
HOUSE No. 835
By Mr. Barrett of Reading, petition of Michael J. Barrett for legisla-

tion to encourage economic development in the energy manufacturing
sector by assisting businesses to create new job opportunities for
residents of the Commonwealth. Energy.

jc Commontoealtt) of iflaKsiacfjiDScttsf

In the Year One Thousand Nine Hundred and Eighty-Four

An Act to encourage economic development in the energy manu-
facturing SECTOR BY ASSISTING BUSINESSES TO CREATE NEW JOB

OPPORTUNITIES FOR RESIDENTS OF THE COMMONWEALTH.

Be it enacted by the Senate ami House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION I. The General Laws are hereby amended by insert-
-2 ing after chapter 40H the following chapter:

4 MASSACHUSETTS ENERGY DEVELOPMENT CORPORATION

5 The following terms as used in this chapter shall have the follow-
-6 ing meanings, except where the context clearly indicates otherwise:

“Board”, the board of directors of Massachusetts Energy Devcl-
-8 opment Corporation (MEDC).
9 “Corporation” or “MEDC”, the Massachusetts Energy Devel-

-10 opment Corporation.
11 “Co-venture”, an investment by the MEDC in qualified securi-
-12 ties of an enterprise in which a substantial investment is also being
13 made or has been made by a professional investor to provide seed
14 capital to an enterprise. A guarantee by MEDC of qualified securi-
-15 ties provided by a professional investor shall be classified as a
16 co-venture. An investment made by MEDC which is a direct
17 investment may later be classified as a co-venture upon such invest-
-18 ment by a professional investor.

3 CHAPTER 401
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19 “Direct investment”, an investment by the MEDC in qualified
20 securities of an enterprise in which no investment is being or has
21 been made by a professional investor to provide seed capital to the
22 enterprise.
23 “Alternative energy company”, any company which is primarily
24 involved with energy sources other than fossil fuels and nuclear
25 power.
26 “Enterprise”, a small business, as defined in chapter forty F, with
27 its principal place of business in Massachusetts and which is or
28 proposes to be engaged in this commonwealth in manufacturing,
29 research and development, or the provision of services in the
30 alternative energy field.
31 “Paid in capital”, all monies received in return for capital stock
32 of the MEDC.
33 “Primary employment”, work which pays at least one and one-
-34 half times the minimum wage as defined in chapter one hundred
35 and fifty-one or as established by federal law, whichever is higher,
36 offers adequate fringe benefits including health insurance, is not
37 seasonal or part-time.
38 “Professional investor”, any bank, bank holding company, sav-
-39' ings institution, trust company, insurance company, investment
40 company registered under the federal investment company act of
41 1940, pension of profit-sharing trust or other financial institution
42 or institutional buyer, licensee under the federal small business
43 investment act of 1958, or any person, partnership or other entity
44 of whose resources a substantial amount is dedicated to investing
45 in securities or debt instruments and whose net worth exceeds two
46 hundred and fifty thousand dollars.
47 “Qualified security”, any note, stock, treasury stock bond.de-
-48 benture, evidence of indebtedness, certificate of interest or partici-
-49 palion in any profit-sharing agreement, preorganization certificate
50 or subscription, transferable share, investment contract, certificate
5 I of deposit for a security, certificate of interest or participation in a
52 patent or application therefor, or in royalty or other payments
53 under such a patent or application, or, in general, any interest or
54 instrument commonly known as a “security” or any certificate lor,

55 receipt for, guarantee of, oroption, warrant or right tosubscribcto
56 or purchase any of the foregoing.
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57 “Seed capital”, financing that is provided for the development,
58 refinement, and commercialization of a product or process and
59 other working capital needs.

1 SECTION 2. Creation; Public Instrumentality, Executive Of-
-2 fice of Manpower Affairs; Board of Directors; Officers and Em-
-3 ployees.
4 There is hereby created a body politic and corporate to be known
5 as the Massachusetts Energy Development Corporation or
6 M EDC. The M EDC is hereby constituted a public instrumentality
7 and the exercise by the MEDC of the powers conferred by this
8 chapter shall be deemed to be the performance of an essential
9 governmental function.

