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FLOOR AMENDMENT

The Floor Leader offers his first floor amendment to File No. 2012-347:
(1) On page 2, line 11 and 12, strike “WAIVING THE PUBLIC INVESTMENT POLICY”;

(2) On page 3, line 27, strike “on file” and insert “second revised on file, labeled as “Second Revised On File, Amd Eco Dev Agree, July 24, 2012 – Floor””;
(3) On page 5, line 16, strike “on file” and insert “second revised on file”;

(4) On page 5, line 20, strike “Exhibit 1” and insert “Revised Exhibit 1, labeled as “Revised Exhibit 1, Amd Proj Sum, June 19, 2012 – RCDPHS””;

(5) Remove the Economic Development Agreement between the City of Jacksonville, the JEDC and Novitas Solutions, Inc. on file with Legislative Services and replace with the second revised on file document attached hereto; 
(6) Remove Exhibit 1 and replace with the Revised Exhibit 1, attached hereto; and

(7) On page 1, line 1, amend the introductory sentence to add that the bill was amended as reflected herein.    

Form Approved:

    /s/ Margaret M. Sidman__________
Office of General Counsel

Legislation Prepared By:
Margaret M. Sidman
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Company:  Novitas Solutions, Inc.
532 Riverside Avenue
Jacksonville, FL. 32202
Catherine Robbins
(904) 791-8763

Executive Summary

Novitas Solutions, Inc., (Novitas) is a Pennsylvania corporation headquartered in Camp Hill, PA.,
and a subsidiary of Blue Cross Blue Shield of Florida, Inc. They have proposed to locate a business
unit in Jacksonville to provide management consultant services and serve as Medicare
Administrative Contractor (MAC) for Medicare beneficiaries and assorted health care providers.
Recently, Novitas was awarded a contract to perform administrative services for Medicare
beneficiaries in the states of Arkansas, Colorado, Louisiana, Mississippi, New Mexico, Oklahoma
and Texas. Novitas proposes to create up to 250 new full-lime economic based jobs to perform the
administrative services for the Medicare beneficiaries for the multi-state MAC contract. The
average wage of the jobs to be created is $45,834 equal to 115% of the 2011 State of Florida
average wage. Additionally, Novitas estimates it would have to invest $1.0 million in machinery,
equipment, 1T, fumniture and fixtures to support the new employees. Novitas proposes to lease
office space at 532 Riverside Avenue within Jacksonville’s Enterprise Zone and designated
Brownfield Redevelopment Area to accommodate the 250 new employees.

Company Background

Novitas Solutions, Inc. (formerly Highmark Medicare Services) was incorporated in Pennsylvania
on July 27,2006. They were acquired by Diversified Services, Inc., a wholly-owned subsidiary of
Blue Cross and Blue Shield of Florida, Inc., in December 2011. Their corporate headquarters is
located in Camp Hill, PA. Novitas is the current MAC for Jurisdiction 12 (J12), which covers
Delaware, Maryland, New Jersey, Pennsylvania, and Washington D.C. The new contract being
awarded to Novitas for Jurisdiction H (JH) will add the states of Arkansas, Louisiana, Mississippi,
Oklahoma, Colorado, New Mexico and Texas. With the award of the Medicare JH contract
Novitas will provide administrative services for more than 8.4 million Medicare bencficiaries,
approximately 1,800 hospitals, 287,000 physicians and other healthcare practitioners for 11 states
and the District of Columbia. Under the MAC JH contract Novitas will also be responsible for
key specialty functions, including processing Indian Health Service facility claims for the entire
United States and serving as the designated A/B MAC to support centralized billing by
immunization clinics.

Project Parameters:

=  Employment:
Novitas proposes to provide the administrative support services resulting in the creation of 250
new, full-time jobs no later than December 31, 2014, Medicarc has approved Novitas Solutions,
Inc. to provide the administrative support services in Jacksonville. The average wage of the
new jobs to be created is approximately $45,834 plus an exceltent employee benefits package

Revised Exhibit 1

And Proj Sum

June 19, 2012 - RCDPHS
Page 1 of 4
2012-347

Project Riverview
| Project Summary — May2+June 8, 2012
Page 2 of 4

valued at $15,000, gencrating an annual payroll of approximately $15.2 million, including
benefits. The benefits package includes health, dental, vision and life insurance; short- and long-
term disability; 401K plans; paid time off; holiday; Family Medical Leave program; tuition
assistance program; employee assistance program; employment verification; discounted
parking, service awards program; Life Care referral and employee discount program; Real
Sense tax preparation assistance; and Military Reserve Income Protection Program. The average
wage is 115 percent of the 2011 state average annual wage. Novitas has committed to hiring no
less than 10% (25) of the new employees from Jacksonville’s Enterprise Zone. The types of
jobs o be created include the following: customer service/claims representatives, operations
analysts, auditors and technical analysts. The job creation schedule is summarized as fpllows:

RO TR Job Cr
Ja

12/31/12

12/31/13
12/31/14

Estimated Investment:

Novitas estimates that this project will result in a new private capital investment of
approximately $1,000,000 through purchases of additional [T infrastructure, machinery,
equipment, fumiture and fixtures. Blue Cross Blue Shield, Inc. has previously invested over
$30 million in renovations to the 532 Riverside Avenue building.

