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ORDINANCE 2012-347-E
AN ORDINANCE MAKING CERTAIN FINDINGS, AND APPROVING AND AUTHORIZING THE EXECUTION OF AN ECONOMIC DEVELOPMENT AGREEMENT BETWEEN THE CITY OF JACKSONVILLE (“CITY”), THE JACKSONVILLE ECONOMIC DEVELOPMENT COMMISSION (“JEDC”) AND NOVITAS SOLUTIONS, INC. (“COMPANY”), TO SUPPORT THE LOCATION OF THE COMPANY’S OPERATIONS IN JACKSONVILLE, FLORIDA (THE “PROJECT”); RECOMMENDING THAT THE COMPANY BE APPROVED BY THE STATE OF FLORIDA'S DEPARTMENT OF ECONOMIC OPPORTUNITY AS A QUALIFIED TARGET INDUSTRY (“QTI”) BUSINESS WITH ENTERPRISE ZONE BONUS, PURSUANT TO SECTION 288.106, FLORIDA STATUTES, AND APPROVED FOR A BROWNFIELD REDEVELOPMENT BONUS PURSUANT TO SECTION 288.107, FLORIDA STATUTES; EVIDENCING A COMMITMENT OF CITY SUPPORT IN AN AMOUNT NOT TO EXCEED $425,000 AS THE LOCAL FINANCIAL SUPPORT UNDER THE QUALIFIED TARGET INDUSTRY TAX REFUND PROGRAM PAYABLE OVER MULTIPLE YEARS PER GUIDELINES SET BY THE STATE DEPARTMENT OF ECONOMIC OPPORTUNITY, WITH A STATE MATCH OF $1,700,000 (INCLUDING A BROWNFIELD BONUS OF $2,500 PER JOB, ENTERPRISE ZONE BONUS OF $3,000 PER JOB), FOR A TOTAL CITY AND STATE QTI AMOUNT OF $2,125,000 FOR 250 JOBS; APPROVING AND AUTHORIZING EXECUTION OF DOCUMENTS BY THE MAYOR, CORPORATION SECRETARY AND EXECUTIVE DIRECTOR OR DEPUTY EXECUTIVE DIRECTOR OF THE JEDC; AUTHORIZING APPROVAL OF TECHNICAL AMENDMENTS BY THE EXECUTIVE DIRECTOR OR THE DEPUTY EXECUTIVE DIRECTOR OF THE JEDC; PROVIDING FOR CITY OVERSIGHT BY THE JEDC; TIMELINE FOR EXECUTION OF AGREEMENT BY THE COMPANY; Waiving the Public Investment Policy of the Jacksonville Economic Development Commission approved in Resolution 2006-119-A; PROVIDING AN EFFECTIVE DATE.

WHEREAS, Novitas Solutions, Inc. (the “Company”) has committed to create 250 permanent full-time equivalent new jobs in Jacksonville with an average salary, exclusive of benefits, of approximately $45,834 per annum by December 31, 2014, all as further described in the Project Summary attached hereto as Revised Exhibit 1, Amd. Proj. Sum, June 19, 2012 - RCDPHS; and
WHEREAS, such average salary is over 115% of the average private-sector wage in the State effective as of January 1, 2011 and exceeds the minimum wage requirement for Brownfield areas designated under Florida Statutes Section 376.80;  and

WHEREAS, the City of Jacksonville (“City”) wishes to support tax refunds for the Company in the maximum amount available under Sections 288.106-107, Florida Statutes, relating to qualified target industry businesses located in Brownfield and Enterprise Zone designated areas (the "QTI Refunds"); and

WHEREAS, the City is required to fund 20% of the amount of the basic QTI Refunds with Enterprise Zone and Brownfield Bonuses (20% of $2,125,000, or $1,700 for each of 250 new jobs, for a total City contribution of $425,000) granted to the Company as the City's "local financial support", while the State of Florida provides 80% of the QTI Refunds; and

WHEREAS, a grant of up to $8,500 in QTI Refunds (of which $2,500 are Brownfield QTI Refunds, and $3,000 are Enterprise Zone Bonus Refunds) per job is a pre-condition essential to the willingness and ability of the Company to expand its business in Jacksonville; and

WHEREAS, for the reasons more fully described in the Project Summary, the grant of QTI Refunds and Brownfield Redevelopment Bonus and Enterprise Zone Bonus Refunds serves a paramount public purpose; and

