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AN ACT relating to bioscience business development.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS SUBCHAPTER 60 OF KRS CHAPTER 154 IS ESTABLISHED AND A NEW SECTION THEREOF IS CREATED TO READ AS FOLLOWS:

The General Assembly finds and declares that:

(1)
The biosciences develop uses of biochemistry, molecular biology, biotechnology, and life sciences to promote and enhance health care, veterinary medicine, agriculture, forestry, energy, pharmacy, environment, and other industries in the Commonwealth;
(2)
Fields focusing on research and development, manufacturing, engineering and computer processes in pharmaceuticals, medical therapeutics, devices, instruments and diagnostics, biochemistry, microbiology, veterinary medicine, plant biology, molecular biology, genomics, nanotechnology, biodefense, biocomputing, the biological sciences, zoology, botany, horticulture, ecology, toxicology, organic and physical chemistry and homeland security applications of the biosciences, biotechnology and life sciences together exemplify new economy industries that are the future of economic development in the United States and the Commonwealth of Kentucky;
(3)
High-paying jobs and innovative commercial products ensue from the bioscience and health care industries, which require an educated workforce with advanced technical skills;
(4)
The universities, colleges, hospitals, nonprofit institutions, and private enterprises in the Commonwealth will be able to further educate and train scientists, health care professionals, entrepreneurs, skilled management, and technicians to provide a supportive environment for bioscience research, development, testing, and product commercialization activities through increased targeted investments;
(5)
Manufacturing, licensing, and commercialization of products derived from the biosciences will facilitate the development of the biosciences industry, increase the number of high-paying jobs, enhance the level of health care, and provide a financial resource for the associated educational institutions in the Commonwealth to the benefit of the Commonwealth's economy;
(6)
Businesses in the biosciences industry are different from the businesses Kentucky seeks to recruit through use of its existing economic development incentive programs, and these existing programs do not fully address the needs of businesses in the biosciences industry; and
(7)
It is in Kentucky's best interests to promote the growth, recruitment and retention of the bioscience and health care industries in the Commonwealth by creating a fund to make the Commonwealth the most desirable state in which to conduct, facilitate, support, fund and perform bioscience research, development and commercialization, to make the Commonwealth a national leader in the biosciences, to create new jobs, foster economic growth, advance scientific knowledge and improve the quality of life for the citizens of the Commonwealth.

SECTION 2.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 9 of this Act, unless the contest otherwise requires:

(1)
"Authority" means the Kentucky Economic Development Finance Authority.
(2)
"Cabinet" means the Kentucky Cabinet for Economic Development.
(3)
"Base year taxation" means:
(a)
The 2005 state income taxes payable by all qualified bioscience companies;
(b)
The 2005 state income taxes payable by all bioscience research institutions with respect to bioscience research; and
(c)
The 2005 withholding taxes payable on behalf of bioscience employees currently located in or operating in the Commonwealth.
(4)
"Bioscience employee" means:
(a)
Any employee, officer or director of a qualified bioscience company who is employed in the 2005 calendar year or after December 31, 2005, and who is a state income taxpayer; and
(b)
Any employee of a bioscience research institution who is associated with bioscience research in the 2005 calendar year or after December 31, 2005, and who is a state income taxpayer.
(5)
"Bioscience research" means any investigation for the advancement of scientific or technological knowledge of bioscience, biotechnology and life science, and any activity that seeks to utilize, synthesize, or apply existing knowledge, information or resources to the resolution of a specific problem, question or issue of bioscience, biotechnology or life science.
(6)
"Bioscience research institutions" means all universities and colleges located in the Commonwealth conducting bioscience research.
(7)
"Eligible NAICS code number" means the following NAICS code numbers and descriptions:
(a)
325411, "Medicinal and Botanical Manufacturing," comprising establishments primarily engaged in manufacturing uncompounded medicinal chemicals and their derivatives or in grading, grinding and milling uncompounded botanicals;
(b)
325412, "Pharmaceutical Preparation Manufacturing," comprising establishments primarily engaged in manufacturing in viro diagnostic substances and pharmaceutical preparations intended for internal and external consumption in dose forms, such as ampoules, tablets, capsules, vials, ointments, powders, solutions and suspensions;
(c)
325414, "Biological Product Manufacturing," comprising establishments primarily engaged in manufacturing vaccines, toxoids, blood fractions, and culture media of plant or animal origin;
(d)
334510, "Electromedical and Electrotherapeutic Apparatus Manufacturing," comprising establishments primarily engaged in manufacturing electromedical and electrotherapeutic apparatus, such as magnetic resonance imaging equipment, medial ultrasound equipment, pacemakers, hearing aids, electrocardiographs, and electromedical endoscopic equipment; and
(e)
334517, "Irradiation Apparatus Manufacturing," comprising establishments primarily engaged in manufacturing irradiation apparatus and tubes for applications, such as medical diagnostic, medical therapeutic, industrial, research and scientific evaluation. Irradiation can take the form of beta rays, gamma rays, X-rays, or other ionizing radiation.
(8)
"Fund" or "KBDI fund" means the Kentucky bioscience development and investment fund as established by Section 3 of this Act.
(9)
"Increment" for any given calendar year means the amount equal to at least fifty percent (50%), but not exceeding eighty percent (80%), of the amount determined by subtracting the base year taxation from the sum of:
(a)
The state income taxes payable in that calendar year by all qualified bioscience companies;
(b)
The state income taxes payable in that calendar year by all bioscience research institutions with respect to bioscience research; and
(c)
The withholding tax payable in that calendar year on behalf of bioscience employees currently located in or operating in the Commonwealth.

