PRI OR PRI NTER S NO. 1562 PRINTER S NO. 1913

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1142 =35

| NTRODUCED BY WAGNER, M SM TH, DeWEESE, BELFANTI, BENN NGTQON,
CRElI GHTON, CURRY, DePASQUALE, FABRI ZI O, FRANKEL, FREENMAN
GERGELY, G BBONS, HORNAMAN, KORTZ, KOTIK, KULA, LEACH,
MAHONEY, MANN, MARKGCSEK, McGEEHAN, M| LHATTAN, SANTON,
SOLOBAY, WALKO, J. WH TE, YOUNGBLOOD, YUDI CHAK,
Mel LVAINE SM TH, COSTA, PALLONE AND EACHUS, MNAY 18, 2007

AS REPORTED FROM COWM TTEE ON HEALTH AND HUMAN SERVI CES, HOUSE
OF REPRESENTATI VES, AS AMENDED, JUNE 13, 2007

AN ACT

1 Anending the act of June 26, 2001 (P.L.755, No.77), entitled "An
2 act establishing a special fund and account for noney

3 recei ved by the Conmmonwealth fromthe Master Settl enent

4 Agreenment with tobacco manufacturers; providing for hone and
5 communi ty-based care, for tobacco use prevention and

6 cessation efforts, for Conmmonweal th universal research

7 enhancenent, for hospital unconpensated care, for health

8 i nvest ment insurance, for medical assistance for workers with
9 di sabilities, for regional biotechnology research centers,

10 for the HealthLink Program for conmunity-based health care
11 assi stance progranms, for PACE reinstatenment and PACENET

12 expansi on, for nmedical education |oan assistance and for

13 percentage all ocation and appropriation of noneys,"” further
14 providing for definitions, for investnment of fund and

15 accounts, for use of Tobacco Settlement Fund, for health

16 research program for department responsibilities, for

17 National Institutes of Health funding formula and for

18 regi onal biotechnol ogy research centers; establishing the

19 Jonas Sal k Legacy Fund Program the Jonas Sal k Legacy Fund
20 Board and the Jonas Sal k Legacy Fund; and providing for the

21 sal e or assignnment of Comonweal th Universal Research

22 Enhancenent Programrecei pts and for the issuance of

23 Commonweal t h Uni ver sal Research Enhancenent Program bond.
24 The General Assenbly of the Conmonweal th of Pennsyl vani a

25 hereby enacts as follows:

26 Section 1. Sections 302, 303, 305 and 306 of the act of June
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26, 2001 (P.L.755, No.77), known as the Tobacco Settlenent Act,
are anmended to read:
Section 302. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Accounts."” The Health Endowrent Account for Long-Ter m Hope
established in section 303(b) [and], the Health Venture
I nvest ment Account established in section 303(c) and the

Bi ot echnol ogy Commerci ali zati on Account established in section

303(d) .

"Bi osci ence product." As defined in section 1702.

"Board." The Tobacco Settl enment | nvestnent Board establi shed
in section 304(a).

"Commercialization activity." Any activity that assists a

for-profit or not-for-profit bioscience institution or

organi zation in the jurisdiction of a regi onal bi otechnol ogy

research center in the testing, production and |licensing or sale

of a bi oscience product or |eads to the testing, access or

creation of markets for the production, licensing or sale of a

bi osci ence product. The termincludes, but is not limted to,

| egal and busi ness consulting services and expenses, assessi ng

the patentability of biosci ence products, obtaini ng patent

protection for such bi osci ence products in the United States and

internationally, testing and nmarketing activities for bioscience

products and negoti ating |licensing or conmercialization

agreenents with |licensees as well as devel opnent of new

t echnol ogy transfer prograns.

"Departnent."” The Departnent of Conmunity and Econoni c

Devel opnent of the Commonweal t h.

20070H1142B1913 - 2 -
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Section 303. Establishnent of special fund and [account]
accounts.

(a) Tobacco Settlenment Fund.--There is hereby established a
speci al fund known as the Tobacco Settl enment Fund. Except as
provi ded in subsection (b), all payments received by the
Commonweal th pursuant to the Master Settlenment Agreenent shal
be deposited by the Treasury Departnent in the [fund] Tobacco

Settl| enent Fund.

(b) Health Account.--There is hereby established within the

[fund] Tobacco Settlenent Fund the Heal th Endownrent Account for

Long- Term Hope. [The] Except as provided in the act of April 9,

1929 (P.L.343, No.176), known as The Fiscal Code, the follow ng

anounts shall be deposited by the Treasury Departnent into the
account :
(1) The jurisdictional paynent received by the
Commonweal th pursuant to the Master Settlenent Agreenent.
(2) The strategic contribution paynments received by the
Commonweal th pursuant to the Master Settlenent Agreenent.
(3) Earnings derived fromthe investnent of the noney in

the [fund] Tobacco Settlenent Fund after deduction of

i nvest ment expenses, including such earnings as may have
accrued prior to the effective date of this chapter.

(4) Earnings derived fromthe investnent of the noney in
the Health Account after deduction of investnent expenses and
t he approved expenses of the board.

[(5) Money received as a result of investnents fromthe
Heal t h Venture | nvestnent Account. ]

(c) Health Venture Investnent Account.--There is hereby

established within the [fund] Tobacco Settl|l enent Fund the Health

Venture | nvestnent Account. Al proceeds received as a result of

20070H1142B1913 - 3 -
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i nvestnents fromthe Health Venture | nvestnent Account shall be

deposited into the Health Venture | nvest nent Account.

(d) Biotechnol ogy Commerci ali zati on Account.--There i s

hereby established within the Tobacco Settl enent Fund the

Bi ot echnol ogy Commerci ali zati on Account. AH—proceedsreceived
as—aresult—of investrentsfrom | NTEREST EARNED ON MONEYS I N t he

Bi ot echnol ogy Commerci ali zati on Account shall be depoesitedinte

the BiotechnelogyComrercialization-Account— CREDI TED TO THE
ACCOUNT. MONEYS | N THE ACCOUNT SHALL ONLY BE USED TO FUND

APPLI| CATI ONS SUBM TTED AND APPROVED UNDER CHAPTER 17.

Section 305. Investnent of fund and accounts.

(a) Control and managenent.--Notw t hst andi ng any ot her
provi sion of law, the board shall have exclusive control and
authority to manage, invest and reinvest noney in the fund and
the Health Account in accordance with this section, subject,
however, to the exercise of that degree of judgnent, skill and
care under the circunstances then prevailing that persons of
prudence, discretion and intelligence, who are famliar with
i nvestnment matters, exercise in the managenent of their own
affairs, not in regard to speculation but in regard to pernmanent
di sposition of the funds, considering the probable inconme to be
derived fromthe investnents and the probable safety of their
capital. The board may hol d, purchase, sell, |end, assign,
transfer or dispose of any securities and investnents, including
equity securities, in which noney in the fund or the accounts
has been invested and of the proceeds of the investnents,
i ncludi ng any directed conm ssions that have accrued to the
benefit of the fund or the accounts as a consequence of the
i nvestnments, and of noney belonging to the fund or the accounts

subject to the standard of prudence in this section.

20070H1142B1913 - 4 -
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(b) Fiduciary status of board.--The nmenbers of the board and
t heir professional personnel shall stand in a fiduciary
relationship to the Commonweal th and its citizens regarding the
i nvestnments of the noney of the fund and the accounts and shal
not profit, either directly or indirectly, with respect thereto.

(c) Custodian.--The State Treasurer shall be the custodi an
of the fund and the accounts. All investnment draws fromthe fund
or the accounts shall be nade by the State Treasurer in
accordance with requisitions signed by the secretary of the
board and ratified by resolution of the board.

(d) Authorized investnment vehicles for the fund and the
Heal t h Account.--The board may invest the noney in the fund and
the Heal th Account in investnents that neet the standard of
prudence set forth in subsection (a) by acquiring any type of
interest in a business organization existing under the | aws of
any jurisdiction. The liability of the fund or the Health
Account shall be limted to the anbunt of their investnent under
this subsection.