WHEREAS, the Jacksonville Economic Development Commission (“JEDC”), or its successor agency, has reviewed the application submitted by the Company for community development, and, together with representatives of the City, negotiated the Economic Development Agreement and, based upon the contents of the Economic Development Agreement, has determined the Economic Development Agreement and the uses contemplated therein to be in the public interest, and has determined that the public actions and financial assistance contemplated in the Economic Development Agreement take into account and give consideration to the long-term public interests and public interest benefits to be achieved by the City; and

WHEREAS, the Company and JEDC have requested the City and JEDC to enter into an Economic Development Agreement in substantially the form placed as second revised on file labeled as “Second Revised On File, Amd Eco Dev Agree, July 24, 2012 – Floor” with the Legislative Services Division; now therefore,
BE IT ORDAINED by the Council of the City of Jacksonville:

Section 1. 
Findings. It is hereby ascertained, determined, found and declared as follows:

(a) The recitals set forth herein are true and correct.

(b) The location of the Company’s Medicare claims servicing division in Jacksonville, Florida, within Jacksonville’s designated Brownfield Area and Enterprise Zone (“Project”) is more particularly described in the Economic Development Agreement.  The Project will promote and further the public and municipal purposes of the City. 

(c) Enhancement of the City's tax base and revenues, especially in the Brownfield and Enterprise Zone designated areas, are matters of State and City policy and State and City concern in order that the State and its counties and municipalities, including the City, shall not continue to be endangered by unemployment, underemployment, economic recession, poverty, crime and disease, and consume an excessive proportion of the State and City revenues because of the extra services required for police, fire, accident, health care, elderly care, charity care, hospitalization, public housing and housing assistance, and other forms of public protection, services and facilities.

(d) The provision of the City's assistance as identified in the Economic Development Agreement is necessary and appropriate to make the Project feasible; and the City's assistance is reasonable and not excessive, taking into account the needs of the Company to make the Project economically and financially feasible, and the extent of the public benefits expected to be derived from the Project, and taking into account all other forms of assistance available.

(e) The Company is qualified to carry out and complete the construction and equipping of the Project, in accordance with the Economic Development Agreement.

(f) Recommendation for QTI Refunds.  The Council, acting in its capacity as a county, hereby recommends to the State of Florida Department of Economic Opportunity that the Company be approved as a "qualified target industry business" pursuant to Section 288.106, Florida Statutes.

(g) The authorizations provided by this Ordinance are for public uses and purposes for which the City may use its powers as a county, municipality and as a political subdivision of the State of Florida and may expend public funds, and the necessity in the public interest for the provisions herein enacted is hereby declared as a matter of legislative determination.

(h) This ordinance is adopted pursuant to the provisions of Chapter 163, 166 and Chapter 125, Florida Statutes, as amended, the City’s Charter, and other applicable provisions of law.
Section 2. 
Economic Development Agreement Approved.
There is hereby approved, and the Mayor and Corporation Secretary are authorized to enter into an Economic Development Agreement (“Agreement”) between the City, the JEDC and the Company, substantially in the form second revised on file with the Legislative Services Division (with such “technical” changes as herein authorized), for the purpose of implementing the recommendations of the Jacksonville Economic Development Commission, as are further described in the Project Summary attached hereto as Revised Exhibit 1, labeled as “Revised Exhibit 1, Amd Proj Sum, June 19, 2012 – RCDPHS”.  

The Agreement may include such additions, deletions and changes as may be reasonable, necessary and incidental for carrying out the purposes thereof, as may be acceptable to the Mayor, or his designee, with such inclusion and acceptance being evidenced by execution of the Agreement by the Mayor or his designee.  No modification to the Agreement may increase the financial obligations or the liability to the City and any such modification shall be technical only and shall be subject to appropriate legal review and approval of the General Counsel, or his designee, and all other appropriate action required by law (“technical” is herein defined as including, but not limited to, changes in legal descriptions and surveys, descriptions of infrastructure improvements and/or any road project, ingress and egress, easements and rights of way, performance schedules (but only to the extent required to align the City’s Performance Schedule with any changes to performance schedules set forth in the agreement between the Company and the State of Florida Department of Economic Opportunity) design standards, access and site plan, which have no financial impact).

