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Pacific Gateway Concessions
1150 North First Street Suite 220

San Jose,CA 95112
Telephone: (408) 924-0911 Fax: (408) 924.0918

Via Fax (408) 998-3131 & U.S. Mail

May29,2008

Richard Doyle
Oftice of the City Attorney
City of San Jose,
200 E. Santa Clara Street, 16th Floor
San Jose, CA 951 13

Dear Mr. Doyle:

Further to your letter of May 27, 2008, we will be submitting a supplemental letter in SUppOlt
of our appeal by the time frame proscribed in your letter, tomolTOW 5 p.m. In addition, we
have a made an additional follow up request for documents from the Airport Commission and
Mr. Rossman. We have been advised by Maxe Cendana that it will take at least ten days to
produce the information we have requested. Accordingly, we respectfully request that the
City Council postpone th" vote on the recommendation until the requested documents are
received, so that the Council and POC have the entire record before it, and a competent and
fair hearing.

Please advise at your earliest convenience. Thank you for your consideration ili this matter.

Javier Vega
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Pacific Gateway Concessions, LLC
1150 North First Street Suite 220

San Jose, CA 95112

May 28, 2008
Via-email & fax-delivery 408-573-1675

Ci ty of SaD Jose Airport Administration
AUention; w.miam Sherry
200 East Santa Clara Street, 16u, Floor
San Jose, CA 951. 13

Dear Mr. Sherry:

.As II. follow up to our previous verbal requests Pacific Gateway Concessions would like
to request copies ofthe following:

1. All other Competitor Bids/proposals in response to the RFP
2. Minutesffranscripts of AU Evaluation Committee meetings regarding the
relevant RFP
3. Minutesrrranscripts of All Airport Commission meetings regarding the
relevant RFP
4. Request of all documents from Rossman (the investigator) regarding his
investigation of PGC's protest
5. All committee member backup/detail to the scores of aU of the competitors
bids
6. All emalls and similar correspondence between committee members re the
relevant RFP
7. All emaHs and similar correspondence between.Commission members re
the relevant RFP
8. All minutesftranscripts of meetings between PGC personnel and
evaluation committee members, commission members, the Airport Director,
and the April 28, 2008, meeting with Rossman. .

Sincerely, .

Javier Vega
Pacific Gateway Concessions, LLC

cc: Kevin Fisher. Sr, Deputy City Attorney
W;lIl~m Sheny, ME, Director orAvietion
Walter C. Rossman, ·Chief Purchasing Officer



05/30/2008 16:38 4084529710 DELAVE INC PAGE 01/02

Pacific Gateway Concessions, LLC
1150 North First Street Suite 220

San Jose, CA 95112

May 28, 2008
Via email & fax-delivery 408·292·6480

City of San Jose AirportAdministration
Attention: Walter C. Rossman, CPM
200 East Santa Clara Street, 13th Floor
San Jose, CA 95113

Dear Mr. Rossman:

As a follow up to our previous verblll requests Pacific Gateway Concessiolls would like
to request copies of the following;

1. All other Competitor Bids/proposals in response to the RFP
2, Minutesrrranscripts of All Evalul!ltion Committee meetings regarding the
relevant RFP
3. Minutesrrranscripts of All Airport Commission meetings regarding the
relevant RFP
4.R!=lquestof all documents from Rossman (the investigator) r!=lgarding his
investigation of PGC's protest .

. 5. An committee member baokup/detall to the scores of all of the competitors
bids
6. All emails l!lnd similar correspondence between committee members re the
relevant RFP
7. All amails and similar correspondence between Commission members re
the relevant RFP
8. All mlnut!=lsltranscripts of m!=letings betw!=len PGC personnel and
evaluation committee memb!=lrs.commlssion members, the Airport Director,
and the April 28, 2008, meeting with Rossman.

Sincerely,

Javier Vega
Pacific Gl!lteway Concessions, LLC

cc: Kevi~ Fisber, S,. Deputy City Attorney
Willi"", Sherry, AAE, Direclo, of Aviation
Walter C. Rossman, Chief Purcbasing Officer

1
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PROPOSED QUESTIONS FOR CITY STAFF

1. As part ofprotest and POC allegations ofbias and conflicts of interest did you do the
following:

a. did you have a face to face interview with Javier Vega before reaching your
decision on the protest by POC ?

b. did you have a face to face interview with Phaedra Ellis-Lamkins, Daniel
Fenton, Amy Shaw, Sherry before reaching your decision on the protest by POC ?

c. did you have review the calculations and related notes on how evaluation scores
ofHMS Host and PGC ?

2. Prior to the appointment ofPhaedra Ellis-Lamkins did she disclose the potential
conflict of interest as Executive Director of SoOOt Bay AFL-CIO Labor Council and as
Executive Director of Partnerships USA and their joint building a better airport
campaign to bring 6,000 employees at the airport under the living'wage standard, as
required by City Council Policy 0-35 (page 4 of5: 2. b.) to "detennine ifthe.persons's
participation would create a conflict of interest.....with paid andunpaid evaluators?

3. Were you, Walter Rossman, aware that Phaedra Ellis-Lamkins is leading a major
campaign to bring "living wages" to all 6,000 individuals working at the Mineta
International Airport location?

4. Did you (Phaedra Ellis-Lamkin) speak with fellow Team San ~ose, Inc. Executive
Committee members Daniel Fenton (also a evaluation committee member) and Clifton
Clark (San Jose Marriott General Manager) about any conversations they may have had
regarding the Airport Concessions Contract between October 11, 2007 (Date if Issueance
ofRFP) and May 30, 2008 ? (Communication Protocol of City
Council Policy #0-35 prohibits such contact until expiration ofProtest Period).

5. Did you ask Ellis-Lamldns the following:

1) did she meet with Javier Vega at the Union Office on June 7, 2007? .

2) did she tell him she had a relationship with HMS Host and would be supporting
them?

3) do you have a relationship with HMS Host; ifso, what is the nature of that
relationship?

4) how many union members of marriott and hms host marriott ate covered by
any ofthe imions under the South Bay AFL-CIO Labor Council ?

a) what are the average dues of the marriottlhms host employees ?

b) is her salary paid by union dues and fees charged to the affilliated



unions?

6. Did you, Walter Rossman, participate in the appointment of the 9-member Evaluation
Committee of the Airport Commission? If so, to what degree?

7. Why did you, Walter Rossman, include a letter ofrecommendation letter from Amy
Shaw (who sits on the evaluation committee) insert the recommendation letter into the
RFP for consideration by the evaluation committee?

8. Did you, Walter Rossman, interview Amy Shaw, at any time, regarding her
relationship with the Hudson Group?

9. Did you, Walter Rossman, ask Airport Director Sherry whether he stated to Areas
USA representative that "DeLaVe and Javier Vega were undesirable partners" ?

10. Did you, Walter Rossman, ask any representatives ofAreas USA whether Airport
Director Sherry stated that "DeLaVe and Javier Vega were undesireable partners" ?
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MAND-Oe UI:59PM FROI!-Courtslrlll Club
g~/~~t~a~v~¥.~_ T-145 P.OOl/UUI F-7II

t, Yavier Vega, hereby deeTSI'll the following;

1. I have pmomd knoWl"clgc oft~ filll\'lllld: forth lI.=in and eouId COMpetently testify
themo ifcalledto testify as l'l witl'Jess befot'l a CIlUrt oflaw.

2.1 am tbl1tlding =be1' ofPalli:fl.c Oateway CQ/IC&SS\OPs. J...LC (POC).

3. 'l'he _kofJune 4 - al&/ 2007, Trn"t w1th Pbaedm Ellis-t.arnlclns ath~foffic;e looated
at 2.102 Almedcn Road, Suite 107, San Jose. CA 95125.

4. J wentto visit ber and iniToduCll 'I1l)'$elf aml POC to hilus a p01lmtial pfOposer 011. th~
antiQipl.lted AIrport CotlOellsiOll$ RFP.

S. On this W1.W Phaecl.taElIia--LIllllkl.ns sated to me that "she did notknow who we Wtfe
bull'bat she already had a relationship with HMS )lost Ilnd. that is who I1he would be
supporting".

6. Upon hearil111 this, the meeting abruptly ended.

I declare wcler penalty ofpcrjutY UIlder fue la<m of the Sate of ClIlltl:lmiathat the
io1J!Ogolng is tnle and~ and that thb declaration was eXecuted this 30th day ofMay
2008, at San lose, CllUfomil\.

Javier •Pacific """"way Concessions. Ltc



EXHIBIT F



Attachment A

'jTPort of Seattle

November 17, 2006

To Whom It May Concem:

Please accept this correspondence as a letterof ",commendation for

AIrport Management Services LLC dba Hudson Group

AirPort Management Services LLC dba Hudson Group (Hudson) successfully operates
fifteen newsstands, two newsstand/coffee shops, t1Jrel!''bookstores, three specialty shops
and one unit which successfully incorporates three concepts - newsstand, bookstore and
Radio Shack. !
Hudsonbegan its operations at Seattle-Tacoma Intarnational Airport on April 1, 2004 with
tile award of four newsstands on a newlY constructed Concourse A. Hudson took over'
operations on the other units .t.hroughout the airport when the.Master' Agreement with
HMS Host expired on December 31, 2004. .

During the design/construction of both the new and renovated units, Hudson spared no
expense in creating first-class units through the use of unique designs and quality
material. 'They successfully incorporated a "sense of place" fGlf the Pacific Northwast
theme in their storefronts and interlot space. .

Throughout this period of operation, Hudson's corporate and local staff has consistently
exhibited reliability, professionalism, and tile commitment necessary for successful
airport operatkins. Hudson's uhits are always well-stocked and dean. Hudson's staff is
well-trained, consistently provides excellent customer services, and Is responsive to the
needs and wants of the traveling public as well as the airport.

We are e.xtremely pleased with the quality'of service, management ability'and store
operations provided by Hudson. Please do not hesitate to contact us if you would like
additior'31 information.

,
1

!,
i

Sincerely,
I ~

It.-- L....'1-7\J'\~Ll .?J '\7t-l() .
Al'(lYS~aw . . .
Manager, Aviation Cbmmercial Business

Seattle-Tacoma
International Airport
P.O. Sax 68'727
Ssam•• WA 98168 U.S.A.
re..EX 7()3.(33
FAX (205) 431·5912

ffk({~cfk~{.-f?~
Elaine Lincoln
Concession M;;tna.ger
206-433-4606

Refemce Letters Pg 3
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Attachment D

NDRI',~;\tJ Y. M1N'ETA

.._.SAN J OS E
iNTERI'ATIONA.L
Alil?ORT

DominIc Lowe
\Vcstfie1d COt1ccssion 1\·1mwgel'lte,Llt) I,I.e
11601 Wilshtl'c Blvd. 1]11> Floor
Los Angeles CA 90025

Subjcr.t: Notice ofTntemled Award for the Norman Yl [-'1"lncta San Jose International
Airport Food) Beverage and Retllil RI:'P

Domi::lc;

The City ofSnn Jose has condudcd its cVahtl~tlon. of the subject RFP. The. proposals
wel'e e'i!aluatcd based ou evaluation and weighthlg critcda 3S per Section 4 of the RFP.
OneJ)mpos(,.l-r, Host lnternntional, Inc" received the higl\est scores for ench of the four
individud pacbges.Consistellt with Section 4.1 of the RFP, st2ffis therefore
rC(:O!:llnending. that'Paokages 2 and 3 be awarded to the second highest scoring Proposers
lor those t\vo ptlckages. Staff intends to reto11lU1Cn.{[ to City Council {he 2.\vard of the
re:sul:ing concession ~tgre~me;)t3 as detailed b,elmv:

Package I - Host Internetiona1, Inc.
Package 2 .- AMS·SJC ]V

PBckage 3 - Areas USA SJC, Ltc
Package 4 - Host IaternatioJlal, Inc.

The table below jHoyides a sum.mary of the scores and Totd Point Standings by
Complilly and Package:



For n bro(~kdo\\'n ofevnJuation scoresby c·ompany and evaluation crtlcri? sec ...~Hil(;!lI11Cnt
A.

In accordance whh the protest pn'iccdurcoutEllcd ~n the subjct:t Rt'":'}\ nny protest
regarding this decision is required (0 he filed in wrHin2 to tho protesl hcnrit1g onicer
referenced in the subject RFP withitt ten calendar days ofUw daie of !his !!0tice. Tb)
protest shaH state the grounC!s for the protest as well ns at! ~he facts relevant to the proj~st.

l'il {hu event ;hnt you do: not (]cs;re to prNcst fhe awr.rd~ hui would like fc(~dback on thao
(

" ,. . " • • • .' l ..-,tty s proc'.:.:ss, we are aVl.1uflblc to provloe 'tm Jilformal.dcl.'nclwg.

'Ne npprcciaw your interest in doing bl!Bill~$l:: wHh tb.: CHy "f8nn jos~,

Please CO!1tact me tfyou b!'ve iluy q1JCS\i~)il:l'

. " /
/;"Y'~rA-..

