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ORDINANCE 2010-350-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 XORAIL, INC. (“DEVELOPER”), TO SUPPORT THE EXPANSION OF DEVELOPER’S EXISTING HEADQUARTERS IN JACKSONVILLE, FLORIDA (THE “PROJECT”); RECOMMENDING THAT DEVELOPER BE APPROVED BY THE STATE OF FLORIDA'S OFFICE OF TOURISM, TRADE AND ECONOMIC DEVELOPMENT AS A QUALIFIED TARGET INDUSTRY (“QTI”) BUSINESS PURSUANT TO SECTION 288.106, FLORIDA STATUTES; EVIDENCING A COMMITMENT OF CITY SUPPORT IN AN AMOUNT NOT TO EXCEED $33,000 AS THE LOCAL FINANCIAL SUPPORT UNDER THE QUALIFIED TARGET INDUSTRY TAX REFUND PROGRAM PAYABLE OVER MULTIPLE YEARS PER GUIDELINES SET BY THE STATE OFFICE OF TOURISM, TRADE AND ECONOMIC DEVELOPMENT, WITH A STATE MATCH OF $132,000, FOR A TOTAL CITY AND STATE QTI AMOUNT OF $165,000 FOR 55 JOBS; APPROVING AND AUTHORIZING EXECUTION OF DOCUMENTS BY THE MAYOR, CORPORATION SECRETARY AND EXECUTIVE DIRECTOR OF THE JEDC; AUTHORIZING APPROVAL OF TECHNICAL AMENDMENTS BY THE EXECUTIVE DIRECTOR OF THE JEDC; PROVIDING FOR CITY OVERSIGHT BY THE JEDC; TIMELINE FOR EXECUTION OF AGREEMENT BY DEVELOPER; PROVIDING AN EFFECTIVE DATE.

WHEREAS, Xorail, Inc. (“Developer”) has committed to create 55 permanent full-time equivalent new jobs in Jacksonville with an average salary, exclusive of benefits, of approximately $57,000 per annum by December 31, 2012, all as further described in the Project Summary attached hereto as Exhibit 1, labeled as “Exhibit 1, Project Summary – April 14, 2010”; and
WHEREAS, such average salary is over 115% of the average private-sector wage in the State effective as of January 1, 2010;  and

WHEREAS, the City of Jacksonville (“City”) wishes to support tax refunds for the Developer in the maximum amount available under Section 288.106, Florida Statutes, relating to qualified target industry businesses (the "QTI Refunds"); and

WHEREAS, the City is required to fund 20% of the amount of QTI Refunds (20% of $165,000, or $600, for each of 55 new jobs, for a total City contribution of $33,000) granted to the Developer 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 $3,000 in QTI Refunds per job is a pre-condition essential to the willingness and ability of the Developer to expand its business in Jacksonville; and

WHEREAS, for the reasons more fully described in the Project Summary, the grant of QTI Refunds in such amount serves a paramount public purpose; and

 WHEREAS, the Jacksonville Economic Development Commission (“JEDC”) has reviewed the application submitted by Developer 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 Developer and JEDC have requested the City and JEDC to enter into an Economic Development Agreement in substantially the form on file, labeled as “on file, Eco. Dev. Agt. - April 14, 2010”; and 

WHEREAS, on April 14, 2010, the JEDC approved a resolution in support of this ordinance, said Resolution of the Jacksonville Economic Development Commission being labeled Resolution, April 14, 2010, and attached hereto as Exhibit 2; 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 Developer’s operations center in Jacksonville, Florida (“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 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 Developer 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 Developer 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 Office of Tourism, Trade and Economic Development that the Developer 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 Developer, substantially in the form dated April 14, 2010, on file, labeled as “on file, Eco. Dev. Agt.- April 14, 2010” (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 Exhibit 1, labeled as “Exhibit 1, Project Summary – April 14, 2010”.  

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, 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 $33,000 or 20% of the amount of QTI Refunds granted to the Developer by the State, whichever is less.  Such local financial support shall be made available in the amount of up to $600 per new job for up to 55 new jobs created by the Developer 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 of JEDC, or his designee, 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 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 Developer within ninety (90) days after the JEDC delivers or mails the unexecuted Agreement to Developer 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 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. 
Effective Date.   This Ordinance shall become effective upon signature by the Mayor or upon becoming effective without the Mayor’s signature.

