowers. The purchase of 

debentures issued by a capital company and loans or portions 

thereof originated by a financial institution that are sold 

to the trust are not direct loans." 

Section 5. Section 90-J-101, MCA, is amended to read: 

"90-3-101. Short title -- findings -- purpose. (l) This 

chapter may be cited as the "Montana Science and Technology 

Financing Act". 

(2) The legislature finds and declares that: 

(al it is the policy of the state of Montana to promote 
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the health, safety, and general welfare of all the people of 

the state; 

(b) this policy will be furthered through strengthening 

and diversifying the state's economy by facilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification will be 

fostered by assisting in the acceleration of development of 

technology in the state through participation with the 

private sector in the financing of science and technology 

development projects that have significant potential for 

commercialization in Montana; 

(d) the in-state investment 

adoption of Initiative Measure No. 

fund created through 

95 by ~he vQters of 

Montana in 1982 is the appropriate source for prQviding 

financing programs for the development of new and eKpanding 

businesses in Montana: and 

le) the--Seienee--and-~eehne¼e~y-B~•e¼epffleftt-Beard-Seed 

€epi~a!-B~nft-Aet-eentained-p~eYi~ion9-~fta~-were-fottnd-to--be 

~neen9tittttional--by-the-Montana-s~preme-eettrt,-an~-t~e-S¼~t 

¼e9is%et~re-ef--t"~--~tate--ef--Montane--mtt~t--~emedy--t"e9e 

defe~t~-~h~ett~~-l~~i9!atien~-and 

tit the ~ont..1na science and technology development 
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board has demonstrated success in forging a partnership 

among the private sector, the university community, and 

government, and this success should be continued through an 

ongoing legislative commitment to the board's programs. 

(3) The purposes of this chapter are to: 

(a) strengthen and diversify Montana's economy by 

establishing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities: 

{bl provide a funding source for the board to make seed 

capital project loans; 

(c) provide a mechanism for the board to use in making 

seed capital project loans; and 

(d) provide a mechanism and a funding source for the 

board to use in making research and development project 

loans,--t-he--£ttftd±n9--sottree--eE--w~±eh--w¼¼¼-be-prev¼ded-by 

~epere:te-¼:eq-i-s¼et-'t'en. '' 

Section 6. Section 90-3-102, MCA, is amended to read: 

•90-3-102. Definitions. As used in this chapter the 

following definitions apply: 

(1) "Act" means the Montana science and technology 

financing a<.:t. 

( 2) ''Board" means the Montana board of science and 
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technology development provided for in 2-15-1818. 

(3) "Company" means a firm, partnership, corporation,. 

association, or any other entity authorized to conduct 

business in Montana. 

(4} ~convertible debenture" means a debenture 

convertible into stock under certain conditions by any 

individual or company. The debenture may not be converted by 

the board. 

( 5) ''Debenture 11 or "note" means a 

certificate issued as evidence of debt. 

{6) "Department" means the department of 

created in 2-15-1801. 

writing or 

commerce 

(7) "Expansion capital project 11 means a science and 

technology development project undertaken to enable a 

company to expand its manufacturing and marketing activities 

in order to move its products or services lnto new ~arkets 

or to expand existing markets. 

t8I "Innovative technology" means the involvement of a 

product or process that embodies the use of implements, 

machinery, equipment, chemical formulations, resources, 

materials, methods, or other items in a manner that departs 

from previous commercial 

applications. 

developments, practices, or 

l 9 l ''Matching funds'' means the funds received in cash 

by the science and technology development project loan 
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recipient from nonstate-appropriated sources and committed 

by the loan recipient to the project in an amount that is at 

least equal to the funds loaned to the recipient by the 

board for use in the science and technology development 

project. 

