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SENATE: Bill NO• .2.l..--

INTRODUCED BY ~T~O~W~E~------------------------------------

A BILL FOR AN ACT ENTITLED: •AN ACT TO CREATE THE MONTANA 

PRODUCT OEVELOPNENT CORPORATION• A PUBLIC CORPORATION TO 

PROVIDE FINANCIAL AID FOR PRODUCTS AND INVENTIONS.• 

BE lT ENACTED BY THE LEGISLATURE OF THE STATE Of "ONTANA: 

Section 1• Short title. This (act] shall be known and 

Bay be cited as the •Montana Product Develo~nt Corporation 

Act". 

Section z. legislative findings and declaration of 

purpose. (1) The legislature finds that there exists an this 

state a growing need for co.-ercial develop_.nt to provide 

and •aintatn job opportunities and tax revenue. 

(2) The legislature further finds that: 

(a) the assistance and encourageaent of co.aercial 

developwent is an l•portant function of the state; 

(b) the availability of financial assistance Is an 

l•portant inducement to com.erclal enterprises to locate or 

re.ain in the state; 

(c) there exists In this state a serious shortage of 

venture capital to proaote the co•aerclal developaent of 

products and inventions; 

(d) the shortage in venture capital has resulted and 
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vill result In a serious decrease In the develo~ent of new 

business enterprises and job opportunities In this state; 

(e) by providing financial assistance for the 

developaent of products and inventions the state will assist 

In the creation of new business enterprises and job 

opportunities. 

(3) The legislature further finds that the assistance 

and encourageaent of new business enterprises and job 

opportunities will benefit the state as a whole and is 

therefore a public purpose. 

(It) It is the purpose of this [act] to create a 

nonprofit public corporation that will provide financial 

assistance to stl.ulate the developaent of products and 

inventions in this state. 

Section 3. Definitions. As used In this [ac~J the 

.follo~ing definitions apply: 

(1) •Board• .. ans the board of directors of the ~~ntana 

product developMent corporation created by [section 5). 

(2) •corporation• .. ans the Montana product develop .. nt 

corporation created by [section 4]• 

(3} •Financial aid• •eans providing risk capocal to 

persons In the co..arcial developMent of products and 

Inventions. 

(It) •Invention• .. ans any new device, process. or 

technique without regard to whether a patent has or could be 
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granted. 

(5) "Person• 111eans any individual, partnership, 

corporation, association, or joint venture carrying on 

business or proposing to carry on business in this state. 

This term does not aean a governaental organization. 

(6) •Product• aeans any device, technique, or process 

that Is or •ay be developed co-.ercially• The ter• does not 

apply to pure research but to products, techniques, or 

processes that have advanced beyond the theoretical stage 

and are readily capable of being reduced to practice. 

(7) •venture• ~~~eans a contractual arrangement with any 

person whereby the corporation obtains rights in a product 

or Invention or the proceeds therefrom or equity In the 

business organization developing the product or invention 

for granting financial aid to such person. 

Section 4• Creation of the Montana product developaent 

corporation. There is created a corporate body known as the 

Montana product develop•ent corporation. The corporation is 

a public nonprofit corporation and has a legal existence 

Independent and separate fro• the state. 

Section s. Board of directors of the Montana product 

de¥elop.ent corporation-- appointMent-- qualifications 

allocation. (1) There Is a board of directors of the 

corporation. 

(2) The first board shall be appointed in the following 
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manner: 

(a) The legislative coal tax oversight subca.mlttee 

shall select a co .. lttee to nominate Individuals for the 

board. The noainatlng committee shall consist of: 

(I) one individual with experience in •anufacturong; 

(ii) one individual with experience in finance and 

credit evaluation; 

(iii) one individual with experience in s•all business; 

(IV) one Individual with experience In local development 

corporationsi and 

(v) one representative of the public. 