(e) Additional authorized investnent vehicles for the Health
Account.--The board in its prudent discretion may invest the
noney in the Health Account in venture capital investnents,
private placenment investnments or other alternative investnents
of any kind, structure or manner which neet the standard of
prudence set forth in subsection (a). The liability of the
Heal th Account shall be Iimted to the anount of its investnent
under this subsection.

(f) Authorized investnent vehicles for the Health Venture
I nvest nent Account.--The board may i nvest the noney in the
Heal th Venture Investnent Account in investnments which neet the

standard of prudence set forth in subsection (a) by becom ng a

20070H1142B1913 - 5 -
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limted partner in partnerships that nmake venture capital

i nvestnments by acquiring equity interests or a conbination of
debt and equity interests in health care, biotechnology or any
ot her health-rel ated busi nesses that are expected to grow
substantially in the future and in which the expected returns on
investnment are to cone predom nantly fromincreases in val ue of
the equity interests and are not interests in or secured by real
estate. The board may invest in one or nore limted partnerships
or conparable investnment entities provided that the investnent
gui del ines and strategi es of each investnment entity require, in

the board's prudent discretion, that at | east 70% of the

investnments will be nade in conpanies |located primarily in
Pennsyl vania or in conpanies willing to relocate significant
busi ness operations to Pennsylvania. The liability of the fund
or the Health Venture Investnment Account shall be limted to the
amount of its investnent under this section.

(g) Requirenents for venture capital investnents.--The

[followng are the] board, in its prudent discretion, may

establish reasonable requirenents to participate in a venture

capi tal investnent program undertaken by the board under

subsection (e) or (f). These requirenents may, in the board's

di scretion, include the foll ow ng:

(1) Each general partner mnust:

(i) <contribute 2% of the aggregate conmttee capital
as a general partner; and

(1i) subordinate 5% of the board's contribution in
terms of the distribution schedule, putting the general
partner in a first loss position with respect to the
boar d.

(2) The partnership nust provide a preferred return of

20070H1142B1913 - 6 -
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no less than 5%to all limted partners.

(3) The partnership nust agree to operate under a
prudent expert standard of care. The board shall adopt
policies regarding cancellation of a contract with a general
partner based on poor performance whi ch may include policies
relating to multiple instances of indemification or
substanti al changes in principals.

(4) The board must be given a seat on any limted
partner advi sory/valuation conmttee.

(5) The board must be reinmbursed for expenses for
attending limted partner advisory/valuation conmittee
neeti ngs and partnership annual neetings.

(6) The partnership nust issue to the board audited
financial statenents on the basis of Generally Accepted

Accounting Principles.

30

(h) Legislative declaration.--The General Assenbly finds and

decl ares that authorized investnments of the fund or the accounts
made by or on behalf of the board under this section whereby the
board beconmes a joint owner, |imted partner or stockholder in a
conpany, corporation, limted partnership, association or other

| awf ul busi ness organi zation are outside the scope of the
original intent of and do not violate the prohibition set forth

in section 8 of Article VIII of the Constitution of

20070H1142B1913 - 7 -



1 Pennsyl vani a.

2 Section 306. Use of Tobacco Settlenment Fund.

3 (a) Annual report.--The Governor shall report on the fund in
4 the annual budget which shall include the anmounts appropri ated

5 to each program

6 (b) Appropriations.--

7 (1) [The] Except as provided in the act of April 9, 1929
8 (P.L.343, No.176), known as The Fiscal Code, the General

9 Assenbly hereby appropriates funds in the fund in accordance
10 with the foll ow ng percentages based on actual funds received
11 in each year or upon receipt of the final annual paynent:

12 (i) Eight percent for deposit into the Health

13 Account pursuant to this chapter, which shall be

14 deposited i medi ately upon recei pt.

15 (i1i) Thirteen percent for hone and conmunity-based
16 services pursuant to Chapter 5. For fiscal year 2001-

17 2002, up to $13.5 mllion may be used for expanded

18 counsel i ng, area agency on aging training and educati on,
19 assi stive technology and for reducing waiting lists for
20 services in the Departnment of Aging.
21 (ti1) Twelve percent for tobacco use prevention and
22 cessation prograns pursuant to Chapter 7.
23 (iv) Eighteen percent for health and rel ated
24 research pursuant to section 906 and one percent for
25 health and rel ated research pursuant to section 909.
26 (v) Ten percent for the unconpensated care paynent
27 program pursuant to Chapter 11
28 (vi) Thirty percent for health investnent insurance
29 pursuant to Chapter 13 and for the purchase of Medicaid
30 benefits for workers with disabilities pursuant to

20070H1142B1913 - 8 -



1 Chapter 15.

2 (vii) [Eight] Four percent for the expansion of the

3 PACENET program pursuant to Chapter 23.

4 (viii) Two percent for deposit into the Health

5 Venture I nvestnent Account pursuant to this chapter.

6 (ix) Two percent for deposit into the Biotechnol ogy

7 Commercialization Account pursuant to this chapter for

8 commercialization activities.

9 (2) In addition, any Federal funds received for any of
10 these prograns is hereby specifically appropriated to those
11 pr ogr ans.

12 (c) Lapses.--Lapses shall be deposited in the Health Account
13 except for the foll ow ng:

14 (1) Lapses from noneys provided for the hone and

15 comuni ty-based care services shall be reallocated to the

16 home and conmuni ty-based care program for use in succeedi ng
17 years.

18 (2) Lapses from noneys provided for the health

19 i nvestment insurance programshall be reallocated to the

20 heal th i nvestnment insurance programfor use in succeeding

21 years.

22 (3) Lapses from noneys provided for the health venture
23 i nvestment program shall be reallocated to the Health Venture
24 I nvest ment Account for use in_succeeding years.

25 (4) Lapses from noneys provided for conmercialization
26 activities shall be reallocated to the Biotechnol ogy

27 Commercialization Account for use in succeeding vyears.

28 Section 2. Section 902 of the act is anmended by adding a

29 definition to read:
30 Section 902. Definitions.
20070H1142B1913 - 9 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

* * %

"Direct research grant." A grant to conduct research that is

awarded by the National Institutes of Heal th, excludi ng al

contracts, cooperative agreenents and those grants that are not

for investigator-initiated research projects ("R01" grants).

* * %

Section 3. Sections 903(b)(5), 904(3) and 908 of the act are
amended to read:
Section 903. Health research program

* * %

(b) Advisory conmttee.--

* %

(5) The conmittee shall neet as needed, but at | east
[twice] once a year, to fulfill the purposes provided for in
this chapter. A mgjority of the nenbers of the commttee
constitutes a quorum A majority of the nmenbers of the
commttee has authority to act upon any matter properly
before it. The commttee is authorized to establish rules for
its operation and shall hold public hearings, as necessary,
to obtain public input and make recommendati ons to the
departnment regarding research priorities, evaluation and
accountability procedures and rel ated issues. Meetings of the
commttee shall be conducted under 65 Pa.C.S. Ch. 7 (relating
to open neetings).

* %

Section 904. Departnment responsibilities.

The departnent has the follow ng powers and duti es:

20070H1142B1913 - 10 -



1 * x *
2 (3) Except as provided in section 905(f) and (g), review
3 applications and award research grants to applicants
4 consistent with the priorities established under paragraph
5 (2). Research grants may be awarded for a period not to
6 exceed [four] five years for each project.

7 * x *
8 Section 908. National Institutes of Health funding fornula.
9 (a) Eligibility.--An institution that conducts research in

10 this Commonweal th and has received funding fromthe National

11 Institutes of Health during each of the three [imediately

12 preceding] nost recent Federal fiscal years for which finalized

13 data is available fromthe National Institutes of Health as of

14 June 30 of the State fiscal year prior to the State fiscal year

15 in which the grant is awarded shall be eligible to receive a

16 grant pursuant to section 906(1). For one year fromthe

17 effective date of this act, an institution that has inmediately

18 succeeded, by asset acquisition, the research function of

19 another institution that received National Institutes of Health

20 funding during any of the four inmediately preceding fiscal

21 vyears shall be considered eligible to receive a grant pursuant

22 to section 906(1).