( 10) ,.Medical facility research and development project" 

means a research and development project designed to advance 

the development and operation of facilities that concentrate 

on fields of medical research involving advanced technology 

applied to national medical concerns through the financing 

of personnel, equipment, and operating costs with the goal 

of establishing the facilities as enduring research 

organizations in Montana. 

t¼9t!.!!l "Portfolio company 11 means a startup or 

expansion stage company that has received a seed capital 

project loan from the board. 

tHtiill "Private sector" means any entity or 

individual, not principally a part of or associated with a 

governmental unit, that is associated with 

commercial activity. 

or involved in 

ttiti.!...!l 11 Research and development project" means a 

science and technology development project that falls into 

the category of research capability development, applied 

technology research, or technology transfer and assistance. 

ti3t1.!!l "Research and development project loan'' means a 
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science and technology development project loan entered into 

between the board and a loan recipient for a research and 

development project. 

t%4t1J:...i1. "Science and technology development project" 

means either a seed capital project or research and 

development project designed to discover, develop, transfer, 

utilize, or commercialize existing 

technology in order to strengthen 

development in Montana. 

or 

and 

new, innovative 

enhance economic 

f½5tll!l "Science and technology development project 

loan agreement" or "loan" means an agreement entered into 

between the board and the loan recipient of a seed capital 

project loan or a research and development project loan 

that: 

(a) creates a debt relationship between the parties; 

(b) provides for a financial return to the board: 

(c) provides economic development potent1al t~ the 

state; and 

(d) contains the 

required by this chapter. 

applicable prov1s.1.ons and terms 

tY6t1!11 "Seed capital project" means a startup capital 

project or expansion capital project. 

tTT't(18) "Seed cJ.pital project loan" means a science and 

technology d@velopment project loan entered into between the 

board and d loan recipient for a seed capital project. 
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f¼8til!l 11 Startup capital project" means a science and 

technology development project that assists a company in 

initiating commercial operations. 

f¼9tiIQJ. "State" means the state of Montana. 

ti8til!l "Warrant" means an instrument issued by a 

corporation that gives a holder other than the board the 

right to purchase stock of a corporation either for a 

limited time or perpetually." 

Section 7. Section 90-3-301, MCA, is amended to read: 

"90-3-301. Appropriation authority and funding 

-tching funds. (11 The board has authority to accept and 

expend all funds received by it'as grants, donations, or 

other private or public income. These funds are statutorily 

appropriated as provided in 17-7-502. 

(2) The appropriations and loans made to and by the 

board are in addition to and separate from general fund 

appropriations to the university system and other state 

agencies. 

(3) A loan may not be made for a seed capital project 

for which matching funds have not been received. ~atching 

funds are required prior to any expenditure of board funds 

for re•eareft--&ftd--e~~e¼epmen~-pre;ee~s-er all seed capital 

projects. The board may accept as matching funds those 

received by the loan recipient within 1 year prior to the 

execution of the loan agreement. The board may require 
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additional matching funds, depending on the capital need and 

the degree of risk encountered in the seienee-anS-~eeftne¼ec,y 

deve¼eprnent seed capital project. 

ill A loan maz not be made for a research and 

development project for which matching funds have not been 

received unless the matching fund requirements are waived by 

the board pursuant to this section. Matching funds, when 

required, must be received before expenditure of board funds 

for a research and development project loan may be made. The 

board may waive the required 111atch for up to 25\ of the 

funding for research and development project loans if the 

board determines that the capital need and potential 

commercialization of the research and development project, 

in addition to its potential to strengthen the partnership 

between the public sector and private sector, warrant the 

waiver. The board may accept as matching funds those 

received by the loan recipient within 1 year prior to the 

execution of the loan agreement. The board may require 

additidnal matching funds depending on the capital need in 

the research and development project." 

SECTION 8. SECTION 90-3-305,_MCA, IS AMENDED TO READ: 

•90-3-305. Science and technology development account. 

(1) There is a science and technology development account 

within the state special revenue fund established in 

17-2-102. 
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(2) There must be paid into the science and technology 

development account: 

(a) the payback of principal and earnings on a research 

and development project loan, made from a source other than 

the Montana in-state investment fund, executed under this 

chapter; and 

(b) all payback of principal and earnings to the board 

from any agreements executed by the board between July 1, 

1985, and March 31, 1989.tt 

SECTION 9. SECTION 90-3-524,_ MCA, IS AMENDED TO READ: 

"90-3-524. Research and development project loan 

agreeaent -- specific requirements -- payback. In addition 

to the loan agreement provisions described in 90-3-522, a 

research and development project loan agreement must be 

structured as contracted debt with the following terms: 

(1) The agreement must include provisions calling for a 

payback of at least two times the original loan amount paid 

as a percentage of the income stream derived from the sale 

or other commercialization of products or processes 

developed with the board 1 s financing. This percentage rate 

may not exceed 5%. 