:r~Hj'y'r; "
'1)roct1r~m0n! Cbni.act
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City of San Jose, California

COUNCIL POLICY
.

TITLE: PAGE
10fS

PROCUREMENT AND CONTRACT PROCESS
INTEGRITY AND CONFLICT OF INTEREST

EFFECTIVE
DATE

216/07
APPROVED BY COUNCIL ACTION ON 2/6/07

POLICY
NUMBER

0-35

REVISED DATE

On December 13, 2005, Council directed the City Manager and City Attorney as part of
the Mayor's Biennial Ethics Review to develop this Council Policy which includes all
elements of the Procurement Process Integrity Guidelines adopted by Council on
November 9, 2004 and apply this policY to all competitive processes.

The purpose of this policy is:

1. to ensure integrity in the procurement and contract processes;

2. to educate City employees, consultants, uncompensated outside parties, and
any person involved in the decision to award a contract about potential
Conflicts of Interests; and

. 3. to establish guidelines for procedural screening of Conflicts of Interests.

Policy.'
It is the policy of the City of San Jose to provide a fair opportunity to participants in
competitive processes for the award of City contracts by promulgating integrity and
removal of Conflicts of Interests through the inclusion of the following components in all
competitive solicitations. Procurement and contract activities are defined as but not
limited to specification development, preparation and issuance of solicitations, .
evaluation of solicitations and submissions, and other evaluations which lead to an
award of a City contract.

Policy #0-35



PROCUREMENT AND CONTRACT PROCESS
INTEGRITY AND CONFLICT OF INTEREST

TITLE:

City of San Jose, California

COUNCIL POLICY

PAGE
2of5

EFFECTIVE
DATE

2f6f07

POLICY
NUMBER
0-35

REVISED DATE

APPROVED BY COUNCIL ACTION ON 2f6/07

I. Communication Protocol:

This section describes the characteristics of appropriate communication between
respondents and the City during various phases of a solicitation..

A. Prior to Issuance of Solcitations

Prior to the issuance of solicitations, contact between prospective respondents and City
staff, elected officials, or consultants is permissible.

.B. After Issuance of Solicitations and prior to Submission deadline for Solicitations:

After issuance of solicitations, all contact between prospective respondents and the City
must be directed to the Procurement Contact designated in the solicitation. City staff,
elected officials, and consultants will refer all inquiries to the Procurement Contact.

All requests for clarification, objections to the structure, content, or distribution of a
solicitation, or other inquiries must be made in writing and the City shall answer to these
clarifications, objections, and inquiries in writing via addenda to the solicitation.

C. After Submission Deadline of Solicitations and prior to Issuance of a Notice of
Intended Award:

After the submission deadline of solicitations, all contact regarding the procurement
between respondents and the City and participants in the evaluation process, who are
not City employees, must be directed to the Procurement Contact designated in the
solicitation. City staff, elected officials, and consultants will refer all inquiries to the
Procurement Contact.

D. After Issuance of a Notice of Intended Award:

The City will issue a Noticeof Intended Award to all respondents including the basis for
selection and instructions for filing a protest. All respondents shall follow the
procedures for protest as indicated in the solicitation document. During the protest
period, City staff, elected officials, and consultants will refer all inquiries to the Protest
Hearing Officer identified in the solicitation document.

E. After Completion of Protest Period:
(l',\C

After completiori~of the protest period, contact between prospective respondents and
City staff, elected officials, or consultants is permissible.

Policy #{)·35



PROCUREMENT AND CONTRACT PROCESS
INTEGRITY AND CONFLICT OF INTEREST

TITLE:

City ofSan Jose, California

COUNCIL POLICY

PAGE
30fS

EFFECTIVE
DATE

2/6/07

POLICY
NUMBER
0-35

REVISED DATE

APPROVED BY COUNCIL ACTION ON 2(6(07

II. Respondent's Code of Conduct

By SUbmitting a response to a City solicitation, respondents agree to adhere to this
Policy and are individually and solely responsible for ensuring compliance with this
policy on behalf of the respondent's employees, agents, consultants, lobbyists, or other
parties or individuals engaged for purposes of developing or supporting a response.

In addition to adhering to the various sections of the policy,. respondents may not

• collude, directly or indirectly, among themselves in regard to the amount, terms
or conditions of a solicitation;

• influence any City staff member or evaluation team member throughout the
solicitation process, including the development of specifications; and

• submit incorrect information in the response to a solicitation or misrepresent or
fail to disclose material facts during the evaluation process.

Any evidence that indicates that a Respondent has failed to adhere with any section of
this policy may resljlt in the respondent's disqualification from the procurement as well
as possible debarment.

III. Confidentiality during Evaluation Process

City staff, conSUltants, and outside evaluators, who are participants in the evaluation
process are required to sign a Confidentiality Agreement, which binds the participants
not to share any information about responses received and the evaluation process until
the City issues a Notice of Intended Award..

IV. Conflict of Interest

Per the General Rule with Respect to Conflicts of Interest, as outlined in the City Policy
2.01, "Code of Ethics", City elected officials, appointed officials, their staffs, and City
employees are expected to avoid any conflicts of interest. Further, employees should
avoid the appearance of conflicts of interest in order to ensure that City decisions are
made in an independent and impartial manner.

Policy #0-35



City of San Jose, California

COUNCIL POLICY

TITLE: PAGE
4 of 5

PROCUREMENT AND CONTRACT PROCESS
INTEGRITY AND CONFLICT OF INTEREST

EFFECTNE
DATE

2/6/07
APPROVED BY COUNCIL ACTION ON 2(6(07

POLICY
NUMBER
0-35

REVISED DATE

In general, Council Appointees shall take measures to ensure that the City avoid any
conflict of interests in procurement processes of City contracts. Specifically, these
measures include that

1. professional procurement and contracting staff, inclUding buyers, managers,
department heads, members of the City Attorneys office and others who regularly
participate in the making of contracts on behalf of the City to disclose relevant
financial interest as required by State Law and by City Policy and to annually review
those statements in conjunction with this Policy and other ethical standards.

2. persons who may not be regularly involved in City procurements to review this Policy
and other ethical standards and to elicit such information from them to enable the
City to determine if the person's participation would create a conflict of interest.

. Such persons shall include, but are not limited to:
a. authors of specifications
b. paid and unpaid evaluators

. c. paid and unpaid consultants who assist in the procurement process

PollcyllO·35



PROCUREMENT AND CONTRACT PROCESS
INTEGRITY AND CONFLICT OF INTEREST

TITLE:

City ofSan Jose, California

COUNCIL POLICY

PAGE
50f5

EFFECTIVE
DATE

2/6/07

POLICY
NUMBER
0-35

REVISED DATE

APPROVED BY COUNCIL ACTION ON 2/6/07

3. Award of grants by the City with a value below $10,000.

V. Allegations of Conflict of Interest

Prior to the solici.tation release up to award of contract, any allegations of Conflict of
Interest by a City employee, consultant, or other participant in the pre-solicitation and
solicitation process shall be reported to the Procurement Contact. The Procurement
Contact shall investigate the alleged conflict of interest in consultation with the City
Attorney's Office and document the resulting determination.

VI. Allegations of Misconduct

At any time during a solicitation process, any misconduct by a City employee,
consultant, or other participant in the pre-solicitation and solicitation process, shall be
reported to the City's Chief Purchasing Officer. The Chief Purchasing Officer shall
investigate the alleged misconduct, in consultation with the City Attomey's Office and
others as appropriate. Nothing in this Policy is intended to prohibit anyone from
communicating with the City Manager's Office, the City Attorney's Office, the City
Auditor's Office, or the Mayor or any City Council Member about any alleged
misconduct.
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ALL REQUESTS FOR CLARIFICATION, OBJECTIONS TO THE STRUCTURE,
CONTENT, OR DISTRIBUTION OF A SOLICITATION OR OTHER INQUIRIES
MUST BE MADE IN WRITING AND THE CITY SHALL ANSWER TO THESE
CLARIFICATIONS, OBJECTIONS, AND INQUIRIES IN WRITING VIA
ADDENDA TO THE SOLICITATION.

AFTEH SUBMISSION DEADLINE OF RFP AND PRIOR TO ISSUANCE OF A NOTICE
OF INTENDED AWARD:

AFTER THE SUBMISSION DEADLINE OF RFP, ALL CONTACT REGARDING
THE PROCUREMENT BETWEEN PROPOSERS AND THE CITY AND
PARTICIPANTS IN THE EVALUATION PROCESS, WHO ARE NOT CITY
EMPLOYEES, MUST BE DIRECTED TO THE PROCUREMENT CONTACT
DESIGNATED IN THE SOLICITATION. CITY STAFF, ELECTED OFFICIALS
AND CONSULTANTS WILL REFER ALL INQUIRIES TO THE PROCUREMENT
CONTACT.

AFTER ISSUANCE OF A NOTICE OF INTENDED AWARD:

THE CITY WILL ISSUE A NOTICE OF INTENDED AWARD TO ALL
RESPONDENTS INCLUDING THE BASIS FOR SELECTION AND
INSTRUCTIONS FOR FILING A PROTEST. ALL RESPONDENTS SHALL
FOLLOW THE PROCEDURES FOR PROTEST AS INDICATED IN THE
SOLICITATION DOCUMENT. DURING THE PROTEST PERIOD, CITY STAFF,
ELECTED OFFICIALS AND CONSULTANTS WILL REFER ALL INQUIRIES TO
THE PROTEST HEARING OFFICER IDENTIFIED IN THE RFP.

AFTER COMPLETION OF PROTEST PERIOD:

AFTER COMPLETION OF THE PROTEST PERIOD, CONTACT BETWEEN
PROSPECTIVE RESPONDENTS AND CITY STAFF, ELECTED OFFICIALS OR
CONSULTANTS IS PERMISSIBLE.

PROCESS INTEGRITY GUIDELINES

EVIDENCE OF COLLUSION, DIRECTLY OR INDIRECTLY, AMONG
PROPOSERS IN REGARD TO THE AMOUNT, TERMS, OR CONDITIONS OF
THIS PROPOSAL;

FAILURE TO DIRECT ALL QUESTIONS/INQUIRIES THROUGH THE
PURCHASING CONTACT;

ANY ATTEMPT TO IMPROPERLY INFLUENCE ANY MEMBER OF THE
SELECTION STAFF;

EXISTENCE OF ANY LAWSUIT, UNRESOLVED CONTRACTUAL CLAIM OR
DISPUTE BETWEEN PROPOSER AND THE CITY AND/OR ITS RELATED
ENTITIES;

October 1', 2001 ii



EVIDENC )F INCORRECT INFORMATION SL...,vlITTED AS PART OF THE
PROPOSAL;

EVIDENCE OF PROPOSER'S INABILITY TO SUCCESSFULLY COMPLETE
THE RESPONSIBILITIES AND OBLIGATIONS OF THE PROPOSAL; AND

PROPOSER'S DEFAULT UNDER ANY AGREEMENT, WHICH RESULTS IN
TERMINATION OF SUCHAGREEMENT.

PROPOSERS OR ANY PERSONS WORKING FOR OR REPRESENTING
POTENTIAL PROPOSERS OR PROPOSERS MAYADDRESS COMMENTS OR
QUESTIONS REGARDING THIS RFP TO CITY EMPLOYEES ACTING AS A
PRESENTER AT THE PRE·PROPOSAL CONFERENCE ON OCTOBER 30,
2007.

AMERICANS WITH DISABILITIES ACT NOTICE:

TO REQUEST AN ACCOMMODATION OR ALTERNATIVE FORMAT FOR CITY·
SPONSORED MEETINGS, EVENTS OR PRINTED MATERIALS, PLEASE CALL MARY'L AT
408·501·7661 OR 408.294·9337 (TIY) AS SOON AS POSSIBLE, BUT AT LEAST THREE
BUSINESS DAYS BEFORE THE MEETINGfEVENT.

October II, 2007 iii
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NORMAN V. MINETA SAN JOSE ill:R£!;NA!lJTJ!IO~N!&AL!<.AilJI.!!JRP!:!,O!!!RTl- ...JF!!JO""OD"" .ERACE AND RETAIL CONCESSION RFP

+ Irregularities of any kind exist that tend to make the proposal incomplete,
indefinite or ambiguous.

+ Exceptions or modifications are made by the Proposer to the terms of this RFP
and/or any terms or conditions of the Exemplar Concession Agreement.

1.12.3 Examination of Proposal Materials

The submission of a proposal shall be deemed a representation and certification by the
Proposer that it has investigated all relevant conditions, facts, circumstances,
procedures, requirements and aspects associated with this RFP, and that Proposer has
read and understood the RFP and the included Exemplar Concession Agreement, and
has toured the Airport Terminals and other passenger facilities.