Public Investment:

Novitas is seeking public investment through the Qualified Targeted Industry (QT1) Tax Refund
Program, Enterprise Zone and Brownfield Area Bonus. Because the jobs being proposed are
within a state-targeted industry Financial Services (Insurance), and will offer an average wage
of approximately $45,834, which is 115 percent of the 2011 state average ($3,000), located in an
Enterprise Zone ($3,000) and designated Brownfield Area ($2,500) the project meets the
requirements for $8,500 per job under this state program. The total QT1 award would be
$2,125,000. The city’s portion of the QT is 20 percent of the award, up to $425,000. The State
of Florida’s portion is 80% of the award, up to $1,700,000.

Public Investment Ratios:

City Dollars: Job $1,700:1
State Dollars: Job $6,800:1
Taxable Prnivate Capital Invesiment: Job $4,000:1
Taxable Private Capital Investment: City Dollars $2.35:51.00
Taxable Private Capilal Investment: State Dollars $.59:31.00
Annual Payroll: City Dollars 335.76:$1.00
Annual Payroll: State Dollars $8.94:51.00
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2 Public Investment Rationale:

Currently the Centers for Medicare & Medicaid Services (CMS), a division of the U.S.
Department of Health and Human Services, is responsible for overseeing the nation’s Medicare
and Medicaid programs. CMS has divided the country into 15 jurisdictions with plans to reduce
to five by 2015. Nationwide there are currently nine MAC’s administering the Medicare
program, including Novitas. While all of the MAC’s are technically competent, administrative
cost is becoming a major factor in awarding these contracts. The availability of state and local
public investment programs to lower the payroll and operating costs will enable Novitas to
provide and perform the agreed upon administrative services in Jacksonville versus
Pennsylvania. These financial industry support services are virtual and can be performed
anywhere in the United States.  The Qualified Target Industry Tax Refund is a material factor
to Novitas Solutions, Inc. being able to provide the administrative support services and create
the proposed 250 new jobs in Jacksonville.

= Public Investment Protections:

The QTI Program has a built-in remedy related to both the number of jobs and the actual wages.
In accordance with the requirements of the QT1 Program with Enterprise Zone and Brownfield
Bonus, and in consideration for the total tax refund grant of $2,125,000 (the city’s portion
equals 20 percent, or $425,000), if the company fails to create 250 new, full-time economic-
based jobs at the anticipated wage levels within the timeframe set forth by the QTI application,
the annual payments will be adjusted downward proportionately with the adjustment of the state
QTI refunds. The QTI refund will be made annually based on the actual number of full-time
Jobs created (not to exceed 250) and only after verification of the average wages actually paid.
The QTI refund will also be based on the amount of state and local taxes actually paid by the
Company, and its parent BCBSF. Therefore, the refund payments will not be made until it can
be verified that the company has achieved its contractual obligations. This verification will be
performed each year during the term of the QTI program. It is important to also note that the per
Job tax refunds are paid in increments of 25 percent of the total QTT award per year as the 250
new full-time permanent employees are hired.

*  Project Site:
Novitas proposes lo lease office space within the existing Blue Cross Blue Shield building
located at 532 Riverside Avenue, Jacksonville, Florida. This project site is located within
Council Distnct 9, represented by Councilmember Warren A. Jones.

»  Community Service Commitment:
Novitas Solutions, Inc. as a wholly owned subsidiary of Blue Cross and Blue Shield of Florida,
Inc. is interested in following in the community service tradition of its parent and affiliate
companies and will identify local organizations and community service activities to support as
they grow their presence in Jacksonville over the term of the contract.

o Public Purpose:

o The project supports sustainable job growth by creating 250 new full-time economic-based
Jobs generating an annual payroll of approximately $15.2 million, including benefits.
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¢ The project supports the Mayor’s objective 10 recruit and expand higher wage jobs.

e The project allows for the location of a new target industry business in the financial services
sector with additional growth potential.

* The project will contribute 10 Duval County's tax base through a taxable private capital
investment of $1,000,000.

Requested Action

Recommend the Jacksonville City Council adopt the legislation which:
* Recommends that Novitas Solutions, Inc. be approved as Enterprise Zone Qualified Target
Industry businesses with Brownfield Bonus;
* Stales that the commitment of local financial support for the Qualified Target Industry Tax
Refund Program exists and will be appropriated in the not to exceed amount of $425,000;
* Requests the waiver of the $10 million private capital investment provision in the 2006 City
of Jacksonville Public Investment Policy for Enterprise Zone/Brownfield Redevelopment
Area projects; and
*  Authorizes the utilization of the authority provided by City Council Ordinance 2005-1460-E
requiring only two readings before City Council and authorizes the proposed Ordinance and
- all pertinent background information to the City Council Auditor simultaneous to filing with
the Legislative Services Division.
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