Section 3. 
QTI Local Financial Support Approved. By this ordinance, the City is authorized and directed to provide "local financial support," as defined in Section 288.106, Florida Statutes, in the aggregate amount of up to $425,000 or 20% of the amount of the QTI Refunds with Brownfield and Enterprise Zone bonuses granted to the Company by the State, whichever is less.  Such local financial support shall be made available in the amount of up to $8,500 per new job for up to 250 new jobs created by the Company in connection with the Project. The funding for such local financial support will be made available by future appropriation of the Council over the time period described in the guidelines referenced in the heading of this Ordinance if such new jobs are created.
Section 4. 
Designation of Authorized Official/JEDC Contract Monitor.  The Mayor is designated as the authorized official of the City for the purpose of executing and delivering any contracts, notes and documents and furnishing such information, data and documents for the Agreement as may be required and otherwise to act as the authorized official of the City in connection with the Agreement, and is further authorized to designate one or more other officials of the City to exercise any of the foregoing authorizations and to furnish or cause to be furnished such information and take or cause to be taken such action as may be necessary to enable the City to implement the Agreement according to its terms.  The JEDC is hereby required to administer and monitor the Agreement and to handle the City's responsibilities thereunder, including the City's responsibilities under the Agreement working with and supported by all relevant City departments.

Section 5. 
Further Authorizations.  The Mayor, or his designee, and the Corporation Secretary and the Executive Director or the Deputy Executive Director of JEDC, or the designee of either, are hereby authorized to execute the Agreement and all other contracts and documents and otherwise take all necessary action in connection therewith and herewith. The Executive Director or the Deputy Executive Director of the JEDC, as contract administrator, is authorized to negotiate and execute all necessary changes and amendments to the Agreement and other contracts and documents, to effectuate the purposes of this Ordinance, without further Council action, provided such changes and amendments are limited to amendments that are technical in nature (as described in Section 2 hereof, and further provided that all such amendments shall be subject to appropriate legal review and approval by the General Counsel, or his designee, and all other appropriate official action required by law.  

Section 6.   Oversight Department.
The JEDC shall oversee the project described herein.

Section 7.   Execution of the Agreement.   If the Agreement approved by this ordinance has not been signed by the Company within ninety (90) days after the JEDC delivers or mails the unexecuted Agreement to the Company for execution, then the City Council approval of the Project and authorization for the Mayor to execute the Agreement is automatically revoked, provided however, that the Executive Director or the Deputy Executive Director of the JEDC shall have the authority to extend such ninety (90) day period in writing at his discretion for up to an additional ninety (90) days.
Section 8. Waiver of Public Investment Policy.  The approvals set forth herein represent a waiver of the Public Investment Policy of the Jacksonville Economic Development Commission as approved in Resolution 2006-119-A in that a 10 million dollar private investment is not being required of Novitas Solutions, Inc.   
Section 9. Effective Date.   This Ordinance shall become effective upon signature by the Mayor or upon becoming effective without the Mayor’s signature.

Form Approved:
    /s/ Steven E. Rohan________
Office of General Counsel

Legislation prepared by: Lisa Z. Bosch
G:\SHARED\LEGIS.CC\2012\Ord\Novitas QTI Legislation LZB v05 FiNANCE.Floor.enrolled.doc
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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 10 250 new full-time 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 10 115% of the 2011 State of Florida
average wage. Additionally, Novitas estimates it would have to invest $1.0 million in machinery,
equipment, 1T, furiture 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.

Companv 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 201 1. 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 excellent employee benefits package
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valued at $15,000, generating 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 1o hiring no
less than 10% (25) of the new employees from Jacksonville’s Enterprise Zone. The types of
Jobs to be created include the following: customer service/claims representatives, operations
analysts, auditors and technical analysts. The job creation schedule is summarized as follows:

BT LR ule'S R AR
Year ! Date Created By
1 12/31/12
2 12/31/13
3 12/31/14
Total

Estimated Investment:

Novitas estimates that this project will result in a new private capital investment of
approximately $1,000,000 through purchases of additional IT infrastructure, machinery,
equipment, furniture 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 (QTI) 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 (33,000) and designated Brownfield Area ($2,500) the project meets the
requirements for $8,500 per job under this state program. The total QTI award would be
$2,125,000. The city’s portion of the QTI 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 Private Capital Invesiment: Job $4,000:1
Taxable Private Capital Investment: City Dollars $2.35:51.00
Taxable Private Capital Investment: State Dollars $.59:51.00
Annual Payroll: City Dollars $35.76:51.00
Annual Payroll: State Dollars $8.94:51.00

June 19,

Revised Exhibit 1
Amd Proj Sum
2012 - RCDPHS

Page 2 of 4
2012-347

Project Riverview
| Project Summary — May23+June §, 2012
Page 3 of 4

@ 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 1s 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 QTI 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 QTI award per year as the 250
new full-time permanent employees are hired.

= Project Site:
Novitas proposes to 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 District 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. 1s 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.

®  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 1o recruit and expand higher wage jobs.
o 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 to 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;
* States 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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