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Commontoealtf) of illafigacfjugcttfi:

HOUSE OF REPRESENTATIVES, October 3. 1977.

The committee on Commerce and Labor, to whom was referred the
petition (accompanied by bill. House, No. 2712) of Richard H.
Demers, David J. Swartz, Allan R. McKinnon, Edward Shortell,
Bruce E. Wetherbee, Marie E. Howe and Nils L. Nordberg for
legislation to establish the Massachusetts technology development
corporation, report recommending that the accompanying bill
(House, No. 6614) ought to pass.

For the committee

HOUSE No. 6 614

RICHARD H. DEMERS.
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In the Year One Thousand Nine Hundred and Seventy-Seven.

An Act establishing the Massachusetts technology development

CORPORATION.

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

1 SECTION 1. The General Laws are hereby amended by
2 inserting after Chapter 40F the following chapter:

3 CHAPTER 40G.
4 MASSACHUSETTS TECHNOLOGY
5 DEVELOPMENT CORPORATION

6 Section I. PUBLIC PURPOSE
7 It is hereby found and declared that there is a growing need in the
8 commonwealth to promote economic development; that the
9 development of new job opportunities is crucial to the welfare of

10 the commonwealth; that new jobs created, in turn, provide the
1 1 commonwealth and its cities and towns with increased tax
12 revenues which are essential in maintaining adequate public
13 services.
14 It is further found that Massachusetts is especially dependent on
15 innovative industries that are based on the development of new
16 products and processes; that such industries have created a
17 substantial number of job opportunities in all areas of the
18 commonwealth; that such industries have helped substantially to
19 offset the decline in job losses of the mature manufacturing sector;
20 It >s further found that there is a drastic shortage of start-up
21 capital for new innovative enterprises; that changes in the capital
22 markets have made investment in new enterprises less attractive to
23 private investors; that federal policies such as changes in the
24 direction of research and development funds have reduced other
25 sources of start-up capital; and that, as a result, there is a definite
26 under-investment in new enterprises which are not attractive to
27 private investors but which could provide substantial employment
28 opportunities for citizens of the commonwealth.
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29 It is further found that the commonwealth has already
established a policy of providing financial assistance to viable
enterprises which cannot obtain capital in the private market; and
that this policy is justified by the substantial employment and tax
revenue benefits that will accrue to the commonwealth from the
resulting economic development.

30
31
32
33
34

Therefore, it is found that it is a public purpose for which public
money may be expended and invested to promote the prosperity
and general welfare of citizens in the commonwealth by providing
financial assistance to small, innovative enterprises that have the
potential to expand and generate new jobs and tax revenue. It is
further found that it is a public purpose for which public money
may be expended to encourage, promote and assist basic and
applied scientific and technological research and development in
the Commonwealth in order to expand and generate new jobs and
tax revenues. It is further found that the creation of the
Massachusetts Technology Development Corporation will serve
these public purposes.

35
36
37
38
39
40
41
42
43
44
45
46
47
48 The following terms as used in this chapter shall have the

following meanings, except where the context clearly indicates
otherwise:

49
50

“Board”, the board of directors of MTDC.51
“Corporation” or “MTDC”, the Massachusetts Technology

Development Corporation created by section three.
52
53

“Co-venture”, an investment by the MTDC in qualified
securities of an enterprise in which an investment is also being
made or has been made by a professional investor to provide seed
capital to the enterprise. An investment by the MTDC which is a
direct investment when initially made may later be classified as a
co-venture upon such an investment by a professional investor.

“Direct investment”, an investment by the MTDC in qualified
securities of an enterprise in which no investment is being or has
been made by a professional investor to provide seed capital to the
enterprise.

54
55
56
57
58
59
60
61
62
63

“Enterprise”, a small business, as defined in chapter Forty F,
with its principal place of business in Massachusetts and which is
or proposes to be engaged in this commonwealth in manufac-
turing. research and development, or the provision of services
involving a significant amount of technology.

64
65
66
67
68

Section 2. DEFINITIONS
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“Paid in capital”, all monies received in return for capital stock
of the MTDC.

69
70

“Primary employment”, work which pays at least one and one-
half times the minimum wage as defined in chapter One Hundred
Fifty-One or as established by federal law, whichever is higher,
offers adequate fringe benefits including health insurance, and is
not seasonal or part time.