(2) The payback on a research and development pr~ject 

loan for a technology transfer and assistance project may be 

made pursuant to subsection (l} or may be realized in term~ 

of indirect benefits related to the goals and criteria of 
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the program. No more than 10% of the board's annual 

allocation of research and development funds may be used for 

technology transfer and assistance projects. THE PAYBACK ON 

A RESEARCH AND DEVELOPMENT PROJECT LOAN FOR A TECHNOLOGY 

TRANSFER AND ASSISTANCE PROJECT MADE FROM THE IN-STATE 

INVESTMENT FUND MAY NOT BE REPAID IN TERMS OF INDIRECT 

BENEFITS. 11 

SECTION 10. SECTION 90-3-525, MCA, IS AMENDED TO READ: 

"90-3-525. Deposit of payback seed capital and 

research and development ptoject loans. {lJ The payback of 

principal and earnings on a seed capital project loan 

executed under this chapter or on a research and development 

project loan from the Montana in-state investment fund must 

be administered pursuant to section 17-6-306. 

(2) The payback of principal and earnings on a research 

and development project loan from a source other than the 

Montana in-state investment fund must be deposited to the 

state special revenue fund to the credit of the science and 

technology development account created in 90-3-305. 

(J) All paybacks of principal and earnings to the board 

from any agreements exec~ted by the board between July 1, 

1985, dnd March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

technology developmer1t account created in 90-3-305 for use 

by the board. The paybacks include all those received after 
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January 1, 1989." 

NEW Sf:CTION. Section 11. Intellectual property 

assea1111ent. The university system shall conduct an 

assesS1Dent of its intellectual property management programs 

and policies. Based on the assessment, the board of regents 

shall consider the adoption of a system of intellectual 

property management that will provide a coordinated and 

effective method of meeting payback requirements for 

research and developcnent project loans made to 

10 orgqnizations, individuals, and other entities within the 

11 university system. The assessment must be coordinated with 

12 the Montana board of science and technology development, and 

13 ~ final report and recommendations must be presented to the 

14 board by January l, 1992. 

H NEW SECTION. Sec.tion 12. Coordination instruction. If 

16 Senate Bill No. 26 is passed and approved, if it includes a 

17 section that amends 17-6-308, and if it includes amendments 

18 that replace references to the "in-state investment fund'' 

19 with npermanent coal tax trust fund'', then in [seetion-3-eE 

20 this act,-amene¼n~-¼~-6-3&8t4t), the code commissioner shall 

21 make a similar eh..,.ge CHANGES. 

22 NEW SECTION. Section 13. Severability. If a part of 

23 [this act) is invalid, all valid parts that are severable 

24 from the invalid part remain in effect. If a part of [this 

25 act] is invalid in one or more of its applications, the part 
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remains in effect in all valid apPlications that are 

severable from the invalid applications. 

NEW SECTION. Section 14. Effective date. [This act] is 

effective on passage and approval. 

-End-
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SENATE BILL NO. 242 

INTRODUCED BY CRIPPEN, D. BROWN, GRINDE, 

THAYER, WILLIAMS 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FUNDING FROM 

THE IN-STATE INVESTMENT FUND FOR RESEARCH AND DEVELOPMENT 

PROJECT LOANS; PROVIDING FOR MEDICAL FACILITY RESEARCH AND 

DEVELOPMENT PROJECT LOANS; REQUIRING AT LEAST THREE MEMBERS 

OF THE BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO HAVE 

KNOWLEDGE OF EARLY STAGE FINANCING OF PRIVATE BUSINESSES; 