Each Proposer is responsible for review of the RFP upon receipt to ensure possession
of all necessary documents. All RFP documents may be downloaded from the Airport's
website at www.sjc.org.

Upon submittal of a proposal, it will .be presumed that the Proposer has read and. is
familiar with all the RFP documents. Therefore, after receipt of a proposal bv Citv,
no request for modification of the proposal and no claim for adjustment of any
provisions of the RFP shall be honored, regardless of any claim by a Proposer
that it was not fully informed as to any fact or condition. Prior to the submission
due date, proposals may be withdrawn.

1.12.4 RFP vs Exemplar Agreement

If any language in this RFP conflicts or is inconsistent with the language of the
Exemplar Concession Agreement, the terms of the Exemplar Concession Agreement
will govern. .

1.12.5 Disqualification

Factors such as, but not limited to, the following, maY disqualify a Proposer without
further consideration:

+ Evidence of collusion among Proposers;

+ Any attempt to exert undue influence with members of the Evaluation Panel
and/or City staff;

+ A Proposer's default in the operation of a food, beverage and/or retail concession
Which resulted in the termination of the Proposer;

+ Existence of any unresolved litigation between Proposer and City;
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NORMAN Y. MlNETA SAN JOSE I l$RN~AUTj.\,IO!!1NA&JL..tAI!JIR!J:P:!lOR!i!T!...- ...tF1!!QOil!D1>.!..I ,RAGE AND RETAIL CONCESSION RFP

See Appendix for Section 12.08 of the San Jose Municipal Code.

1.12.8 Objections to This RFP

Any objections as to the structure, content or distribution of this RFP must be submitted
in writing to the City's Protest Hearing Officer prior to the submission deadline for
Questions and Answers. Objections must be as specific as possible and identify the
RFP section number and title, as well as a description and rationale for the objection.

The address for submitting objections is:
Attention: Walter C. Rossmann, C.P.M.,
20 East Santa Clara Street, 13th Floor
San Jose, CA 95113 .

1.12.9 Protest Procedure

If an unsuccessful Proposer wants to dispute the award recommendation, theProtest
must be submitted in writing to the City's Protest Hearing Authority no later than ten
calendar days after announcement of the successful Proposer, detailing the grounds,

.factual basis and providing all supporting information. Protests will not be considered
for disputes of proposal requirements and specifications, which must be addressed in
accordance with Section 1.12.8 (Objections to this RFP). Failure to submit a timely
written Protest to the City's Protest Hearing Officer will bar consideration of the Protest.

The address for submitting protests is:
. Attention: Walter C. Rossmann, C.P.M.

200 East Santa Clara Street, 13th Floor
San Jose, CA 95113

1.12.10 Special Conditions

1.12.10.1 Airport Environment

It is important for Proposers to note that the SJC operating environment presents a
set of unique challenges that do not exist in a typical shopping center setting.

>7- The SJC customer has a limited amount of time to spend in restaurants
and shops and must be served quickly.

>7- Facilities must be open three hundred sixty five (365) days a year with
operating hours and staffing levels adequate for both the hourly and
seasonal peaks in passenger traffic.

>7- Major flight delays, generally weather related, are not uncommon. An
airport is affected not only by localweather, but by weather in other parts of
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,AttaChment #1
To Aggendum #~

for a food, Beverage and Ret~n

RF? at the Norman Y, Mineta
Son JOSB International Airport

Pacific Gale'way Concessions, .LLC
IJ 50 Norlh First Strcel Suile 220

San Jose, ell. 95113
Phon~;,408-924-091I FilX: ~G8-924-09I8

--'-_._,~-'-'------_.__.....__..

Vi::tt.and-d~!iver\' ,. ,

Altenl:lon: \Valter C. Rossman; C.P .:\.1.,
20 E!\St S~nra Clhr,a S~(cet, 13~l FkHi{
Sr.n .10:\(;'. t~:\ ~5113

De.ar !vtr RossITmm

\'le respecl:f.tilly submit the f,')llowing objeclions 10 ibe Request For Propc~a{s for food
B·~vemge and Relei! C{H)c0ssi'oo.s issued hy lha City of S!~n los£: (i. City'') (Oi Cunce.:;:~ior1$

Ul lhe Na:TIlaQ Y. Mineta San JCJs:~ Int'~rnmi()!H'd :\irpOrt on OClob~r 11. 2007 ilh~

"RFP··l. fmt'suan{ 10 Seclion 1.12.S, Objections to thig RFP.

!. Our first ob;ccdo!l rehucs: to S~cdon L12.g. Obj{;.Ct.k'ns w this RFP, .:5 retti:l In

..collj1JnCttoo ~\:hh Section 1.12.9. PrOti~l p~OC{;Ji,!.;£,~" We ~)bj~<:t to" having t(1 ~ub~i1il
objections or risk losil1:g, our right'to a future pmlest to a documen.t that is no, in rim:l
forrn. end will.not be in ih: fin'at form \H1til NO\l~.mtr::i 20,2007. if tl1c·CiiY. through
(:I~ RFP question and anS\Vcr proc.ess, m~lkE.1S chan,ge$ in L.'1C RFP to, ac.:::ommooatc !hc.
r!Li.i~ng of'similar iss\.l(:$, tl~e o:'zjeclions cuntaiiled :lcretn could be rendered 'moo! by
suc.h aCiio!ts.

F\;rtherm~)re. any pRny raisit~g. ot~i{.'tdon5 at this p(.\i::\ !:'\l.EU ~':t ':'0Dcerne.d ab,~tl! ~\ay

negative bias during th~ ~vat.lJ:mion pm.:::.ass ,:::s.t;I-t:ns [nm'l r:<1 ob.i!:cdon to th?: City's
RF? \'lsion, but as, previou$ty st~ted. if W-:.' full ~u r.'ii~~ [h~~e objec6ons \\.!.' 1,'111
purportedly forf~lt O\,lr right to make them !(l ti"Je ~'!n:::1 RFP documentN following th~

s.election of a ProjJc.\s:er.

~h~ therefore request; 1. that urlY ob,iections to the ~F? be c0nsidcfed \~li(hOUl

di.sdosur-clO .ole Ci!'y of the party raising i'he ':;.bje::.ti,)n; and 2'. i.hat the eli)" n::
required to amend the·RFP to delet:a th~r.eq\lirem£.'m thJtl objections nmst be mer!
prior 10 the conclusion of1he selec£.ion proces~,

2, Our $econd objec.tion r¢l..af~~, to)\FP .se~t·i!)n 4.1. E\"b~lti(m, r~garding l\)~ ma,)ocr in
which the indi~idual packages 1. IT, ill and rV 1,11< -;ndjvidu~1 Pack-ages") are to b<
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A~~achmenl g1
To Addendum #3
for II Food.8ovomgo ond Retell
RFP a\ thSl N,.nna;) Y, Mir.e:a
San Jose Int~:r.F)tional PJrport

comp,~rt:j ~() Pac!~a::e V. Vie benc\'{:~ that the condi(jon Qr rxJy a\varding a ~!n§Je

fndh·idu<.!l Package per cat*gory to :my singte r0:-;pcnJ~ai Is ~trbLira[y if dna S:U'!H:
respondent h~lS t.he: hi"gh¢st. evalwH~d s.::orc in more than one l:1diYidual P~d(ngl! of
the se.mc cal'-=goJY. Furthcrmor0'. llnder ;,he pr6pos-ed cvuiu:;rion metiwd, :f the same
re~pondeni \\:ere to hare the hig::1i;~:;! e,'almHcd ,~CQre in Q10m thltn on~ f.ndividu:ll
Pack.a!28 of the !;E.me C'.ateg{~rv. lh~)' w·;Juld per $;; be dIs:jdv~uUa~ed over a ?;)ckaE.~ V
r~$por~d:,'1J1t o;\'ingto 'ihe ;~E~nl'e by (hi:: til)' {tn the S~(ire ~}f !h~ fle·xt hlE.h(\:~{ ni~k.-=d
l}rPI'lo::~~r ~.) deTco'«l,im: iil~ r>a1c"h'lt-1ftl ~"'~'r~l";J :lcure ftl'l':''j',:''b'' j·vr;:,ri.·,,7I' Tf\'';1 ~'\'erar('- 1'<"1r":'._ ~~ .~ .. \ l'~. "' ... , v ... ~ _ .... ~.::;."'. '.~" J ~'''''''';::''~'' ' ........,.

!n<:!i·..idual Packages) for cornpf!risor~ !O P;:d:rtg0 v. \1:a :;:i~'l;'~i simibr co!~c~rns in i:

10!l:::r to Kev!:1 .t-"is11er~ Senior Dcpu~y City Auprnty, d~h:d .·\ugu$.t 1:-, 20G; .m:1
rec~i,:~! il re.;;ponse ()n Sepl.C't:~!)':·r 7_ 100,. both at:ach~cL H(1\\\:\·~(. ,It;; ",;"crr: nm
sati.:;iied with the Ci~v·s r.:!tioi.lalc !hm cOn1p¢tillo:l is; fos£(-r¢d bY pr(lhjbitim~' tl1e ~nm~

Prop{)~('r to be A\\'ill',:ied.rnofc than t'11l~ IndividuilI PLlt:k:.lg~ w:;{ti; thi $lln'l~'Cr:tcg(lf':':,

1'\0r ',V-,Jf-e- \V~ n~:~3':'lJn:d by ihe stai~d I?Kp::xt;Jtioo·rhat the Aimnrr \\"111 not g·,;-e wide
\'ariaih~'1ls in the scores ·of.~·h:! top pre:)1(ls;{L£ ii.;r the tlj(jiYi::h;"l p~.::..k"rf~':L

If th,~ g~)al Df ih~ RFP i~ {O ("lsi..:r C(101pc-titi\Jn l l:lc pb;enii.~i :.. f 2~\·t~rding ftU
con.;;~ssi{~n::: ~o :l s'ingie CN~CC-s.:;i~c>;l;'ijr~ under P(jckagt1 ,t na-'l$ dii'C:':ify :.,'c:\lnl·$r W ~h~1

~tti~ti. 'We undet'STi?d'\d the pr,ncipit of comparing, t~\t rd:-:.t!1'e m~rhs of a ::;;ngi~

concession operaLor's Pwpos~l W Proposal::: for h~d;\'~t!u::l P~lcJ:ag03. but \ye conl<:nd
thtd Stlc:t comparisons ~h()t!ld b~ performed in a n~anner ~hm jo.es NJ{ put i,,1\'

Proposal at an unfair compctiti\'-: disaut,-anwg:::_' \V~ do nol bdi~~ c lh':l lh~
si.lb::ontrat!.ing: r~ql!1r~;11t:nt p~ute(i on Pack:)g:e V Propf/sals of 7$:T,r,. of the squ~:rc

footage fOSi€:I:S COlYlp0tirion sufficiently to OYc'll'nmc lIla ~Ot:i?~t~ih'e :::IiS$!QVtr\lag0

;;laced on Prop0sers 'Of lndh'ki\!~\l Pi:lck::gr:s, This is ;mnicuhrly t.ru~ b:::'c:ms:: til:; RFP
dOQ nm fequ;re ...he ex.is1::.:.nc~Or irr'H'oc,:.:b10 bin:!i!~g ag.r::'cr;·jt:,;t5 b:::""~'~I;; 'Pal:kt!fC' V
Pmposers ,md their sUbconcesslt\rmires, The abser,;.:e of (hI!,;' ieqt;j\t2m~:)t wosl:!
P~ft:1it a seh::cv:=.d Pa.;:kiitg~ 'V i>r(',poser W hljl>'::~S.~ ~l,'ha!::\'C'r !~r;;1S'. it d~om:\.:$ em i:$
subcoocessionalres, who tt thm point would 0~';e i1t~le ch(~iclj bu; to !<grc~ if 1:ley
1,.v~m~d to Qper~te at ihe Ak;JOrL

Therefore, -we respeCtfutl;: requeSt that Lhe City reconsider its rt::strktion on :lw,i!'dinn.. . ~. ., . " ...... ;:;.
only one IndJ\'lcl'.lHl "?ackag~ pt:r ~n{egory, or 1.t,1 U!f" ,~!terr.at!\·tel lh2.t Wi: llty \1$0 the
highest ::'\'ahHllcd $cor~s 10 dct,~m1ine the calculatt-Q u\'t:ragc s~ore, eren ii the Cii)' is
aJio'\','ed .0 SC~CC:I i-:-~e next high~'st mnked pr{.lpo::~.r in the scena,io d·:-s:;:ri~n·j a:)0V'~ in
which Lt,e same Proposer h~IS the hig~\7~t c·..alUlled s(:or~ in more:- than on~ tndiykhml
Package of'the same caiee:Oi\'. \Vi:; aho request tbat ih~ RPP :H~ 2.::':1e.nded to require
Package V Propclsers to ~~b";it, in nddition to i~'s li~{ of $uggeS\!:d £tlbci)nci:ssion~ires
requir.edby Seclkln 2.,11 nno tll~ leners oi in!eot required by Section :1_l2, Sigiltd
continge.f)t agreements \\"ith hs s',.lbconce~sf.onalr.:s s<e'~i'!og form th.z:: terms iO which ch~

parries ·~vm be bound should the ·Packsgc V Prop(Jser be seltcfi:d,

3. Our thirn ol:>jection. also to RFP S~ction 4.1, Eva)umk,n, is to the weight gh'en to
subjoctive criteda versus: object.i\'~,. dnta "ivhich c;ou'id easil)' result in rll) amit.:--afy fmii
unfair seleCtion process. Curremly o:~lr .2.50 pofntS out of a total of 13.00 points () ODD
for 'wTitten proposals 2nd 300, for oral prer:=entations) or 1'9.2.3% of the r:1!Ddmum
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Attochment #1
To Addendum #3
'fa; a Food. B~\'e(age and Rotail
RF? at the Norman Y. 1...1iileta
Sn-n Jose lntti<nntional PJr;'),rt