71

77i

74
5

“Professional investor”, any bank, bank holding company,
savings institution, trust company, insurance company, invest-
ment companyregistered under the Federal Investment Company
Act of 1940, pension or profit-sharing trust or other financial
institution or institutional buyer, licensee under the Federal Small
Business Investment Act of 1958, or any person, partnership or
other entity of whose resources a substantial amount is dedicated
to investing in securities or debt instruments and whose net worth
exceeds 5500.000.

6

\

80
81

82
8

84

“Qualified security”, any note, stock, treasury stock bond,
debenture, evidence of indebtedness, certificate of interest or
participation in any profit-sharing agreement, preorganization
certificate or subscription, transferable share, investment contract,
certificate of deposit for a security, certificate of interest or
participation in a patent or application therefor, or in royalty or
other payments under such a patent or application, or, in general,
any interest or instrument commonly known as a “security” or any
certificate for, receipt for, guarantee of, or option, warrant orright
to subscribe to or purchase any of the foregoing.

as

86

8

88
89
90
91
92
93

94
“Seed capital”, financing that is provided for the development,

refinement, and commercialization of a product or process and
other working capital needs.

95

96
97

Sections. CORPORATION CREATED; BOARD OF
DIRECTORS; OFFICERS

98
99

There is hereby created a body politic and corporate to be
known as the Massachusetts Technology Development Corpora-
tion or Ml DC. The MTDC is hereby constituted a public
instrumentality and the exercise by the MTDC of the powers
conferred by this chapter shall be deemed to be the performance of
an essential governmental function.

100
101
102
103
104
105

The MTDC is hereby placed in the executive office of manpower
affairs hut shall not be subject to the supervision or control of said
office or of any board, bureau, department or other agency of the

106
107
108
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commonwealth except as specifically provided in this chapter.109
The corporation shall be governed and its corporate powers

exercised by a board of directors, which shall consist of nine
directors: the secretary of manpower affairs, the secretary of
administration, one person appointed by the Governor who is a
cabinet secretary or officer of the Commonwealth having
experience appropriate to the functions of MTDC, (provided that
any of the foregoing persons may designate another person from
time to time to act in his place for a particular purpose, including
the right to attend and vote at a specific meeting of the board), and
six other members appointed by the governor, including persons
having skills and experience in providing capital to new,
innovative businesses, in starting and operating such businesses, in
providing professional services to or otherwise working with such
businesses, and in obtaining and administering grants and
contracts from governmental and philanthropic sources. Each
member appointed by the governor shall serve for a term of five
years, except that in making the initial appointments the governor
shall appoint two members to serve for one year, two to serve for
three years and two to serve for five years. Any member of the
board designating an alternate to. act in his place shall be
responsible for all of such actions of such designee.

110
11l
112
113
114
115

#l6
117
118
119
120
121
122
123
124
125
126
127
128
129
130

Any person appointed to fill a vacancy in the office ofa member
of the board shall be appointed in a like manner and shall serve for
only the unexpired term of such member. Any member shall be
eligible for reappointment. Any member may be removed from his
appointment by the governor only for good cause. The governor
shall from time to time designate a member of the board as its
chairman.

131
132
133
134
135
136
137

Five of the directors of the corporation shall constitute a
quorum and the affirmative vote of five directors shall be necessary
for any action to be taken by the board.

138
139
140

The members of the board shall serve without compensation,
but each member shall be entitled to reimbursement for his actual
and necessary expenses incurred in the performance ot his official
duties.

'#4l
142
143
144

The provisions of chapter two hundred and sixty-eight A shall
apply to all directors, officers and employees ofthe MTDC, except
that the corporation may-invest in, purchase from, sell to, borrow
from, loan to, contract with or otherwise deal with any person or

145
146
147
148
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entity in which any director of the corporation is in any way
interested or involved, provided that such interest or involvement
is disclosed in advance to the members of the board and recorded
in the minutes of the board and provided, further that no director
having such an interest or involvement may participate in any
decision of the board relating to such person or entity.

149
150
151
152
153
154

The president of the corporation shall be appointed and his
salary established by the board. The president shall be the chief
executive, administrative and operational officer of the corpora-
tion and shall direct and supervise administrative affairs and the
general management of the corporation. The president may,
subject to the general supervision of the board, employ other
employees, consultants, agents (including counsel) and advisors,
and shall attend meetings of the board.