CHANGING MATCHING FUND REQUIREMENTS FOR RESEARCH AND 

DEVELOPMENT PROJECTS; REQUIRING THE UNIVERSITY SYSTEM TO 

ASSESS INTELLECTUAL PROPERTY MANAGEMENT; AMENDING SECTIONS 

2-15-1818, 17-6-308, 17-6-310, 90-3-101, 90-3-102, ANB 

90-J-301, ANB 90-3-305, 90-J-524, AND 90-J-525, MCA; AND 

PROVIDI!'G AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 2-15-1818, MCA, is amended to read: 

"2-15-1818. Montana board of science and technology 

developnent -- allocation -- composition -- quasi-judicial 

powers. (1) There is a Montana board of science and 

technology development. The board 1s allocated to th~ 

department of commerce. The department shall select, 

~-· ,.,.,.,., ..• '""""' 
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prescribe the duties for, and supervise staff to administer 

board activities. 

(2) The board consists of nine members appointed by the 

qovernor as prescribed in 2-15-124. 

(3) In making appointments to the board, the governor 

shall consider people with extensive interest and experience 

in science and technology and the application of such 

interest and experience to economic development in Montana. 

(4) The membership of the board must include: 

(a) at least twe three members with knowledge of early 

stage financing of private businesses; 

{b) at least one member with expertise in applied 

technology development; and 

{c) at least five members from the private sector. 

(5) The board is designated a quasi-judicial board foe 

purposes of 2-15-124." 

Section 2. Section 17-6-308, MCA, is amended to rear:!: 

•11-6-308. Authorized investaents. I l) Except as 

provided in subsection (4}, the Montana in-state investment 

fund must be invested as authorized by rules adopted by the 

board. For purposes of this section, "investment'1 includes 

the guaranty of loans or bonds in consideration for a fee, 

in l1eu of the actual acquisition of ~tt~h the loans or 

bonds. 

(2) The board may use the in-state investment fund to 
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guarantee loans or bonds issued under the provisions of 

lJ-5-1501 through 17-5-1529, Title 17, chapter 5, part 16, 

or Title 90, chapter 7. Each guaranty must be given in 

consideration of a fee. The fees must be paid to the board. 

The guaranty must provide directly or by separate aqreement 

that the board is fully subrogated to the rights of the 

obligee under the loan or bond. The board shall by rule 

establish the maximum ratio between guaranty funds available 

and loans or bonds to be guaranteed. The board may covenant 

in bond issues to maintain ~tteh the ratio. Unless bonds 

issued to finance a project are secured by a common capital 

reserve account and a common guaranty fund, the maximum 

amount of the guaranty authorized by this section may not 

exceed $37888,888 $3 million with respect to the bonds or 

loans to finance the project. 

(3) The board may make loans from the in-state 

investment fund to the capital reserve account created 

pursuant to 17-~-1515 and the guaranty fund created pursuant 

to 17-5-1520 to establish balances or restore deficiencies 

therein. The board may agree in connection with the issuance 

of bonds or notes secured by such acco11nt or fund ~o make 

such loans. Loans must be on such terms and conditions as 

the board determines and must be repaid from revenues of the 

h0ard real1zPd [rom the exercise of its po•,.;f->rS 1Jnder 

17-5-1501 through 17-5-1529, subject to the prior pledge of 
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the revenues to the bonds and notes. 

(4) The board shall allow the Montana board of science 

and technology development provided for in 2-15-1818 to 

administer $7.5 million of the in-state investment fund foe 

seed capital project loans and $5.l million of the in-state 

investment fund for research and development project loans 

pursuant only to the provisions of Title 90, chapter 3. This 

authority does not extend beyond June 30, 1994, for seed 

capital project loans and Jttft~-387-¼993, for research and 

development project loans. Until 9~ch-ttffle-a9 the Montana 

board of science and technology development makes a loan 

pursuant to eftee~ ~ provisions of Title 90, chapter 3, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201." 