10 The MEDC is hereby placed in the executive office of energy
11 resources but shall not be subject to the supervision or control of
12 said office or of any board, bureau, department or other agency of
13 the commonwealth except as specifically provided in this chapter.
14 The corporation shall be governed and its corporate powers
15 exercised by a board of directors, which shall consist of eleven
16 directors: the secretary of energy resources, the secretary of admin-
-17 istration, one person appointed by the governor who is a cabinet
18 secretary or officer of the commonwealth having experience ap-

-19 propriate to the functions of MEDC, provided that any of the
20 foregoing persons may designate another person from time to time
21 to act in his place for a particular purpose, including the right to
22 attend and vote at a specific meeting of the board, and eight other
23 members appointed by the governor, including persons having
24 skills and experience in the alternative energy field, in providing
25 capital to new, innovative businesses, in starting and operating
26 such businesses, in providing professional services to or otherwise
27 working with such businesses, and in obtaining and administering
28 grants and contracts from governmental and philanthropic
29 sources. Each member appointed by the governor shall serve for a
30 term of five years, except that in making the initial appointments
31 the governor shall appoint three members to serve for one year,
32 three to serve for three years and two to serve for five years. Any
33 member of the board designating an alternate to act in his place
34 shall be responsible for all of such actions of such designee.
35 Any person appointed to fill a vacancy in the office of a member
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36 of the board shall be appointed in a like mannerand shallservefor
37 only the unexpired term of such member. Any member shall be
38 eligible for reappointment. Any member may be removed from his
39 appointment by the governor for cause. The governor shall from
40 time to time designate a member of the board as its chairman.
41 Six of the directors of the corporation shall constitute a quorum
42 and the affirmative vote of six directors shall be necessary forany
43 action to be taken by the board.
44 The members of the board shall serve without compensation,
45 but each member shall be entitled to reimbursement for his actual
46 and necessary expenses incurred in the performance of his official
47 duties.
48 The provisions of chapter two hundred and sixty-eight A shall
49 apply to all directors, officers and employees ofthe M EDC, except
50 that the corporation may invest in, purchase from, sell to, borrow
51 from, loan to, contract with or otherwise deal with any person or
52 entity in which any director of the corporation is in any way
53 interested or involved, provided that such interest or involvement
54 is disclosed in advance to the members of the board and recorded in
55 the minutes of the board and provided, further that no director
56 having such an interest or involvement may participate in any
57 decision of the board relating to such person or entity.
58 The president of the corporation shall be appointed with his
59 salary established by the board and shall serve at the pleasure of the
60 board. The president shall be the chief executive, administrative
61 and operational officer of the corporation and shall direct and
62 supervise administrative affairs and the general management of the
63 corporation. The president may, subject to the general supervision
64 of the board, employ other employees, consultants, agents, legal
65 counsel and advisors, and shall attend meetings of the board.
66 Neither the corporation nor any of its officers, agents, em-
-67 ployees, consultants or advisors shall be subject to the provisions
68 of sections nine A, forty-five, forty-six and fifty-two of chapter
69 thirty, or, to chapter thirty-one, or to the provisions ofchaptertwo
70 hundred of the acts of nineteen hundred and seventy-six.
71 I he board annually may elect one of its members as vice-chair-
-72 man, shall elect a secretary and a treasurer, and may elect or
73 appoint other officers as it may deem necessary, none ol whom,

74 other than the vice-chairman, need be members of the board. The
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75 secretary shall keep a record of the proceedings of the hoard and
76 shall be custodian of all books, documents, and papers filed by the
77 board and of its minute book and seal. The secretary shall cause
78 copies to be made ofall minutes and other records and documents
79 of the corporation and shall certify that such copies are true copies,
80 and all persons dealing with the corporation may rely upon such
81 certification. The treasurer shall be the chief financial and account-
-82 ing officer of the MEDC and shall be in charge of its funds, books
83 of account and accounting records.
84 All officers and employees of the MEDC having access to its
85 cash or negotiable securities shall give bond to the MEDC at its
86 expense in such amounts and with such surety as the board may
87 prescribe. The persons required to give bond may be included in
88 one or more blanket or scheduled bonds.
89 Board members and officers who are not regular, compensated
90 employees of the MEDC shall not be liable to the commonwealth,
91 to the MEDC or to any other person as a result of their activities,
92 whether ministerial or discretionary, as such board members or
93 officers except for willful dishonesty or intentional violations of
94 law. The board of the MEDC may purchase liability insurance for
95 board members, officers and employees and may indemnify said
96 persons against claims of others.

1 SECTION 3. The MEDC shall have all of the powers necessary
2 to carry out its purposes which shall include but not be limited to:
3 (a) make, amend and repeal by-laws, rules and regulations for
4 the management of its affairs;
5 (b) adopt an official seal;
6 (c) sue and be sued, in its own name
7 (d) make contracts and execute all instruments necessary or
8 convenient for the carrying on of its business;
9 (e) acquire, own, hold, dispose of and encumber personal prop-