155
156
157
158
159
160
161
162

Neither the corporation nor any of its officers, agents,
employees, consultants or advisors shall be subject to the
provisions of sections nine A, forty-five, forty-six and fifty-two of
chapter thirty, or, to chapter thirty-one, or to the provisions of
chapter two hundred of the acts of 1976.

163
164
165
166
167

The board annually may elect one of its members as vice-
chairman, shall elect a secretary and a treasurer, and may elect or
appoint other officers as it may deem necessary, none of whom
(other than the vice-chairman) need be members of the board. The
secretary shall keep a record of the proceedings of the board and
shall be custodian of all books, documents, and papers filed by the
board and of its minute book and seal. The secretary shall cause
copies to be made ofall minutes and other records and documents
of the corporation and shall certify that such copies are true copies,
and all persons dealing with the corporation may rely upon such
certification. The treasurer shall be the chief financial and
accounting officer of the MTDC and shall be in charge of its funds,
books of account and accounting records.

168
169
170
171
172
173
174
175
176
177
178
179
180

All officers and employees of the MTDC having access to its
cash or negotiable securities shall give bond to the MTDC, at its
expense in such amounts and with such surety as the board may
prescribe. The persons required to give bond may be included in
one or more blanket or scheduled bonds.

181
182
183
184
185

Board members and officers who are not regular, compensated
employees of the MTDC shall not be liable to the commonwealth,
to the MTDC or to any other person as a result of their activities,

186
187
188
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whether ministerial or discretionary, as such board members or
officers except for willful dishonesty or intentional violations of
law. The board of the MTDC may purchase liability insurance for
board members, officers and employees and may indemnify said
persons against claims of others.

189
190
191
192
193
194

The MTDC shall have the power to:195
(a) make, amend and repeal bylaws, rules and regulations for the

management of its affairs;
196
197
198 (b) adopt an official seal;
199 (c) sue and be sued, in its own name;
200 (d) make contracts and execute all instruments necessary or

convenient for the carrying on of its business;201
(e) acquire, own, hold, dispose of and encumber personal

property of any nature, or any interest therein;
202
203

(f) enter into agreements or other transactions with any federal,
state or municipal agency;

204
205

(g) acquire real property, or an interest therein, by purchase or
foreclosure, where such acquisition is necessary or appropriate to
protect or secure any investment or loan in which the corporation
has an interest; to sell, transfer and convey any such property to a
buyer and in the event such sale, transfer or conveyance cannot be
effected with reasonable promptness or at a reasonable price, to
lease such property to a tenant;

206
207
208
209
210
211
212

(h) invest any funds held in reserves or sinking funds, or any
funds not required for immediate disbursement, in such in-
vestments as may be lawful for fiduciaries in the commonwealth;

213
214
215

(i) borrow money and give guarantees, provided that the
indebtedness and other obligations of the MTDC shall be payable
solely out of its own resources;

216
217
218

(j) appoint officers, employees, consultants, agents and advisors
and prescribe their duties and fix compensation within the
limitations provided by law;

219
220
221

(k) appear in its own behalf before boards, commissions,
departments or other agencies of municipal, state or federal
government;

222
223
224

(1) procure insurance against any losses in connection with its
property in such amounts, and from such insurers, as may be
necessary or desirable;

225
226
227

Section 4. POWERS
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(m) consent, subject to the provisions ofany contract with note-
holders or bondholders, whenever it deems it necessary or
desirable in the fulfillment of the purposes of this act, to the
modification, with respect to rate of interest, time of payment of
any installment of principal or interest, or any other terms, of any
contract or agreement of any kind to which the MTDC is a party;

228
T?Q

30
231

i

233
(n) apply for and accept grants, loans, advances and con-

tributions from any source of money, property, labor or other
things of value, to be held, used and applied for the purposes ofthis
chapter;

234

236
237

(o) buy, hold and sell qualified securities;238
(p) finance, conduct, or cooperate in financing or conducting

technological, business, financial, or other investigations which
are related to or likely to lead to business and/or economic
development by making and entering into contracts and other
appropriate arrangements, including the provision of grants,
loans, and other forms of assistance;

239
240
241
242
243
244

(q) solicit, study, and assist in the preparation of, business plans
and proposals of nascent or established technologically oriented
businesses suitable for support by the corporation;