NEW SECTION. Section 3. Allocation of funds. -T!\e 

PROVIDED THE LOANS CONTAIN THE REPAYMENT_REQUIREMENTS SET 

FORTH IN 90-3-522 AND 90-3~521, THE $5.l million of the 

in-state investment fund to be used for research and 

development proiPct loans is allocated as follows: 

(1) $600,000 to meet state matching fund requirements 

for the national science foundation awards to the center for 

interfacial microbial process engineering,-PR0YiBEB-~HB-b0AN 

€8HTAfHS-THE-RBPAYMEHT-RE8~¼RBMEHT5-SET--P8RTH--fN--90-3-5ll 

ANEl~~-_i-~?.~; 

(2) $3.5 million for loans relating to but not limited 
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to the centers of excellence program and the Montana 

entrepreneurial center and to meet state matching fund 

requirements for the national science foundation's 

experimental program to stimulate competitive research; and 

(J) $1 million for medical facility research and 

development project loans provided that: 

(a) a loan may not be less than $200,000 or more than 

$500,000; and 

(b) a dollar-for-dollar matching requirement from 

federal or private sources is required. 

SECTION 4. SECTION 17-6-310, MCI\, IS !\MENDED TO READ: 

•11-6-310. No direct loans. (l) The state may not use 

this revenue to make direct loans. 

(2) No--meft@y--troffl-the The Montana in-state investment 

fund may not be used by t.he board of investments to make 

direct loans to individual borrowers. The purchase of 

debentl'res issued by a capital company and loans or por-tions 

thereof originated by a financial institution that are sold 

to the trust are not direct loans.~ 

Section 5. Section 90-3-101, MCA, is amended to read: 

•90-3-101. Short title -- findings -- purpose. {l) This 

chapter may be cited as the uMontana Science and Technology 

Financing A.ct". 

(2) The legisla~,1re tinds and declares that: 

(a) it is the policy of the state of Montana to promote 
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the health, safety, and general welfare of all the people of 

the slate: 

(b) this policy will be furthered through strengthening 

and diversifying the state's economy by facilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification will be 

fostered by assisting in the acceleration of development of 

technology in the state through participation with the 

private sector in the financing of science and technology 

development projects that have significant potential for 

commercialization in Montana; 

(d) the in-state investment fund created through 

adoption of Initiative Measure No. 95 by the voters of 

Montana 1n 1982 is the appropriate source for providing 

financing programs for the development of new and expanding 

businesses in Montana; and 

{e) tne--se~e"ee--and-~eeh"e½egy-Be•e½OPffient-Beard-Seed 

€apit~l-Bone-Aet-eonta~"ee-p~o~ision9-that-were-fottnd-to--be 

~neon~~tetttiona±--ey-ene-Montane-~ttpre~e-eoart7-ane-tne-5l~t 

t~gi9iettt~e-of--~n~--9eate--ef--Montane--m~~t--r~ffledy--the9~ 

defeet~-~n~~tl~n-t~qt~ie~+~"i-end 

tft the Montana science and technology development 
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board has demonstrated success in forging a partnership 

among the private sector, the university community, and 

government, and this success should be continued through an 

ongoing legislative commitment to the board's programs. 

(3) The purposes of this chapter are to: 

{aJ strengthen and diversify Montana's economy by 

establishing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities; 

{b) provide a funding source for the board to make seed 

capital project loans; 

(c) provide a mechanism for the board to use in making 

seed capital project loans; and 

(d) provide a mechanism and a funding source for the 

board to use in making research and development project 

loans,--~k@--f~nd%ng--~oore@--o£--vkiek--w±li-b~-pro•td~~-by 

~~parate-~e~i~tation."' 

Section 6. Section 90-3-102, MCA, is amended to read: 

R90-J-102. Definitions. As used in this chapter the 

following definitions apply: 

Ill ''Act'' means the Montana sciencP and technology 

financing .1ct. 

I 2 l ''Board'' means the Montana board of science and 
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technology development provided for in 2-15-1818. 

(]} "Company" means a firm, partnership, corporation, 

association, or any other entity authorized to conduct 

business in Montana. 

(4) "Convertible debenture" means a debenture 

convertible into stock under certain conditions by any 

individual or company. The debenture may not be converted by 

the board. 

(5) "Debenture" or Rnote" means a 

certificate issued as evidence of debt. 

(6} "Department'' means the department of 

created in 2-15-1801. 

w[itinq or 

commerce 

(7) "Expansion capital project" means a science and 

technology development project undertaken to enable a 

company to expand its manufacturing and marketing activities 

in order to move its products or services into new markets 

or to expand existing markets. 