"Increment" does not include any state income taxes or withholding taxes payable in the calendar year which for that calendar year are counted as increment with respect to a development area established under KRS 65.490 to 65.499 or 65.680 to 65.699 prior to the effective date of this Act or used as a credit against assessments imposed under Subchapter 22, 23, 24, 26, or 28 of KRS Chapter 154.
(10)
"NAICS" means the North American Industry Classification System of the United States Census Bureau, United States Department of Commerce.
(11)
"NAICS code number" means the code number designated by NAICS to describe a particular industrial activity as published from time to time in the NAICS Industry Classification Manual.
(12)
"Qualified bioscience company" means a corporation, limited liability company, S corporation, partnership, registered limited liability partnership, foundation, association, nonprofit entity, sole proprietorship, business trust, person, group or other entity that:
(a)
Is engaged in the business of bioscience in the Commonwealth or has signed a written agreement to establish operations within the Commonwealth, including, without limitation, research, development, or production directed towards developing or providing bioscience products or processes for specific commercial or public purposes; and
(b)
Has filed an income tax return with the Kentucky Department of Revenue, with another state, or with the Internal Revenue Service, reporting thereon an eligible NAICS code number for each of the three (3) tax years preceding the qualified bioscience company's application for funding from the KBDI fund. An entity that did not exist in any one or all of these three (3) years may satisfy this requirement if it files a return with an eligible NAICS code number for the tax year immediately preceding the qualified bioscience company's application for funding from the KBDI fund.
(13)
"State income taxes" means the taxes levied pursuant to KRS 141.020 and 141.040.
(14)
 "Taxpayer" means a person, corporation, limited liability company, S corporation, limited partnership, registered limited liability partnership, foundation, association, nonprofit entity, sole proprietorship, business trust, group or other entity that is subject to state income taxes.
(15)
"Withholding tax" means the taxes levied pursuant to KRS 141.310.

SECTION 3.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

The Kentucky bioscience development and investment fund, "KBDI fund," is established as a fund to be administered and controlled by the cabinet. In addition to the source of funds described in Section 4 of this Act, the KBDI fund may receive appropriations, gifts, grants, federal funds and any other public or private funds. Moneys deposited into the KBDI fund shall not be expended for any purpose other than for a purpose authorized by Sections 1 to 9 of this Act.

SECTION 4.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

(1)
The authority shall consult with the commissioner of revenue and shall establish the base year taxation for all qualified bioscience companies and bioscience research institutions. The authority, in consultation with the commissioner of revenue and the boards of regents of state universities, annually thereafter shall:
(a)
Establish and report the number of bioscience employees associated with bioscience research institutions; and
(b)
Determine, report and certify the increment.
(2)
For a period of fifteen (15) years from the effective date of this Act, the State Treasurer shall annually pay to the KBDI fund the increment as certified by the authority.