245
246
247

(r) prepare, publish and distribute, with or without charge as the
corporation may determine, such technical studies, reports,
bulletins and other materials as it deems appropriate, subject only
to the maintenance and respect for confidentiality of client
proprietary information;

248
249
250
251
o^o252

(s) organize, conduct, sponsor or cooperate in and assist the
conduct of special institutes, conferences, demonstrations and
studies relating to the stimulation and formulation of
technologically oriented business and industry endeavors;

253
254
255
256

(t) provide and pay for such advisory services and technical
assistance as may be necessary or desirable to carry out the
purposes of this chapter;

757

258
259

(u) exercise any other powers of a corporation organized under
chapter one hundred fifty-six B; and

260
261

(v) do any and all things necessary or convenient to carry out its
purposes and exercise the powers expressly granted in this chapter.

Sections. ISSUANCE OF STOCK; DEPOSITS; IN-
VESTMENTS; OTHER EXPENSES;

262
263
264
265

The authorized capital stock of the MTDC shall consist of one
million shares of non-voting common stock, $lO par value. Such

266
267
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268 shares shall be issued to the commonwealth and shall be held by the
treasurer of the commonwealth, who shall, at one time or from
time to time as funds become available for the purpose, purchase
such shares for the sum of ten dollars per share with the proceeds of
the sale of bonds of the commonwealth authorized for this purpose
and from funds which may be appropriated for the same purpose.

269
270
271
272
273

The corporation shall hold the proceeds of the sale of its stock in
an account or accounts separate from other funds. The corpora-
tion shall invest and reinvest said proceeds, and the income
thereof, in only two ways: (1) in the purchase of qualified securities
issued by enterprises for the purpose of raising seed capital,
provided that such investment complies with the requirements of
this chapter and the board makes the findings in connection with
such investment required by this section five; and (2) in the
purchase of such securities as may be lawful investments for
fiduciaries in the commonwealth. All appropriations, grants,
contractual reimbursements and all other funds designated for this
purpose, and the proceeds of all investments made pursuant to the
preceding sentence, may be used to pay for the proper general
expenses of the MTDC.

274
*75

z,'76
277
278
279
280
281
282
283
284
285
286
287

All moneys of the MTDC from whatever source derived shall be
paid to the treasurer of the MTDC. Said moneys shall be deposited
in the first instance by the treasurer in one or more national banks,
trust companies or banking companies in compliance with section
thirty-four of chapter twenty-nine. Funds in said accounts shall be
paid out on the warrant or other order of the treasurer of the
MTDC or of such other person or persons as the board may
authorize to execute such warrants or orders.

288
289
290
291
292
293
294
295

The corporation shall purchase qualified securities issued by an
enterprise only after (a) receipt of an application from the
enterprise which contains a business plan including a description
of the enterprise and its management, product and market, a
statement of the amount, timing and projected use of the capital
required, a statement of the potential economic impact of the
enterprise, including the number, location and types of jobs
expected to be created, and such other information as the board
shall request, and (b) approval of the investment by the board after
the board shall find, based upon the application submitted by the
enterprise and such additional investigation as the staff of the
MTDC shall make, and incorporate in its minutes that;

296
297
298

.299
'*>3oo

301
302
303
304
305
306
307
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(1) the proceeds of the investment will only be used to cover the
seed capital needs of the enterprise except as hereinafter authoriz-
ed;

308
3 0^
310

(2) the enterprise has a reasonable chance of success;31 1
(3) MTDC participation is necessary to the success of the

enterprise because funding for the enterprise is unavailable in the
traditional capital markets, or because funding has been offered on
terms that would substantially hinder the success of the enterprise:

312
31
314
315

(4) the enterprise has the reasonable potential to create a
substantial amount of primary employment within the com-
monwealth and this employment, so far as feasible, may be
expected to be for residents of target areas as defined in chapter
40F;

316
317
318
319
320

(5) the entrepreneur and other founders of the enterprise have
already made or are prepared to make a substantial financial or
time commitment to the enterprise;

321
3?7
323

(6) the securities to be purchased are qualified securities;324
(7) there is a reasonable possibility that the MTDC will recoup at

least its initial investment; and
325
326

(8) binding commitments have been made to the MTDC by the
enterprise for adequate reporting of financial data to the MTDC,
which shall include a requirement for an annual or other periodic
audit of the books of the enterprise, and for such control on the
part of the MTDC as the board shall consider prudent over the
management of the enterprise, so as to protect the investment of
the MTDC, including, in the discretion of the board and without
limitation, right of access to financial and other records of the
enterprise.