Form Approved:
   /s/ Juliana Rowland
Office of General Counsel

Legislation prepared by:
Juliana Rowland
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Jacksonville Economic Development Commission
Business Development

Project PTC
Project Summary — April 14, 2010

Company: Xorail, Inc.
Ed Alexander, CFO
5011 Gate Parkway, Building 100
Jacksonville, FL 32256
(904) 596-9283

Executive Summary

Xorail, previously known as Southwest Signal Engineering Co., provides engineering
services for the rail industry. The company was recently purchased by Wabtec Corp. a
NYSE listed company (WAB) providing technology-based products and services to the
rail industry. Wabtec (Westinghouse Air Brake Technologies Corporation), a global
supplier of technology-based equipment and services for the rail industry, employs 5,800
persons and is headquartered in Wilmerding, PA. The company services railroads and
passenger transit authorities in North America, the United Kingdom, Australia, Europe,
Asia and South Africa. Xorail is evaluating expanding its Jacksonville, Florida
headquarters and creating up to 55 new full-time economic base jobs within 36 months
after the agreement with the City is executed. The average wage of the jobs to be created
1s $57,000 plus benefits, which is in excess of 115 percent of the state average wage.
Xorail estimates it will need to invest an additional $326,000 in machinery, equipment,
furniture, fixtures and leasehold improvements and increase its leased square footage by
9,000 square feet.

Xorail has 10 locations in North America and one in Bangalore, India. The proposed
operation can be located at any of those facilities, including Atlanta, Georgia; Kansas
City, Kansas; Minneapolis, Minnesota; Fort Worth, Texas; and Omaha, Nebraska.
Xorail’s preference is to expand in Jacksonville, and the QTI Tax Refund provides the
financial incentive to expand in Florida versus expanding at any of its branch locations.
This project will strengthen a state and local target industry (professional, scientific and
technical services) and support the rail industry within the Jacksonville region.

Company Background

Xorail was founded in Jacksonville in 1988 as Southwest Signal Engineering Company.
In 2007, the company was acquired by Mr. Kash Krishnarao and changed its name to
Xorail. Mr. Krishnarao is the current Chief Executive Officer and will continue to
serve in that capacity as a subsidiary of Wabtec. Xorail currently employs a total of 275
persons. Florida-based employees number 150 persons and are located at the corporate
headquarters in Jacksonville.
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Xorail specializes in signaling technology for the rail industry. The design solutions are
tailored for specific railroad customers including Wayside Train Control Systems and
Highway Grade Crossing Warning Systems. Design packages are developed for
projects ranging from single locations to complete subdivision signalization and
upgrades. Xorail also provides project management and construction management
services. As the largest engineering design firm in the rail industry, Xorail is designing
Positive Train Control systems to be installed in locomotives utilized by all class one
railroads. This new technology will take control of the train and make the necessary
corrections if the conductor fails to respond to signal commands. Utilization of this
technology is designed to eliminate trains running into barriers on the tracks such as
other trains. For instance, recently a train conductor in California was distracted
(texting) and failed to respond to the signals in time to stop the train. A Positive Train
Control System may have avoided or mitigated the ensuing accident. Most of the signal
design work is done on a virtual basis, allowing Xorail to maximize the volume of work
at the location of its choice.

Project Parameters:

= Employment:
Xorail proposes, through the expansion of its headquarters office in Jacksonville to
create up to 55 new, full-time employees in three phases by December 31, 2012.
The average wage of the new jobs to be added is approximately $57,000 plus an
excellent employee benefits package valued at $20,000, generating an annual payroll
of approximately $4.2 million, including benefits. The average wage is in excess of
115 percent of the state average annual wage. The types of jobs to be created include
the following: engineer class 1 (44), project managers (6) and construction managers
(6). The job creation schedule is summarized as follows:

Job Creation Schedule
Year Jobs Created Date Created By

1 15 12/31/10

2 20 12/31/11

3 20 12/31/12
Total 55

= Estimated Investment:
Xorail estimates that this project will result in a new private capital investment of
$326,000 through purchases of machinery, equipment, furniture, fixture and leasehold
improvements.