23 (b) Fund distribution.--Funds under this section shall be

24 distributed to eligible institutions as foll ows:

25 (1) Twenty percent shall be distributed to each

26 institution that receives nore than $175, 000,000 as an

27 average amobunt fromthe National Institutes of Health during

28 each of the three [imedi ately preceding] nost recent Federal

29 fiscal years[.] for which finalized data is available from

30 the National Institutes of Health as of June 30 of the State

20070H1142B1913 - 11 -
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fiscal year prior to the State fiscal year in which the grant

i s awar ded.

(2) Seventeen percent shall be distributed to each
institution that receives nore than $175, 000,000 in federally

sponsored research and devel opnent obligations in the

[T medi ately avail abl e precedi ng] nost recent Federal fiscal

year [as reported by] for which finalized data is avail abl e

fromthe National Science Foundation and receives nore than

[ $60, 000, 000] $50, 000,000 in direct research grant funding as

an average anount fromthe National Institutes of Health

during [the three imredi ately preceding] each of the three

nost recent Federal fiscal years[.] for which finalized data

is avail able as of June 30 of the State fiscal year prior to

the State fiscal year in which the grant i s awarded.

(3) The renmaining funds shall be distributed to eligible

institutions based on the percentage cal cul ated by dividing

an institution's average direct research grant award fromthe
National Institutes of Health for [the three inmediately

precedi ng] each of the three nost recent Federal fiscal years

for which finalized data is avail able as of June 30 of the

State fiscal year prior to the State fiscal year in which the

grant is awarded by the sum of the average annual direct

research grant funding award fromthe National Institutes of

Health for all Pennsylvani a-based eligible institutions
during the three [imredi ately avail abl e precedi ng] nost

recent Federal fiscal years[.] for which finalized data is

avai |l abl e as of June 30 of the State fiscal year prior to the

State fiscal year in which the grant i s awarded.

(4) An institutionis not eligible to receive funds

under nore than one paragraph of this subsection.

20070H1142B1913 - 12 -



1 (5) No funds shall be given to an institution that

2 qualifies for a grant of |ess than $25,000 under this

3 section. The anpunt of funding that would have been

4 distributed to such an institution shall be redistributed

5 proportionally to institutions that are eligible under

6 subsection(b) (3).

7 (c) Additional requirenments.--An institution that receives
8 $400, 000 or nore pursuant to this section shall include the

9 following information with its application under section 907(a):
10 (1) A plan for the tinmely |licensure or conmerci al

11 devel opnent of research results conducted under this section,
12 including its managenent of intellectual property.

13 (2) Standard fornms of agreenment devel oped by the

14 institution for use in the licensing of research results.

15 (3) A plan to establish affiliations, exchanges,

16 partnershi ps or other cooperative efforts with postsecondary
17 educational institutions to provide prograns to train

18 students and health professionals in the bionmedical field.

19 (4) A description of the training opportunities provided
20 for researchers enployed by the institution relating to the
21 i censi ng and conmerci al devel opnment of research.
22 (5) Qutreach efforts directed toward informng
23 busi nesses and busi ness organi zati ons regardi ng recent
24 devel opnents in research being conducted by the institutions.
25 (6) A plan for collaboration with an applicant, an
26 institution, a regional bionedical research center under
27 Chapter 17 or a for-profit corporation or other business
28 entity to participate in the devel opnent of research
29 Section 4. Section 1702 of the act is amended by addi ng a

30 definition to read:

20070H1142B1913 - 13 -
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Section 1702. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

* * %

"Bi osci ence product." A therapeutic agent, di agnostic

bi onedi cal device, process or service related to human heal th

that i s devel oped or marketed by a for-profit or not-for-profit

institution or organi zation that is in the jurisdiction of a

regi onal bi ot echnol ogy research center established under section

Section 5. Section 1703(a) and (j) of the act are anended
and the section is amended by addi ng a subsection to read:
Section 1703. Regional biotechnol ogy research centers.

(a) Establishnent of centers.--The departnent, in
consultation with the Departnment of Health, shall establish
t hree regi onal biotechnol ogy research centers to facilitate

research and commercialization activity through the sharing of

funds and i nfrastructure.

* * %

(i.1) Application for conmercialization activities.--Each

regi onal bi ot echnol ogy research center created under this

section, acting with the approval of its board of directors,

shall annually subnit an application to the departnent

requesti ng fundi ng FROM THE Bl OTECHNOLOGY COMVERCI ALI ZATI ON <—

ACCOUNT for conmercialization activities in its respective

regi on. The application shall be based on a five-year funding

strategy. The application shall include the proposed anpunt of

noney requested, the types of commercialization activities to be

20070H1142B1913 - 14 -
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funded, the process for identifying the comrerci ali zati on

activities to be funded and the i nvestnent vehicle or vehicles

to support the commercialization activities. which-shallineclude

a—proposedreturntothe Health Account—as—contenplated by
subsection{ag){3)}— REG ONAL BI OTECHNOLOGY RESEARCH EARNI NGS ON

FUNDS RECEI VED FROM THE Bl OTECHNOLOGY COVMERCI ALI ZATI ON_ ACCOUNT

UNDER THI S SUBSECTI ON SHALL NOT BE SUBJECT TO THE PROVI SI ONS OF

SUBSECTION (G (3). The departnent nay request any ot her

i nformati on deened necessary related to the application by a

regi onal bi ot echnol ogy research center. Prior to the concl usi on

of the fifth year of each five-year funding strateqy, the

regi onal bi ot echnol ogy research center shall develop a new fi ve-

vear funding strategy on which its next five annual applications

wi ||l be based.

(j) Review and report. --
(1) Each regional biotechnol ogy research center shall be
subj ect to an annual performance review by the departnent.

The departnment nay request other nmaterials or i nfornmation

froma regi onal bi otechnol ogy research center at such other

frequency or interval that the departnent deens appropri ate.

(2) Each regional biotechnol ogy research center shall,
by Novenber 30, 2002, and annually thereafter, prepare and
submt a report to the departnment, the Departnent of Health,
the chair and mnority chair of the Appropriations Commttee
of the Senate, the chair and mnority chair of the
Appropriations Conmittee of the House of Representatives, the
chair and mnority chair of the Conmunity and Econom c
Devel opment Committee of the Senate and the chair and
mnority chair of the Commerce and Econom c Devel opnent

Committee of the House of Representatives. This report shal

20070H1142B1913 - 15 -
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1 be in a formand manner devel oped by the departnent working
2 in cooperation with the Departnent of Health and shal

3 i nclude the foll ow ng:

4 (i) The current nmenbers of the board of directors

5 for the research center

6 (i1i) A description of the research facilities,

7 i ncl udi ng space and equi pnent.

8 (iti1) The research center's current policies for the
9 managenent and devel opnent of intellectual property and
10 ownership of inventions and products created during the
11 course of research conducted through the center.

12 (iv) The research center's policies on conflicts of
13 interest and the handling of confidential naterial.

14 (v) Alisting of all organizations and for-profit

15 and nonprofit institutions utilizing the services of the
16 research center during the prior year.

17 (vi) Alisting of any licenses or other contractua
18 obligations in effect or anticipated for the intellectual
19 property devel oped at the research center during the
20 prior year.
21 (vii) A listing of any inventions, any patent
22 applications or patents issued, any products or other
23 intellectual property devel oped as a result of research
24 conducted through the research center during the prior
25 year.
26 (viii) A copy of the annual operating budget for the
27 year, with a listing of the sources of all funds,
28 i ncludi ng financial and in-kind services, personnel,
29 equi pnent or other material donations and contributions
30 by all parties involved in the research center; grants

20070H1142B1913 - 16 -



| eve

expe

acti

obtai ned by or through the research center; Federal funds

raged and expendi tures made, including infrastructure
nditures; and adm nistrative and staffing costs.