"0' " '" "'I ... f' r .... ''\ei ~ I cvaJuatibn crih~ri~L \\'c. l' "'i" .\". thm ttll; fi::::iK:~~;( ,:·.ra!wltkm1- :1l.1: ,.1'::: l;f ~U'H." ~ . ., ...):.. :t:'.>".. . .. '
t~nfena .-;:;w·t!!.:l V~ br mni'::' Hnportam and more n'?:lVi!Y 1,\'eJghlcd Iii ::V::l!~;:':Hng <I lO:1g'
t~rm SUC:·::03:;.ful conces>:iQ!111tre gS it l.s Ih~ only true; !:1d!tf::~}i ni WiH:'t:h:;- ~be ;tirp,;".I:'i

will be;;~ ;;~lr~;:;u~:tainj;;g: 3:$ possibie'r as is n:quire:d umh::r !he nlrpQ:'~':: f·::d::'r~:l gi.:ml
f!s.'wnmc:es, -19 tJ,S.c. § .nlDi (1)(."-;). For(hermo;;::, '.'.'e Gbjt:Cf [0 ~h:: ~!.·.;;~;r.;j nfup w
300 pOlau; f,:,;r oral rr~.st:n\('lti0ns, it' 1£ our "k'..... tn3{ !h8. om! flrc~;~'f~::t{lDr:s sh{)1:id
Si:!nre lu ·~o:Toborst.e or clarify Hcn~s in proposers' wriuen presQn:~!tiGr:;::, hit ;;bou!d
not be {?i k·f.~( ·.'.'iihoul fl~nhei· tXp!.:iiHt~;On (If h,:\\-v (;r;:i P;·::S~·il:t:i;v:l.:: wi!! b·.'
'e\'~llua;f:{n Hrlliirnrily gram~d b;:~5{.'.(15irnp1y on Pff:s(~n:tHi~m ~iy10,

.:1. Otif .f{)Ur1!~ o:'ji:c~h!;1 .dates to rlLl !i'~m \0 \\·!tlCl1 th:~ :;:,i-:P is. ::i!:;<\L T!w r~FP fdls to

::dCiC5S th·;) s.'~·Z::"l(lfk) l;~ which flO f.H"(}po.$(d ;$ m:idc ."; r: ;,,::-:pltd :'t,1[ on..:: i. ,(" :!1C:':;': ~!r :h.:
Individvd P;j~ki!g::"($1 ~:.ndhow itl such a dr~t1m;:t::n.:..: ;~ r;;:::r~pari~\):... ~·,·:..lid ~e- i:;~:'::::

bt~twei)!l t:1C !i1::iid~~u::;i Pack~.g(:$ kH' ;,\:h1dl iih~".0 :\,f' :1:,(',;l(~~~"~.::: ;1.;~d p::-::k::g,c \:'. \::('
,i,e ,::\.m{'~r:H~:l <{bout i.:1:e possibility of lhlJ C!!y ·.:'H:':.l:la:i.:::I.Hy ::;'. :lrdlng :ho;:'
~;\n::~;~i.i;')f::: :tndt:'i' P:.'n:.'k~ig~ V in ~tlch a s.i::'!r.~\rk). ;1'r;,\;K;;:'·~;-'~ ~(I h:lid'::l::d pj',d:,ag.·.:;;
':~HmtJ( L~on~iol wiH!l Qlb~r Proposers tel Indh'id~J:::'l ;"'H·:kf!.~~~:;; -.::iB au f.:i n~:t '.:'.;. nor crm
~":'op'J~~e:-5 h~ r·':::$l:'<t':1s.ib~D for the qm:iity of o;:h,u Pr(.';l:}~.-::r$· ?f:tp~l:'·~!:: ::::,! i':i"':: ;i~:.:~

l.!nf;;l;l}' ~::3a(I\';ln:ag¢ct uod-e.r the. t:.urrent r,H~lh(lrl ~:i ::('i";~i):d$on ~>f :;i:~ :nr!i\-!c\:J::i
?"~Ck':ig~~'i ~iJ PHc~:;ar~:.~ V. If there 'is no pi"up:)s£d 'f':"i ~i:10 or' n;'.)re 0;" ihe iiidi\'kbd
?n.,'k"~lts kIf I'f th·1\ C,'tv ,·.:'J· c·~ "1~ Prl)"I'cs:>ls fO:- 'v1"" (;.. ""\:-~ i·'·'ij'·;:i,.·.! :1,::'l"I";":,,,,,~l.......::;:. ,_ " ~, , ~ _ .' .. '.~ \ ~ •• ~<.;.f,

',;'~ :;om.end r;"m; :!'le Citysbnuk!_ be requir.::d to r.;;i~$H·:~ 1:",:: K!:':' $P ~hili i:!~ :-~!'J.UI;r::n~

P:'::'jJOSe.iS t,;. lndj\'i(h;:~l Pa(;kag~s .ar~ tW! ,~\!:,:,.;iT'<:\ii;::;\qy ·;·~-.:hid-::d :':-(';1l :b~ s·:~;-:'(':i'·I:;

prr,.lct,\s,::;. Fliih,rt.!<J dQ so r;Ot!ld i~rec1ude ~\ high :":D;"ln~ ~'\r,:~p(l$!!l br ;'Cl :;ldi\'td~t:.j

Pa~kage from compedilg ,H ill! against the 11:gh-::-$( ,::\'3.h::H~d 5,:,.':)r::lg Pi1Cbg:1 V.

'..1,'-:::. ',tppro:.:,i:Ht:' :·~l ..:r (:on:::idc:'8tion of the i$$'J~5 \.... ~ hm~ ~~':;E.d. ?tc:~.-i'..:' n;: ..':;'·~ \!:; d t!·.~

~:tt'P$' i',£'lfil.e:i :/,~ :h-:: adjl!d!:.:~;j.:n d this f.ll·rrt;"~.::l ;\nd 0;',::':,':\:.".:; . 'I :\\t, R::'? ::·Xi;";";·:';~" ',~S ::
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FinRnce Denartruent
PURCHASING DIVfSIO)/

At:achmenl #2'
To Addendum #3

f::x a Food. Beverage 2nd Rs~ail ~~FP

at the t,Joiman y, Mii1sla San Jose lr,tematiDr.al Airpoit

Cf,PITAL OF SrUeDN \-~~U:.EY

December 13, 2007

Mr. Jayier Vega
Pacific Gate\vay Conccssion.s~ LLC
11 SO }Jorth First 'S~cet
Suite 220
S~n Jose, CA 95112

Re: Ohjectio:1s to the Food} Be\'et~gc and Retail RFP

Dear Mr. V0ga:

,This is itl respons~ \0 your lctier dated November 6,2007 setting juno objections to the Request
for Proposal for Food, B'2:verage and Retail ConcessloGseRFp:l) issued on October 12, 2007 by
~he CitY ofSan Jose C:Cit:() at the Norman Y, ~1ineta Sat} Jose International .t'\irport1 submitted
pttrsua..tlt ttJ'SecHon 1, 11.8 of~l,e RFP_

1: Your fust obj~ctjon is L~at tie umefrarne tor subm.is~ion ofobjectlo!ls. to the structure:
content or distribution of this REP; specifically) the rcquiiemcntthat 5uchobjections be
made by (he deadlhlo ror.questions related to the; RFP. The City's Nsponse is that this
cutoff cate en.a~les staffto consider and respond to objections and modify the RFP through
un addendum, nS detenrJncd by the City.

. i

Regtu'd.iag your concern about any n:::.gative bi8.S during the evaluation process resultin.g
Tom yorrr letter dated November 6) 2007 Dr a.l1Y ot\cr correspQnden~el Irequest that you
refer to my email dated Novemb~r 9,2007 (see Attachmentl to this Jetter)

2. Yoer second ql~ectioll is the man.net:in wWdl the inillvidual Packages I, TI, III aa,d IV.s.re to.
be compared to Package V. You state thai" only awardiilg one incHvidual pachge per
.::ategory (food a.T1d beverage or retail) to a single respon.dent is arbitrary ifthal respondent
~3S the highc,t eveJuated scores for bo!,.lt bdividual packages in tlte category.

The C[;y's response is that the structuring of the RFP in this respect represents a reasonabie
effort to meet the goal ofmaintaining a high Jevel of customer service in the concession
program by foste:ing competition between vendors. Limiting the number of packages a
concession.aire can be awarded inheren.t1y creates a competitive atmosphe::e botW'een
ven.dors, which 'n turn is expected to result in better customer senice, product assorilllents
and concessions.

1'-

;.



o.

r",Uachmenl #2
To Addendt::m #3

;c( a Fo·:xl, 8cvo.rnge ami R.e:o;,i! RFP
a: the Normfi~1 Y. Minota San Jose lntarnaliw:ni Aiq>o: I

b·LIv; second vbiec~ioi1 of your letter, you t'lso cOiltcnd th2t the Packngc V SC0fC Sh0Uid
be c~mDared ag~ii\5t th:; hic:ncs\ scores for the lIVo ind!vi:-Iuat psckagcs b ~ach catcg(lr1
even if~hose scores bc-Iol\g~ w v~le responden.t V..:hD ~i.H.!ld o:.i!)~ be ~·..\'(!rded 0r:C

individHal package in ~ Cat~gory,

The. Ciiv1s rcsoo.ns::-: is tbat com;:',2,i1'ni.l: the scores ofth~ pn)fH)S2.!S for Pt;ck:~g~$ {". . ....
through IV :hat :ire reCt,l:l1.i.11eacttd for e.\~lard agatn$~ P;1ck,1ge V is il i1dr :lnd rc!~sOimbIi.~

storing rne6odotog:y b~c2.~l..~:; 6~sc are the pacK:::.ges ~hat would (lc.twJiIy ~,(; ches-:;~ ::::d
later in:;?1emenle:d.

D. l:1 the s:.':cond (fbjection o.fYCi~:r i~:t;;:', you str;tc that r-r,vt::dir:g at! con8e:.;;~o;1~ to:1 ibf;l:;

,;oil-:';'~$sion?l;i"'~~mdt: ?a~h.ge '\. rUrJ~ lX.H!lner to the ;i.m.~ of inslcrtng i.;':.Hi."Lp~tido:l.

_. (..,. • . " I' fi' ... , ,;::a ..~1!Y s r~~sp,,;c..sc IS U'trti ~l~':;: l:-;,aKUlWIn amCH,mtot Ci.·mce;::S'iQ:; a:'G(! sqtlf:.~e Ice: tl~;~t ~i.1I..':

\\.·iru:ir:11: :,,;-r',)o,,')scr b Pc.':cka£!~ V (:2..;:'; o~)era;;e L~ 25%~ wh.ib a ll\inb:,um c:f-7 5% 01 ih~

:::;,"U:;:;"'~ 7~~1"::~~'" \.::'j) ''''C 'T·h_::!v~I~::\C'·d·:'" th,iW(l n·~"·l·'··~ Th,,; l)'·· ;"'nc (.. ~·(lt :~ •.\(\' -~·\-:.;;f... ":.._ l •• ".'_~ 'I.,., ._. _.",~,_._ ~" •• 1 .. l l_.', "~: , f ..

:.:~rnCi;Sgi.;.)n:::i:~i,l ;;y thi~·\.i pa:·;~~5 \V~n gc:nera1.C a hi gh~eGrf;:". c f comp::;d: ':,,;:: )'';:.''\,:,~~~:~

c, II) ihc ~econ.d :;':j·::dbn 2.f your l:::~lcr •. you ·fm:ther requcs~ :'~::"l i1l ;1d::li.t!O;l :~) th;~

r:.:quti'e~:~en: that prnf.9SciS submit !ette!·s of !n{e~lt and a li~t of suggcs~ed
5ubcc,ncc$~ici~aircs83 rcq;,li:.:::::.d by a::ection. 2.11 \' (we lv~rc ::Qt ~ble to lo~.;.tc sectioi'i,
2.11 in !hc RFP N the E:>:~;;,it 8{l~xerr.plar \l,,·o.!ch refeie\1Ce~ a list of suggc~.;n:d

5ubconccssic!H!.i;-e:::), :hz~t proposers of Package V submi t s!gncd :';UhCDll;;~:\:;tGnl!.i:·:,:

::t)n~~n~e~t ?.greemc:1:s.