SECTION 5.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

(1)
Funds in the KBDI fund may be loaned, granted or used in other financing mechanisms by the authority for the benefit of a qualified bioscience company for the following purposes:
(a)
The retention, expansion, or recruitment of qualified bioscience companies that will promote and enhance health care, veterinary medicine, agriculture, forestry, energy, pharmacy, environment or other similar industries in the Commonwealth and that are engaged in any of the following activities:
1.
Researching or developing emerging technologies;
2.
Developing uses of biochemistry, molecular biology, genetics; biotechnology, bioengineering and life sciences; or
3.
Manufacturing, licensing or commercialization of products derived from the biosciences; and
(b)
The creation of new qualified bioscience companies for rapid growth in high-paying jobs and the development of innovative commercial products.
(2)
Funds in the KBDI fund may be used for the following items:
(a)
Working capital;
(b)
Renovation, construction or any other type of improvements to roads, utilities and related infrastructure and public facilities;
(c)
Acquisition, construction or development of equipment, machinery, land, building and facilities fit-out;
(d)
Relocation expenses;
(e)
Loans or loan guarantees;
(f)
Development of start-up strategies such as seed capital and incubator programs;
(g)
Workforce training;
(h)
Research grants for patent applications, prototype development, proof-of-concept, or commercialization of intellectual property; and
(i)
All other costs or expenses of a nature comparable to those described in this subsection.
(3)
No qualified bioscience company may receive a grant, loan, incentive, assistance or other distribution in a calendar year in an amount greater than ten percent (10%) of fund assets available as of the time the distribution is made.
(4)
The authority shall, in consultation with the Department of Revenue, determine if a bioscience company is a qualified bioscience company in accordance with subsection (12) of Section 2 of this Act.

SECTION 6.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

The authority shall determine the amount and type of financing or other assistance to be provided through the KBDI fund, if any, based upon the following criteria:
(1)
Number of jobs created or retained;
(2)
Quality of jobs using measures such as the average wage and benefits of the jobs to be created or retained as compared to labor force characteristics of the county and community in which the qualified bioscience company or specific project thereof will be or is located;
(3)
Comparative overall economic impact of the qualified bioscience company or specific project thereof at the state, county, and local levels as measured by job creation and retention, private investment leverage and revenue generation;
(4)
Likelihood of successful patent portfolio; and
(5)
Feasibility of the qualified bioscience company or specific project thereof as determined by the applicant's business plan, management team, scientific validity, and collateral or other financial resources available to adequately secure financing or other assistance.
SECTION 7.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

Upon termination or dissolution of the KBDI fund, all rights and properties of the fund shall pass to and be vested in the Commonwealth, subject to the rights of lien holders and other creditors, unless the authority directs at such time that they be distributed among one or more corporations, trusts, community chests, funds or foundations organized and operated exclusively for religious, charitable, scientific, literary or educational purposes, no part of the net earnings of which inures to the benefit of any private shareholder, member or individual and no substantial part of whose activities consists of carrying on propaganda, or otherwise attempting to influence legislation.

SECTION 8.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

The authority shall have all the powers and authority, not explicitly prohibited by statute, necessary or convenient to carry out its functions, duties and responsibilities under Sections 1 to 9 of this Act. The authority may, in accordance with KRS Chapter 13A, promulgate administrative regulations necessary to fulfilling the purposes of Sections 1 to 9 of this Act, including but not limited to established standards pertaining to eligibility for KBDI fund financing or other assistance and establishing criteria for administration of the KBDI fund.

SECTION 9.   A NEW SECTION OF SUBCHAPTER 60 OF KRS CHAPTER 154 IS CREATED TO READ AS FOLLOWS:

Notwithstanding any provisions of the Kentucky Revised Statutes to the contrary, the following items shall not be taken into account for purposes of either a development area under KRS 65.490 to 65.499 or 65.680 to 65.699 established after the effective date of this Act, or for purposes of any other increment-type financing program established after the effective date of this Act:
(1)
The state income taxes payable by all qualified bioscience companies;
(2)
The state income taxes payable by all bioscience research institutions with respect to bioscience research; and
(3)
The withholding tax payable on behalf of bioscience employees.

Section 10.   This Act shall be known and may be cited as the Kentucky Biosciences Development and Investment Act.
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