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INTRODUCED 
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BY A ... ,r£2 

J• 

BILL NO. c,s-r 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ESTABLISH AN 

AGRICULTURAL DEVELOPMENT LOAN PROGRAM CONSISTING OF SEED 

CAPITAL AND RESEARCH AND DEVELOPMENT PROJECTS; TO ESTABLISH 

PRIORITIES AND GENERAL CRITERIA UNDERLYING THE LOAN PROGRAM; 

TO ESTABLISH GOALS AND SPECIFIC CRITERIA FOR SEED CAPITAL 

AND RESEARCH AND DEVELOPMENT PROJECT LOANS; TO ESTABLISH THE 

REQUIREMENTS AND PAYBACK PROVISIONS OF SEED CAPITAL AND 

RESEARCH AND DEVELOPMENT PROJECT LOAN AGREEMENTS; TO PROVIDE 

FOR PAYBACK; TO PROVIDE RULEMAKING AUTHORITY FOR THE 

AGRICULTURE DEVELOPMENT COUNCIL; AMENDING SECTIONS 90-9-103, 

90-9-202, 90-9-301' 90-9-302' 90-9-306' 90-9-307, AND 

90-9-401, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 9] grants rulemaking authority to the Montana 

agriculture development council to implement the 

agricultural development project loan program. 

It is the legislature's intent that the council adopt 

rules: 

(1) governing the conduct of council business; 

(2) establishing application procedures that, at a 

~ ... _ ....... C<><mCM 
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minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act; 

(3) establishing procedures to be followed by the 

council in its review process prior to making an 

agricultural development project loan; 

( 4) establishing postdisbursement activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

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

NEW SECTION. Section 1. General criteria underlying 

agricultural development project loans. The council may make 

an agricultural development project loan only upon a 

favorable determination that the proposed agricultural 

development project: 

(l) is consistent with the findings and purposes of 

the act because it incorporates innovative agricultural 

technology; 

(2) has prospects for collaboration between the public 

and private sectors of the state's economy; 
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(3) has prospects for achieving commercial success and 

for creating new jobs in the state; 

(4) has potential for commercial success related to 

the specific product, process, or business development 

methodology proposed; 

(5) can provide matching funds; 

{6) has potential to benefit existing agricultural 

business; 

(7} can be reasonably expected to provide an economic 

return within a reasonable period of time; 

(8} involves processing or adding value to 

agricultural products produced in the state; and 

(9) has a management structure that allows ongoing 

postdisbursement involvement by the council. 

NEW SECTION. Section 2. Seed capital projects 

proqram goals. {1) The council may make a seed capital 

project loan to a seed capital project if it determines that 

the project meets the loan criteria established in [sections 

1 and 3) and further determines that the project meets the 

goals established in subsection (2) and involves development 

and commercialization of innovative agricultural products or 

processes. 

(2) The goals of this program are: 

(a) to assist in the development of innovative 

technology in the state by providing a source of capital to 
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the agricultural-based sector of the state's economy; 

(b) to provide financing and follow-along management 

support for agricultural businesses in the state that are 

attempting to develop agricultural products or processes 

based on innovative technologies; and 

(c) to provide a liaison between agricultural 

businesses in the state and investors in an effort to 

enhance the pool of capital available to agricultural 

businesses in the state. 

NEW SECTION. Section 3. Specific criteria for seed 

capital project loans. The council may make a seed capital 

project loan only if it determines that the proposed project 

complies with the criteria and goals set forth in [sections 

land 2) and further determines that: 

(l) the project develops or employs innovative 

agricultural products or processes that promise a 

significant competitive advantage; 

( 2) the project requires financing that is not 

available from conventional ll:mding sources; 

(3) the project provides an opportunity to preserve 

the principal of the loan amount and to earn a monetary 

return; 

(4) the company is located or preparing to locate 

within the state; 

(5) the project demonstrates a capdcity to diversify 
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or add value to the state's agricultural businesses: 

(6) the company's management team possesses sufficient 

agricultural business experience; 

(7) the company has potential for creating and 

retaining 

state; 

jobs and stimulating tax revenue growth in the 

(8) the company's agricultural product or process is 

targeted for a commercial market~ 

(9) the company's product or process is of sufficient 

qua~ity to significantly impact the target market; and 

{10) if applicable, the company's business plan is 

designed to provide financing, marketing, and production 

milestones to accomplish the proposed commercialization. 

NEW SECTION. Section 4. Research and development 

project program goals. (1) The council may make a 

research and development project loan if it determines that 

the project meets the loan criteria established in [sections 

1 and 5] and further determines that the project meets the 

goals established in subsection (2). 

(2) The goals of this program are: 

(a) to significantly upgrade existing agricultural 

research capabilities within the state's research and 

development institutions and organizations; 

(b) to provide financial support to individual 

research projects that have significant potential to advance 
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development of agricultural business in the state; 

(c) to facilitate the process of transferring research 

from the laboratory to the commercial marketplace; 

(d) to provide financial support for the development 

of advanced research capabilities within the state's 

university system through the acquisition of facilities, 

equipment, or personnel; 

(e) to facilitate the flow of information to 

agricultural-based businesses in the state in order to 

assist those businesses in reaching their full commercial 

potential; or 

{f) to improve the information and resources available 

to the state's agricultural businesses involved in 

commercialization of innovative agricultural products and 

processes. 

NEW SECTION. Section 5. Specific criteria for 

research and development project loans. The council may make 

a research and development project loan only if it 

determines that the proposed project substantially complies 

with the criteria and goals set forth in [sections 1 and 4] 

and further determines that the project: 

(l) has the potential to diversify or add value to the 

state's agricultural economy; 

(2} demonstrates a clear path to corrunercial 

development of the research results within the state; 
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(3) involves university system research participation, 

if appropriate; 

(4) employs or otherwise takes advantage of existing 

research and development strengths within the state's 

university and private research establishment; 

(5) involves a realistic and achievable research 

project design; 

( 6) develops or employs innovative agricultural 

products or processes; and 

(7) is located within the state. 

NEW SECTION. Section 6. Agricultural development 

project loan agreement contents council decisions 

final. (1) If the council determines that an agricultural 

development project meets the criteria established in the 

act and has complied with the applicable procedures and 

review processes established by the council, the council may 

enter into an agricultural development project loan 

agreement with the company and authorize the disbursement of 

funds to the company. 

(2) The loan agreement, at a minimum, must contain the 

following provisions~ 

(a) the project budget; 

(b) the financing, marketing, and production 

milestones for the project that describe project tasks to be 

achieved at designated times in each area; 
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(c) the reporting requirements, including but not 

limited to: 

(i) financial statements to be submitted on at least 

an annual basis as determined by the council; 

(ii) quarterly commercialization progress reports; 

(iii) annual reports; and 

(iv) reports on any significant project transactions; 

(d) the disbursement schedule for the loan; 

{e) the payback to the council; 

(f) the causes for loan revocation, suspension, 

termination; and 

(g) the intellectual property provisions. 

or 

(3} All decisions of the council are final and are not 

subject to the contested case provisions of Title 2, chapter 

4 0 

NEW SECTION. Section 7. Seed capital project loan 

agreement 

addition 

specific loan requirements -- payback. (1) In 

to the loan requirements of [section 6], a seed 

capital project loan must be structured as contracted debt, 

including but not limited to the following terms: 

(a) an interest rate set at a level that provides for 

a return to the council, from paybacks by all of its 

portfolio companies, an amount at least equal to the 

principal amount of the loan and that provides for a market 

rate of return when considering the overall benefit to the 
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state derived from the projects; 

(b} a provision in the note that may defer debt 

service until maturity of the note, the term of which may 

not exceed 8 years; 

(c) a loan amount that may not exceed $50,000 in any 

one round of financing. Successive rounds of financing in 

which the council participates for any one company may not 

occur within a 9-month period. The total amount that may be 

loaned to any one company may not exceed $150,000. 

[d) a provision that the note becomes due in full upon 

dissolution or liquidation of the company; 

(e) a provision that the company will provide the 

lender with a second priority security interest in all of 

the equipment used in the company's business, accounts 

receivable, and inventory to secure repayment of the loan; 

(f) a provision that the priority security interest in 

the company's assets referred to in subsection (l)(e) will 

be evidenced by appropriate forms required to secure the 

assets as provided in Title 30, chapter 9. 

(2) In addition to the provisions in (section 6] and 

subsection (1) of this section, a seed capital project loan 

agreement may provide for any of the following: 

(a) a convertible debenture; 

(b) a warrant held by the council; or 

(c) a warrant held by a third party for the benefit of 
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the council. 

NEW SECTION. Section 8. Resea<ch and development 

project loan agreement specific loan requirements --

payback. In addition to the loan requirements of [section 

6], a research and development project loan agreement must 

be structured as contracted debt, including but not limited 

to the following terms: 

(1) The agreement must include provisions calling for 

a payback of 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 council's financing. This percentage rate may not 

exceed 5%. 

(2) The payback for an agricultural technology 

transfer and assistance project loan may be made pursuant to 

subsection (1) or may be realized in terms of indirect 

benefits related to the goals and criteria of the act. No 

more than 10% of the council's funds designated for research 

and development in any one fiscal year may be used for 

agricultural technology transfer and assistance loans. 

NEW SECTION. Section 9. Ru1emaking. The council shall 

adopt rules necessary to implement the provisions of this 

chapter, including but not limited to rules: 

(l) governing the conduct of council business; 

(2) establishing application procedures that, at a 

-10-
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minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act; 

(3} establishing procedures to be followed by the 

council in its revie~ process prior 

agricultural development project loan; 

to making an 

(4) establishing postdisbursement activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

Section 10. Section 90-9-103, MCA, is amended to read: 

•go-9-103. Definitions. As used in this chapter, the 

following definitions apply: 

(1) "Act" means the Montana Growth Through Agriculture 

Act. 

titill "Agricultural business" means an enterprise 

engaged in the production, processing, marketing, 

distribution, or exporting of agricultural products. The 

term includes any related business the primary function of 

which is providing goods or services to stteh an agricultu~_?o_! 

enterprise. 

1_3) "Agricultural development project 11 means either a 
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seed capital or research and development project designed to 

discover, develop, transfer, use, or commercialize existing 

or new agricultural products or processes in order to 

strengthen and enhance agricultural economic development in 

the state. 

{4) "Agricultural development project loan agreement" 

or "loan" means an agreement entered into between the 

council 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 council; 

(c) provides economic development potential to the 

state; and 

(d) contains various provisions and terms as required 

by the act .. 

( 5) "Company" means a natural person, firm, 

partnership, corporation, association, or other entity 

authorized to conduct business in the state. 

(6) ''Convertible debenture" means a debenture 

conveF_~ible into stock under certain conditions by an 

individual or company, but not by the council. 

t%tffi "Council" means the Montana 

development council established in 2-15-1817. 