The City's rcspG!)'Sc is 6~t tn order IO maintain a !ev~1 ph~yhg: field:t \V,)'Jkl not :1..:
cq~itlibl~ i0 ~~id e:1 Jldd;~kt·;.:!l reqlib::mcnt tfJ the Package ~; ;;roposcrs :.~~~ -W0~!1:l '1,''lt

he rcq11i"cd by ?.~l [)ote:1i.igl pr'Yp(.):sers ,rlcr()s.~ fill packagt::$, Fu;-ther.~ht Chy (lOC5.1K\::

',,'am t,) ~i<t(\ri'c:':::: \\:i;h :.h..:. \:\t:l~nK~:ual ~·elutk'DShip b·:.:h.vee:l the Ci~;/.:i :\lnc~:;.sb~n!r:::s'

:m(~ ih!t;ir ,·e::?,.::.:.:h:c s~:h:,""1:·.:';'~':;~;0nairc.~.

J. \·~iu.r t~:~·j nbj~!;.):: is that: n i~'\~ 5c~tino;.f.1 of the RFl\ 25~1 :·..';il::'l,:t~i.J:'!. ;)~il:.:3 ~;,;·c ;)':H:.:;;;.::!~

:;:,tr nS\.lhj:~c~!n:':': .;r!:crt:; vcrs:::s 0~]J.::criq~ aau, [t is your cO::J.:C:~l~i:H1 that '.:J~~ :l;-t~l.':::'l~1

c\'d:tari~m criteria :;houL:i ~')t E5j m;;·rc It:l?:Jr~'!t and more.: her...\ ilr ·.\'·.::lgh:.:.:.:i i:\ '':',ab1:ti:: f, ~~;'..'

:>::-'nc.e.:~~ ~ I (~;'4!n:·..

T:l:.l Chi ~ reS?,:;"1:-l3C is ~ha\ ~')" r:~slg.njr1g 25%·('f rne sCr:):e of tha \i";iltcn i1;\)r:I:,;~s ~~'~~.)

nn2.ncial a.::;p·~~c~ of the RFP g{\"CS 51g1lific3.:.'1t·weight to ftsc,d e\·H;~ti~i:'in. i~ l!j~ttion \V 6-:
ibandai as?ects c·f the eilY':; i>~~jces:;in::1 ;>fogiam1 ~h.:} Cir)' ~~5 o~hcr g~}a13 to nc:-ti~v~

'.h.:ough t~e RF? process, .:::uch l::J1 t~nan.t mix, c"Jswmer sadsfa.:.tkm f:n~i the Gv{::r~~i I
t:"lucc:S5iur;, ?:a;-;.. The e\'a1ua~:v::- td~eria are reUective of aU ~FP t,.t:j~c~!\'e~.

4. Your fo:.tffi1. objccrbo relates to the RFP being silent on the sccnar:1o b ;;;.;hic:-t no ;>roposal b
mad~ or necD?t~d for one or more ~f Packages I ~hrough IV and how in ~;:l~h drcumsnmccS:1
comparison would be made hetw0e~ tbe individual package~ !C.r which t11crc a.e pro~cs~.h:

and Package V.



Attachment f:.2
To Addendum ::3

for a Food, 8everage and Rets:ll ;:lfP
at the Norrm.!.1 y, r\1inc;~a San Jose lr.t~rna'ion'£,l ('1ir:lor:

Page 3 of4

Tbe gor-:.1 oftt.c Ci.ty is to recnn":.tnct\ct<l\e pack2.gc(s) that te3t raeet:'he e~.;ah!{l.tion ciitena
ou:lined in the RFP, No one c~n be certai.n. oithe qu¢liry of the prnpm:als th~ City ~iil

re.ceive; hOV;CVCf; the October 30t 2007 RFP pr(:~prQposaI conference, was a~tcnd.cd b}' IV7
s~£kci10k!crs representing a wide vane(y of COmp?..rl~es that tradi~ionaIly pro~ose 01.1 airport
'.-..onccssloa Cppo!tunities. ';;":c are- coniidcnt tbat tl),e strong int~rest dispiayed at tha pre-
.proposal conference: wii! tra..r'Jslare bt, a highly competitive bid process for the concession
RFP OppoJturJHes. To address f.h.e p~tcQticl sc,enario l as outlined in your,letter; the City ha.~

amended Section 4. i 1 ;'Evaluation cf?ackages I~ II, ill and 1'1 vs. V1l of the RFP 'In
,A"ddendurn !lumber 3 of the RFP.

I appreciate you.r ~nterest in the Retail, Food and Bc:\,~crage ~~p fUld submission ofyour ~Oi'~cems

regardbg the'various aspects of the R.FP. For the City to achieve itsopcrationa! objectives1 lhe
majority of issues raised in your letter wi[; not result in the City a~.ucndir:g :he" RF? nocument.

The City is looking forward '\0 your co:npany' f; response to fbJ~ RFP',

200 £csJ S(111la Clora Siree.', 13" Ploor, San Jtm:, CA PS7/3 ret ($08) 5JJ-7tJSfJ F'c::r: (.f08) 292~u"30 www.sal/jo:ece.gov



[:..t~ac.·"lmCl1t #2
10 Addendum #3

for? fO:lcl, Sever<.)ge and Re:afi RFP
at 1hs NO:1'iic:n Y. Mineta San Jose lntsrnabonal,!Ijrport

.r\tli,cbnent I - Ciiy Respnt:sc to letter fn.?fi1 l\1lr. Vega, dateq November 6, 2007

D=a~ Mr. Vega:

1alol in receipt ci tr.e l~:t~ dated November 5, 2007, jf! which you ralsed 0DjS:t10liS to th~ br:n8nd
cvntrtn: of the City's Food, ?sverege. and Rs·tsil Concessions Rr-P.

P:ease: note thatcny letter'recsiv~d by tha Clty is c-:msldersd a pU\)!icf~:;':)id . .A.:ld:tionaa}t, any
subs.!antlve information received as par:. of the j)roc(l;"ement iX'O~?.ss ~') published to ell ;!Oi.snUa1
proposers of file ,::;pp pr~cass., Ti'lai£:-rora. :he Cily will r-!:'spond In Y~Hlr!etter in w:ifi:\i): \'i:e: e~ a:jdsndurn
to tlH~ RFP ahd attach your IEder to the RF~/.

R.ega.rding ,'o!.!r COnCEit:'! :':e~ U,,;e ol\,i€dior,s rnls0d may rcs~lt fr: s {H~g~tive bias to\V2r.Js a p....oposul
su~mitted cy your fiir.\ piaase note tha~ the e\'all..tati,on commllt5e witt consIst of Impartial mem~a:s.
i:1ese: members an: charged :0 9'/ah!zt;s 2!! p:c;:-I::sa!s according ~(;. ~ha pr·:x::~ss o!JWned i:'l the !=:;::? ~(?s,

Fifi1f)nce·d ;hroug;'.~ut tra ?rOcU."DliI0,i! Dm~e&s.. '

Shce:~!y,

\'V,:Hlar C. i'::"s$:il~t)n, C.?i'A.
Chiel PU:-ci',asing O:fkerlDe;::uty Dlre(;,~or
F!naac·:: .
Cir}'or San Jose
200 E, Santa Cla(~ Stret:~, 13th rb:x
32:1 Jose. CA 951 : 3
Ph: 40a~535~705~
Fax: 4J.)S~292-54Bc

wa!t'!li'.;oS:$majlf1l~sa.!IQ:$&·::a.ao\'
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Pacifi~ Gateway Concessions, LLC
1150 North First Street Suite 220

San Jose, CA 95112 APR 16 PH 2:05

April 16,2008
Via hand-delivery

City of San Jose
Attention: Walter C. Rossman, CPM
200 East Santa Clara Street, J3'1> Floor
San Jose, CA 95113

Re: Protest of the award recommendation by Pacific Gateway Concessions, LLC (POC)
(DeLaVe, Inc. 50% Ownership Interest in POC)

Dear Mr: Rossman:

We respectfully submit the following Protest of the' award recommendation made on
April 4, 2008 for the Norman Y. Mineta San Jose lnternational Airport Food, Beverage
and RetaiJ RFP (the "RFP"), pursuant to Section 1.12.9, Protest Procedure.

MEMBERS OF THE COMMITTEE HAD CONFLICTS OF INTEREST, FAILED
TO ENGAGE IN DUE PROCESS, AND VIOLATED RULES OF FUNDAMETAL
FAIRNESS IN THE PROCUREMENT PROCESS

1. POC has reason to believe that certain members of the Evaluation Committee
appear to have engaged in conflicts of interest and ethical misconduct which is either
violative of city proscribed rules, or at a minimum gives -an appearance of improper or
illegal conduct. Specifically, I was informed by 'Committee member .Phaedra Ellis that
she was going to support Host/Maniot proposal because she has a \inion relationship with
them. Not because they presented a financial package that was better for the City of San
Jose, not because the Marriot was more experienced in the Airport retail business. but
because it was better for her union relationship. This was communicated by Ms. Eliis to
me BEFORE the RFP was even out, and before the presentations and proposals were
submitted by all competitors. How can such a process be f~ir and equitable when
committee members like Ellis are predisposed, irrespective of the benefits to the City? Is
the goal ofrha Committee to protect the self se.rving interest of one member, or is it to
protect the interest of the citizens of San Jose? Redundantly, Ms. Ellis, and anyoneclse
with such a predisposition, without properly weighing the merits of other competitors,
should be summarily disqualified from the Committee, or at least in voting on the
contract award.

2. In addition, Hudson News RFP package 2 pages 140 and 146 included a letter of
reference from Amy Shaw, who was serving as one of the Committee Members. POC
believes this to be a conflict of interest, therefore disqualifYing Ms. Shaw from the award
process Or otherwise requiring that she recuse herselffrom the evaluation committee.



If! this connection;' lUrther to paragraphs V (Allegation of Cor,ulct oflntercst) and VI
(Allegations of Misconduct) ofthe Procurement and Contract Process Council Policy,
PGC request an investigation ofMs, Ellis, Ms, Shaw and all members of the committee
where appropriate, 1 '

3, There is also evidence that lobbyists were used by three oftlle competing
bidders to procure an award of this contract. Though hiring of lobbyists in and of itself
does not necessarily rise to the level of wrongdoing, it definitely clouds the climate of
integrity sought by the City Councilrrhe Mayor and iterated by the City of San Jose's
own Council Policies relating to the Procw'ement and Contract Process, Integrity and
Conflict oflnlerest. Said Policy reads as follows:

It is the policy ofthe CilyofSan Jose to provide a/air opportunity to participunts
in competitive processes for the award ofCily Contracts by promulgating
Integrity and removal olConflicts ofInterests through the inclusion of the
following components in all competitive solicitation
City of San Jose, Council Policy, Page I, Policy Number 0-35, Effective 216/07.2

4. In addition to the above, there are other factots which raise suspicion that P'GC
was not provided an "equal and level playing field" in the Procurement Process, First,
Airport Director Bill Sherry refused POC's initial. request to meet with POC prior to the
release of the RFP3 Though we were eventually granted an audience with Director
Sherry, the balance of the meeting with Sherry involved him telling PGC members how
unhappy he was with our efforts to force this meeting upon him, Moreover, POC has
learned from its competitors that Director Sherry did in fact meet with PGC competitors
on several occasions without having to make multiple efforts (like PGC) to meet with
Sherry, This begs the question, was Director Sherry playing favorites, stacking the deck
against POC and oth!"rwise predisposed, irrespective of City Interest, to vote against
POCo Was this a case of a selective process of procurement? These are questions that
must be answcred prior to the final disposition and awarding ofthe contract. ' ln addition,
one of the bidders, Areas USA told POC that their lobbyist was informed by Director
Sherry that DeLaVe was an'undesirable partner, but olTered no explanation, Competitor
Westfield also told DeLaVe, Inc. that the Airport Director did not want to do business

1 '
Coundl Policy, 0·35, pam; V: Pdor ((ulu! so!icfJatioll release up 10 (tward (if ,'{mll'act, allY cdlegmirJl'ls (!fCOI!/licl of

[merest by (l City employee, ('onslIlialll, or. other participCIJ1t in the pre~.mlicflalioTl and solicitalion pl'oclm,' shall be
reported 10 {he PI'(n'uremenf Contact. Tile ProcureMMt CO/Wfcl shalf investigate 111ft (1IIege,d C'9"jlicl of in{er!.!.\" in
consultation wirh lha City Atforney 's Office ,mrl dOCJ/lllrtnf the re,),"tdlilIg delrmllinatiofT.