327

328
329

330
331
332
333
334
335

If the MTDC makes a direct investment, the board shall also
find that:

336
337

(9) a reasonable effort has been made to find a professional
investor to make an investment in the enterprise as a co-venture,
and that such effort was unsuccessful. Such findings when made by
the board shall be conclusive.

338
339
340
341

The corporation shall not make investments in qualified
securities issued by enterprises in excess of the following limits;

342
343

(I) Not more than $500,000 shall be invested in the securities of
any one enterprise, except that not more than a total of $ 1,000,000
may be invested in the securities ofany one enterprise, if the board
shall find, after the initial investment by the MTDC, that

344
345
346
347
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348 additional investments in such enterprise are required to protect
the initial investment of the MTDCand the other findings set forth
above are made as to the additional investment.

349
350

(2) The MTDC shall not own securities representing more than
forty-nine percent of the voting stock of any one enterprise at the
time of purchase by the MTDC, after giving effect to the
conversion of all outstanding convertible securities of the
enterprise, except that in the event of severe financial difficulty of
the enterprise, threatening, in the judgment of the board, the
investment of the MTDC therein, a greater percentage of such
securities may be owned by the MTDC.

351
352
353
354
355
,56

iSI
358

(3) Not more than twenty per cent of the assets of the MTDC
shall at any time be invested in direct investments. For this
purpose, the good-faith determination of the board of the value of
such assets shall be conclusive.

359
360
361
362

Section 6. OPERATION AS OR THROUGH SMALL
BUSINESS INVESTMENT CORPORATION.

363
364

The MTDC is hereby specifically authorized to operate as a
licensed small business investment corporation under the
provisions of the Small Business Investment Act of 1958 (Public
Law 85-699), as amended from time to time, if it can qualify
thereunder and if the board shall determine that such operation
would reasonably serve to carry out the purposes of the MTDC. In
the alternative, the board shall be authorized, in its discretion, to
establish a subsidiary corporation to operate as a licensed small
business investment corporation under said Act, and to make
investments in qualified securities of enterprises through such
subsidiary, provided that all such investments could be made by
the MTDC directly and all of the requirements of section five shall
be complied with.

365
366
367
368
369
370
371
372
373
374
375
376
377

Section 7. ANNUAL REPORT378
The MTDC shall annually submit a complete and detailed

report of the corporation’s activities within ninety days after the
end ofthe fiscal year to the clerk of the house ofrepresentatives and
to the clerk of the senate.

379
380
>3Bl
382

Section 8. ANNUAL AUDIT383
The books and records of the MTDC shall be subject to an

annual audit by the auditor of the commonwealth.
384
385

Section 9. LIBERAL CONSTRUCTION386
This chapter, being necessary for the welfare of the com-387
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388 monwealth and its inhabitant, shall be liberally construed to effect
389 its purposes.
390 Section 10. INITIAL APPOINTMENTS
391 In making his initial appointments to the board of directors of
392 the Massachusetts Technology Development Corporation, the
393 Governor shall select the appointed members from among the
394 members of the board of directors of the Massachusetts Science
395 and Technology Foundation holding such position on the effective
396 date of this act who also meet the qualifications for members of the
397 Board of the Massachusetts Technology Development Corpora-
398 tion as specified in section 3.
399 Section 11. SEVERABILLIY
400 The provisions of this chapter are severable and if any of its
401 provisions shall be held unconstitutional by any court of
402 competent jurisdiction, the decision ot such court shall not affect
403 or impair any of the remaining provisions, or the application of
404 any provisions to facts and circumstances not then before said
405 court -

SECTION 2. Chapter eight hundred and forty-three of theacts
of nineteen hundred and sixty-nine is hereby repealed.

1
?

SECTION 3. Effective upon the commencement of actual
operation by the Massachusetts Technology Development
Corporation, the Massachusetts Science and Technology Founda-
tion, established by chapter 843 of the acts of 1969, shall forthwith
be abolished and dissolved, all of its rights and assets shall be
deemed to be transferred to the Massachusetts Technology
Development Corporation, and all of its remaining liabilities shall
be deemed to be assumed by the Massachusetts Technology
Development Corporation, all without the further act or
instrument of any person or entity, public or private.

1
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