-10 erty of any nature, or any interest therein;
11 (0 enter into agreements or other transactions with any federal,
12 state or municipal agency;
13 (g) acquire real property, or an interest therein, by purchase or
14 foreclosure where acquisition is necessary or appropriate to pro-
-15 tect or secure any investment or loan in which the corporation has
16 an interest; to sell, transfer and convey any such property to a
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17 buyer and in the event such sale, transfer or conveyance cannot be
18 effected with reasonable promptness or at a reasonable price, to
19 lease such property to a tenant;
20 (h) invest any funds held in reserves or sinking funds, or any
21 funds not required for immediate disbursement, in such invest-
-22 ments as may be lawful for fiduciaries in the commonwealth;
23 (i) borrow money and give guarantees, provided that the in-
-24 debtedness and other obligations of the MEDC shall be payable
25 solely out of its own resources;
26 (j) appoint officers, employees, consultants, agents and advisors
27 and prescribe their duties and fix compensation within the limita-
-28 tions provided by law;
29 (k) appear in its own behalf before boards, commissions, depart-
-30 ments or other agencies of municipal, state or federal government;
31 (1) procure insurance against any losses in connection with its
32 property in such amounts, and from such insurers, as may be
33 necessary or desirable;
34 (m) consent, subject to the provisions of any contract with
35 noteholders or bondholders, whenever it deems it necessary or
36 desirable in the fulfillment of the purposes of this act, to the
37 modification, with respect to rate of interest, time of payment of
38 any installment of principal or interest, or any other terms, of any
39 contract or agreement of any kind to which the MEDC is a party:
40 (n) to accept any and all donations, grants, bequestsand devises,
41 conditional or otherwise, of money, property, service or other
42 things of value which may be received from the United States or
43 any agency thereof, any governmental agency, or any institution.
44 person, firm or corporation, public or private, to be held, used or

45 applied for any or all of the purposes specified in this act, in

45 accordance with the terms and conditions of any such grant.
47 Receipt of each such donation or grant shall be detailed in the
4g annual report of the corporation. Such report shall include the
49 identify of the donor or lender, the nature of the transaction and
5Q any conditions attaching thereto.
51 (o) buy. hold and sell qualified securities;
52 (p) finance, conduct, or cooperate in financing or conducting
53 technological, business, financial, or other investigations whichare
54 related to or likely to lead to alternative energy development by
55 making and entering into contracts and other appropriate arrange-



1984] HOUSE No. 835 7

56 ments, including the provision of grants, loans, and other forms of
57 assistance;
58 (q) solicit, study, and assist in the preparation of, business plans
59 and proposals of new or established alternative energy businesses
60 suitable for support by the corporation;
61 (r) prepare, publish and distribute, with or without charge as the
62 corporation may determine, such technical studies, reports, bulle-
-63 tins and other materials as it deems appropriate, subject only to the
64 maintenance and respect for confidentiality of client proprietary
65 information;
66 (s) organize, conduct, sponsor or cooperate in and assist the
67 conduct of special institutes, conferences, demonstrations and stud-
-68 ies relating to the stimulation and formulation of alternative
69 energy business and industry endeavors;
70 (t) provide and pay for such advisory services and technical
71 assistance as may be necessary or desirable to carry out the pur-
-72 poses of this chapter;
73 (u) exercise any other powers of a corporation organized under
74 chapter one hundred and fifty-six B,

1 SEC! lON 4. There is hereby established an investment fund to
2 which shall be credited any state appropriations or other moneys
3 made available to the fund.
4 The corporation shall hold the investment fund in an account or
5 accounts separate from other funds. The corporation shall invest
6 and reinvest the fund and the income thereof, in only two ways: (I)
7 in the purchase of qualified securities issued by enterprises for the
8 purpose of raising seed capital, provided that such investment
9 complies with the requirements of this chapter and the board

10 makes the findings in connection with such investment required by
11 this section five; and (2) in the purchase of such securities as may be
12 lawful investments for fiduciaries in the commonwealth. All ap-
-13 propriations, grants, contractual reimbursements and all other
14 funds designated for this purpose, and the proceeds of all invest-
-15 ments made pursuant to the preceding sentence, may be used to
16 pay for the proper general expenses of the MEDC.
17 Unless otherwise specified, all moneys of the MEDC from what-
-18 ever source derived shall be paid to the treasurer of the MEDC.
19 Said moneys shall be deposited in the first instance by the treasurer



HOUSE No. 835 [January8

(

%

20 in one or more national banks, trust companies or banking com-
-21 panics in compliance with section thirty-four of chapter twenty-
-22 nine. Funds in said accounts shall be paid out on the warrant or
23 other order of the treasurer of the ME DC or of such other person
24 or persons as the board may authorize to execute such warrants or
25 orders.
26 The corporation shall purchase qualified securities issued by an
27 enterprise only after (A) receipt of an application from the enter-
-28 prise which contains a business plan including a description of the
29 enterprise and its management, product and market, a statement of
30 the amount, timing and projected use of the capital required, a
31 statement of the potential economic impact of the enterprise,
32 including the number, location and types of jobs expected to be
33 created, as well as the amount of energy to be saved or created, and
34 such other information as the board shall request, and (B) approval
35 of the investment by the board after the board shall find, based
36 upon the application submitted by the enterprise and such addi-
-37 tional investigation as the staff of the MEDC shall make, and
38 incorporate in its minutes that:
39 (1) the proceeds of the investment will only be used to cover the
40 seed capital needs of the enterprise except as hereinafter author-