(ix) Information relating to comrerci ali zation

vities including:
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(A Alist of comercialization activities

supported by a research center in the prior year to

enter or develop markets for inventions, patents

i ssued, products or other intell ectual property.

(B) The anmpbunt of noneys expended by each for-

profit and not-for-profit instituti on and

organi zation in the precedi ng year on

commerci alization activities supported by a research

center and the anount of any return on i nvestnment to

the research center fromthose activities.

(C) The anmpbunt of noneys each for-profit and

not-for-profit instituti on and organi zati on projects

to spend on commercialization activities supported by

a research center in the current year and the return

on investnent to the research center projected from

that activity.

(D) The nane of any organi zation within or

outside this Commonweal th that has committed fundi ng

to a for-profit and not-for-profit instituti on and

organi zation in the current year for

commerci alization activities supported by a research

center and the type and anpunt of that funding.

(E) A list of potential narkets for the

bi osci ence product supported by a research center and

any and all target popul ations that could benefit

- 17 -
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fromthe commercialization activity.

(F) Any other infornmati on deened necessary by

the departnment related to comercializati on

activities supported by a research center.

Section 6. The act is anmended by adding a chapter to read:

CHAPTER 29

Bl OSCl ENCE RESEARCH DEVEL OPIVENT

Secti on 2901. Definitions.

The foll owi ng words and phrases when used in this chapter

shall have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Advi sory review panel." A panel of physicians, scientists

and researchers engaged by the Jonas Sal k Legacy Fund Board

under secti on 2903.

"Bi osci ence i ndustry." Research and devel opnent of

t echnol ogy, therapies and treatnents relative to hunan heal t h,

medi cal and life science, including nedical devices, cheni cal

and bi ol ogi cal pharnaceuticals and the bi ol ogi cal or

t echnol ogi cal delivery of such naterial s.

"Board." The Jonas Sal k Legacy Fund Board establi shed under

secti on 2903.

"Bonds." Bonds, notes, instruments, refundi ng notes and

ot her evi dences of indebtedness or obligations that the

Pennsyl vani a Econonmi ¢ Devel opnent Fi nanci ng Authority is

aut hori zed to i ssue pursuant to this chapter

"CURE." The Commonweal th Uni ver sal Research Enhancenent

Pr ogr am est abl i shed under secti on 903.

"CURE participant." A recipient of funds under secti on 908

or 909 in the fiscal year i mediately preceding the effective

date of this chapter

20070H1142B1913 - 18 -
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"CURE receipts.” Up to one-half of the funds required to be

distributed for health and rel ated research under section

306(b) (1) (iv).

"CURE receipts bonds." Limted obligati on revenue bonds

i ssued by the Pennsyl vani a Econoni ¢ Devel opnent Fi nanci ng

Aut hority pursuant to secti on 2906.

"Departnent."” The Departnent of Conmmunity and Econoni c

Devel opnent of the Commonweal t h.

"DOH." The Departnent of Health of the Commpbnweal t h.

"Donor-directed funds." Contributions nmade to the Jonas Sal k

Legacy Fund on which a donor has pl aced specific use conditions.

"Donor funds." Contributions made to the Jonas Sal k Legacy

Fund on whi ch no specific use conditions have been pl aced by the

"Econoni ¢ Devel opnent Fi nancing Law." The act of Auqust 23,

1967 (P.L.251, No.102), known as the Economnm c Devel opnent

Fi nanci ng Law.

"Fi nanci ng authority." The Pennsyl vani a Econom ¢ Devel opnent

Fi nanci ng Authority established under the act of August 23, 1967

(P.L.251, No.102), known as the Econom c Devel opnent Fi nanci ng

Law.

"Fund." The Jonas Sal k Legacy Fund establi shed under section

"I ncubator." A facility in which snmall units of space are

| eased by new conpanies in the bioscience industry and i n which

managenent of the facility maintains or provides access to

busi ness devel opnent services for use by all conpani es | easing

space in the facility.

"Infrastructure project." An activity designed to expand,

renodel, renovate, alter or construct bionedi cal research

20070H1142B1913 - 19 -
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| aboratories including biology, biochenm stry, cell biology,

m croscopy, nol ecul ar bi ol ogy, virol ogy, innunol ogy, physi ol ogy,

pat hol ogy and clinical research, including any of the foll ow ng:

(1) Wet |l aboratories, including tissue culture

| aboratori es, anaerobic chanbers, fernenters and | aboratories

to conduct studies related to bi ocheni stry, nol ecul ar

bi ol oqgy, cell biol ogy, pathol ogy, organic chenm stry and

physi cal chem stry.

(2) Dry laboratories, including the use of conputers,

el ectroni cs and anal yti ¢ equi pnent.

(3) Special function | aboratories, including the use of

el ectrophysi ol ogy, bi ophysics, el ectron ni croscopes, confocal

m croscopes, |aser equi pnent, nagneti c resonance i magi ng,

el ectron spin resonance spectroscopy, X-ray crystall ography,

mass spectronetry, flow cytonetry and roboti c equi pnent.

(4) dinical research centers.

(5) Incubator facilities to commercialize the

devel opnent of bi onedi cal drugs and devi ces.

"MBA paynents." Paynents paid or to be paid to the

Commpnweal th under the Master Settl enent Agreenent.

"Obligee of the financing authority" or "obligee." Any of

the foll ow ng:

(1) A holder or owner of CURE receipts bonds.

(2) A trustee or other fiduciary for any hol der or owner

of CURE receipts bonds.

(3) A provider of a letter of credit, policy of

muni ci pal bond i nsurance or other credit enhancenent or

liquidity facility or an agreenent for interest rate

managenent for CURE recei pts bonds.

"Opt out date." The date set by the Jonas Sal k Legacy Fund

20070H1142B1913 - 20 -
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Board for the receipt of notice from CURE partici pants that they

do not desire to participate in the programestablished in this

"Project." An infrastructure project or a starter kit

project, as the context nmy require.

"Program " The Jonas Sal k Legacy Fund Program est abli shed

under secti on 2902.

"Public health research."” Research concerning the protection

and i nprovenent of the health of popul ati ons that:

(1) Builds the evidence base to gui de policynmaking for

public health practice.

(2) Seeks to apply research studies to health practice

(3) Translates health research in a nmanner to facilitate

its application to policy, financial and organi zati onal

i ssues that concern the delivery of health care and soci al

servi ces.

(4) Produces new insights and i nnovati ve solutions to

communi ty health probl ens.

(5) Addresses an inmportant public health need, is

rel evant to reduci ng health disparities and has the potenti al

for broad i npact across nore than one subject area.

"Starter kit project." An activity to renovate, furni sh and

equi p research facilities, including the acquisition of

equi pnent and advanced i nstrunentation, to assist in attracting

highly rated research faculty to the applicant.

Section 2902. Jonas Sal k Legacy Fund Program

(a) Establishnent.--There is established a programto be

known as the Jonas Sal k Legacy Fund Program The program shal

provide grants to eliqgible applicants for projects and for the

20070H1142B1913 - 21 -
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pur poses set forth in section 2904(b). The board shall devel op

eliqgibility criteria for applicants and projects, including

pernmtted project costs, priorities in the considerati on of

applications and quidelines for the i npl enentati on of the

program including the paynent of application fees. The board

shall insure the funds are used to support basic and appli ed

research and econom ¢ devel opnent focused on i nproved heal th.

The departnment shall submt for publication in the Pennsyl vani a

Bulletin a notice of the date that the board will begin

accepti ng grant applications.