1.!1_ "Debenture•• or "note" means 

certificate issued as evidence of debt. 

-12-
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(9) "Department" means the department of commerce 

established in 2-15-1801. 

(10) ''Expans!on capital project" means an agricultural 

technology development project undertaken to enable an 

individual or a company to expand its manufacturing and 

marketing activities in order to move its agricultural 

products or services into new markets or to expand existing 

markets. 

(11) "Innovative agricultural technology'' means the 

involvement of an agricultural product or process that 

embodies the use of implement~, machinery, equipment, 

chemical formulations, resour9es, materials, methods, or 

other items in a manner that departs from previous 

commercial developments, practices, or applications. 

t3t~ "Investment" means an award of money, with or 

without repayment requirements, for the purposes provided 

for in ~h±~-ehapter 90-9-302 and 90-9-401. 

(13) 11 Matching funds" means the funds received in cash 

~ the agricultural development project loan recipient from 

nonstate appropriated sources and contributed by the loan 

recipient to the project in an amount that is at least equ_?-.l:. 

to the funds loaned to the recipient by the council for use 

in the agricultural development project. 

(14) "Portfolio company" means a startup or expansion 

stage company that has received a seed capita_~ project loan 
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from the council. 

(15) "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 

ac~ivity. 

( 16) "Research and development project" means an 

a~ultural development_ project that falls into the 

category _of applied technology research or agr_icul tural 

technology transfer and assistance. 

( 17) "Research and development projec_~ loan" means an 

agricultural development project loan agreement entered into 

between the council and a loan recipient for a research and 

development project. 

(18) "Seed capital project" means a startup or 

expansion capital project. 

(19) 11 Seed capital project loan" means an agricultural 

de~elopment project loan entered into between the council 

and a loan recipient for a seed capital project. 

(20) "State 11 means the state of Montana. 

( 21J "Technology transfer and assistance proie.E.!=_~-~ means 

an aqricul~ural development project that: 

(a) transfers technology research from the laboratory 

to the marketplace; or 

(b) provides better access and exposure to business 

development assistance or information for researchers or 

-14-
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early-stage agricultural businesses that commercialize 

agricultural technology products. 

(22) "Warrant" means an instrument issued by a 

corporation giving a holder other than the council the right 

to purchase stock of a corporation at a fixed price, either 

for a limited time or perpetually.'' 

Section 11. Section 90-9-202, MCA, is amended to read: 

•go-9-202. Powers and duties of the council. The 

council shall: 

(1) establish policies and priorities to enhance the 

future development of agriculture in Montana; 

{2) make investments or loans in agricultural 

development projects that have a short- or long-term ability 

to stimulate agriculture development and diversification in 

Montana, including but not limited to: 

(a) seed capital ~w~rds loans for development and 

commercialization of new products and processes; 

(b) agricultural business incubators; 

(c) foreign and domestic market development 

activities; 

(d) applied technological research; and 

(e) agricultural technology assistance and transfer; 

and 

(3) accept grants or receive devises of money or 

property for use in making the investments d~~cribed-in or 
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loans authorized by this chapter~~ 

t4t--adop~-r~%es-necessary-~o-impiemen~-the--provisiens 

of-~ftis-ebap~er7-inei~din~-8H~-not-iimi~ed-to-r~les~ 

tat--qovernin9-~he-eenduct-o£-eonncii-bnsinessr 

tbt--es~ablishing--mstehinq--fnnd-reqttirements-for-seed 

eapi~al-investment-proqrams; 

tet--establishing---cri~eria---for---determining----the 

eligibility-o£-projeets-and-programs-for-investments;-and 

tdt--estsblishinq--m~thods--of--eommitting-£unds,-types 

and-amounts-o£-£ee3,-r~turn-on--investments,--and~-ty~es--o£ 

investments-to-be-made-." 

Section 12. Section 90-9-301, MCA, is amended to read: 

"90-9-301. Agriculture seed capital account 

matching funds ---pre£erenee. (1) There is an agriculture 

seed capital account administered by the council. 

(2) The council may invest loan money from the 

agriculture seed capital 

relating to innovative 

agricultural businesses and 

account to support research 

organizational improvements in 

to the cou~ercializaticn and 

marketing of new agricultural products or agricultural 

production processes. 

t3t--fnvestmen~s-trom-the-aeeount-mnst-be-matched-by-at 

!east-an-equal-amonnt-reised-by-the-applieant--£rom--souree~ 

that-are-not-state-appropriated-. 

t4t--Prefe~enee-must-be-9iven-to-applieation~-that~ 
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tat--een--be-rea~onabiy-expee~ed-~o-provide-aft-eeonom~e 

re~~rn-~o-~he-appi±een~-within-a-reasonBbie-time~ 

tbt--demonstrate-a-potent±a±-eommere±a±-va±~e-to--other 

entreprene~rs-in-Montana~ 

tet--req~ire--~~eh-a-~rant-to-obta±n-additionai-pri~ate 

eapital; 

tdt--invoive-proeess±ng-or-addin9-vaitte-to-a9riettitttrai 

eommodi~ies-prodHeed-in-Montana;-or 

tet--provide-jobs-that-wili-~e-sttbstantiaily-f±iled--by 

ettrrent-Montana-res±dents• 

(3) The council may not make a loan to an agricultural 

development project for which the matching funds have not 

been received. Matching funds are required prior to any 

ex·penditure of state funds for research and development or 

seed capital projects. The council may accept as matching 

funds those funds received by th~ loan recipient within 1 

year prior to the execution of the loan agreement.'' 

Section 13. Section 90-9-302, MCA, is amended to read: 

•go-9-302. Agricultural business incubator program 

criteria limitations. {1) There is an agricultural 

business incubator program account in the state special 

revenue fund. The council may invest from the account an 

amount not to exceed $100,000 each in each agricultural 

business ine"ba~ors incubator. The i"e~bator~ incubator must 
~--~~~ 

operate as ~ self-financing business development @"~~tiee 
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entity, providing such services as training, management 

consultation, accounting, and office space, if necessary, to 

eligible agricultural businesses. Sneh Eligible 

agricultural businesses may include but are not limited to 

marketing cooperatives and associations. 

{2} Investments under this section must be awarded by 

the council, based upon its review of the following 

criteria: 

(a) the potential ability of the applicant to be 

financially self-sufficient; 

(b) identification of businesses or industries 

targeted for development assistance; 

(c) community support for the incubator program; and 

(d) a plan to address business development needs of 

specific user groupsL ~Hek-as including but not limited to 

displaced farmers. 

(3) Investments may be made only in agricultural 

business incubators that are located in different geographic 

areas of the state and that are not located in a 

municipality with a population in excess of 15,000 people. 

The municipality or community in which the incubator is 

located must provide funding or contributions of-a-~a%~e--at 

±~ast--three--time~--the-amo~nt-of-the-in~estment-~nder-th~s 

seetion on at l~ast a ~ollar-to-dollar ba~is. Contributions 

by applicants may include land, buildings, or professional 

-18-
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services." 

Section 14. Section 90-9-306, MCA, is amended to read: 

•go-9-306. Appropriation authority and funding 

prohibited investments. {1) The council has authority to 

accept and expend all funds received by it as grants, 

donations, or other private or public income, including 

amounts repaid as principal and interest on investments made 

by the council. These funds are statutorily appropriated to 

the council as provided in 17-7-502. 

tit--No-iftvestMeftt-may-~e-made-in--p~ojeets--tor--whieh 

matehing--£Hnd~-or-p8rt~e~paeion-of-f~naneiai-±ntermediaries 

±s-reqtl±red-Hntil-sHeh-fHnds-ha¥e-been-eommitted~ 

t3till Council members may not personally apply for or 

receive council iftv~stm~~t funds. If an organization with 

which a member is affiliated applies for council funds, the 

member must disclose the nature of the affiliation and may 

not participate in the decision of the council regarding the 

application." 

Section 15. Section 90-9-307, MCA, is amended to read: 

•go-9-307. Accountability. tit The council shall 

develop independent review and audit procedures to ensure 

that investments and loans made by it are used for the 

purposes identified in its investment ~nd loan agreements. 

tit--The--eo~neii~s--tnvestMeftt-&9reements-mHst-eontain 

provisions-eonsid~red-"eeesse~y-by-the-eo~neil-to-ensttre-th~ 
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proper-tnspeetion-aftd-review-o£-projeetsy-the-attainment--or 

projeet--goa±s,--and--the--msintenanee-o£-adeqHate-£inanciaY 

reeords-by-reeipi~nts-of-eot2nci±-fttndsTu 

Section 16. Section 90-9-401, MCA, is amended to read: 

•90-9-401. Agricultural marketing enhancement. The 

council shall assist in identification and development of 

new domestic and foreign markets for Montana ag~icultural 

products. The council shall: 

(1) plaee assist in placing one full-time professional 

marketing person in Japan or another Pacific Rim country to 

develop export marketing opportunities in the 

region; 

Pacific 

(2) provide assistance for appropriate trade missions 

of Montana producers, processors, or distributors of 

agricultural products on a cost-share basis; and 

(3) assist in other appropriate means of enhancing 

domestic markets for Montana agricultural products." 

NEW SECTION. Section 17. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this act] is extended to the provisions of 

[this act]. 

NEW SECTION. Section 18. Codification instruction .. 

(l) [Sections l through 8] are intended to be codified as an 

integral part of Title 90, chapter 9, part 3, and the 

provisions of Title 90, chapter 9, part 3, apply to 
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l [sections l through 8]. 

2 (2) [Section 9] is intended to be codified as an 

3 integral part of Title 90, chapter 9, part 2, and the 

4 provisions of Title 90, chapter 9, part 2, apply to [section 

5 9]. 

6 NEW SECTION. Section 19. Severability. If a part of 

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

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

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

10 remains in effect in all valid applications that are 

11 severable from the invalid applications. 

12 NEW SECTION. Section 20. Effective date. [This act] 

13 is effective on passage and approval. 

-End-
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Form BD-15 

In compliance wjth a written request, there is hereby submitted a Fiscal Note for HB658, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

HB658 would generally revise the Growth Through Agriculture Act, including establishing the agricultural 
development loan program by statute rather than by rule, based primarily on the Montana Supreme Court case of 
Whites v. the State of Montana and the Montana Science and Technology Alliance. 