..111{!gari(}lJ.t ofMisconduct: At !/fI.V time dwillg a so{ici/a(iem procl!ss. any mitconduci by (! C
or otJuwpw'Jicipemr in (lilt pre-~'oliciltrfion and soiicill:/ffon process, shaff be repo/'ted to the (
Officel', 171ft ChiefPurchasing Officer ''''hall inwstigat(!. Ihe alleged m{scondllct, in CPI1S1r!Ud

OfficI!. unrl others as appropriate .. ,

,
- Can one harbor any doubt that the cOl)duct of M~, Ellis, Ms, Sbl.1\v and p~rhnps others, v
policy?

3 City Policy permits said contact prior to \h~ iS$UMCe of SolicitatiDll!\, See Cit)' Policy
(Com\l1Unil;l.ltion Protocol)



with DeLaVe, Inc, agam without explanation and without any faL,,,al or legal basis. This
bias. must be investigated.

5. Another point of protest relates to a concern previously stated in our objection to
the RFP, in an objection letter as amendment to the RFP dated November 6, 2007. In that
letter we stated our concern that any objections made to tbe RFP would create a negative
bias toward the party raising the objection during the evaluation process. We had

.requested that any objections to the RFP be considered without disclosure of the party
raising the objection as a way to prevent sllch. bias jiom impacting the evaluation process.
In spite of your assurance that the evaluation committee would consist of impartial
members, We are concerned that the fact of our having raised objections to the RFP may
have nonetheless resulted in a negative bias against our proposal. As the result of our
objection letter having nothing to do with the evaluation criteria it should have not been
provided to the selection panel for there review as we requested. It is likely that the
improper dissemination of this objection letter clouded the judgment of the committee
members. We believe this is indicated by the fact of our significantly lower scores Oil the
six evaluation criteria: Tenant Mix, experience & operations, customer service, design,
finaricials, and marketing plan as compared to overall Concession Plans contained in the
proposals of the other proposers. All evaluation criteria being equal, despite having the
best Minimum Annual Guarantee (MAG), PGC's proposal was not adopted.

TENANT MIX

Our contention is further suppOlied by comments ofthe Evaluation Committee
members during our debriefing that suggested our concepts, such as the San Jose
Mercury News store, included declining brands as compared to our· competltors
submitted as an example, SJC News, a non brand. Such statements indicate that the
Committee was biased against PGC and its concepts, or simply had an intrinsic lack of
understanding of basic concepts in the retail business. Additional qmcerns reg~rding our
concepts· were misjudged, as PGC's concepts were equal if not better than OUr
competition, and our local and national brand concepts were as strong (or stronger) than
that of our competitors. In this connection, we are able to provide additional detail upon
request.

FINANC1ALS

PGC was further informed in our debriefing meeting onWednesday, April 9,2008,
that there was significant concern regarding whether our Minimum Annual Guarantee
was realistic based on the sales projections and that this concern resulted in lower scoring
than we might have earned otherwise. First, as everyone is aware, all MAG's wete
supported by bond. Second, this concern was not raised at any point during oUr oral
presentation by the Committee, therefore we never had the opportunity to respond or
provide the necessary sl.lpport or assl.lrances that our financial projections were accurate.
Had the Committee raised these concerns during our presentation, we would have been
able to discuss these concerns and allay these concerns in detail during the presentation.
as our projections are supportable. In addition, in reviewing our competitor's packages
we have found numerous discrepancies regarding their tlnancial projections, yet our
competitors still were given scores higher than POCo

3



QUALIFICATIONS

With respect to the evaluation scores related to experience and qualifications, we
believe that the evaluation of our Proposal shotlld not have been' adversely affected
because of the relative number of stores we have overseen, While we have opted to focus
our experience and growth within the local community, we believe that as a locally
owned and operated business and because of olir extensive familiarity with this
community and the customers who make their lives here we have a superior quality of
experience and qualifications which carolot be underestimated and certainly should not
result in a lower evaluation score simply because we do not operate on the same scale
nationwide, Our experience as a locally owned and operated business and our long-term
presence and commitment to the region is a substantial asset that makes us uniquely
capable of serving the community and the San Jose International Airport. Indeed, POC is
more than qualitied to prevail on this bid given PGC's prior successful experiences at
other International Airports. Specitically, our experience at San Francisco International
Airport is a prime example of our success - over Thirty Three Million dollars in sales last
year from twenty two (22) stores, generating financial performance ratios (sales per
square foot and sales per enplanement) within the "top of national airport concession
industry standards". As an earlier example, in 1999, POC won an eight (8) store RFP
over Host Marriott International, the then incumbent in San Francisco - since winning
this contract, POC has shown "greater sales growth" over Host ·Marriot since the
inception of the contract, Further examples of our experience and success have been and
are available upon request.,

CUSTOMER SERVICE & EXPERIENCE

. As indicated above, the Committee failed to undertake reasonable dne diligcnce
in evaluation of PGc:'s experience. Specitically, we were informed by committee
member Terri Gomes on April 9'h at the post briefing meeting that "we [The Committee)
do not make field trips". That's like a vinter bottling wille without ever tasting it. That
type of thinking does not make business or economic sense, is not in the best interest of
the city, and suggests that the Committee makes decisions in a vaC\lum. Does the
magnitude of this contractjustiJ'y an investmellt of time and effort to "make a field trip"?
The answer is unequivocal)y yes, and had the committee made the effort, it would have
been in a much better position to fIlake a fully informed decision, and to genuinely
evaluate POC's experience and customer service. Moreover, PGC is particularly at a'
disadvantage when its business operations are successful, but it purportedly lack the
"name", but not experience, of its competitors.

CONCLUSION

Given all of the above, it is tlnassailable that the Committee failed to eluploy
lundamental fairness in its review of POC's proposal, and in awarding of the contract.
PGC submits that the process and procedures employed by the Committee were
intrinsically unfair, and thus did not provide the requisite due process mandated by
standards of law, and standards proscribed by the City. The aforementioned conflkts ~f
interest, the predispositions of at least two, if not more, Committee members, and the
"lack of a level playing field", all contribute to a grossly inadequate j:>rocedure and
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process that reeks of IUisconduct, and constitutes a failure of intv"city in the PrOCUl'e1l1ent
process. At a minimum, such conduct must be investigated.

Moreover, POC presented a cogent proposal package for retail packages land 2
of the RFP. With its vast and successful experience ill other International Airports, its
innovative concepts, and its financial commitment to the City that was equal if not
superior to itS competitors, it is difficult to conceive a better package that would benefit
the City. Moreover, POC cOllnections to the local community are underscored by owners
who were born and raised in San Jose, and who attended and graduated from San Jose
State University's School of Business. Given the City's purported interest in hiring home
bred talent, so long as they are qualified, POC fits that bill better than the competition.

We appreciate your consideratioll of the issues we have raised in this Protest.
Indeed, we submit that as.a result of our experience, and POC's financial guarantee for'
package I (the bighest of all competitors) we submit that Package I should be summarily
awarded to POCo In the alternative, we submit that as a result of tbe flawed process
iterated above, tbat the Committee I) launch a full scale investigation of all issues raised
in this Protest letter; 2) reevaluate the RFP PrOCLlrement process with an entirely new
committee, and/or 3) conduct a second vote on the POC's proposal after recusal of those
members who are shown to have a connict of interest, a predisposition on tbe awanj, or
have otherwise engaged ill misconduct. Please advise us of the steps related to the'
adjudication of this Protest to the award recommendation.

Tbank you for your anticipated cooperation in this matter. Nothing in tbis letter
shall be deemed a waiver of our legal rights and privileges, and we specifically reserve
the right to continue our independent review of the process and pUl'SUe any and all legal
remedies through tbe Courts after all administrative efforts have been exbausted.

~:::::;::f--V:f- j G---"
vier Vega

cc: City of San Jose Attorney, Brown & Ramirez. LLP, Lauren MacDolHlld. Pugh, Jones, Johnson &
Quandt, P.c.
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crrVOF A
SAN]OSE ----=~Fir"':;';'anc';":;'.D::7..pa,:,;:;rtm=ent

PURCHASING DIVISION
CAPITAl. Of SIUCON VAll.EY

April 28, 2008

Mr. Javier Vega
Mr. Frank DeLaCruz
Pacific Gateway Concessions, LLC
1150 North First Street, Suite 220
SanJose,CA 95112

Dear Messrs. Vega and DeLaCruz:

Subject: Protest letter from Pacific Gateway Concessions, LLG to City of San Jose, dated 4/16/08
Reference: Request for Proposal (RFP) for Norman Y: Mineta San Jose International Airport Food,

Beverage, and Retail RFP .

This letter is in response to the subject letter alleging that evaluatioll Committee Members had a Conflict
of Interest; issues with compliance of the City's Lobbying Ordinance; lack offaimess regarding meeting
requests with the City's Director of Aviation; concerns about the objections process of the RFP; and
concerns about the evaluation ofyour company's proposal.

Allegations of Conflict of Interest

The subject letter makes certain allegations about two members oflhe evaluation committee Ulat you
characterize as a conflict ofinlerest or ethical misconduct. Specifically, your letter discusses the
following: .

1. Conve~satioli with Evaluation j:>anel Member. You state that Committee member PhaedraEllis
Lamkins told PGC representatives that "she was going to support a HosVMariott proposal because
she has a union relationship with HosVMariott." According to Ms. ElIis.Lamkins, that is not
something that she said. There is no way to now determine what mayor may not have been said, nor
would it serve any real purpose to determine what was said, because based upon my examination of
the evaluation, there is no evidence that Ms. Ellis-Lamkins either engaged in an actually biased
evaluation or exerted an influence over the evaluation process that would have changed the outcome
based upon any bias.

2. Letter of Reference. Your letter also mentions a letter of reference from Amy Shaw, Manager for
Aviation Commercial Business at tlle Seattle-Tacoma International Airport, that was included in the
Hudson News proposal (see Attachment A). The generic reference letter dated November 17, 2006,
is addressed with "To Whom It May Concern." The letter was dated nearly a year prior to Ms. Shaw
receiving an invitation and accepting to serve on the City's evaluation committee. The City
concluded that the submission of this reference letter does'not constitute a conflict of interest or a
violatio~ of Council Policy 0-35, titled "Procurement and Process Integrity and Conflict oflnterest"

Indeed it is not uncommon for evaluators. and staff to be familiar with the work ofa partiCUlar
proposer or proposers. This is almost always true when there are incumbent companies participating
in a competitive process in order to continue to provide service. There is nothing inappropriate in
using as evaluators people who are familiar with a particular industry. You should also note that the
City selected an evaluation committee consisting of nine members to ensure a broad, independent and
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impartial review and evaluation of pl"Oposals by various tecllnicai exp0rt$ nnd members (,If {he
community representative of organizations.as it relates to the Airport's Conccssion husiness, Thc
scores fron) all members were averaged to arrive at 11 final score with flO one or two ofthtn1 having
an overriding inOl1cncc over the others.

Use of Lobhvists

The subject letter suggests that lobbyists were used by three of the competing proposers but tloes not
provide any dct~lit regarding the et,gagement of lobbyists ur any violation or dther the Cit),tsLobbyist
Ordiuance or Coul1cill'oHcy 0-35, titlcd "Procurement and Contract Process Integrity and Connie! of
Intercst" Specifically, Council!'"licy 0-35 states that "companies which rcspond (0 n City solicitati<ln
agree to adhcre to this Policy and arc individually and solcly t'esponsihle for en,suring compliance wit.h
this po licy on behalf of the respondent's emploYges, agents, eonsultanis, lobbyists, or (Ilher parlies or
individuals cngaged for pm'poses of developing or supporting a response." The City Clerk's Olliee
confirmed that lobbyists representing AMS·$.lC and Westtield were registered with the City in "OO? and
2008, In my investigation, I round no evidence of impropriety or violation or Council Policy 0·35,

Equal alld Level Playing ['ield regal'dingiVlccting Reqnes!,

In the prolest !etler,your company expresses conccrn that POC was not provided ap, "equal antlle\'cl
playing fioMll regarding meeting requests v.'Jt~ Me WilHam F. Shcny.l\viati01~ Director.

At POC's request, Mr. Shetty met with representatives of POC twice in 2007, During lhese mecrillg',
Me. Sherry did not exprcss a reluctance to IMet with POC, Ilowever, after POC representatives broached
the subjectofthc upcoming stll~ieet RFP, Mr. Sherry asked them to use established lines of
communication, such as stakeholder otLt~cach. tncctings, to convey PGC's thoughts, concc.!'ns. cH1d
comments about thc planned RFP, Mr. Sherry directed the conversation towards the eslablished linos (\1'

communication to eI1S11I'C that City staff could approprialcly capture any input regarding the subject RFP.