(b) Advisory review panel s. --

(1) An advisory review panel shall be engaged by the

board with respect to each proposal received. Its menbers

shall be individuals who are nationally recogni zed

physi ci ans, scientists or researchers fromthe sane or

simlar discipline as the project proposal under revi ew and

shall not be Pennsyl vani a residents. A nenber of an advi sory

revi ew panel shall not have a rel ati onshi p, enpl oyment or

otherwi se, with an appli cant whose project is under revi ew by

(2) Menbers of an advi sory review panel shall review a

proj ect proposal upon receiving it fromthe board. The revi ew

shall be conducted in a manner that recogni zes scientific and

technical nmerit and commerci ali zati on potential, on the basis

of scientific need, scientific nmethod, research design,

adequacy of facility and qualifications of the research

personnel. The advi sory revi ew panel shall provide its revi ew

and recommendati ons to the board, and the board shal

consi der the recommendati ons when nmaki ng a fundi ng

deterni nati on. The board shall pl ace heavi er wei ght or

20070H1142B1913 - 22 -
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enphasi s on an advi sory review panel's reconmendati ons

regarding a starter kit project than those regardi ng an

i nfrastructure project.

(c) Starter kit project.--

(1) A CURE participant or its affiliated nedical center

|l ocated in this Commonweal th may subnit an application to the

board requesting a grant for a starter kit project. The

application shall be on a formrequired by the board and

shall include or denonstrate all of the foll ow ng:

(i) The applicant's nane and address.

(ii) The |ocation of the project.

(iii) A description of the project.

(iv) A detail ed description of proposed expenditures

for the project.

(v) A detail ed description of other sources of

financing for the project, including the match required

under subsection (q).

(vi) A detailed statenent by the applicant of the

reasons why the project will be beneficial to the

bi osci ence i ndustry.

(vii) Any other infornmation required by the board.

(2) Upon determ ning that an application is conpl ete,

the board shall forward the application to the advisory

revi ew panel engaged by the board for review of the

feasibility of the project. The board shall also revi ew the

application and shall consider the advi sory revi ew panel's

reconmendati ons as required by subsecti on (b). Upon bei ng

satisfied that all requirenments for awarding a grant to the

appli cant have been net, the board nmy approve the

application and, if approved, the board shall award the grant

20070H1142B1913 - 23 -
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and shall notify the applicant of such approval.

(d) Infrastructure projects.--

(1) A CURE participant or its affiliated nedical center

|l ocated in this Commonweal th may subnit an application to the

board requesting a grant for an infrastructure project. The

application shall be on a formrequired by the board and

shall include or denonstrate all of the foll ow ng:

(i) The applicant's nane and address.

(ii) The |ocation of the project.

(iii) A description of the project.

(iv) A detail ed description of proposed expenditures

for the project.

(v) A detail ed description of other sources of

financing for the project, including the match required

by subsection (qg).

(vi) A detailed statenent by the applicant of the

reasons why the project will be beneficial to the

bi osci ence i ndustry.

(vii) Any other infornmation required by the board.

(2) Upon determ ning that an application is conpl ete,

the board shall forward the application to the advisory

revi ew panel engaged by the board for review of the

feasibility of the project. The board shall also review the

application and shall consider the advi sory revi ew panel's

reconmendati ons as required under subsection (b). Upon being

satisfied that all requirenments for awarding a grant to the

appli cant have been net, the board nmy approve the

application, and, if approved, the board shall award the

grant and shall notify the applicant of such approval.

(e) Donor funds.--Donor funds shall be transferred by the

20070H1142B1913 - 24 -
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departnent to the DOH for use in funding the types of qgrants

aut hori zed under section 906(2) and (3) or for other public

health research prograns.

(f) Donor-directed funds. --Donor-directed funds shall be

used, to the extent allowed by the direction, to enhance

exi sti ng Commonweal th prograns, including the program

establ i shed under this chapter. Donor-directed funds that are

required to be used for public health prograns shall be

transferred to the DOH to be used as directed.

(g) Linmtations.--

(1) A grant awarded for an infrastructure project or a

starter kit project shall not exceed 50% of the esti nated

cost of the project as approved by the board. The bal ance of

the cost of the project shall be funded by the applicant from

ot her non-State public and private sources. Mneys derived

fromnon-State public and private sources that are used to

recruit or retain faculty by an eligi ble applicant may be

counted toward the natch required by this paragraph.

(2) Subject to section 2903(1), interest earned on noney

in the fund shall be transferred by the departnent to the DCOH

to award grants for the public health research prograns in

accordance with quidelines established by the DOH and

subm tted annually for publication in the Pennsyl vani a

Bul | eti n.

(3) Except as provided in subsection (h), CURE

partici pants are not eligible to receive grants under the

program and recipients of grants under the program are not

eliqgible for fundi ng under CURE

(h) Special provisions relating to CURE and CURE

partici pants. - -
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(1) A CURE participant shall be enrolled in the program

unl ess the CURE partici pant provides witten notice to the

board by the opt out date that it does not desire to

participate in the program |f a CURE participant enrolled in

the programdesires to apply for a grant under this chapter,

it shall apply and be approved as provided in this chapter.

CURE participants enrolled in the program shall al so conti nue

to be eligible to receive fundi ng under CURE t hrough June 30,

2012, at the sane | evel provided in section 908 or 909, as

applicable, as if none of the CURE recei pts had been sold or

assi gned under section 2905. The board shall have the

authority to use noneys in the fund to suppl enent noneys

avai | abl e under section 908 or 909 for CURE in order to

continue to provide funding at this | evel through June 30,

2012. A CURE partici pant may use National Institutes of

Health funds as a match agai nst noneys in the fund used to

suppl enent noneys avail abl e under this act for CURE i n order

to continue to provide funding at this | evel through June 30,

2012. This comm tnent shall not apply to any reduction in

fundi ng under CURE that occurs for reasons unrelated to the

sal e or assignnent of CURE recei pts authori zed under section

2905. After June 30, 2012, CURE participants enrolled in the

program shall continue to be eligible to recei ve fundi ng

under CURE at the |l evel then avail abl e under section 908 or

909.

(2) CURE participants that opt out of the program

pur suant to paradgraph (1) shall continue to be eligible to

recei ve fundi ng under CURE at the sanme | evel provided in

section 908 or 909, as applicable, as if none of the CURE

recei pts had been sold or assi gned pursuant to section 2905.

20070H1142B1913 - 26 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

This conm tnment shall not apply to any reduction in funding

under CURE that occurs for reasons unrelated to the sale or

assi gnnent of CURE recei pts under secti on 2905.

(3) Notwi thstandi ng any provision of law to the

contrary, the DOH is authorized to reduce the amount of a

grant to be awarded under CURE to a CURE participant who i s

enrolled in the programto the extent of the anount of any

nmoneys in the fund used by the board under paragraph (1) to

suppl enent noneys avail abl e under CURE for such grant. In

such event, the grant agreenment entered into by the DOH and

the CURE participant will govern the use of that portion of

the grant bei ng funded by MSA paynents through secti ons 908

and 909 and adm nistered by the DOH. A separate grant

agreenent shall be entered into by the board and the CURE

partici pant to govern the use of that portion of the grant

bei ng funded by the board pursuant to paragraph (1).

(4) Notwi thstandi ng any provision of law to the

contrary, the DOH is authorized to reduce the anopunt

avai l abl e for distribution under section 906(2) and (3) to an

agqgregate of the greater of 28.5% of all funds available to

the DOH under section 906 followi ng the sale or assi gnnent of

CURE recei pts under section 2905 or $10, 000, 000, provi ded

however, that the $10, 000, 000 nmi ni num anount shall be subj ect

to reduction in the event the anount of funds available to

the DOH under section 906 is reduced for reasons unrelated to

the sale or assignnent of CURE recei pts as aut hori zed under

secti on 2905.

(5) Notwi thstandi ng any provision of law to the

contrary, noneys received by the DOH for CURE in a fiscal

vear may be retained by the DOH for up to an additi onal
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fiscal year in order to conplete the award process for a

particular recipient or recipients for the fiscal year in

whi ch the noneys were recei ved. The DOH may not reassign the

noneys to other recipients.