ASSUMPTIONS: 

1. There is no fiscal impact to the Dept. of Commerce or to the Dept. of Agriculture under the proposed 
law. 

2. The appropriated program budget and the statutory appropriation remain unchanged. 

~ DATE :J/!Y/17 
I 

BUDGET DIRECTOR CHUCK SWYSGOOD, PRIMARY SPONSOR 
AND PROGRAM PLANNING 
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APPROVED BY COMMITTEE 
ON AGRICULTURE LIVESTOCK 
& lRRlGATION 

HOUSE BILL NO. 658 

INTRODUCED BY SWYSGGOD 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ESTABLISH AN 

AGRICULTURAL DEVELOPMENT LOAN PROGRAM CONSISTING OF SEED 

CAPITAL AND RESEARCH AND DEVELOPMENT PROJECTS; TO ESTABLISH 

PRIORITIES AND GENERAL CRITERIA UNDERLYING THE LOAN PROGRAM; 

TO ESTABLISH GOALS AND SPECIFIC CRITERIA FOR SEED CAPITAL 

AND RESEARCH AND DEVELOPMENT PROJECT LOANS; TO ESTABLISH THE 

REQUIREMENTS AND PAYBACK PROVISIONS OF SEED CAPITAL AND 

RESEARCH AND DEVELOPMENT PROJECT LOAN AGREEMENTS; TO PROVIDE 

FOR PAYBACK; TO PROVIDE RULEMAKING AUTHORITY FOR THE 

AGRICULTURE DEVELOPMENT COUNCIL; AMENDING SECTIONS 90-9-103, 

90-9-202, 90-9-301, 90-9-302, 90-9-306, 90-9-307, AND 

90-9-401, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 9] grants rulemaking authority to the Montana 

agriculture development council to implement the 

agricultural development project loan program~ 

It is the legislature's intent that the council adopt 

rules: 

(l) governing the conduct of council business; 

(2) establishing application procedures that, at a 
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minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act; 

(3) establishing procedures to be followed by. the 

council in its review process prior to making an 

agricultural development project loan; 

(4) establishing postdisbursement activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

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

NEW SECTION. Section 1. General critf!ria underlying 

agricultural development project loans. The council may make 

an agricultural development project loan only upon a 

favorable determination that the proposed 

development project: 

agricultural 

{1) is consistent with the findings and purposes of 

the act because it incorporates innovative agricultural 

technology; 

(2) has prospects for collaboration between the public 

and private sectors of the state•s economy; 
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(3) has prospects for achieving commercial success and 

for creating new jobs in the state; 

(4) has potential for commercial success related to 

the specific product, process, or 

methodology proposed: 

(5) can provide matching funds: 

(6) has potential to benefit 

business; 

business development 

existing agricultural 

(7) can be reasonably expected to provide an economic 

return within a reasonable period of time; 

(8) involves processing or adding value to 

agricultural products produced in the state; and 

(9) has a management structure that allows ongoing 

postdisbursement involvement by the council. 

NEW SECTION. Section 2. Seed capital projects 

program goals. (1) The council may make a seed capital 

project loan to a seed capital project if it determines that 

the project meets the loan criteria established in [sections 

1 and 3] and further determines that the project meets the 

goals established in subsection (2) and involves development 

and commercialization of innovative agricultural products or 

processes. 

(2) The goals of this program are: 

(a) to assist in the development of innovative 

techno~ogy in the state by providing a source of capital to 
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the agricultural-based sector of the state's economy; 

(b) to provide financing and follow-along management 

support for agricultural businesses in the state that are 

attempting to develop agricultural products 

based on innovative technologies; and 

{c) to provide a liaison between 

businesses in the state and investors in 

or processes 

agricultural 

an effort to 

enhance the pool of capital available to agricultural 

businesses in the state. 

NEW SECTION. Section 3. Specific criteria for seed 

capital project loans. The council may make a seed capital 

project loan only if it determines that the proposed project 

complies with the criteria and goals set forth in {sections 

1 and 2] and further determines that: 

(l) the project develops or 

agricultural products or processes 

significant competitive advantage; 

employs 

that 

innovative 

promise a 

(2) the project requires financing that is not 

available from conventional lending sources; 

(3) the project provides an opportunity to preserve 

the principal of the loan amount and to earn a monetary 

return; 

(4) the company is located or preparing to locate 

within the state: 

(5) the project demonstrates a capacity to diversify 
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or add value to the state's agricultural businesses; 

(6) the company's management team possesses sufficient 

agricultural business experience: 

{7) the company has potential for creating and 

retaining jobs and stimulating tax revenue growth in the 

state; 

{8) the company's agricultural product or process is 

targeted for a commercial market; 

(9) the company's product or process is of sufficient 

quality to significantly impact the target market; and 

(10) if applicable, the company•s business plan is 

designed to provide financing, marketing, and production 

milestones to accomplish the proposed commercialization. 

NEW SECTION. Section 4. Research and development 

project program goals. (1) The council may make a 

research and development project loan if it determines that 

the project meets the loan criteria established in {sections 

1 and 5) and further determines that the project meets the 

goals established in subsection (2). 

(2) The goals of this program are: 

{a) to significantly upgrade existing 

research capabilities within the state's 

development institutions and organizations: 

(b) to provide financial support to 

agricultural 

research and 

individual 

research projects that have significant potential to advance 
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development of agricultural business in the state; 

(c) to facilitate the process of transferring research 

from the laboratory to the commercial marketplace: 

(d) to provide financial support for the development 

of advanced research capabilities within the state's 

university system through the acquisition of facilities, 

equipment, or personnel: 

(e) to facilitate the flow of information to 

agricultural-based businesses in the state in order to 

assist those businesses in reaching their full commercial 

potential; or 

(f) to improve the information and resources dvailable 

to the state's agricultural businesses invJlved in 

commercialization of innovative agricultural products and 

processes. 

NEW SECTION. Section 5. Specific criteria for 

research and development project loans. The council may make 

a research and development project loan only if it 

determines that the proposed project substantially complies 

with the criteria and goals set forth in [sections 1 and 4] 

and further determines that the project: 

(1} has the potential to diversify or add value to the 

state's agricultural economy; 

(2) demonstrates a clear path to commercial 

development of the research results within the state: 
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(3) involves university system research participation, 

if appropriate; 

(4) employs or otherwise takes advantage of existing 

research and development strengths within the state's 

university and private research establishment; 

(5) involves a realistic and achievable 

project design; 

~:esearch 

(6) develops or employs innovative agricultural 

products or processes; and 

(7) is located within the state. 

NEW SECTION. Section 6. Agricultural development 

project loan agreeaent -- contents council decisions 

final. (1) If the council determines that an agricultural 

development project meets the criteria established in the 

act and has complied with the applicable procedures and 

review processes established by the council, the council may 

enter into an agricultural development project loan 

agreement with the company and authorize the disbursement of 

funds to the company. 

(2) The loan agreement, at a minimum, must contain the 

following provisions: 

(a) the project budget; 

(b} the financing, marketing, and production 

milestones for the project that describe project tasks to be 

achieved at designated times in each area; 
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(c) the reporting requirements, including but not 

limited to: 

·(i) financial statements to be submitted on at least 

an annual basis as determined by the council; 

(ii) quarterly commercialization progress reports; 

(iii) annual reports; and 

(iv) reports on any significant project transactions; 

the disbursement schedule for the loan; 

the payback to the council; 

(d) 

(e) 

(f) the causes for loan revocation, suspension, or 

termination; and 

(g) the intellectual property provisions. 

(3) All decisions of the council are final and are not 

subject to the contested case provisions of Title 2, chapter 

4. 

NEW SECTION. Section 7. Seed capital project loan 

agreement --specific loan requirements-- payback. (l) In 

addition to the loan requirements of {section 6], a seed 

capital project loan must be structured as contracted debt, 

including but not limited to the following terms: 

(a) an interest rate set at a level that provides for 

a return to the council, from paybacks by all of its 

portfolio companies, an amount at least equal to the 

principal amount of the loan and that provides for a market 

rate of return when considering the overall benefit to the 
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state derived from the projects; 

(b) a provision in the note that may defer debt 

service until maturity of the note, the term of which may 

not exceed 8 years; 

(c) a loan amount that may not exceed $50,000 in any 

one round of financing. Successive rounds of financing in 

which the council participates for any one company may not 

occur within a 9-month period. The total amount that may be 

loaned to any one company may not exceed $150,000. 

(d} a provision that the note becomes due in full upon 

dissolution or liquidation of the company; 

{e) a provision that the company will provide the 

lender with a second priority security interest in all of 

the equipment used in the company's business, accounts 

receivable, and inventory to secure repayment of the loan; 

(f) a provision that the priority security interest in 

the company's assets referred to in subsection {l)(e) will 

be evidenced by appropriate forms required to secure the 

assets as provided in Title 30, chapter 9. 

(2) In addition to the provisions in [section 6] and 

subsection 11) of this section, a seed capital project loan 

agreement may provide for any of the following: 

(a) a convertible debenture; 

(b) a warrant held by the council; or 

(c) a warrant held by a third party for the benefit of 
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the council. 

NEW SECTION. Section 8. Researcll and development 

project loan agreement -- specific loan requirements -­

payback. In addition to the loan requirements of [section 

6), a research and development project loan agreement must 

be structured as contracted debt, including but not limited 

to the following terms: 

(1) The agreement must include provisions calling for 

a payback of two times the original loan amount, ?aid as a 

percentage of the income stream derived from the sale or 

other commercialization of products or processes developed 

with the council's financing. This percentage rate may not 

exceed 5\. 

(2) The payback for an agricultural technology 

transfer and assistance project loan may be made pursuant to 

subsection (1) or may be realized in terms of indirect 

benefits related to the goals and criteria of the act. No 

more than 10% of the council's funds designated for research 

and development in any one fiscal year may be used for 

agricultural technology transfer and assistance loans. 

~J::W SECTION. Section 9. Rulemaking. The council shall 

adopt rules necessary to implement the provisions of this 

chapter, including but not limited to rules: 

(l) governing the conduct of council business; 

12} establishing application procedures that, at a 
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minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act; 

(3) establishing procedures to be followed by the 

council in its review process prior to making an 

agricultural development project loan; 

(4) establishing postdisbursement activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

Section 10. Section 90-9-103, MCA, is amended to read: 

•go-9-103. Definitions. As used in this chapter, the 

following definitions apply: 

1..!..L "Act" means the Montana Growth Through Agriculture 

Act. 

ti"till "Agricultural business" means an enterprise 

engaged in the production, processing, marketing, 

distribution, or exporting of agricultural products. The 

term includes any related business the primary function of 

which is providing goods or services to ~~eh an agricultural 

enterprise. 

1ll_~~ricultural development project" means either a 
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seed capital or research and development project designed to 

discover, develop, transfer, use, or commercialize existing 

or new agricultural products or processes in order to 

strengthen and enhance agricultural economic development in 

the state. 

(4) 11 Agricultural development project loan agreement,. 

or 1'loan" means an agreement entered into between the 

council and the loan recipient of a seed capital project 

loan or a research and development p~oject loan that: 

~eates a debt relationship between the parties; 

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

(c) provides economic development potential to the 

state; and 

(d) contains various provisions and terms as required 

by the act. 

~Company 11 means a natural person, firm, 

part~ership, corporation, association, or. other entity 

authorized to conduct business in the state. 