=  Public Investment:
Xorail is seeking public investment through the Qualified Targeted Industry (QTI)
Tax Refund Program. Because the jobs being proposed are within a state-targeted
industry (professional, scientific and technical services) and will offer an expected
average wage of approximately $57,000, which is in excess of 115 percent of the state
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average, the project meets the requirements for $3,000 per job under this state
program. The total QTI award would be $165,000. The city’s portion of the QTI is 20
percent of the basic award, up to $33,000. The State of Florida’s is 80% of the
award, up to $132,000.

= Public Investment Ratios:

City Dollars: Job $600:1
State Dollars: Job $2.400:1
Taxable Private Capital Investment: Job $5,927:1
Taxable Private Capital Investment: City Dollars $9.88:$1.00
Taxable Private Capital Investment: State Dollars $2.47:$1.00
Annual Payroll: City Dollars $95.00:$1.00
Annual Payroll: State Dollars $23.75:$1.00

= Public Investment Rationale
The availability of state and local public investment programs to lower the payroll
and operating costs as the new technology is developed helps to support the rail
industry. Because the engineering and design services are virtual, Xorail can locate
these new jobs at any one of its existing branch offices or outsource the jobs to its
Bangalore, India branch. The company’s preference is to expand the Jacksonville
headquarters subject to the QTI award.

" 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, and in
consideration for the total tax refund grant of $165,000 (the city’s portion equals 20
percent, or $33,000), if the company fails to create 55 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 55) 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. 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
payments are spread out in increments of 25 percent of the total QTI award per year
over a four to seven year period as the 55 new full-time permanent employees are
added.

=  Project Site:
Xorail proposes to lease up to 9,000 additional square feet of space within its existing
leased facility located at 5011 Gate Parkway, Building 100, Jacksonville, Florida.
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This project site is located within Council District 13, represented by Councilmember
Art Graham.

=  Community Service Commitment:
Xorail and its employees support several organizations and actively support the
Florida/Georgia Blood Alliance and Juvenile Diabetes Research Foundation.

= Public Purpose:

e The project supports sustainable job growth by creating 55 new full-time
economic-based jobs generating an annual payroll of approximately $4.2 million,
including benefits.

e The project supports the Mayor’s and the Commission’s objective to recruit and
expand higher wage jobs.

e The project allows for the expansion of a targeted industry business in the
professional, scientific and technical sector with additional growth potential.

e The project will contribute to Duval County’s tax base through a taxable private
capital investment of $326,000.

Requested Action
Recommend the Jacksonville Economic Development Commission authorize the
introduction of legislation to the Jacksonville City Council which:
» Recommends that Xorail, Inc. be approved as a Qualified Target Industry
business;
= States that the commitment of local financial support for the Qualified Target
Industry Tax Credit Program exists and will be appropriated in the not to exceed
amount of $33,000; and
= Authorizes JEDC to utilize the authority provided by City Council Ordinance
2005-1460-E requiring only two readings before City Council and authorizes
JEDC to submit a proposed Ordinance and all pertinent background information
to be provided to the City Council Auditor simultaneous to filing with the
Legislative Services Division.
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A RESOLUTION OF THE JACKSONVILLE ECONOMIC DEVELOPMENT
COMMISSION (THE “JEDC”) SUPPORTING AN ECONOMIC
DEVELOPMENT AGREEMENT (“AGREEMENT”) AMONG XORAIL, INC.
(THE “COMPANY?”), THE CITY OF JACKSONVILLE (THE “CITY”) AND THE
JEDC, REQUESTING THE CITY COUNCIL TO ENACT LEGISLATION: (1)
RECOMMENDING THAT THE COMPANY BE APPROVED BY THE STATE
OF FLORIDA’S OFFICE OF TOURISM, TRADE AND ECONOMIC
DEVELOPMENT AS A QUALIFIED TARGET INDUSTRY (*QTI”) BUSINESS
PURSUANT TO SECTION 288.106, FLORIDA STATUES AND (2) EVIDENCING
A COMMITMENT OF CITY SUPPORT IN AN AMOUNT NOT TO EXCEED
$33,000 AS THE LOCAL FINANCIAL SUPPORT UNDER THE QUALFIED
TARGET INDUSTRY TAX REFUND PROGRAMS (PAYABLE OVER
MULTIPLE YEARS PER GUIDELINES SET BY THE STATE OFFICE OF
TOURISM, TRADE AND ECONOMIC DEVELOPMENT); AUTHORIZING THE
EXECUTIVE DIRECTOR OF THE JEDC, OR HIS DESIGNEE, TO EXECUTE
AND DELIVER DOCUMENTS AND TAKE FURTHER ACTION TO
EFFECTUATE THE PURPOSE OF THIS RESOLUTION; PROVIDING AN
EFFECTIVE DATE.