(i) Evaluation criteria relating to diversification.--In

reviewi ng applications for grants under the program the board

shall evaluate the use and devel opnent of di sadvant aged

busi nesses as defined in 62 Pa.C.S. 8 2102 (relating to

definitions). The board shall develop criteria that eval uates

the applicant's conmitnent and plan to provide fair and

representati ve opportunities for di sadvantaged busi nesses in its

projects and in contracts relating to its projects as well as

the applicant's conmmitnent and plan to enploy in the project a

di verse professional and scientific work force, including

mnorities and wonen. I n those cases where the board has cause

to believe that an applicant receiving a grant under this

chapter has failed to conply with the provi sions of the

applicant's plan, the applicant shall be subject to sanctions.

The sancti ons nmay i ncl ude:

(1) Declaring the applicant ineligible to receive future

(2) Suspending the applicant fromreceiving grants for a

set period of tine.

(3) Requiring repaynent of a portion of the grant

awarded to the applicant.

(i) Reports.--An applicant receiving a grant under this

chapter shall report annually to the board on the progress of

the project or as often as the board deens necessary.

Section 2903. Jonas Sal k Legacy Fund Board.

(a) Establishnent.--There is hereby established in the
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consi st of the foll owi ng nenbers:

(1) The Secretary of Community and Econoni ¢ Devel opnent

or his designee, who shall be chair of the board.

(2) The Secretary of Health or his desi gnee, who shal

be secretary of the board.

(3) One individual appointed by each of the foll ow ng:

the President pro tenpore of the Senate, the Mnority Leader

of the Senate, the Speaker MAJORI TY LEADER of the House of

Representati ves and the Mnority Leader of the House of

Representatives, all of whom shall have professionally

rel evant experi ence and none of whom may be nenbers of the

CGCeneral Assenbly or staff of nenbers of the General Assenbly.

(4) Seven individuals appoi nted by the Governor, one of

whom shall be a real estate devel opnent professional, four of

whom shall be from the bi otechnol ogy or bionedi cal community,

one of whom shall be a commerci alizati on professi onal and one

of whom shall be a nenber of the Jonas Salk famly or a Jonas

Sal k fam | y-desi gnated representative, in either case with

respect to the latter nenber, chosen froma |list of at |east

t hree peopl e provided by the Jonas Salk famly to the

Gover nor

(5) Four individuals appointed by the Governor, all of

whom shall be representati ves of an academ c nedi cal center

a college or a university located in this Commpbnweal th. These

menbers shall be nonvoti ng.

(b) Conpensation.--Mnbers of the board shall serve w thout

conpensati on but shall be rei nbursed for actual and reasonabl e

expenses incurred in the performance of their official duties.

(c) Oganization.--The nenbers shall sel ect from anong
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t hensel ves such officers in addition to a chairperson and

secretary as they shall determ ne.

(d) Terns.--Menbers shall serve a termof two years fromthe

date of their appointnent and until their respective successors

are duly appointed and qualified. Mnbers shall be eliqgible for

r eappoi nt nent .

(e) Meetings.--The board shall neet at the call of the

chai r per son

(F) QUALIFIED MAJORITY VOTE. - - THE CONSENT COF A QUALI FI ED <—

MAJORI TY VOTE CONSI STI NG OF AT LEAST ONE GUBERNATORI AL_APPO NTEE

AND THE FOUR LEG SLATI VE APPO NTEES SHALL BE NECESSARY FOR THE

BOARD TO TAKE ACTI ON.

(g) Fiduciary relationship.--The nenbers of the board shal

stand in a fiduciary relationship with the Conmonwealth as to

the noneys in the fund and i nvestnents of the board.

(h) Liability.--Mnbers of the board shall not be |iable

personally on any obligati ons of the financing authority,

i ncludi ng the bonds of the financing authority.

(i) Conflict of interest.--The board shall establish

conflict of interest policies and procedures to whi ch nenbers

shal | adher e.

(i) Initial appointnment and vacancy. -- Appoi nti ng authorities

shall appoint initial nenbers to the board within 30 days of the

effective date of this chapter. Wienever a vacancy occurs on the

board, the appointing authority shall appoint a successor nenber

within 30 days of the vacancy.
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(k) Records and neetings.--The board shall keep a record of

its proceedi ngs which shall be open to i nspection by the public.

Meeti ngs of the board shall be conducted under 65 Pa.C.S. Ch. 7

(relating to open neetings).

(1) Staff and | egal representation.--The departnent shal

provi de admi ni strative staff to the board and shall provide the

board with | egal representati on. The board shall reinburse, from

i nterest earned on noneys in the fund, the departnent for the

cost of providing these services to the board.

(m Powers.--The board shall have the power and may do any

appropriate act necessary or convenient to carry out and

effectuate the purposes of this chapter. The board shall al so

have the foll owi ng powers and aut hority:

(1) To enter into contracts with i nvestnent advi sors,

fund managers and ot her consultants and advi sors as the board

deens necessary to efficiently and conpetently carry out the

provi sions of this chapter.

(2) To solicit and accept funds fromall sources.

(3) To formindependent advi sory boards and panel s.

(4) To nmnage, invest and reinvest noney in the fund

subject to the exercise of that deqree of judgnment, skill and

care under the circunstances then prevailing that persons of

prudence, discretion and intelligence who are famliar with

i nvestnent matters exercise in the managenent of their own

affairs, not in regard to specul ation but in regard to

per manent di sposition of the funds, considering the probabl e

i ncone to be derived fromthe i nvestnments and the probabl e

safety of their capital.

(5) To hold, purchase, sell, |lend, assiqgn, transfer or

di spose of any securities and i nvestnents, including equity
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securities, in which noney in the fund or the accounts has

been i nvested, the proceeds of the investnents, including any

di rected conm ssions that have accrued to the benefit of the

fund as a consequence of the investnents, and noney bel ongi ng

to the fund subject to the standard of prudence in this

secti on.

Section 2904. Jonas Sal k Legacy Fund.

(a) Establishnent.--A special fund is hereby established

within the State Treasury to be known as the Jonas Sal k Legacy

Fund. The followi ng shall be deposited into the fund:

(1) Proceeds of the sale or assignment of the CURE

recei pts to the financing authority received by the

Commpnweal t h.

(2) Federal funds.

(3) Private funds, including funds from f oundati ons,

donor funds and donor-directed funds, contributed to the

(4) WNMoneys contributed to the fund by Commbnweal t h

(5) Any other noneys appropriated by the General

Assenbly to the fund.

(6) Interest earned on nobneys in the fund.

(b) Use of funds.--Mneys in the fund shall be used for the

grants to be awarded under the program for the purposes set

forth in this chapter to pay reasonable fees to i nvest nent

advi sors or fund nanagers engaged by the board pursuant to

section 2903 and to pay the expenses of the board in the

admi ni stration of the program MNbneys in the fund are hereby

appropri ated, upon approval of the Governor, for the purposes

set forth in this chapter
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Section 2905. Sale or assignnent of CURE receipts.

(a) Sale or assignnent.--The Commonweal th i s aut hori zed,

with the approval of the Governor, to sell absolutely or assign

irrevocably, in whole or in part, to the financing authority the

Commpnweal th's right, title and interest in and to the MSA

paynents to the extent of the anpunt of the CURE receipts.

References in this section to the CURE recei pts shall be deened

to refer to the MSA paynents to the extent of the anpunt of the

CURE receipts. In order to effectuate the sale or assi gnnent,

the Commonweal th shall have the authority to do all of the

(1) Execute sales or irrevocabl e assi gnnents of all or a

porti on of the Commonwealth's right, title and interest in

and to the MBSA paynents to the extent of the anount of the

CURE receipts. If sales are utilized, each sale shall be

deened a true sale of property and shall be evidenced by a

pur chase and sal e agreenent and such ot her docunentati on as

the financing authority deens necessary or desirabl e.

(2) Effectuate the sale or assignment without regard to

exi sting | aws governi ng ot her property sales or financial

transacti ons by the Commpnweal t h.