I ized;
12 (2) the enterprise has a reasonable chance of success;
13 (3) MEDC participation is necessary to the success of the enter-

-14 prise because funding for the enterprise is unavailable in the tradi-
■s tional capital markets, or because funding has been offered on
■6 terms that would substantially hinder the success of the enterprise;
.7 (4) the entrepreneur and other founders of the enterprise have
.g already made or are prepared to make a substantial financial and
.9 time commitment to the enterprise;

50 (5) the securities to be purchased are qualified securities;
51 (6) there is a reasonable possibility that the MEDC will recoupat

52least its initial investment; and
53 (7) binding commitments have been made to the MEDC by the

54enterprise for adequate reporting of financial data to the MEDC.
55which shall include a requirement for an annual or other periodic

56audit ol the books of the enterprise, and for such control on the
7 part ol the MEDC as the board shall consider prudent over the
8 management of the enterprise, so as to protect the investment of
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59 the MEDC, including, in the discretion of the board and without
60 limitation, right of access to financial and other records of the
61 enterprise.
62 If the MEDC makes a direct investment, the board shall also
63 find that:
64 (8) a reasonable effort has been made to find a professional
65 investor to make an investment in the enterprise as a co-venture,
66 and that such effort was unsuccessful. Such findings when made by
67 the board shall be conclusive.
68 The corporation shall not make investments in qualified securi-
-69 ties issued by enterprises in excess of the following limits:
70 (I) not more than five hundred thousand dollars shall be invest-
-71 ed in the securities of any one enterprise, except that not more than
72 a total of one million dollars may be invested in the securities ofany
73 one enterprise, if the board shall find, after the initial investment by
74 the MEDC, that additional investments in such enterprise are
75 required to protect the initial investment of the MEDC and the
76 other findings set forth above are made as to the additional invest-
-77 ment.
78 (2) the MEDC shall not own securities representing more than
79 forty-nine per cent of the voting stock of any one enterprise at the
80 time of purchase by the MEDC, after giving effect to the conver-
-81 sion of all outstanding convertible securities of the enterprise,
82 except that in the event of severe financial difficulty of the enter-

-83 prise threatening, in the judgment of the board, the investment of
84 the MEDC therein, a greater percentage of such securities may be
85 owned by the MEDC.
86 (3) not more than twenty per cent of the assets of the MEDC
87 shall at any time be invested in direct investments. For this purpose,
88 the good faith determination of the board of the value of such assets
89 shall be conclusive.

1 SECTION 5. Operation; licensed small business investment
2 corporation; establishment of subsidiary corporation.
3 The MEDC is hereby specifically authorized to operate as a
4 licensed small business investment corporation under the provi-
-5 sions of the small business investment act of 1958, public law
6 85-699, as amended from time to time, if it can qualify thereunder
7 and if the board shall determine that such operation would reason-
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8 ably serve to carry out the purposes of the MEDC. In the alterna-
-9 live, the board shall be authorized, in its discretion, to establish a
10 subsidiary corporation to operate as a licensed small business
11 investment corporation under said act, and to make investmentsin
12 qualified securities of enterprises through such subsidiary, pro-
-13 vided that all such investments could be made by the MEDC
14 directly and all of the requirements of section five shall be complied
15 with.

2 The MEDC shall annually submit a complete and detailed re-
-3 port of the corporation’s activities within ninety days after the end
4 of the fiscal year to the clerk of the House of Representatives and to
5 the clerk of the Senate.

1 SECT lON 7. Annual audit of books and records.
2 The books and records of the MEDC shall be subject to an
3 annual audit by the auditor of the commonwealth and an annual
4 audit by an independent auditor.

1 SECTION 8. Liberal construction of chapter
2 This chapter shall be liberally construed to effect its purposes

1 SECTION 9. Initial appointments to board of directors.
2 In making his initial appointments to the board of directors of
3 the Massachusetts Energy Development Corporation, the gover-
-4 nor shall select the appointed members from among the members
5 of the board of directors of the Massachusetts Science and Tech-
-6 nology Foundation holding such position on the effective date ot
7 this act who also meet the qualification for members ol the board
8 of the Massachusetts Energy Development Corporation as speci-
-9 lied in section three.

I SECTION 6. Annual report of activities.
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