{6) "Convertible debenture" means a debenture 

~~~~i~le into stock under certain conditions by an 

individual or company, but not by the council. 

trtm 11 Council" means the Montana agriculture 

development council established in 2-15-1817. 

(8) 11 Debenture'• or 11 00te•• means a writing or 

certificate issued as evidence of debt. 
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(9) "Department" means the department of eomme~ee 

AGRICULTURE established in %-i5-i89i 2-15-3001. 

( 10) "Expansion capital project" means an agr icultu_ral 

technology development project undertaken to enable an 

individual or a company to expand its manufactu~ing and 

marketing activities in order to move its agricultural 

products or services into new markets or to expand existing 

markets. 

( 11) "Innovative agricultural technology" means the 

involvement of an agricultural product or process that 

embodies the use of im~~ments, machinery, equipment, 

chemical formulations, resources, materials, methods, or 

other items in a manner that departs from previous 

commercial developments, practices, o~ applications. 

t3t~ "Investment" means an award of money, with or 

without repayment requirements, for the purposes provided 

for in thts-ehapter 90-9-302 and 90-9-401. 

(13) "Matching funds•• means the funds received in cash 

by the agricultural development project loan recipient from 

nonstate appropriated sources and contributed by the loan 

recipient to the project in an amount that is at least equal 

to the funds loaned to the recipient by the council for use 

in the agricultural development project. 

(14) "Portfolio company" means a startup or expansion 

stage comE~Oy that has received a seed capital project loan 
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from the council. 

(15) "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. 

( 16) "Research and development project" means an 

agricultural development project that falls into the 

category of applied technology research or agricultural 

technology transfer and assistance. 

(17} "Resear:_ch and development project loan" means an 

agricultural development project loan agreement entered into 

between the council and a loan recipient for a research and 

development project. 

(18) "Seed capital project" means 

expansion capital project. 

a s~artup or 

(19) "Seed capital _ _E_!oject loan 11 means an agricultural 

development project loan entered into between the council 

and a loan recipient for a seed c~pital project. 

(20) "State" means the state of Montana~ 

11_1:~ ":J'echnology transfer and assistance project" means 

an agricultural development proje~~_that: 

(a) transfers technology research from the laboratory 

to the marketplace; or 

(b) provides better access and exposure to business 

development assistance or information for researchers or 
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early-st~ge agricultural businesses that commercialize 

agricultural technology products. 

( 22} '"Warran-t" means an instrument issued by a 

corporation giving a holder other than the council the right 

to purchase stock of a corporation at a fixed price
1 

either 

for a limited time or perpetually." 

Section 11. Section 90-9-202, MCA, is amended to read: 

•go-9-202. Powers and duties of the council. The 

council shall: 

{1) establish policies and priorities to enhance the 

future development of agriculture in Montana; 

(2) make investments or loans ------ ln agricultural 

development projects that have a short- or long-term ability 

to stimulate agriculture development and diversification in 

Montana, including but not limited to: 

ja) seed capital ewerds loans for development and 

commercialization of new products and processes; 

(b) agricultural business incubators: 

(c) foreign and domestic market development 

activities; 

(d) applied technological research: and 

{e) agricultural technology assistance and transfer; 

and 

(3) accept grants or receive devises of money or 

property for use in making the investments deseribed-ift or 
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loans authorized by this chapter;~ 

t4t--edept-r~±e~-fteee~aary-ee-impiemen~-ehe--provisions 

o£-this-ehapeer,-inelttOinq-bttt-"ot-iim±~ed-to-~~~es~ 

tet--9overninq-the-eondttet-or-eottnei±-b~sinese; 

tet--e3tabi±sh±n9--matehin9--£~nd-reqttiremente-ror-seed 

eapitai-±nvestment-programs; 

tet--estabi±sh±ng---eriteria---£or---determininq----the 

eiiqib±%±ty-o£-projeets-anrl-pro9rams-£or-in~es~menes;-and 

tdt--e~tab%±sb±ft9--metko0~--or--eommittift9-ettftd~,-types 

~"d-~mo~nts-oE-eees~-retttr~-on--±.,~est~e~ts7--and--types--of 

i:n~eet:ment:s-eo-be-me:O.eo" 

Section 12. Section 90-9-301, MCA, is amended to read: 

"90-9-301. Agriculture seed capital account 

matching funds ---p~eEe~e.,~e~ (1} There is an agriculture 

seed capital account administered by the council. 

(2) The council may invest loan money from the 

agriculture seed capital account to support research 

relating to innovative organizational improvements in 

agricultural businesses and to the commercialization and 

marketing of new agricultural products or agricultural 

production processes. 

t3t--!nveetment~-£rom-the-e:eeottnt-mttst-be-me:tehed-by-at 

%east-an-eqtte:l-e:motlnt-re:±sed-by-the-apprieant--£rem--eottrees 

that-are-not-state-appropriated. 

t4t--Pre£erenee-mttst-be-g±ven~to-applieat±on~-that~ 
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tat--ean--be-reasonab%y-expee~ed-~o-p~ovide-an-eeonomic 

~et~~n-te-~he-a~p~iean~-with±n-a-reesonable-t±me; 

tBt--demonstrate-a-potent±e%-eommereial-vai~e-~o--other 

ent~epreneurs-±n-Montana; 

tct--req~ire--sHeh-a-grant-to-obta±n-addit±ona%-pr±vate 

ee:pi~al:; 

tdt--±n~oYve-proeessinq-or-add±ng-va%tte-to-a9riett~tttrai 

eommod±ties-produced-in-Montana;-or 

tet--~~e~±de-jebe-~hat-w±ll-be-etlbe~a~t±atty-f±lted--by 

current-Montana-residents• 

(3) The council may not make a loan to an agricultural 

development project for which the matching funds have not 

been received. Matching funds are required prior to any 

expenditure of state funds for research and development or 

seed capital projects. The council may accept as matching 

funds those funds received by the loan recipient within 1 

year prior to the execution of t~e loan agreement." 

Section 13. Section 90-9-302, MCA, is amended to read: 

•go-9-302. Agricultural business incubator program 

criteria limitations. {1) There is an agricultural 

business incubator program account in the state special 

revenue fund. The council may invest from the account an 

amount not to exceed $100,000 eaeh in each agricultural 

business ine~eators incubator. The inettbato~~ incubator must 

operate as ~ self-financing business development entities 
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entity, providing such services as training, management 

consultation, accounting, and office space, if necessary, to 

eligible agricultural businesses. Stteh Eligible 

agricultural businesses may include but are not limited to 

marketing cooperatives and associations. 

(2) Investments under this section must be awarded by 

the council, based upon its review of the following 

criteria: 

(a) the potential ability of the applicant to be 

financially self-sufficient; 

{b) identification of businesses or industries 

targeted for development assistance; 

(c) community support for the incubator program; and 

(d) a plan to address business development needs of 

specific user groupsL ~tle~-8s including_ but not limited to 

displaced farmers. 

(3} Investments may be made only in agricultural 

business incubators that are located in different geographic 

areas of the state and that are not located in a 

municipQlity with a population in excess of 15,000 people. 

The municipality or community in which the incubator is 

located must provide funding or contributions oE-a-vai~e--at 

±~ast--three--~~mes--~he-amottHt-oE-the-~nve~tmen~-ttnder-~h+~ 

seet±en on at least a dollar-to-d~llar basis. Contributions 

by applicants may include land, buildings, or professional 

-18- HB 658 
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services ... 

Section 14. section 90-9-306, MCA, is amended to read: 

•go-9-306. Appropriation authority and funding 

prohibited investments. (1) The council has authority to 

accept and expend all funds received by it as grants, 

donations, or other private or public income, including 

amounts repaid as principal and interest on investments made 

by the council. These funds are statutorily appropriated to 

the council as provided in 17-7-502. 

t~t--Ne-iftY@S~ment-may-be-made-in--projeet~--£o~--wh±eh 

mateh±n9--fttn0s-or-part±eipat±on-o£-£~nane±a%-±ntermed±ar±e~ 

is-req~±red-ttftt±%-stteh-fttnds-"a~e-~een-eomm±~tedT 

t3tlll Council members may not personally apply for or 

receive council ~nwe~tmet'!it funds. If an organization with 

which a member is affiliated applies for council funds, the 

member must disclose the nature of the affiliation and may 

not participate in the decision of the council regarding the 

application." 

Section 15. Section 90-9-307, MCA, is amended to read: 

•go-9-307. Accountability. ttt The council shall 

develop independent review and audit procedures to ensure 

that investments and loans made by it are used for the 

purposes identified in its investment and loan agreements. 

t~ t- -'Pl'l:e- -eettt'!ie i 3: J. e-- ~t'!ive: s tment-aq reemen t s -mt~ st:-con.ta i: n 

pr~vieione-eone~dered-neeessary-by-the-eo~neii-t:o-ens~re-the 
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p~oper-iftepeetion-and-re¥i:ew-o~-projeete,-the-attai:ftmen~--of 

p~ojeet--9o~ie7--and--the--~ai:ntenanee-o£-adeqt~ate-fiftane~al 

reeo~ds-by-reei:pi:ents-o£-eoHnei:l-tundso" 

Section 16. Section 90-9-401, MCA, is amended to read: 

"90-9-401. Agricultural marketing enhancement. The 

council shall assist in identification and development of 

new domestic and foreign markets for Montana agricultural 

products. The council shall: 

(l) pi8ee assist in placing one full-time professional 

marketing person in Japan or another Pacific Rim country to 

develop export marketing opportunities in the 

region; 

Pacific 

(2) provide assistance for appropriate trade missions 

of Montana producers, processors, or distributors of 

agricultural products on a cost-share basis: and 

(3) assist in other appropriate means of enhancing 

domestic markets for Montana agricultural products." 

NEW SECTION. Section 17. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this act] is extended to the provisions of 

[this act]. 

NEW SECTION. Section 18. Codification instruction. 

(l) {Sections 1 through 8) are intended to be codified as an 

integral part of Title 90, chapter 9, part 3, and the 

provisions of Title 90, chapter 9, part 3, ~pply to 
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1 [sections 1 through 8]. 

2 (2) [Section 9] is intended to be codified as an 

3 integral part of Title 90, chapter 9, part 2, and the 

4 provisions of Title 90, chapter 9, part 2, apply to [section 

5 9 J. 

6 NEW SECTION. Section 19. Severability. If a part of 

7 [this act} is invalid, all valid parts that are severable 

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

9 act) is invalid in one or more of its applications, the part 

10 remains in effect in all valid applications that are 

11 severable from the invalid applications. 

12 NEW SECTION. Section 20. Effective date. [This act] 

13 is effective on passage and approval. 

-End-
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HOUSE BILL NO. 658 

INTRODUCED BY SWYSGGOD 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ESTABLISH AN 

AGRICULTURAL DEVELOPMENT LOAN PROGRAM CONSISTING OF SEED 

CAPITAL AND RESEARCH AND DEVELOPMENT PROJECTS; TO ESTABLISH 

PRIORITIES AND GENERAL CRITERIA UNDERLYING THE LOAN PROGRAM; 

TO ESTABLISH GOALS AND SPECIFIC CRITERIA FOR SEED CAPITAL 

AND RESEARCH AND DEVELOPMENT PROJECT LOANS: TO ESTABLISH THE 

REQUIREMENTS AND PAYBACK PROVISIONS OF SEED CAPITAL AND 

RESEARCH AND DEVELOPMENT PROJECT LOAN AGREEMENTS; TO PROVIDE 

FOR PAYBACK; TO PROVIDE RULEMAKING AUTHORITY FOR THE 

AGRICULTURE DEVELOPMENT COUNCIL; AMENDING SECTIONS 90-9-103, 

90-9-202' 90-9-301' 90-9-302' 90-9-306' 90-9-307, AND 

90-9-401, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 9) grants rulemaking authority to the Montana 

agriculture development council to implement the 

agricultural development project loan program. 

It is the legislature's intent that the council adopt 

rules: 

(l) governing the conduct of council business; 

(2) establishing application procedures that, at a 