(Bl ''Innovative technologytt means the involvement of a 

product or process that embodies the use of implements, 

machinery, equipment, chemical formulations, resources, 

materials, methods, or other items in a manner that departs 

from previous commercial 

applications. 

developments, practices, or 

I g I "Matching funds" means the funds received i.n cash 

by the science and technology development project loan 
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recipient from nonstate-appropriated sources and committed 

by the loan recipient to the project in an amount that is at 

least equal to the funds loaned to the recipient by the 

board Eor use in the science and technology development 

project. 

(10) "Medical facility research and development project" 

means a research and development project designed to advance 

the development and operation of facilities that concentrate 

on fields of medical research involving advanced technology 

applied to national medical concerns through the financing 

of personnel, equipment, and operating costs with the goal 

of establishing the facilities as enduring research 

organizations in Montana. 

t½8tl!.!.l "Portfolio company" 

expansion stage company that 

project loan from the board. 

tH:t~ "Private sector" 

means a startup or 

has received a seed capital 

means any entity or 

individual, not principally a part of or associated with a 

governmental unit, that is associated with or involved in 

commercial activity. 

t½~t.1.l11 "Research and development project" means a 

science and technology development project that falls into 

the category of research capability development, applied 

technology research, or technology transfer anrl assista11ce. 

t±-3tl!..!l "Research and development project loan" means a 

-9- SB 242 

1 

2 

3 

~ 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

H 

25 

SB 0242/04 

science and technology development project loan entered into 

between the board and a loan recipient for a research and 

development proj~ct. 

tt4till.l "Science and technology development project" 

means either a seed capital project or research and 

development project designed to discover, develop, transfer, 

utilize, or commercialize existing or new, innovative 

technology in order to strengthen and enhance economic 

development in Montana. 

t¼Sti..!§1 "Science and technology development project 

loan agreement" or "loan" means an agreement entered into 

between the board and the loan recipient of a seed capital 

project loan or a research and development project loan 

that: 

(a) 

I b) 

(C) 

creates a debt relationship between the parties; 

provides for a financial return to the board: 

provides economic development potent 1al to 

state; and 

the 

{d) contains the applicable provisions and terms 

required by this chapter. 

t+6ti_!___Z__l "Seed capital project" means a startup capital 

project or expansion capital project. 

f¼1ti!..~ "Seed capital project loan" means a science and 

technology development project loan entered into between the 

board and a loan recipient for a seed capital project. 
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t¼8t.1...!..il "Startup capital project" means a science and 

technology development project that assists a company in 

initiating commercial operations. 

t¼9ti___?_QJ_ "State" means the state of Montana. 

ti9tJ.1..!.l "Warrant" means an instrument issued by a 

corporation that gives a holder other than the board the 

right to purchase stock of a corporation either for a 

limited time or perpetually." 

Section 7. S@ct ion 90-3-301, MCA, is am@nded to read: 

•90-1-101. Appropriation authority and funding 

1111atching funds. (1) The board has authority to accept and 

expend all funds received by it as grants, donations, or 

other private or public income. These funds are statutorily 

appropriated as provided in 17-7-502. 

(2) The appropriations and loans made to and by the 

board are in addition to and separate from general fund 

appropriations to the university system and other state 

agencies. 

(3) A loan may not be made for a seed capital project 

for which matching funds have not been received. Matching 

funds are required prior to any expenditure of boa~d funds 

for r~e~areh--and--de~e¼opmeftt-projeets-or ~ seed capital 

projects. The board may accept as matching funds those 

received by the loan recipient within l year prior to the 

execution of the loan agreement. The board may require 
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additional matching funds, depending on the capital need and 

the degree of risk encountered in the seienee-an~-~eehno¼e~y 

deve¼opment seed capital project. 

(4J A loan may not be made for a research and 

development project for which matching funds have not been 

received unless the matching fund requirements are waived by 

the board pursuant to this section. Matching fundsr when 

required, must be received before expenditure of board funds 

for a research and development project loan may be made. The 

board may waive the required match for up to 25\ of the 

funding for research and development project loans if the 

board determines that the capital need and potential 

commercialization of the research and development project, 

in addition to its potential to strengthen the partnership 

between the public sector and private sector, warrant the 

waiver. The board may accept as matching funds those 

received by the loan recipient within l year prior to the 

execution of the loan agreement. The board may require 

additional matching funds depending on the capital need in 

the research and development project. 11 

SECTION 8. SECTION 90-]-]05,_MCA, [S AMENDED TO READ: 

•go-3-305. Science and technology develoi:-ent account. 