(3) Enter into covenants with the financing authority

regardi ng the use of proceeds of the sale or assignnent so as

to protect continuing tax exenpti on on the financing

authority's tax-exenpt bonds, if applicable.

(4) Exercise such powers in accordance with such terns

and condi ti ons and docunentation as the financi ng authority

deens necessary or desirable.

(b) Deposit of proceeds.--Proceeds received by the

Commpnweal th fromthe sale or assi gnnent of CURE recei pts shal
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be deposited into the fund.

(c) Paynents to financing authority.--Notw thstandi ng any

provision of lawto the contrary, if the Commonwealth sells or

assigns, in whole or in part, to the financing authority the

Commpnweal th's right, title and interest in and to the CURE

recei pts, then to the extent of the CURE recei pts sold or

assi gned, all noneys that otherwi se would be required to be paid

to the DOH for CURE under section 306, and all rights to receive

t hose paynments whether now existing or hereafter conming into

exi stence, shall be paid directly by the State Treasurer to the

financing authority or its trustee i nmedi ately upon recei pt by

the Commonweal th, deposited into a trust fund established by the

financi ng authority and pl edged to pay the CURE recei pts bonds

until all CURE recei pts bonds, together with the interest on

t hose bonds, and all obligations of the financing authority

relating to the CURE recei pts bonds are fully paid or provided

for. The authority of the State Treasurer to nake paynents to

the financing authority as provided in this subsecti on shal

constitute a continuing appropriation, and funds to be paid

pursuant to this subsection shall not |apse. Al CURE receipts

sold or assigned to the financing authority at all tines shal

be property of the financing authority and shall not be property

of the Commpnweal t h.

(d) Bankruptcy.--The financing authority shall not have the

ri ght to commence a bankruptcy case under 11 U.S.C. Ch. 9

(relating to adjustnent of debts of a nunicipality) so | ong as

any CURE bonds are outstandi ng.

Section 2906. CURE recei pt bonds.

(a) Authorization.--The financing authority may i ssue CURE

recei pts bonds in the manner provided in this chapter and in the
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Econom ¢ Devel opnent Fi nancing Law for the i ssuance of fi nancing

aut hority i ndebtedness. In connection with the i ssuance of CURE

recei pts bonds, and in order to secure the paynent of the CURE

recei pts bonds, the financing authority, in addition to its

ot her powers set forth in this chapter, shall have all powers

granted to it in this chapter and under the Econoni ¢ Devel opnent

Fi nanci ng Law.

(b) Taxability.--CURE recei pts bonds nay be taxable or tax-

exenpt bonds.

(c) Use of proceeds.--The proceeds of an i ssue of CURE

recei pts bonds shall be used to pay the purchase price for the

CURE receipts; to fund any required reserves, including debt

service reserves; to capitalize interest; and to pay costs of

i ssuance, including, but not limted to, costs of obtaining

credit enhancenment for the CURE recei pts bonds.

(d) WMaturity.--CURE recei pts bonds shall mature at such tine

or tines not exceeding 40 yvears fromtheir respecti ve dates of

original issue as the financing authority shall by resol ution

det er ni ne.

(e) Sale.--CURE recei pts bonds may be sold at public sal e,

invited sale or private sale for the price or prices the

financi ng authority determ nes.

(f) Neqgotiable instrunents.--CURE recei pts bonds shall have

the qualities of negotiable instrunents under 13 Pa.C. S.

(relating to commerci al code).

(g) Refunding.--Subject to the provisions of this chapter

and the terns of CURE receipts bonds i ssued in accordance with

this chapter, the financing authority may refund any outstandi ng

CURE recei pts bonds whether the debt represents princi pal or

interest, in whole or in part, at any tine. For the purposes of
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this subsection, the term"refund" and its vari ati ons neans the

i ssuance and sale of obligations the proceeds of which are used

or are to be used for the paynent or redenpti on of outstanding

obligati ons upon or prior to maturity.

(h) Interest rate managenent.--Wth respect to bonds, the

financi ng authority may negoti ate and enter into interest rate

exchange agreenents, interest rate cap agreenents, coll ar

agreenents, corridor agreenents, ceiling agreenments, fl oor

agreenents, forward agreenents, float agreenents and ot her

simlar agreenents, which, in the judgnent of the financing

authority, will assist the financing authority in nmanagi ng the

i nterest costs of the financing authority.

(i) No debt or liability of Conmmobnweal th. - -

(1) CURE receipts bonds i ssued under this chapter shal

not be a debt or liability of the Commbonweal th or any

political subdivision and shall not create or constitute any

i ndebt edness, liability or obligation of the Commonweal th or

any political subdivision, |egal, noral or otherw se.

(2) CURE receipts bonds shall be payable solely fromthe

(i) The proceeds of CURE recei pts bonds.

(ii) The CURE receipts sold or assigned to the

fi nanci ng authority.

(3) Al CURE receipts bonds shall contain on their faces

a statenent to the effect that:

(i) The financing authority is obligated to pay the

principal of or the interest on the CURE recei pts bonds

only fromits revenues, receipts or funds pl edged or

avai l able for their paynent as authorized in this
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(ii) Neither the Commonweal th nor any political

subdivision is obligated to pay the princi pal or

i nt erest.

(iii) Neither the faith and credit nor the taxing

power of the Commonweal th or any political subdivisionis

pl edged to the paynent of the principal of or the

i nterest on the CURE recei pts bonds.

(j) Nonliability.--No financing authority board menber,

enpl oyee of the financing authority or person executi ng the CURE

recei pts bonds shall be |iable personally on any CURE recei pts

bonds by reason of their issuance. CURE recei pts bonds shal

contain a statenent of the limtation set forth in this

subsecti on.

(k) CURE receipts bonds deened valid.--Any CURE receipts

bond reciting in substance that it has been i ssued by the

financi ng authority to acconplish the public purposes of this

chapter shall be conclusively deened in any suit, action or

proceedi ng i nvolving the validity or enforceability of the CURE

recei pts bonds or security for the bonds to have been issued for

such pur pose.

(1) Notice and chall enges. - -

(1) The financing authority shall file a copy of any

resol uti on authori zing the i ssuance of CURE recei pts bonds

adopted by it for public inspection inits office and in the

office of the secretary of the departnent, and shall publish

in the Pennsyl vania Bulletin a notice stating the fact and

date of the adopti on, the pl aces where the resol uti on has

been so filed for public inspection, the date of publication

of the notice and that any action or proceedi ng of any kind

or nature in any court questioning the validity or proper
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1 aut hori zation of CURE receipts bonds provided for by the

2 resolution, or the validity of any covenants, agreenents or
3 contract provided for by such resolution, shall be conmmenced
4 within ten days after the publication of the notice.

5 (2) Upon publication of notice in the Pennsylvania

6 Bulletin and if no action or proceedi ng questioning the

7 validity or proper authorization of CURE receipts bonds or

8 the validity of any covenants, agreenents or contracts

9 provided for by the resolution shall be conmenced within ten
10 days after the publication of the notice in the Pennsylvania
11 Bulletin, then all residents, taxpayers and all other persons
12 forever shall be barred and foreclosed frominstituting or

13 conmenci ng any action or proceeding in any court or pleading
14 any defense to any action or proceedi ngs, questioning the

15 validity or proper authorization of such CURE receipts bonds
16 or the validity of the covenants, agreenents or contracts,

17 and the CURE receipts bonds, covenants, agreenents and

18 contracts shall be conclusively deened to be valid and

19 bi ndi ng obligations in accordance with their terns and tenor.
20 (3) After the issuance of CURE receipts bonds, all CURE
21 recei pts bonds shall be conclusively presuned to be fully
22 aut hori zed and issued by all the laws of this Commobnweal t h,
23 and any person shall be estopped from questioning their sale,
24 execution or delivery by the financing authority.
25 (m Contracts with obligees of financing authority.--Except
26 as otherw se provided in any resolution of the financing
27 authority authorizing or awarding CURE receipt bonds, the terns
28 of the CURE receipts bonds and of this chapter in effect when
29 the CURE receipts bonds were authorized shall constitute a

30 contract between the financing authority and obligees of the
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(n) Commpbnweal th pledge; limtati on of powers. --

(1) The Commonweal th pl edges to and agrees with each

obligee of the financing authority that the Commonwealth wil |

not limt or alter the rights and powers vested in the

financi ng authority or otherwi se created by this chapter in

any nanner inconsistent with the obligati ons of the financing

authority to its obligees until all CURE recei pts bonds at

any tine issued, together with the interest on the CURE

recei pts bonds, are fully paid and di scharged.