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minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act; 

(3) establishing procedures to be followed by the 

council in its review process prior to making an 

agricultural development project loan; 

(4) establishing postdisbursement activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

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

NEW ~~_f_TION. Section 1. General criteria underlying 

agricultural development project loans. The council may make 

an agricultural development project loan only upon a 

favora'ble determination that the proposed 

development project: 

agricultural 

(1) is consistent with the findings and purposes of 

the act because it incorporates innovative agricultural 

technology; 

{2) has prospects for collaboration between the public 

and private sectors of the state's economy: 
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(3) has prospects for achieving commercial success and 

for creating new jobs in the state; 

(4) has potential for commercial success related to 

the specific product, process, or business development 

methodology proposed; 

(5} can provide matching funds; 

(6) has potential to benefit existing agricultural 

business; 

(7) can be reasonably expected to provide an economic 

ceturn within a reasonable period of time; 

(8) involves processing or adding value to 

agricultural products produced in the state; and 

(9) has a management structure that allows ongoing 

postdisbursement involvement by the council. 

NEW SECTION. Section 2. Seed capital projects 

program 9oals. (l) The council may make a seed capital 

project loan ·to a seed capital project if it determines that 

the project meets the loan criteria established in {sections 

l and 3} and further determines that the project meets the 

goals established in subsection (2) and involves developmeitt 

and commercialization of innovative agricultural products or 

processes. 

( 2) 

(a) 

technology 

The goals of this program are: 

to assist in the development of innovative 

in the state by providing a source of capital to 
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the agricultural-based sector of the state's economy; 

(b) to provide financing and follow-along management 

support for agricultural businesses in the state that are 

attempting to develop agricultural products or processes 

based on innovative technologies; and 

(c) to provide 

businesses in the state 

a 

and 

liaison between 

investors in 

agricultural 

an effort to 

enhance the pool of capital available to agricultural 

businesses in the state. 

NEW SECTION. Section 3. Specific criteria for seed 

capital project loans. The council may make a seed capital 

project loan only if it determines that the proposed project 

complies with the criteria and godls set forth in [sections 

and 2) and further determines thdt: 

(l) the project develops oc 

agricultural products Q[ processes 

significant competitive advantage; 

employs 

that 

innovative 

promise a 

(2) tt1e project requires financing that is not 

available from conventional lending sources; 

(3) the project provides an oppoctunity to preserve 

the principal of the loan amount and to earn a monetary 

return; 

(4) the company is 

within the state; 

(5) the project 

located or preparing to locdte 

demonstrates a L'dpacity to diversify 
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or add value to the state's ggricultural businesses; 

(6) the company's management team possesses sufficient 

agriculturdl business experience; 

(7) the company has potential for creating and 

retaining jobs and stimulating tax revenue growth in the 

state; 

(8) the company's agricultural product or process is 

targeted for a commercial market; 

{9) the company's product or process is of sufficient 

quality to significantly impact the target market; and 

(10) if applicable, the company's business plan is 

designed to provide financing, marketing, and production 

milestones to accomplish the proposed commercialization. 

NEW SECTION. Section 4. Resea<ch and development 

p<oject program goals. (1) The council may make a 

research and development project loan if it determines that 

the project meets the loan criteria established in [sections 

1 and 5) and further determines that the project meets the 

goals established in subsection (2). 

(2) The goals of this program are: 

(a) to significantly upgrade existing agricultural 

research capabilities within the state's research and 

development institutions and organizations; 

(b) to provide financial support to individual 

research projects that have significant potential to arlvance 
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development of agricultural business in the slate; 

lc) to facilitate the proces~ of tratlsterring research 

from the laboratory to the commercial marketplace; 

(d) to provide financial support for the development 

of advanced research capabilities within the state's 

university system through the acquisition of facilities, 

equipment, or personnel; 

(e) to facilitate the flow of information to 

agricultural-based businesses ln the state in order to 

assist those businesses in reaching their full commercial 

potential; or 

(f) to improve the information and resources dvailable 

to the state's agricultural bu~inesses involved in 

commercialization of innovative agricultural products and 

processes. 

NEW SE;!::TIO"!_._ Section 5. Specific criteria fo< 

research and develo~ent project loans. The council may make 

a research and development project loan only if it 

determines that the proposed project sub$tantially complies 

with the criteria and goals set forth 1n [sections land 4] 

and further determines that the project: 

(l) has the potential to diversify or add value to the 

state's agricultural economy; 

(2) demonstrates a clear path to commercial 

develc~ment of the research results within the state: 
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(3) involves university system research participation, 

if appropriate; 

(4) employs or otherwise takes advantage of existing 

r•s•.arch and development strengths within the state's 

university and private research establishment; 

(5) involves a realistic and achievable 

project design; 

research 

(6) develops or employs innovative agricultural 

products or processes; and 

(7J is located within the state. 

NEW SECTION. Section 6. Aqr icultural developaent 

project loan aqreeaent C()ntents council decisions 

final. (1) If the council determines that an agricultural 

development project meets the criteria established in the 

act and has complied with the applicable procedures and 

review pr~cesses established by the council, the council may 

enter into an agricultural development project loan 

a9reemen~ with the company and authorize the disbursement of 

funds to the company. 

'2) ~he loan agreement, at a minimum, must contain the 

followinq pro~isions: 

(a) the project budget; 

(b) the financing, marketing, and production 

milestones for the project that describe project tasks to be 

achieved at designated times in each area; 

-7- HB 658 

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 

HB 0658/02 

(c) the reporting requirements, including but not 

limited to: 

.(i) financial statements to be submitted on at least 

an annual basis as determined by the council~ 

(ii) quarterly commercialization progress reports; 

(iii) annual reports: and 

(ivJ reports on any significant project transactions; 

(d) the disbursement schedule for the loan: 

(e) the payb~ck to the council: 

(f) the caoses for loan cevocation, suspension, or 

termination; and 

(9) 

( 3) 

the intellectual property provisions. 

All d~ci$ions of the council are final and are not 

subject to the cOntested cas~ provisions of Title 2, chapter 

4. 

NEW SECTION. SectiOn 7. Seed capital project toari 

agreement specific loan requirements -- payback. (l) In 

addition to the loan requirements of (sectiOn 61. a se-ed 

capital project loan tnuSt b·e structured as contraCted debt, 

including but not limited to the following terms: 

(a) an interest rate set at a level that provides for 

a return to the council, from paybacks by all of its 

portfolio companies, an amount at least equal to the 

principal amount of the loan and that provides for J:' rftarket 

rate of return when considering the overall benefit to the 
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state derived from the projects; 

(b) a provision 1n the note that may defer debt 

service until maturity of the note, the term of which may 

not exceed 8 years; 

(c) a loan amount that may not exceed $50,000 in any 

one round of financing. Successive rounds of financing in 

which the council participates for any one company may not 

occur within a 9-month period. The total amount that may be 

loaned to any one company may not exceed $150,000. 

{d) a provision that the note becomes due in full upon 

dissolution or liquidation of the company; 

(e) a provision that the company will provide the 

lender with a second priority security interest in all of 

the equipment used in the company•s business, accounts 

receivable, and inventory to secure repayment of the loan; 

(f) a provision that the priority security interest in 

the company's assets referred to in subsection (l)(e) will 

be evidenced by appropriate forms required to secure the 

assets as provided in Title 30, chapter 94 

(2) In addition to the provisions in [section 61 and 

subsection (1) of this section, a seed capital project loan 

agreement may provide for any of the following: 

(a) a convertible debenture; 

(b) a warrant held by the council; or 

(c) a warrant held by a third party for the benefit of 
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the council. 

NEW SECTION. Section 8. Research dnd developeent 

project loan agreement specific loan requirements --

payback4 In addition to the loan requirements of [section 

6), a research and development project loan agreement must 

be structured as contracted debt, including but not limited 

to the following terms: 

(1) The agreement must include provisions calling for 

a paybacK of 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 council's financing. This percentage rate may not 

exceed 5\. 

(2) The payback for an agricultural technology 

transfer and assistanc~ project loan may be made pursuant to 

subsection (l) or may be realized in terms of indirect 

benefits related to the goals and criteria of the act. No 

more than 10% of the council's funds designated for research 

and development in any one fiscal year may be used for 

agricultural technology trdnsfer and assistance loans. 

NEW SECTION. Section 9. Rulemaking. The council shall 

adopt rules necessary to implement the provisions of this 

chapter, including but not limited to rules: 

(1) governing the conduct of council business; 

{2) establishing application procedures that, at a 
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minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act; 

(3) establishing procedures to be followed by the 

council in its review process prior to making an 

agricultural development project loan; 

(4) establishing postdisbursement activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

Section 10. Section 90-9-103, MCA, is amended to read: 

•go-9-103. Definitions. As used in this chapter, the 

following definitions apply: 

(l) "Act" means the Montana Growth Through Agriculture 

~ 

tltill "Agricultural business" means an enterprise 

engaged in the production#' processing, marketing, 

distribution, or exporting of agricultural products. The 

term includes any related business the primary function of 

which is providing goods or services to ~~eh an agricultural 

enterprise. 

~Agricultural development project" means either a 
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seed capital or research and development project designed to 

discover, develop, transfer, use, or commerc1alize existing 

or new agricultural products or processes in order to 

strengthen and enhance agricultural ~conomic devel9pment in 

the state. 

(4) hAgricultural qevelopment project loan agreement" 

or "loan" means an agreemen_~ _entered into between the 

council 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 ~inancial return to the council; 

~ provides economic development potential to the 

state; and 

(d) contains various provisions and terms as required 

by the act. 

( 5) '"Company'" means d natural person, firm, 