(b) The no•inatlng co .. ittee shall submit a list of 15 

na~es of residents of this state to the governor. The 

governor shall select five persons from the list as 

directors of the corporation as follows: 

(i) one Individual with experience in manufacturing; 

{ii) one individual with experience In finance and 

credit evaluation; 

(jiiJ one individual with experience in s•all business; 

(iv) one individual with experience In local development 

corporations; and 

(v) one representative of the public. 

(3) The first board shall adopt bylaws governing their 

terms of office and the method of appoint.ant of future 

.embers of the board. Future board members shall be 
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appointed by the board subject to 

meaber appointed by the board 

senate confirmation. A 

when the senate Is not In 

session •ay serve on the board with all powers of a regular 

member until the senate confirms or rejects the appointaent. 

(4» To be eligible for membership on the board an 

individual •ust have a favorable reputation for skill• 

knowledge• and experience In technological development or 

invest•ents. 

[5) The 

administration 

prescribed in 

board Is allocated to 

for ad•lnistrative 

2-15-121. The board 

the depart .. nt 

purposes only 

may hire its 

of 

as 

own 

personnel, seek and receive federal and private funds In the 

name of the corporation, and determine all aatters of policy 

concerning the use of its budget. 

Section 6. Co•pensation of board •e~ers. (1» Each 

board •ember is entitled to receive fro• the corporation 525 

for each day In which the board aeaber Is actually and 

necessarily engaged in the perforaance of board duties. Each 

board member is also entitled to be reiabursed for travel 

expenses Incurred while In the performance of board duties. 

The board shall adopt bylaws governing the amount and method 

of computing travel expenses. 

(2) Members of the board are not entitled to receive a 

salary and may not profit fro• the activities of the 

corporation. 
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Section 7. Financial aid to board ae•bers prohibited. 

A .eaber of the board of directors. his faaily• or business 

associates may not receive financial aid fro• the 

corporation. 

Section e. Conflict of Interests. (1) Upon appointaent 

and during term of office a board eember must declare to the 

board In writing any financial or other Interest that might 

conflict with his meabership on the board. 

(2) If there Is a conflict. the board may require hi• 

to abstain froa decisions resulting In a conflict or to 

resign froa the board. 

(3) A loan or contract of the corporation that Is 

otherwise valid is not Invalid because of a personal 

Interest of a board ae.Oer if the interest Is declared and 

the board me•ber abstains fro• decisions pertaining-to the 

.loan or contract. 

Section 9. Records of corporation. (1) The 

shall keep complete financial records and 

meetings of the board. 

corporation 

•inutes of 

(2) Records of the corporation shall be available to 

the governor and the legislature. 

(3) The board shall •alntain the following records 

which are available for public inspection: 

(a) the names of the persons receiving financial aid 

fro• the corporation; 
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(b) the nature of the business of each person receiving 

financial aid from the corporation; 

(c) the a~ount of financial aid received by each 

person; and 

(d) the royalties. equity, or other rights received by 

the corporation and the conditions i•posed on the granting 

of financial aid to each person. 

(4) The board shall adopt byl a~o~s 

confidentiality of information necessary 

to provide for 

to protect the 

legitimate business Interests of 

financial aid fro• the corporation. 

a person receiving 

Section 10. Annual audit. Annually, the legislative 

auditor shall audit the corporation's financial records. 

Section ll• Executive director appoint•ent 

qualifications-- salary. (1) There is an executive director 

of the corporation. 

(2) The executive director Is appointed by the ooard 

and may not be a me~er of the board. 

(3) To be eligible for appolnt•ent as executive 

director an individual .ust have the skill, kno~o~ledge, and 

ability to ~nage the corporation and at least 5 years• 

experience in a related product development organizat~bn• 

(4) The executive director aay not have any financial 

or business interests that •ight 

•anageaant of the corporation. 
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[5) The executive director Is entitled to receive a 

salary to be determined by the board. 