(2) |If and to the extent that the Commpnweal th sells or

assi gns CURE recei pts pursuant to secti on 2905, the

Commpnweal th pl edges to and agrees with each obli gee of the

financi ng authority that the Commpbnweal th will not abolish or

reduce the financing authority's rights to receive anounts

set forth in section 2905(c), including, but not limted to,

abol i shing or reducing the anounts required to be transferred

to the DOH under section 306.

(0) CURE receipts bonds to be | egal investnents.--

(1) CURE receipts bonds i ssued pursuant to this chapter

are securities in which all of the foll owing may properly and

legally invest funds, including capital, deposits or other

funds in their control or belonging to them

(i) GCovernnent agenci es.

(ii) |nsurance conpani es.

(iii) Trust conpani es.

(i v) Banking associ ati ons, banki ng corporati ons and

savi ngs banks.
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1 (v) Investnent conpanies.

2 (vi) Executors, trustees and other fiduciaries.

3 (vii) Trustees of any retirenent, pension or annuity
4 fund or system of the Commobnwealt h.

5 (2) CURE receipts bonds issued by the financing

6 authority are securities that nay properly and legally be

7 deposited with and received by a governnent agency for any

8 purpose for which the deposit of bonds or other obligations

9 of the Conmonwealth are authorized by |aw

10 (p) Additional rights.--An obligee of the financing

11 authority shall have the right in addition to all other rights
12 that may be conferred on the obligee, subject only to any

13 contractual restrictions binding upon the obligee:

14 (1) By nmandanus, suit, action or proceeding at law or in
15 equity, to conpel the financing authority and the nenbers,

16 officers, agents or enployees of the financing authority to
17 performeach and every term provision and covenant contai ned
18 in _any bond or contract of the financing authority with or

19 for the benefit of the obligee and to require the carrying
20 out of any or all covenants and agreenents of the financing
21 authority and the fulfillnment of all duties inposed upon the
22 financing authority by this chapter.
23 (2) By proceeding in equity, to obtain an injunction
24 agai nst _any acts or things that may be unlawful or the
25 violation of any of the rights of the obligee of the
26 financing authority.
27 (3) To require the financing authority to account as if
28 it were the trustee of an express trust for the obligees of
29 the financing authority for any pledged revenues received.
30 (4) To enforce a pledge of or security interest in
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revenues of the financing authority securi ng paynent of the

CURE recei pts bonds agai nst all Commonweal th and | ocal public

officials in possessi on of any revenues at any time, which

revenues nmay be collected directly fromsuch officials upon

noti ce by the obligee of the financing authority or a trustee

for application to the payment of the CURE recei pts bonds as

and when due for deposits in any sinking, bond or debt

service fund established with the trustee at the tines and in

the anmpbunts specified in the CURE recei pts bonds or the

resol uti on or indenture or trust agreenent securing the CURE

recei pts bonds. Any Conmmpbnweal th or | ocal public official in

possessi on of any revenues shall make paynent agai nst recei pt

and shall thereby be di scharged fromany further liability or

responsi bility for the revenues. If the paynent is to an

obligee of the financing authority, it shall be nade agai nst

surrender of the CURE receipts bonds to the payor for

delivery to the financing authority in the case of paynent in

full, otherwise, it shall be nade agai nst producti on of the

CURE recei pts bonds for notati on on the bonds of the anpunt

of the paynent. The provisions of this section with respect

to the enforceability and coll ecti on of revenues that secure

CURE recei pts bonds of the financing authority shal

supersede any contrary or inconsistent statutory provision or

rule of | aw

(5) This subsection shall be construed and applied to

fulfill the |eqislative purpose of clarifying and

facilitating the financing of the financing authority by

assuring to the obligees of the financing authority the ful

and i nmedi ate benefit of the security for the financing

wi t hout delay, dimnution or interference based on any
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statute, decision, ordi nance or adninistrative rule or

(q) Validity of pledge.--Any pledge or grant of a lien on or

security interest in CURE recei pts nmade by the financing

authority shall be valid and binding fromthe ti me when the

pl edge is made. The CURE recei pts so pl edged and thereafter

recei ved by the financing authority shall inmedi ately be subj ect

to the lien of any such pledge, lien or security interest

wi t hout any physical delivery of the CURE recei pts or further

act. The lien of the pl edge or security interest shall be valid

and bi nding as agai nst all parties having clains of any kind in

tort, contract or otherw se agai nst the financi ng authority

irrespecti ve of whether the parties have notice of any such

pl edge. Nei ther the resol uti on nor any other instrument of the

financi ng authority by which a pledge, lien or security interest

is created need be recorded or filed to perfect such pl edge or

security interest.

(r) Security interest in funds and accounts.--Any noneys

deposited in any fund created by the financing authority pl edged

to be used to pay debt service on CURE recei pts bonds of the

financi ng authority, including any sinking fund or debt service

reserve fund, and all investnents and proceeds of investnents

thereof, shall, without further action or filing, be subjected

to a perfected security interest for the obligees of the

financing authority with respect to the CURE recei pts bonds

until such noneys or investnents shall be di sbursed in

accordance with this chapter and subject to the terns of any

trust indenture or other contract between the financing

authority and the obligees of the financing authority with

respect to the CURE recei pts bonds.
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(s) Exenption from State and | ocal taxation.--The

effectuation of the purposes of the financing authority is for

the benefit of the people of this Commponweal th, for the increase

of commerce and prosperity and for the i nprovenent of heal th,

safety, welfare and |living conditions. CURE recei pts bonds

i ssued by the financing authority, the transfer and the i ncone

fromthe CURE recei pts bonds, including profit nade on their

sale, are free from State and | ocal taxation within this

Commpnweal th. This excl usi on under this subsection shall not

extend to gift, estate, succession or inheritance taxes or any

other taxes not levied directly on the CURE recei pts bonds,

their transfer, the incone fromthe CURE recei pts bonds or the

realization of profits on their sale.

(t) Exenptions from Federal taxation.--

(1) |If the CURE recei pts bonds i ssued by the financi ng

authority are tax-exenpt bonds for which Federal | aw requires

a private activity volune cap all ocation, the departnent nay

i ssue an all ocation upon receipt of a witten request by the

financing authority. An all ocation nust be i ssued by the

departnent prior to the approval of the resol ution

aut hori zing the i ssuance of the bonds by the financing

(2) |If gubernatorial approval is required by Federal or

State | aw, the Governor may approve the i ssuance of the CURE

recei pts bonds by the financing authority upon recei pt of

witten request for approval fromthe financing authority.

The witten request nust state all of the foll ow ng:

(i) The financing authority has conducted a public

hearing, with appropriate public notice, concerning the

pur poses for which the bonds are to be issued.
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1 (ii) A description of the project or projects that
2 will benefit fromthe grants being funded by the bonds.
3 (iii) A description of the grant or grants awarded
4 for the project or projects.

5 (iv) A summary of the comments made and questions

6 posed at the public hearing.

7 (u) Rights and renedies of obligees.--The rights and

8 renedies conferred upon or granted to obligees of the financing
9 authority pursuant to this chapter shall be in addition to and
10 not in limtation of rights and renedies lawfully granted to

11 obligees of the authority by resolution providing for the

12 issuance of bonds or by any trust agreenent or another agreenent
13 under which the CURE receipts bonds nmay be issued or secured.
14 Section 7. This act shall take effect imediately.

C19L35AJM 20070H1142B1913 - 44 -