partnership, corporation, asso~-!~t:.:LC?.!:!.!..-----.9:.! other entity 

authori_zed to conduct business in ~~--~~dt~_':_ 

til__"_Conve_!"_tible debenturf7" ___ m~n-~ a debenture 

~.!.!._~~!:_!::ible into stock under ___ certain ___ conditions by an 

individual or company, but no~.!!__~_£u~~-~-l_!_~ 

ti!till '"Council" means the Montana a.griculture 

development council established in 2-1~-1817. 

(8} "Debenture" or "!_lC?,~~· medns a -~_r__l__! i 0_9-------...£!. 

certificat_~_is~ued _"!~ ~~-i-~e.!l_~~--of deb_t. 
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(9) "Department" means the department of eeiNfte't'ee 

AGRICULTURE ~5ab1ished in ~-15-±891 2-15-3001. 

(10) "Expansion capital project" means an agricultural 

technology development project undertaken to enable an 

individual or a company to expand its manufacturing and 

marketing activities in order to move its agricultural 

products or services into new markets or to expand existing 

markets. 

(11) "Innovative agricultural technology" means the 

involvement of an agricultural product or process that 

embodies the use of implements, machinery, equipment, 

chemical formulations, resources, materials, methods, or 

other items in a manner that departs fro~ Qrevious 

commercial developments, practices, or applications. 

t3ti!l.l "Investment• means an award of money, with or 

without repayment requirements, for the purposes provided 

for in thi~-ehapter 90-9-302 and 90-9-401. 

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

by the agricultural development project loan recipient from 

nonstate appropriated sources and contributed by the loan 

recipient to the project in an amount that is at least equal 

to the funds loaned to the recipient by the council for use 

in the agricultural development project. 

(14) "Portfolio company" means a startup or expansion 

stage company that has received a seed capital project loan 
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from the council. 

(15) "Private sector" means any entLty or individual, 

not principally a part of or associated with a governmental 

unit, __ that is associated 

activity. 

with or involved in commercial 

1._!_§_1 11 Research and development _project" means an 

agricultural development project that falls into the 

category of applied technology research or agricultural 

technology transfer and assistance. 

(17) "Research and develop~~~t project loan'' means an 

agricultural development project loan agreement entered into 

between the council and a loa~ __ recipient for a research and 

development project. 

(18) "Seed capital project'' means a startup or 

expansion capital project. 

(19) ''Seed capital project loan'' means an agricultural 

development project loan ___ en_ter~d into between the council 

and a loan recipient for a seed capital project. 

ill_l 11 State" means the state of Montana. 

1__~ _ _!} "Technology transfer and assistance project" means 

an agricultural development project that: 

(a) transfers technology researt;h from the laboratory 

to the marketplace; or 

(b) provides better access and ex~~ure to business 

development assista~E~ or informat ior. for rese~cchers or 
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earl~~stage agricultural businesses that commercialize 

agricultural technology products. 

(22) "Warrant" means an instrument issued by a 

corporation giving a holder other than the council the right 

to purchase stock of a corporation at a fixed price, either 

for a limited time or perpetually." 

Section 11. Section 90-9-202, MCA, is amended to <ead: 

•go-9-202. Powers and duties of the council. The 

council shall: 

(1) establish policies and priorities to enhance the 

future development of agriculture in Montana; 

(2) make investments or loans in agricultural 

development projects that have a short- or long-term ability 

to stimulate agriculture development and diversification in 

Montana, including but not limited to: 

ja) seed capital awards loans for development and 

commerCialization of new products and processes; 

(b) agricultural business incubators; 

(c) foreign 

activities; 

and domestic market 

(d) applied technological research; and 

development 

(e) agricultural technology assistance and transfer; 

and 

(J) accept grants or receive devises of money or 

property for use in making the investments d~seri8ed-in ££ 
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loans authorized by this chapter;~ 

t4t--edopt-rtl±es-neeessary-to-impiement-the--provisions 

o£-this-chapter7-ineind~nq-b~t-not-%±m~ted-to-r~l@S~ 

tat--qovern±ng-the-condtlct-of-eotlne~%-bttsiness; 

tbt--estabitshtng--m8tehinq--£und-reqtlirements-for-seed 

capital-investment-programs; 

tct--esto~±ishin9---eriteria---£or---determining-~--the 

eii9ibiiity-o£-pre;eets-and-programs-£or-investments;-and 

tdt--es~a~iishin~--method~--or--eomm~tting-£unds7-types 

aftd-ameaftts-ot-£~es,-~ettlrn-on--inv~stm~~t~7--and--ty~es--er 

iftYI!-stments-to-be-madeo" 

Section 12. Sect ion 90-9-301, MCA, is amended to <ead: 

•go-9-301. Agriculture seed capital account 

matching funds ---prefe~enee. (1) There is an agriculture 

seed capital account administered by the council. 

(2) The council may inv~~t loan money from the 

agriculture seed capital account to support research 

relating to innovative organizational improvements in 

agricultural businesses and to the commercialization and 

marketing of new agricultural products or agricultural 

production processes. 

t3t--fnvestBeftts-£rom-the-aeeount-must-be-matehed-by-at 

%east-an-eqtlai-amouftt-ra~sed·-by-the-~ppiieant--from--soarces 

that-are-net-state-appropriatedo 

t4t--Pre£erenee-must-be-given-to-8pptieat±ons-that~ 
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tat--es n--be- rea !!Otlab ly--e xpee ~e d- ~o-provide-en-e~o tlornie 

re~urn-to-the-app±±eant-w±th±n-8-rea~onabie-time; 

tbt--demonatrate-a-potetl~±a±-eomMereial-va±~e-to--other 

entreprene~rs-itl-Mentana; 

tet--reqcire--sceh-a-qraftt-to-obtain-additional-private 

eapite:l-r 

tdt--invoive-proeessinq-or-addin9-•a%ce-~e-aqriecltural 

eoamo~±ties-prodtteed-in-Montana;-or 

tet--provide-;obs-that-will-be-s~bstantially-t±±led--by 

current-Montana-residents~ 

(3) The council may not make a loan to an agricultural 

development project for which the matching funds have not 

been received. Matching funds are required prior to any 

expenditure of state funds for research and development or 

seed capital projects. The council may accept as matching 

funds those funds received by the loan recipient within 1 

year prior to the execution of the loan agreement." 

Section 13. Section 90-9-302, MCA, is amended to read: 

•go-9-302. Aqricultural business incubator prograa 

criteria -- limitations. (1) There is an agricultural 

business incubator program account in the state special 

revenue fund. The council may invest from the account an 

amount not to exceed $100,000 eaeh in each agricultural 

business ~ne~baters incubator. The ±nettbaters incubator must 

operate as ~ self-financing business development ent~ties 
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entity, providing such servi~e~ as trgining, management 

consultation, accounting, and office spolce.!__i_~t ~~~~~~sary, to 

eligible agricultural businesses. Snch E:_!igib1e 

agric_ultural businesses may include but are not limited to 

marketing cooperatives and associations. 

12) Investments under this section must be awarded by 

the council, based upon its rev1ew of the following 

criteria: 

(a} the potential ability of the applicant to be 

financially self-sufficient; 

(b) identification of businesses or industries 

targeted for development assistance; 

(c) community support for the incubator program~ and 

{d) a plan to address business development needs of 

specific user groupsL such-o~ including but ~ot limited to 

displaced farmers. 

{3) Investments may be made only in agricultural 

business incubators that are located in different geographic 

areas of the state and that are not located in a 

municipality with a population in excess of 15,000 people. 

The municipality or community in which the incubator is 

located must provide funding or contributions ot-a-vaitte--~t 

iee~t--three--t~mes--the-amottne-o£-th~-inve~tment-tlftder-this 

seetien on at least a dollar-to-dollar basis. Contributions 

by applicants may include land, buildings, or professional 
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services." 

Section 14. section 90-9-306, MCA, is amended to read: 

R90-9-306. Appropriation authority and funding 

prohibited investments. (1) The 

accept and expend all funds 

donations, or other private or 

council 

received 

public 

has authority to 

by it as grants, 

income, including 

amounts repaid as principal and interest on investments made 

by the council. These funds are statutorily appropriated to 

the council as provided in 17-7-502. 

tit--Ho-%nYestment-may-be-made-~n--prejeets--£or--wh±eh 

mateftin9--£dnds-or-partieipetien-o£-finene~ai-intermediaries 

is-req~ired-un~i%-sueh-funds-have-~een-eemmitted. 

t3ti!l Council members may not personally apply for or 

receive council invee~ment funds. If an organization with 

which a member is affiliated applies for council funds, the 

member must disclose the nature of the affiliation and may 

not participate in the decision of the council re9arding the 

application." 

Section 15. Section 90-9-307, MCA, is amended to read: 

"90-9-307. Accountability. tit The council shall 

develop independent review and audit procedures to ensure 

that investments and loans made by it are used for the 

purposes identified in its investment and loan agreements. 

tit--~he--eeuneil~e--inveetment-a9reemente-mus~-eenta1:n 

pr~v~sione-eonsidered-neeessary-by-the-eoune~%-to-ensure-the 
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proper-inspection-and-review-oE-projeets,-ene-attainment--of 

projeet--~oars,--and--the--maintenance-ot-adeqttate-rinaneial 

reeord.s-by-ree1:p1:ent.:~-o£-eottftei~-£ttnds•" 

Section 16. Section 90-9-401, MCA1 is amended to read: 

"90-9-401. Agricultural marketing enhancement. The 

council shall assist in identification and development of 

new domestic and foreign markets for Montana agricultural 

products. The council shall: 

(1) p~8ee assist in placing one full-time professional 

marketing 

develop 

region; 

person in Japan or another Pacific Rim count~y to 

export marketing opportunities 1n the Pacific 

(2) provide assistance for appropriate trade missions 

of Montana producers, processors, or distributors of 

agricultural products on a cost-share basis; and 

(3) assist in other appropriate means of enhancing 

domestic markets for Montana agricultural products.•• 

NEW SECTION. Section 17. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisio11S of [this act] is extended to the provisions of 

[this act}. 

NEW SECTION. Section 18. Codification instruction. 

(1) (Sections 1 through 8) are intended to be codified as an 

integral part of Title 90, chapter 9, part ] 1 and the 

provisions of 'fitle 90, chapter 9, part 3 1 apply to 
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1 [sections 1 through 8]. 

2 (2) [Section 'J} is intended to be codified as an 

3 integral part of Title 90, chapter 9, part 2, and the 

4 provisions of Title 90, chapter 9, part 2, apply to (section 

5 91. 

6 NEW SECTION. Section 19. Severability. If a part of 

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

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

9 act} is invalid in one or more of its applications, the part 

10 remains in effect in all valid applications that are 

11 severable from the invalid applications. 

12 NEW SECTION. Section 20. Effective date. [This act] 

13 is effective on passage and approval. 

-End-
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SENATE STANDING COMMITTEE REPORT 

!larch 3, 1989 

HR. PRESIJENT: 
We, ·rour comm1:.<:.ee on Agriculture, .Livest..:Jck, :md :::rr1gat1on, 

hav1n; had under cons1derat1on HB 658 (third reading copy-- blue), 
respectfully report ~hat HB 658 be amended and as so amended be 
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AND AS AMENDED BE CONCURRED IN 

Signed: 

Sponsor: Swysgood (Jergeson) 

SENATE 
scrhb658.303 

riB t,rf' 



51st Legislature HB 0658/03 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HOUSE BILL NO. 658 

INTRODUCED BY SWYSGOOD 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ESTABLISH AN 

AGRICULTURAL DEVELOPMENT LOAN PROGRAM CONSISTING OF SEED 

CAPITAL AND RESEARCH AND DEVELOPMENT PROJECTS; TO ESTABLISH 

PRIORITIES AND GENERAL CRITERIA UNDERLYING THE LOAN PROGRAM; 