In 2006, Mr. Shcrry met twice with HMS l-lost and once with Paradies, "COI\cossionaire thai did not bid
on lhe RFP. Conversation!' at bt1th HMS Ho~\( meetings I,....crc limited to ig~ue5_ rdated t!.) the ~:\i5ling

operations at the airport. rhe meeting t,vith Paradics \Va;; a cordial visit disc.:u:1'Sing opcrntioli."l at Ft.
Lauderdale·Hollywood lnl'l :\irp~)!1 (FIJ.} in Florida. Priot' to serving a~ !\viation Director lor th~ Cit:
ofSan Jose, Mr, Shurry \Vorkcd "lI'LL.

In accordance with Council Policy 0-35, Me Sherry did not have any meeting~ \\'ith any pr0S!)CClive
company potentially responding to the subjeel HJP after its release,

Objections to ,,,bied RFI'

Your .letter includes a diseussion of PGCs letter objeetingvarious aspects ortlic RFP 01\ t'c\Vcmhcr 6,
2007 in accordance with the RFP document (sec Attachment B), in which MI'. Vega expres<ecl cooeern
about a poteotial negative bias dne to the suhmission of objections regarding the form and cOl\tent of the
RFP and requested that the City not release the i\lenlily of the objecting party, Thc City invites a,I\d
welcomes objections to any aspects of the RFI' for the purpose ofensuring that it considers the views of
potential proposers 00 thc RFP's cootent. Becausc the City values this input, the City in no way put any
objecting participant in a negative light as part ofconsidering objections,

As I stated in an email after receipt of the objection letter, any document received as part of the RFP
process is a public record and will be released as part of the RIP process as an attachment to an
addendum in accordance with Council Policy 0·35, which states that, "All requests for clarification.
objections to the structure, content. or distribution of a solicitation, or other inquiries must be made in
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writing and the City shall answer to these clarifications, objections, and inquit'ies in writing via addenda
to the. solicitation. The objection leiter was released as part of Addendllm #3 on December 18,2007 (see
Attachment C). In accordance with standard City proellrement practice, the entire RFP including all
addenda were made available 10 the evaluation committee.

You have offered no factual basis [or the proposition thai the incltision or YOllr objection lelter as p.'1 (11'

the RFP materials reviewed by the eva Illation panel was perceived by anyone as negative or any other
way resultcd in any lower scoring of your company's proposal on the six evaIllation criteria.

Tenant Mix

III the subject leiter, your eompMly contends that the eval uation committee had an intrinsic lack o[
understanding of basic concepts in the retail b<i5iness and that PGC's concepts were misjudged. As stated
previously, the nine member eva Illation committee consisted of various technical experts and membeNol'
the community representative of.organizarions as it relates 10 the Airport's Concession business. The
scores reflect the Committee's evaluation of the writ1en material submitted and PGC's oral presenlation.

Financials

The evaluation of proposers' financial condition and guarantee of ievenue .for the Airpoit was weighted 111

250 points out of a total of 1,000 possible points for the wrilteu proposal: The table below provides
specific detail regarding the make.up of the criteria 1'01' the linancial cvaluation.

,
I

1
~,
1

--,._----.... - .... ._---_._..._--,_._---~-,,-.
Criteria for Financial Eval'uation M..'lximum Points for each Criterion
Minimum Ann!'al Guarantee ._....__ 1-__.........._.__ ..__.. _1_52 Points
Total Percentage 1'",e .__.. __•__." _..____..,_.~.Points
Sales Proiections and Fina'!,cials __....1........___........__. 35 PO.i!,tS
Financial Capacit,:.and Referen=± ......._.....,__....___30 Points
Total' _ . .___ .._.__._.._._.___eO Po!"t.

,\11 proposers, including PGC Ihat subrnitted the highest proposal [or. thc Minimum Annual Guar"llIce
"(MAG) received the maximum poinl; in this category"

Fo\: the other tinancial.critcria1 the evaluation committee's ratingofPGC'$ proposal resulted in a lower
score because of the following main reasons: inconsistencies· oelween various types of finunciar
information provided, low 3nnu,,1 sales pro.lectiOI'\~, nnd ulldCTC$tim~led el\planemel'lt projections.
Additionally, during the oral int"rview, PGC representative, ,laled lhal they did not expeel to brenk even
on this contract until 2015 - during th~ seventh year of the contract .

In response to the reference ofa performance bond, the prolest letter state~ eorr.ectly that the RFP required
lhat the Winning proposer is required lo submit to lhe City a faithful performance guarantee cquall() six
months of the MAG. This security deposit provides some protection to the City and i, considered a iu,t
resort. It is important to the City tittlt companies who do business at the Airpol1 remain financiallv sound
in order to pay their employees and suppliers and to offer outstanding scrvice to the traveling pubiic.
Therefore, in order to assure the City of these capabilities, the evaluation erileria included a revie.w of
each proposer's financial projections and capacity. .

lO{JEasl Sanla Clara Sfl'eCI. /3/1, f1oor. San lou!, CA 9.5J lJ Tel. (lOS) 5J5.70$Q Fax ("OR) :92.6.(80 lI'wlI'••tanjtH~ca.g{)\'
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Experience and Qualifications

The Experience and Qualifications Section of the RFP was weighted at 15% of the ovcrall points
allocated for the evaluatlon ofwritten proposals and consisted of criteria as outlined in the table below.

Criteria for Exner;enee and Qualifications Maxilnum Points for each Criterion
Demonstrate Retail Manaoement Exoerienc.elExoertise 50Poinls
Concession ProPram Oneration l?erformance Standards 35 Points
Years in Business and Corresoondinl! Rec.eiots 25 Points
Marketin. and Concession Promotion Programs 20 Points
PhotosNideos that Demonstrate Merchandise Exoertise 20 Points
Total 150 Points

To ensure fairness in the evaluation process, the members of the evaluation committee were charged with
evaluating proposals in acc.ordance with the evaluation criteria. IfPGC believed that the City should have
assigned more points to other criteria, POC could have objected to the proc.ess by the due date for
objections on November 6,2007. It would be inherently unfair for the City to now change the selection
criteria after all proposals had been submitted. Therefore, I cannot COilsider your objection to evaluation
criteria at this stage.

Customer S'ervice and Experience

In the subject letter, your company raised a concern that the City's evaluation process did not include a
site visit as part of the evaluation process. Again, it is inappropriate to chose to object to the evaluation
process after submission of proposals or after issuance of the Notice of Intended Award.

Protest Determination
.

After careful review of rhe subject letter, for the reasons stated above, ') find no basis to determine that
any impropriety or conflicr of interest Was present in the evaluation process. I also have determined that
the evaluation and resulting recommendation was reasonable and consistent with the stated criteria.

Therefore, I deny the protest and am recommendjng award of contract to the companies as outlined in the
Notice oflntended Award, dated April 4, 2008 (see Attachment D), Your company may appeal my
decision tl' the City Council by filing an appeal, in writing, to the City Clerkwithin ten calendar days of
this letter:

I appreciate your interest in doing business with the City of San Jose. For questions regarding this
correspondence, please contact me at walteuossmann@sanjoseca.govor at (408) 535-7051.

Walter C~:R~ssm;;n, C.P.M.
Chief Purchasing Officer

20(1 East SonJa Clara Street. .13'~ Flvor, Son }OSfJ. CA 951 IJ Tel. (408) 535·7050 Far (408) 292-6480 It'l'w.sanjoseca.gov
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COMMISSION AGENDA: 6/2/08
ITEM: 4.

NORMAN Y. MlNETA
SAN JOSE INTERNATIONAL AIRPORT

COMMISSION MEETING

Minutes ofMay 12,2008

1; CALL TO ORDER AND ROLL CALL

Commission Chair Tompkison-Graham called the meeting to order at 6:12 PM in the
Large Conference Room on the 4th floor of the Norman Y. Mineta San Jose International
Airport Office, 1732 North First Street, San Jose, California. Commissioners catherine
Tompkison-Graham, Daniel Biesterveld, Rolayne Edwards, Don Simpson, John Salah
and Frank Sweeney were in attendance. Commissioner Sukhdev Singh Bainiwal was
absent.

2. ORDERS OF TIlE DAY

Commission Chair Tompkison-Graham moved Standing Items 6A-6E to be
heard after the Consent Calendar. .

Action: A motion to amendthe agenda was made by Commissioner Simpson and
seconded by Commissioner Biesterveld. The motion was approved. (6-0,1
absent)

3. CEREMONIAL ITEMS

There were no Ceremonial Items

4. CONSENT CALENDAR

NOTICE TO TIlE PUBLlC:The Consent Calendar is acted upon at tbis point in the agenda. There
will be no separate discussion of items listed under this Section as these items are considered to be
routine and will be adopted by one motion. If a member ofthe Airport Commission, staff, or public
requests discussion on a particular item, that item will be removed from the Consent Calendar and
considered separately.

a. Minutes for approval:
• April 7, 2008 Regular Meeting

b. Items filed for public record and correspondence
c. Noise Complaint and Curfew Summary:
d. Future Airport Commission Meetings:

• May 15,2008 Rules
• June 2, 2008 Regular Meeting
• June 19,2008 Rules
• July 7, 2008 Regular Meeting
• July 17, 2008 Rules
• August 4, 2008 Regular Meeting
• August 21, 2008· Rules

June 2, 2008
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A motion to approve the Consent Calendar was made by Commissioner Sweeney
and seconded by Commissioner Biesterveld. The Consent Calendar was
approved. (6-0, 1 absent)
End of Consent

5. GENERAL BUSINESS

a. Discussion and possible action on the Airport Public Art Workplan. Barbara
Goldstein, Public Art Director, gave a brief presentation on the Pnblic Art
Workplan for the next 2 years as wells as the possible locations for American
History Wall honoring Jim Nissen, Ernie Renzel and Norman Mineta.
Action: No action was taken on the workplan. A motion to accept Terminal
A as the location site for the American History Wall was made by
Commissioner Simpson and seconded by Commissioner Biesterveld. The
motion was approved. (6-0, 1 absent)

b. Discussion and possible action on the follow up to items/presentations made at the
Santa Clara BART Station Area Plan workshop ofApril 1.
Public Comment: Robert Williams spoke In favor of this Item. Mr. Williams
thinks this a wonderful opportunity for the "Silicon Valley" Airport. Noel
Tebo spoke against this item. Mr. Tebo feels this item has gOne "wildly
wrong" needs to be completely revisited. He is asking the Commission to
insist that this project be completely reworked. He also handed out a
''History of a "Botched" Airport Project". The Commissioners expressed
their 'concerns about the APM, whether It is the technology, design or route.
Action: A motion was made by Commissioner Sweeney for Personal Rapid
Transit (pRT) technology to be included as one of the alternative
technologies that are looked into, it was seconded by Commissioner
Biesterveld. The motion was approved. (6-0, 1 absent)

c. Discussion and possible action on identifying solutions to the City's General Fund
Budget Shortfall and the Transient Occupancy Tax. Sheila Tucker from the City
Manager's Office gave a brief update. This process is still in the information
gathering stage. The City Manager has asked that there be more analysis,
research and polling on the issues.
Action: No Action Taken, to be revisited in Jnne 2008.

d. Discussion and possible action on the proposed Memorandum of Understanding
(MOV) concerning business terms for the purchase and sale ofthe Airport West

,Property and for the development ofa Major League Soccer Stadium. Nanci
Klein from,the Office of Economic Development gave an overview regarding
this item. This item is schednled to go to council on Tuesday, May 20, 2008.
The Commissioners expressed their concerns and opinions about this item.
Pnblic Comment: Carl Honaker asked for clarification that none ofthe
property actually belonged to the Airport and that there are no FAA
restrictions, also he asked if this was still linked to the Edenvale Project.

June 2, 2008.
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Action: A motion was made by Commissioner Biesterveld to convey that the
commission is not in favor of the MOU. The motion was seconded by
Commissioner Simpson. The motion was approved. (6-0, 1 absent)

e. Discussion and possible action on the Award ofContract for Airport Food and
Beverage and Retail Concessions. Patrick McCue gave an informative
presentation on the Request for Proposal and Evaluation process for the
Bidders.
Public Comment: The following speakers spoke in favor of the
recommendation: Eduardo Uribe of Areas, Tom Muller of San Jose Rocks &
on bebalfof Paolos, John Conway of Brittania Arms, Dan Brunello ofLe
Boulanger, Pat Banducci ofHost, Louis Chiaramonte, Jr. of Chiaramontes
Italian Market, Peter Favre ofMojo Burger, Brian Mundy of Schurra's
Candies. Dennis King of the Hispanic Chamber of Commerce, Valerie Lewis
ofHickIebees and Joe Davis ofHudson. The following speakers spoke
against the recommendation: Javier Vega ofPacific Gateway Concessions
and Frank De La Cruz ofPacific Gateway Concessions.
Action: A motion was made by Commissioner Simpson and seconded by
Commissioner Biesterveld to accept staff's recommendation of award. The
motion was approved. (5-0-1, 1 absent) (Ayes - Tompkison-Graham,
Biesterveld,Simpson, Edwards, Sweeney. Abstention - Salah)

6. STANDING ITEMS - Under Orders of the Day, these items were moved to be
heard after the Consent Calendar.

a. Security
Security Item for March 2008 was included in the Commission Packet.

b. Airport Incidents
John Aitken reported one airport incident - a hose came off and created a
leak at the CNG fucility. The fucility was secured quickly aud traffic
rerouted. Operations were back to normal within 2 hours. Also Runway
30L Closure is schedule May 19th for 14 days. Airport Operations does not
anticipate any impacts.

c. Capital Projects
John Aitken gave the Capital Projects update for Dave Maas. Most were
roadway issues. There were traffic concerns on terminal drive due to
shutting down of old IilUes in order to install new pavement. By Tuesday the
road will be back to 3 lanes and the transition point will shift to Terminal C.
Ops anticipates slow traffic but not to the same extent. It will remain this
way for the next 30 days. From June to October a 7 phase roadway project
will begin at Terminal A. Prep work will commence in June, in early July
the entire roadway in front of the departure area ofTerminal A will be torn
up. The project will be at its worst in mid-July and early August, wrapping
up in late Augnst and early September. Lastly, tile north bridge, the over
crossing towards the north end of the North Concourse, will be opening
allowing traffic to get up and over the future Terminal B bypass road.