WHEREAS, the Company proposes to establish an operations center in Jacksonville;
and

WHEREAS, the Company will create 55 new full-time jobs with projected wages in
excess of 115 percent of the state average; and

WHEREAS, in connection with the creation of such jobs, the Company qualifies as a
QTI business under the QTI program; and

WHEREAS, the JEDC has considered the Company’s request and determined that a QT]I
tax refund will enable the Company to locate in Jacksonville; and

WHEREAS, the JEDC does hereby find and determine that the Project is consistent with
the goals of the City in that the Project will, among other things:

1. Support sustainable job growth by creating 55 new, full-time positions generating an
annual payroll of approximately $4.2 million including benefits;

2. Support the Mayor's and the Commission’s objective to recruit and expand higher
wage jobs;

3. Contribute to Duval County's tax base through a taxable private capital investment
of $326,000.

WHEREAS, the JEDC wishes to support tax refunds for the Company in the maximum
amount available under Sections 288.106 and 288.107 Florida Statutes, relating to QTI
businesses (the “QTI Refunds™); and

WHEREAS. the City is required to fund 20% of the amount of QTI Refunds up to
33,000 of “local financial support,” or such lesser amount as shall equal 20% of the QTI
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Refunds finally authorized and actually paid by the State in connection with the Agreement; now,
therefore,

BE IT RESOLVED, by the Jacksonville Economic Development Commission:

Section 1. The JEDC finds that the recitals set forth above are true and correct and
are incorporated herein by this reference.

Section 2. The JEDC hereby recommends to the Jacksonville City Council and the
State of Florida Office of Tourism, Trade and Economic Development that the Company be
approved as a “qualified target industry business” pursuant to Section 288.106, Florida Statutes.

Section 3. The JEDC recommends and requests that the City Council enact
legislation to authorize a Qualified Targeted Industry Tax Refund in an amount not to exceed
$33,000, in accordance with the Project Summary and Agreement attached hereto as Exhibit A,
subject to such changes and modifications as deemed necessary by the JEDC and City Council.
Any changes to such documents deemed necessary by JEDC staff or the City Council that do not
increase the JEDC’s costs are hereby authorized without the need for further approval by the
JEDC.

Section 4. The Executive Director of the JEDC, or his designee, is hereby authorized
to execute and deliver, for and on behalf of the JEDC, the Agreement and such other documents
necessary or appropriate to effectuate the purpose of this resolution and take, or cause to be
taken, for and on behalf of the JEDC, such further action to effectuate the purpose of this
resolution.

Section 5. Incentives approved by the JEDC or any other board or agency of the City
are not binding upon either the JEDC or the City until such time as there is an executed
Agreement between the parties.

Section 6. This resolution shall become effective upon its approval by the JEDC this
14th day of April 2010,

WITNESS: Jacksonville Economic Development
Commission

By: Q@m MP@()LQ@T/Q/LCC}? % %
Pnnth}){e\ VO dxdate s 1< \)QLHU(C,

1mmel 1an Boulos, Chan
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Vote:

In Favor: ‘7

Opposed:

O

Abstained: Q
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Exhibit A

Project Summary and Economic Development Agreement
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OFFICE OF GENERAL COUNSEL
117 WEST DUVAL STREET, SUITE 480
JACKSONVILLE, FL 32202
TELEPHONE - (904) 630-1700

FAX - (904) 630-1731

Certificate of True Copy

I hereby certify that the attached is a true and correct copy of the Resolution
passed by the Jacksonville Economic Development Authority on April 14, 2010.

o2k

Assistant General Counsel
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