TO ESTABLISH GOALS AND SPECIFIC CRITERIA FOR SEED CAPITAL 

AND RESEARCH AND DEVELOPMENT PROJECT LOANS; TO ESTABLISH THE 

REQUIREMENTS AND PAYBACK PROVISIONS OF SEED CAPITAL AND 

RESEARCH AND DEVELOPMENT PROJECT LOAN AGREEMENTS; TO PROVIDE 

FOR PAYBACK; TO PROVIDE RULEMAKING AUTHORITY FOR THE 

AGRICULTURE DEVELOPMENT COUNCIL; AMENDING SECTIONS 90-9-103, 

90-9-202, 90-9-301, 90-9-302, 90-9-306, 90-9-307, AND 

90-9-401, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

(section 9) grants rulemaking authority to the Montana 

agriculture development council to implement the 

agricultural development project loan program. 

It is the legislature's intent that the council adopt 

rules: 

(1) governing the conduct of council business; 

(2} establishing application procedures that, at a 
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minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act: 

(3) establishing procedures to be followed by the 

council in its review process prior to making an 

agricultural development project loan; 

(4) establishing postdisbursement activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

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

NEW SECTION. Section 1. General criteria underlying 

agricultural development project loans. 'I'he counci 1 may make 

an agricultural development project loan only upon a 

favorable determination that the proposed agricultural 

development project: 

(1) is consistent with the findings and purposes of 

the act because it incorporates innovative agricultural 

technology; 

(2) has prospects for collaboration between the public 

and private sectors of the state's economy; 
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(3) has prospects for achieving commercial success and 

for creating new jobs in the state; 

(4) has potential for commercial success related to 

the specific product, process, or business development 

methodology proposed; 

( 5) 

(6) 

can provide matching funds; 

has potential to benefit existing agricultural 

business; 

(7) can be reasonably expected to provide an economic 

return within a reasonable period of time; 

(8) involves processing or adding value to 

agricultural products produced in the state; and 

(9) has a management structure that allows ongoing 

postdisbursement involvement by the council. 

NEii SECTION. Section 2. Seed capital projects 

prograa qoals. (l) The council may make a seed capital 

project loan to a seed capital project if it determines that 

the project meets the loan criteria established in [sections 

l and 3] and further determines that the project meets the 

goals established in subsection (2) and involves development 

and commercialization of innovative agricultural products or 

processes. 

(2) The goals of this program are: 

(a) to assist in the development of innovative 

technology in the state by providing a source of capital to 
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the agricultural-based sector of the state•s economy; 

(b) to provide financing and follow-along management 

support for agricultural businesses in the state that are 

attempting to develop agricultural products or processes 

based on innovative technologies; and 

(c) to provide a liaison between agricultural 

businesses in the state and investors in an effort to 

enhance the pool of capital available to agricultural 

businesses in the state. 

NEW SECTION. Section 3. Specific criteria for seed 

capital project loans. The council may make a seed capital 

project loan only if it determines that the proposed project 

complies with the criteria and goals set forth in [sections 

1 and 2] and further determines that: 

(1) the project develops or employs innovative 

agricultural products or processes that promise a 

significant competitive advantage; 

(2) the project requires financing that is not 

available from conventional lending sources; 

(3) the project provides an opportunity to preserve 

the principal of the loan amount and to earn a monetary 

return; 

(4) the company is located or preparing to locate 

within the state; 

(5) the project demonstrates a capacity to diversify 
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or add value to the state's agricultural businesses; 

(6) the company's management team possesses sufficient 

agricultural business experience; 

(7) the company has potential for creating and 

retaining jobs and stimulating tax revenue growth in the 

state; 

(B) the company's agricultural product or process is 

targeted for a commercial market; 

(9) the company's product or process is of sufficient 

quality to significantly impact the target market; and 

{10) if applicable, the company's business plan is 

designed to provide financing, marketing, and production 

milestones to accomplish the proposed commercialization. 

NEW SECTION. Section 4. 

p['oject pr09ram goals. 

Research and 

(1) The council 

development 

may make a 

research and development project loan if it determines that 

the project meets the loan criteria established in [sections 

1 and 5] and further determines that the project meets the 

goals established in subsection (2). 

(2) The goals of this program are: 

(a) to significantly upgrade existing agricultural 

research capabilities within the state 1 s research and 

development institutions and organizations; 

(b) to provide financial support to individual 

research projects that have significant potential to advance 
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development of agricultural business in the state; 

(c) to facilitate the process of transferring res~arch 

from the laboratory to the commercial marketplace: 

(d) to provide financial support for the development 

of advanced research capabilities within the state's 

university system through the acquisition of facilities, 

equipment, or personnel; 

(e) to facilitate the flow 

agricultural-based businesses in 

assist those businesses in reaching 

potential; or 

of information to 

the state in order to 

their full commercial 

to 

(f) to improve the information and resources available 

the state's agricultural businesses involved in 

commercialization of innovative 

processes. 

agricultural products and 

NEW SECTION. Section 5. Specific criteria for 

research and development project loans. The council may make 

a research and development project loan only if it 

determines that the proposed project substantially complies 

with the criteria and goals set forth in [sections 1 and 4} 

and further determines that the project: 

(1) has the potential to diversify or add value to the 

state's agricultural economy; 

(2) demonstrates a clear path to commercial 

development of the research results within the state; 

-6- HB 658 



' 

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 

HB 0658/03 

(3) involves university system research participation, 

if appropriate; 

(4) employs or otherwise takes advantage of existing 

research and development strengths within the state's 

university and private research establishment; 

(5) involves a realistic and achievable 

project design: 

research 

(6) develops or employs innovative agricultural 

products or processesJ and 

(7) is located within the state. 

NEW SECTION. Section 6. Agricultural development 

project loan aqreement contents council decisions 

final. (1) If the council determines that an agricultural 

development project meets the criteria established in the 

act and has complied with the applicable procedures and 

review processes established by the council, the council may 

enter into an agricultural development project loan 

agreement with the company and authori2e the disbursement of 

funds to the company. 

(2) The loan agreement, at a minimum, must contain the 

following provisions: 

(a) the project budget: 

(b) the financing, marketing, and production 

milestones for the project that describe project tasks to be 

achieved at designated times in each area; 
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(c) the reporting requirements, including but not 

limited to: 

(i) financial statements to be submitted on at least 

an annual basis as determined by the council; 

(ii) quarterly commercialization progress reports; 

(iii) annual reports; and 

(iv) reports on any significant project transactions; 

(d) the disbursement schedule for the loan: 

(e) the payback to the council: 

(f) the causes for loan revocation, suspension, or 

termination; and 

(g) the intellectual property provisions. 

(3) All decisions of the council are final and are not 

subject to the contested case provisions of Title 2, chapter 

4. 

NEW SECTION. Section 7. Seed capital project loan 

agreement specific loan requirements-- payback. (1) In 

addition to the loan requirements of {section 6], a seed 

capital project loan must be structured as contracted debt, 

including but not limited to the following terms: 

(a) an interest [ate set at a level that provides for 

a return to the council, from paybacks by all of its 

portfolio companies, an amount at least equal to the 

principal amount of the loan and that provides for a market 

rate of return when considering the overall benefit to the 
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state derived from the projects; 

(b) a provision in the note that may defer debt 

service until maturity of the note, the term of which may 

not exceed 8 years; 

(C) a loan amount that may not exceed $50,000 in any 

one round of financing. Successive rounds of financing in 

which the council participates for any one company may not 

occur within a 9-month period. The total amount that may be 

loaned to any one company may not exceed $150,000. 

(d) a provision that the note becomes due in full upon 

dissolution or liquidation of the company; 

(e) a provi~ion that the company will provide the 

iende~ COUNCIL with a second priority security interest in 

all of the equipment used in the company 1 s business, 

accounts receivable, and inventory to secure repayment of 

the loan; 

(f) a provision that the priority security interest in 

the company's assets referred to in subsection (l)(e) will 

be evidenced by appropriate forms required to secure the 

assets as provided in Title 30, chapter 9. 

(2) In addition to the provisions in [section 6) and 

subsection (1) of this section, a seed capital project loan 

agreement may provide for any of the following: 

(a) a convertible debenture; 

(b) a warrant held by the council~ or 
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(c) a warrant held by a third party for the benefit of 

the council. 

NEW SECTION. Section 8. Research and development 

project loan agreement specific loan requirements --

payback. In addition to the loan requirements of [section 

6], a research and development project loan agreement must 

be structured as contracted debt, including but not limited 

to the following terms: 

(1) The agreement must include provisions calling for 

a payback of 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 council's financing. This percentage rate may not 

exceed 5%. 

(2) The payback for an agricultural technology 

transfer and assistance project loan may be made pursuant to 

subsection {1) or may be realized in terms of indirect 

benefits related to the goals and criteria of the act. No 

more than 10\ of the council's funds designated for research 

and development in any one fiscal year may be used for 

agricultural technology transfer and assistance loans. 

NEW SECTION. Section 9. Rulemaking. The council shall 

adopt rules necessary to implement the provisions of this 

chapter, including but not limited to rules: 

(1) governing the conduct of council business; 
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(2) establishing application procedures that, at a 

minimum, require the submittal of an executive summary for 

an agricultural development project loan, a business plan 

for a seed capital project loan, a research and development 

project proposal for a research and development project 

loan, and other documents necessary to meet the criteria 

established in the act; 

(3) establishing procedures to be followed by the 

council in its review process prior 

agricultural development project loan; 

(4) establishing postdisbursement 

to making an 

activities that 

describe the ongoing involvement or follow-along management 

of the council that may be required in an agricultural 

development project loan agreement. 

Section 10. Section 90-9-103, MCA, is amended to read: 

•go-9-101. Definitions. As used in this chapter, the 

following definitions apply: 