Section 12. Purpose of the corporation. The purpose 

the corporation Is to stimulate and encourage 

development of products and inventions ~o~lthin Montana 

of 

the 

by 

providing financial aid to persons for co!IIIDercial 

develop•ent of products and Inventions In situations for 

Nhich financial aid ~ould not other~o~lse be reasonably 

available from co.-erclal sources. The corporation Nill be 

perpetual through the use of funds from successrul ventures. 

Section 13. Po~ers of the corporation. In orde~ to 

effectuate its purpose, the corporation aay: 

(1) continue to exist perpetually; 

(2) sue and be sued in its corporate name; 

(3J adopt a corporate seal that •ay be altered at 

pleasure and use t~ sa.e by reproducing It in any manner; 

(4) enter into venture agreements ~o~ith persons doing 

business In Montana, upon terms and conditions as are 

consistent Nith the purposes of the corporation for the 

advance•ent of financial aid to persons to develop specific 

products and Inventions; 

(5) receive and accept aid or other contributions fro• 

any source of money, property, labor, or other things or 

value• to be used to carry out the purposes of the 

corporation, subject to the conditions upon which the aid 
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and contributions •ay be Dade• including gifts or grants 

fro• any department or agency of the United States or the 

state; 

(6) purchase, lease, or otherwise acquire, ONOt hold, 

l~rovee use9 or otherwise deal with real and personal 

property or any interest therein when necessary to further 

the purposes of the corporation; 

(7) hold patents, copyrights, trade•arkst or any other 

evidences of protection or exclusivity as to any products or 

inventions issued under the laws of the United States or any 

state or nation; 

(8) invest any funds not needed for immediate use or 

disbursement in investaents per•lssible for funds fro• the 

state pooled investaent fund under the provisions of 

17-6-211; 

(9) make and enter into contracts and agreements 

necessary or incidental to the performance of its duties and 

the execution of its powers; 

(10) employ assistants, agents, and other employees as 

aay be necessary to carry out the purposes of the 

corporation; 

{ 11) consent to any ter•ination, modification, 

forgiveness, or other change of any ter• of any contractua) 

right, pay•entt royalty, contract, or agree•ent of any kind 

to which the corporation is a party; 
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(12) borrow eoney and issue secured and unsecured 

evidence of Indebtedness for a corporate purpose or fund and 

refund, pay, or discharge outstanding obligations and enter 

Into agreements and contracts concerning these obligations; 

(13) acquire, hold, and dispose of stocks, ae~ershipst 

contracts, bonds, or other interests in another corporation 

or legal entity and exercise the powers or rights In 

connection with these interests that are provided in 

contracts or agreements that are allowed by law concerning 

the satis~action of debts; 

(1+) eake and alter bylaws, co~sistent with this (act] 

or with other laws of this state, for the ad•lnistration and 

regulation of affairs of the corporation; 

(15) do what is necessary to carry out the powers 

granted by this [act] or other laws of this state or the 

Jaws or regulations of the federal government• 

Section 14• Applications for financial aide t~) 

Applications for financial assistance must be made through 

the executive director of the corporation. The executive 

director shall forward each application to the staff of the 

corporation for an investigation and report concerning the 

advisability of approving the proposed financial aid. 

(2) The investigation and report •ust include but are 

not limited to facts concerning the following: 

(a) the history of the applicant; 
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(b) the standard of wages paid by the applicant; 

(c) the job opportunities that would result fro• th~ 

developMent of the applicant•s product or invention; 

(d) the stability of employaent that would result fro• 

deve 1 opaent: of the app 1 I cant •s product or i n vent ion; 

(e) the past and present financial condition of the 

applicant; 

{f) the present and future markets and prospects of the 

product or Invention; 

(g) the integrity of the 11anage.ant of the applicant•s 

business as well as the feasibility of the proposed product 

or invention; 

(h) the environmental pollution that may result froa 

the development of the product or invention; 

(I) whether the product or invention would be labor 

intensive or capital intensive; and 

(j) whether the product or invention, if 

commercially, would be In direct competition 

existing business operating in this state. 