(1) There is a science and technology development account 

within the state special revenue fund established in 

17-2-102. 
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(2) There must be paid into the science and technology 

development account: 

(a) the payback of principal and earnings on a research 

and development project loan, made from a source other than 

the Montana in-state investment fund, executed under this 

chapter; and 

{b) all payback of principal and earnings to the board 

from any agreements executed by the board between July 1, 

1985, and March 31, 1989." 

SECTION 9. SECTION 90-3-524, MC.~, IS AMENDED TO READ: 

•90-3-524. Research and development project loan 

agreeaent -- specific requirements -- payback. In addition 

to the loan agreement provisions described in 90-3-522, a 

research and development project loan agreement must be 

structured as contracted debt with the following terms: 

tl) The agreement must include provisions calling for a 

payback of at least two times the original loan amount paid 

as a percentage of the income stream derived from the sale 

or other commercialization of products or processes 

developed with the board's financing. This percentage rate 

may not exceed 5%. 

(2} The payback on a research and development project 

loan for a technology transfer and assistance project may he 

made pursuant to subsection {1) or may be realized in terms 

of indirect benefits related to the goals and criteria of 
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the program. No more than 10\ of the board's annual 

allocation of research and development funds may be used for 

technology transfer and assistance projects. THE PAYBACK ON 

A RESEARCH AND DEVELOPMENT PROJECT LOAN FOR A TECHNOLOGY 

TRANSFER AND ASSISTANCE PROJECT MADE FROM THE IN-STATE 

INVESTMENT FUND MAY NOT BE REPAID IN TERMS OF INDIRECT 

BENEFITS." 

SECTION 10. SECTION 90-3-525, MCA, IS AMENDED TO READ: 

"90-3-525. Deposit of payback seed 

research and development project loans. (1) The 

capital 

payback 

and 

of 

principal and earnings on a seed capital project loan 

executed under this chapter or on a research and development 

project loan from the Montana in-state investment fund must 

be administered pursuant to section 17-6-306. 

{2} The payback of principal and earnings on a research 

and development project loan from a source other than the 

Montana in-state investment fund must be deposited to the 

state special revenue fund to the credit of the science and 

technology development account created in 90-3-305. 

(3) All paybacks of principal and earnings to the board 

from any agreements executed by the board between July 1, 

1985, and March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

lechn0loqy development account created in 90-3-305 for use 

by the board. The paybacks include all those ceceived after 
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NEW SECTION. Section 11. 

assessaent. The university 

Inte1lectual 

system shall 
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property 

conduct an 

assessment of its intellectual property management programs 

and policies. Based on the assessment, the board of regents 

shall consider the adoption of a system of intellectual 

property management that will provide a coordinated and 

effective method of meeting payback requirements for 

research and development project loans made to 

organizations, individuals, and other entities within the 

university system. The assessment must be coordinated with 

12 the Montana board of science and technology development, and 

13 a final report and recommendations must be presented to the 

14 board by January 1, 1992. 

15 NEW SECTION. Section 12. Coordination instruction. If 

16 Senate Bill No. 26 is passed and approved, if it includes a 

17 section that amends 17-6-308, and if it includes amendments 

18 that replace references to the "in-state investment fund" 

19 with "permanent coal tax tcust fund", then in [see~-h~tPt-3-eE 

20 this act,-amendin9-iT-6-398f4t), the code commissioner shall 

21 make 8 similar ehanqe CHANGES. 

22 NEW SECTION. Section 13. Severability. If " part of 

23 (this actJ is invalid, all valid parts that are severable 

24 from the invalid part remain in effect. If a part of (this 

25 act] is invalid in one or more of its applications, the part 
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remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW s~cTION. Section 14. Effective date. (This act] is 

effective on passage and approval. 

-End-
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