(1) "Act" means the Montana Growth Through Agriculture 

Act. 

tltlli ''Agricultural business'' means an enterprise 

engaged in the production, processing, marketing, 

distribution, or exporting of agricultural products. The 

term includes any related business the primary function of 

which is providing goods or services to eHeh an agricultural 

enterprise. 
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(3) "Agricultural development project" means e~ther a 

seed capital or research and develo~ent project designed to 

discover, develop, transfer, use, or commercialize existing 

or new agricultural products or processes in order to 

strengthen and enhance agricultural economic development in 

the state. 

(4) •Agricultural development project loan agreement" 

or "loan" means an agreement entered into between the 

council 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 council; 

(c) provides economic development potential to ~he 

state; an~ 

{d) contains various provisions and terms as required 

by the act. 

15) "Company" means a natural person, firm, 

partnership, corporation, association, or other entity 

authorized to conduct business in the state. 

~"Convertible debenture" means a debenture 

convertible into stock under certain conditions by an 

individual or company, but not by the council. 

titill •council" means the Montana agriculture 

development council established in 2-15-1817. 

(8) "Debenture• or "note" means a writing or 
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certificate issued as evidence of debt. 

( 9) "Department'' means the department of eo!IUileree 

AGRICULTURE established in %-i5-i88i 2-15-3001. 

(10} "Expansion capital project" means an agricultural 

technology development project undertaken to enable an 

individual or a company to expand its manufacturing and 

marketing activities in order to move its agricultural 

products or services into new markets or to expand existing 

markets. 

(11) "Innovative agricultural technology" means the 

involvement of an agricultural 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. 

t3ti..!1l "Investment" means an award of money, with or 

without repayment requirements, for the purposes provided 

for in this-ehapter 90-9-302 and 90-9-401. 

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

by the agricultural development project loan recipient from 

nonstate appropriated sources and contributed by the loan 

recipient to ·the project in an amount that is at least equal 

to the funds loaned to the recipient by the council for use 

in the agricultural development project. 

(14) 11 Portfolio company'* means a startup or expansion 
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stage company that has received a seed capital project loan 

from the council. 

(15) '*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. 

(16) "Research and development project" means an 

agricultural development project that falls into the 

category of applied technology research or agricultural 

technology transfer and assistance. 

( 17) "Research and development project loan 11 means an 

agricultural development project loan agreement entered into 

between the council and a loan recipient for a research and 

development project. 

( 18 )_ "S~~d ___ ~pi t~). _2_~0jf!!..s_t" _rr_teans a startup or 

expansion capital project. 

(19) "Seed capital project loan 11 means an agricultural 

development project loan entered into between the council 

and a loan recipient for a seed capital projec~. 

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

(21) 11 Technoloqy transfer and assistance project" means 

an agricultural development project that: 

(a) transfers technology research from the laboratory 

to the marketplace; or 

(b) provides better access and exposure to business 
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development assistance or information for researchers or 

&arly-atage agricultural busines.ses that commercialize 

agricultural technology products. 

422) "Warrant•• means an instrument issued by a 

corporation giving a holder other than the council the right 

to purchase stock of a corporation at a fixed price, either 

for a limited time or perpetually." 

Section 11. Section 90-9-202, MCA, is amended to read: 

"90-9-282. Powers and duties of the council. The 

council shall: 

(1) establish policies and priorities to enhance the 

future development of a.g:riculture in Montana; 

(2) make investments or loans in agricultural 

development projects that have a short- or long-term ability 

to stimulate agriculture development and diversification in 

Montana, including but not limited to: 

(a) seed capital awards loans for development and 

commercialization of new products and processes; 

(b) agricultural business incubators; 

( c I foreign 

activities; 

and domestic market 

(d) applied technological research; and 

development 

(e) agricultural technology assistance and transfer; 

and 

(3) accept grants or receive devises of money or 
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property for use in making the investments deseribed-in or 

loans authorized by this chapter~~ 

t4t--adop~-r~~~S-ft~e~ssary-~e-impleme"~-~he--provisions 

o£-this-ehapter7-iftei~din~-D~~-ftee-limited-~o-rtt%e~~ 

tat--~overfting-the-eoftdtte~-o£-eottneit-b~siness~ 

tbt--estabiishiftg--ma~efting--£ttnd-reqttiremeft~s-£or-seed 

eapital-inyestmeftt-programs~ 

tet--es~abiishing---criteria---for---aeeermining----the 

eiigibi%ity-o.E-pro;ee.ts-an.d-pr..ogr-ams-for-inve~tment:s;-aftd: 

tdt--estaeiishing--methods--of--committinq-f~nds,-types 

and-amott~te-o£-£ees;-~et~rft-on--inv~stmenes,--a"d--types--of 

invest:meftts-to-be-ude•u 

Section 12. Section 90-9-301, MCA, is amended to read: 

"90-9-301. Agriculture seed capital account 

matching funds ---p'l"efe!'enee. ( 1) There is an agricul tur_e 

seed capital account administered by the council. 

( 2) The council may invest loan money from the 

agricult~re seed capital 

relating to innovative 

account to 

organizational 

support research 

improvements in 

agricultural businesses and to the commercialization and 

marketing of new agricultural products or agricultural 

production processes. 

t3t--investment:s-from-~fte-aeeottne-mdst-be-matehed-~y-ae 

ieast-an-eq~al-amouftt-raised-by-tfte-appiieant--E~om--soureee 

that-are-not:-state-a~pt'opriat:edo 
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t4t--P~e£e~enee-m~~~-be-9iven-to-app%iea~iene-tha~~ 

tat--ean--be-reasonab%y-expeeted-te-prev~de-an-economie 

ret~rn-te-the-appiicant-within-a-reasonab±e-time~ 

tbt--demonstrate-a-petential-eommereiai-~a%~e-to--other 

entreprene~rs-in-Mentana; 

tet--req~ire--stteh-a-9rant-to-obtain-add~tional-private 

capital; 

tdt--invo%ve-proeeesing-or-adding-va%tte-to-agriettltttral 

eommoditiee-predtteed-in-Montana;-or 

t~t--prov±de-;obs-that-w±ii-be-stlbstant±arly-r±%%ed--by 

e~rrent-Montana-resieente. 

(3) The council may not make a loan to an agricultural 

development project for which the matching funds have not 

been received. Matching funds are required prior to any 

expenditure of state funds for research and development or 

seed capital projects. The council may accept as matching 

funds those funds received by the loan recipient within 1 

year prior to the execution of the loan agreement.M 

Section 13. Section 90-9-302, MCA, is amended to read: 

"90-9-302. Agricultural business incubator program 

criteria limitations. (1) There is an agricultural 

business incubator program account in the state special 

revenue fund. The council may invest from the account an 

amount not to exceed $100,000 eseh in each agricultural 

business ifte~bato~s incubator. The i~e~ba~ore incubator must 

-17- HB 658 

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 

HB 0658/03 

operate as ! self-financing business development en~~~ies 

entity, providing such services as training, management 

consultation, accounting, and office space, if necessary, to 

eligible agricultural businesses. Sttek Eligible 

agricultural businesses may include but are not limited to 

marketing cooperatives and associations. 

(2) Investments under this section must be awarded by 

the council, based upon its review of the 

criteria: 

following 

(a) the potential ability of the applicant to be 

financially self-sufficient; 

(b) identification of businesses or industries 

targeted for development assistance; 

(c) community support ~or the incubator program; and 

(d) a plan to address business development needs of 

specific user groupsL s~ek-as including but not limited to 

displaced farmers. 

(3) Investments may be made only in agricultural 

business incubators that are located in different geographic 

areas of the state and that are not located in a 

municipality with a population in excess of 15,000 people. 

The municipality or community in which the incubator is 

located must provide funding or contributions er-a-va~~~--a~ 

ieast--~hr~e--~im~e--~he-amott~t-of-~he-~~vestm~nt-~nd~r-this 

seet~o~ on at least a dollar-to-dollar basis. Contributions 
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by applicants may include land, buildings, o~ professional 

services." 

Section 14. Section 90-9-306, MCA, is amended to read: 

"90-9-306. Appropriation authority and funding 

prohibited investments. (1) The council has authority to 

accept and expend all funds received by it as grants, 

donations, or other private or public income, including 

amounts repaid as principal and interest on investments made 

by the council. These funds are statutorily appropriated to 

the council as provided in 17-7-502. 

t~t--Ne-investment-may-he-m8d~-in--p~e;eets--£or--whieh 

matehing--fnnds-or-partieipa~ion-ef-finaneiai-intermediaries 

is-req~ired-bntii-sueh-Ettnds-have-been-eemmittedo 

t3tl1} Council members may not personally apply for or 

receive council inves~ment funds. If an organization with 

which a member is affiliated applies for council funds, the 

member must disclose the nature of the affiliation and may 

not participate in the decision of the council regarding the 

application.'' 

Section 15. Section 90-9-307, MCA, l s amended to read: 

"90-9-307. Accountability. tit The council shall 

develop independent review and audit procedures to ensure 

that investments and loans made by it are used for the 

pu~poses identified in its investment and loan agreements. 

trt--~fte--eo~fte~~i~--investment-sgreemeftts-m~st-eontsin 
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previsiens-eonsidered-neeessary-by-the-ee~nei%-to-ensttre-the 

proper-inspectien-and-review-e£-pre;ee~s7-the-attainment--o£ 

pre;eet--goa%~7--aft~--~h~--maiftteftane~-e!-adeq~ate-finafteial 

reeer~s-~y-ree~p~ents-of-ee~fteii-f~nds•" 

Section 16. Section 90-9-401, MCA, is amended to read: 

•go-9-401. A9ricultural marketing enhancement. The 

council shall assist in identification and development of 

new domestic and foreign markets for Montana agricultural 

products. The council shall: 

(1) plae~ assist in placing one full-time professional 

marketing person in Japan or another Pacific Rim country to 

develop export marketing opportunities in the Pacific 

region; 

(2) provide assistance for appropriate trade missions 

of Montana producers, processors, or distributors of 

agricultural products on a cost-share basis; and 

(3) assist in other appropriate means of enhancing 

domestic markets for Montana agricultural products. 11 

NEW SECTION. Section 17. Extension of authority. Any 

existing authority to make rules on 

provisions of [this act) is extended to 

[this act]. 

the subject of the 

the provisions of 

NEW SECTION. Section 18. Codification instruction~ 

(1) [Sections 1 through 8] are intended to be codified as an 

integral part of Title 90, chapter 9, part 3, and the 
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1 provisions of Title 90, chapter 9, part 3, apply to 

2 (sections l through 8]. 

3 (2) [Section 9] is intended to be codified as an 

4 integral part of Title 90, chapter 9, part 2, and the 

5 provisions of Title 90, chapter 9, part 2, apply to [section 

6 9]. 

7 NEW SECTION. Section 19. Severability. If a part of 

8 [this act} is invalid, all valid parts that are severable 

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

10 act} is invalid in one or more of its applications, the part 

11 remains in effect in all valid applications that are 

12 severable from the invalid applications. 

l3 NEW SECTION. Section 20. Effective date. [This act] 

14 is effective on passage and approval. 

-End-
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