11anceted 

with an 

(3) After consideration of the report and anJ other 

action considered appropriate, the board shall approve or 

deny the appll~ion. The applicant shall be proeptlJ 

23 notified of the board•s decision. 

2. c•J The corporation shall enter into ventures t~ ~ill 

25 return adequate funds to allow the corporation to continue 
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to operate without additional appropriations beyond those 

contemplated by [section 15]. 

Section 15. Powers to be Interpreted broadly. The 

powers enu•erated in this [act] shall be interpreted broadly 

to effectuate the purposes of the corporation and •ay not be 

construed as a lillitatlon of powers. 

Section 16. Severability. If a part of this act is 

ln¥alid, all valid parts that are severable fro• the invalid 

part re•atn in effect. If a part of this act Is invalid in 

one or 110re of Its applications, the part remains in effect 

In all valid applications that are severable from the 

Invalid applications. 

Section 17• Codification. Sections ~ and 5 are intended 

to be codified as an integral part of Title 2e chapter 15, 

and the provisions contained In Title 2e chapter 15e apply 

to sections ~ and 5. 

-End-

-12-

I 



STATE OF MONTANA 
REQUEST NO. c 7-81 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received January 6 , 19 _1il_, there is hereby submitted a Fiscal Note 

for __ _senate Bill 21 pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 
of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION 

A proposal to create a public, non-profit corporation which will stimulate and encourage 
the development of products and inventions within Montana by providing financial aid to 
persons in situations when commercial financing would not otherwise be available. The 
Legislative Auditor will annually audit the corporation's financial records. 

FISCAL IMPACT FOR THE LEGISLATIVE AUDITOR 

Assumptions 

1. The annual audit will be performed at the direction of the Legislative Auditor by 
an independent CPA firm. 

2. Total loans and/or investments outstanding will not exceed $2,000,000. 
3. Administrative costs of the c·orporation will be approximately $100,000 1per year. 
4. The corporation will prepare annual financial statements in accordance with 

Generally Accepted Accounting Principles. 

Fiscal Impact 

Expenditures under proposed law 

Operating Expenses 
Expenditures under current law 

Increased expenditures under proposed law 

General Fund 

FISCAL IMPACT FOR THE DEPARTMENT OF BUSINESS REGULATION 

Assumptions 

FY 1982 

$8,000 
0 

$8,000 

$8,000 

FY 1983 

$8,000 
0 

$8,000 

$8,000 

Board costs were projected based on the assumption they would meet bimonthly and 
that members would be paid meals and lodging at the same rate as other state employees. 
NOT ACTUAL EXPENSES 
Assuming SB21 would be similar to 
were contacted for information. 
Salary for the Executive Director 
Professional with 5 years related 

the Wyoming Industrial Development Corporat~they 

was based on a 1;')~ };Y1 ~ 
experience. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 
Date: ) _. ( 0 ... 8' ) 



) Estimates 

Called the Wyoming Industrial Development Corporation for guidelines. 

3 FTE 

Salaries and benefits 
Contracted Services 
Supplies and Materials 
Connnunications 
Travel 
Rent 
Repair and Maintenance 
Other 
Equipment 

COMMENTS 

1981-82 

$94,840 
23,200 
2,650 

10,400 
35,905 
3,000 

100 
600 

4,030 

$174,725 

1982-83 

$103,424 
23,200 

2,800 
10,800 
36,620 
3,000 

100 
600 
130 

$180,674 

The bill does not indicate where the money is goinA to come ftom to fund the 
program. In additiort, there may be Constitutional problems if the state were to fund a 
nonprofit corporation which has a legal existence independent and separate from the state. 
The bill does state that the corporation will be funded thtouab the use of funds from 
successful ventures. tf this is f~asible, then it appears that the. operation of the 
enterprise would have rto direct affect on the revenues, e~pertditures 1 or fiscal liability 
Of the state. Hovevet, in the eV'ent the tegi~lature does grant tn6ney to the proposed 
corporation, lole have ptovided the abo-v-e numbers. 