Juno 2, 2008
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d. Regional Aviation Issues
None

e. Commission Liaison Reports
Deferred to June Meeting

As indicated below, Airport Commissioners may give status reports oftheir activities and
meetings as assigned liaisons under Item 1 below but may not engage in discussions of
specific matters unless a specific topic is agendized under Item 2 below.

1. Liaison Reports on activities and meetings with community andprivate
organizations, public entities and officials, and other interestedparties
assigned.

2. Specific Reports and Topics for Discussion

7. ANNOUNCKMENTS
There were no announcements

8. PUBLIC COMMENT

(NOTE: Individuals wishing to address the Commission on items which are not listed
on the printed agenda will be heard after all matters on the printed agenda have been
considered. If a matter is not listed on the printed agenda, the Commission may listen
to the matter, and refer it to the Director or place it on a future agenda, but will not be
able to discuss or take any action on this matter. Persons wishing to address the
Commission are requested to fill out a "Citizen's Request to Speak." card, which are
available on the table by the entrance. The Commission Chair may limit your time to
speak.)

Penny Blake asked that the GA Safety Committee be discussed at the June
Commission Meeting.

9. ADJOURNMENT

Commissioner Tompkison Graham adjourned the meeting 8:38 p.m.

June 2, 2008
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EXECUTIVE SUMMARY

Expanding living wage, public oversight

and job training opportunities to the Norman

y. Mineta San Jose International Airport

(SjC) will produce numerous benefits to

workers, the airport and the City ofSan

Jose. A comprehensive policy for all airport

employees will improve SJC's competitiveness

among other major California airports,

strengthen security and overall airport

operations, and provide livable wages and

fairness to all staff.

Currently. San Jose lags

behind San Francisco,

Oakland and Los

Angeles airports whose

employees are already

covered by living wage

and job training policies.

Surveys conducted in

San Francisco following the implementation

of airport wage and training standards

found substantial benefits to employers and

overall airport operations. Results included

dramatic decreases in employee turnover

resulting in cost savings to employers.

tighter security, improved customer service

and strengthened airport operations. The

decline in employee turnover alone, which

was 80% among some occupations prior to

the living wage expansion, amounted to a

cost savings equal to 11% of employers' costs.

The combination ofhigher wages and job

training opportunities provided benefits to

both employers and employees, and in turn

strengthened business at the San Francisco

airport.

San Jose's airport

experiences many ofthe

same challenges that

were observed at SFO

before a comprehensive

\' job quality program

was implemented,

which include staggering high turnover

rates and an overall lack ofawareness of

basic security procedures. The deregnlation

of the airport industry in 1978 resulted in

airlines contracting out numerous services to
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low- cost subcontractors that paid workers

sub-standards wages and offered minimal

training or career development opportunities.

Despite San Francisco's effort to correct

these ineqUities, SJC largely operates with

contractors that paylowwages and have .

grossly high job turnover. A December 2007f

January 2008 survey

ofpassenger service

employees at SJC

found more than one

third of the below-

living-wage workers

have been employed

at SJC for less than

12 months and received no job training. Of

those employees who perform security related

duties, 80% were not trained on how to

evacuate a terminal and 64% never received

formal training on how to identify suspicious

behavior. The consequences ofpoor job

quality standards have subsequendylimited

SJC's effectiveness in maintaining security,

ensuring safety, and maximizing customer

service at the airport.

Although the City ofSan Jose has

taken steps to expand living wage to some

workers at the SJC, a comprehensive policy

establishing living wage and training

standards has not yet been implemented.

Thus far, living wage has been expanded on

a contract by contractbasis but the lack of

consistency has left more than 500 workers

uncovered atld earning sub-standard wages.

Results from the employee survey at SJC

found that, despite

the vital role they play

i\ in successful airport

operations, many workers

earn no more than the

state's minimum wage

($8{hr), do not have

access to employer

sponsored health insurance, and have few

incentives to stay in their jobs long term.

Consequently, one ofthe chiefeconomic

engines ofSilicon Valley relies on aworkforce

that cant afford local rents and is denied basic

benefits such as healthcare and time off.

POLICY RECOMMENDATIONS

To improve job standards at the airport, the

City ofSan Jose should expand living wage

to all workers and increase oversight and

accountability to employers that operate at

SJC. The deregulation of the airport industry
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has produced an environment that ifnot

carefully monitored can generate significant

lapses in security and customer service. The

San Jose airport can correct this trend by

implementing job quality standards that both

increase wages and allow the City ofSan Jose

to playa more active role in selecting airport

contractors to ensure maximum safety and

security at SJC. Specifically, the City of San

Jose should:

• Apply living wage to all workers at the

airport

• Increase oversight ofsub-contractors at

SJC

• Explore additional opportunities to

improve security and airport 'operations

Applying a comprehensive living wage

with public oversight to the San Jose airport

will augment SJC's competitiveness among

all other major bay area airports, improve

security and create a minimum wage level that

is needed for all employees.
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INTRODUCTiON

The gateway to Silicon Valley, Norman Y.

Mineta San Jose International Airport (SJC)

is essential to the economy ofthe San Jose

metro region. The Airport serves 10.3 million

passengers annually and generated $95.2

million in revenues in 2007. SJGis currently

the third-largest passenger airport in the

Bay Area and fifth-largest in California, and

, expansion plans are underway.' When the

current $1.5 billion terminal improvement

program is completed, the expanded San Jose

Airport is slated fully accommodate projected

commercial aviation demand through 2017.

Despite the' efforts to physically improve

the Airport, San Jose has not shown a similar

commitment to elevate conditions for those'

who provide Airport services. Although

their job functions are vital to successful

operations, too many SJC staff are struggling

to make ends meet. Although San Jose has

in place a living wage policy which applies to

some airport workers, its coverage is uneven

1 Gomez, Terr! A. Comprehensive 2007 Annual
Financial Report, Norman YMineta San Jose
International Airport, FY2007

and not consistent across contractors, with

the resultthat more than 500 passenger

service workers out of 6,000 total employees

are excluded from living wage coverage.

Furthermore, there is no job training program

in place at SJC that adequately prepares

all employees on how identify suspicious

behavior or how to respond in an emergency.

These risky conditions ofwork at San

Jose Airporthave developed in the context

of a national trend in the airline industry

towards cost-cutting and contracting out

without adequate oversight, leading to

major issues in areas ranging from security

to aircraft maintenance. Compared to

competing airports SFO and OAK, San Jose

is falling behind in its elfurts to address the

problems associated with lack of standards for

contracted work.

This report provides an overview of

industry trends and recent challenges that

have contributed to current conditions at SJc.

Analyzing a new survey ofAirport workers,

it focuses on the current working conditions

BUILDING A BETTER AIRPORT WORKING PARTNERSHIPS USA. PAGE 4



for over 500 employees at the San Jose airport.

Finally, it describes the improvements that

could be made through a comprehensive,

consistently applied living wage policy

tailored to the needs of the Airport, and offers

recommendations on how to implement a San

Jose Airport Living Wage.
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CONTEXT: SAFETY, SECURITY AND SERVICE
IN THE U.S. AIRLINE INDUSTRY

The present-day shape of the U.S. airline

industry is a relatively recent phenomenon.

Prior to 1978, U.S. airlines were subject to

regulation by the federal government in the

public interest, similar to electric utilities or

telephone companies.

The Airline Deregulation Act of 1978

eliminated the Civil Aeronautics Board,

the agency which since 1936 had overseen

and regulated the commercial airlines. It

phased out regulation offares and routes, and

transferred responsibility for safety standards

to the Department ofTransportation and the

Federal Aviation Administration (FAA).

The new system has brought considerable

benefits to passengers in the form oflower

fares; with inflation subtracted, the median

round-trip fare fell by nearly forty percent

between 1980 and 2005.' Airlines developed

their current practice of routing most flights

through certain "hub" cities in order to

increase passenger volume per flight.

2 u.s.Government Accountability Office. Airline Deregulation: .
Reregulatlng the Airline Industry Would Likely Reverse Consumer
Bentfits and Not SaveAirline Perfslons.. Report to Congressional
Committees. June 2006. GAO-06-630.

At the same time, deregulation fostered a

race-to-the bottom atmosphere which has

led to periodic waves offinancial crisis in the

industry. Airlines experienced major losses

and bankruptcies throughout much of the

1980s and early 1990s. From 1978 through

2005, 162 lrlrlines filed for bankruptcy.'

THE SHIFT TO lOWBID

CONTRACTING

As the airline industry restructured itself

following deregulation, airlines attempted to

. cut costs by contracting out services they had

previously performed in-house, including

skycap and porter services, baggage handling,

. security screening, passenger assistance,

and cabin cleaning. Repeated fiscal crises

combined with lax regulation and a "race

to the bottom" mentality transformed these

functions into low-wage, high-turnover, and

poorly-trained jobs.

A UC Berkeley industry analysis found

3 US. Government Accotmtab~ Office.Commercial Aviation;
Bankruptcy and Pension Problems are Symptoms ofUnde.riying
Structurall$$u~, Report to Congressional Committees, Sept.
2005. GA0..{)5-94S.
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that, in the two decades after deregulation,

pay growth in air transportation lagged

behind pay in other transportation sectors.

For the 1990s, pay growth even fell behind the

notoriously low-wage retail sector. The UC

Berkeley researchers concluded that "intense

competition, consolidation, and cost cutting

generated sector-Wide downward pressure on

wages~4

Outsourcing can lead to more efficient

operations if it is carried out with clear

goals and processes to maintain quality

of service while improving productivity.

However, when minimum standards and

adequate oversight are not present or are not

enforced, contracting out often encourages

subcontractors to underbid their costs and

then cut comers, resulting in a lower quality

ofwork. When carried into the Context ofan

airport, this type oflow-bid contracting not

only impacts passengers' comfort and quality

ofservice, but may pose risks to security and

safety.

The case ofairport security screening

provides a clear warning of the problems

that can develop from the practice oflow-

4 MichaeLRek:h. Peter Hall and Ken Jacobs,. "Living Wages and
EconOJ1,lic Performance; the San Francisco Airport Moder'
Institute 6flndustrlal Relations, UC Berkeley, March 2003.
http://www.irle.berkeley.eduiresearcbllivingwagelsfo..-mar03.pdf

bid subcontracting. Until the advent of the

Transportation Security Administration

(TSA), baggage and security screening was

the responsibility of the airlines, which

usually auctioned this function too off to

the lowest bidder. To compete for and win

these contracts, private security companies

paid poverty-level wages, offered few ifany

benefits, and often cut corners on training. In

2001, airport screeners nationally earned an

average of $6 per.hour. Thrnover for airport

screeners was above 125%, meaning that the

average screener had been on the jobs for just

four and a halfmonths:

Airports and the FAA had expressed

concerns around the low quality ofscreening

services, but nothing was done. A UC

Berkeley study found that "The regulatory

relationship was effectively broken when

airlines began sub-contracting security

services~5 In the wake of the September 11'"

tragedy, the problems With subcontracted

security services received national attention,

resulting in the 2002 federalization ofsecurity

screening through the TSA.

5 Michael Reich.. Peter Hall and Ken Jacobs, "Living Wages and
Airport Secutiti-' J.nstitute for l.abor and Employment,. UC
Berkeley. Sept ZO. 2.001, http~/www,ide.berkeley.edu1reseatchi
lMngwagelair_sep01.pdf
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DECLINES IN QUALITY OF SERVICE

FOR AIRLINE PASSENGERS

As airlines have focused on cutting

costs through contracting out and other

changes to operations, quality ofservice has

noticeably declined, with problems ranging

from overbooked /lights to mistreatment of

passengers, or even (as in the well-publicized

incidents during the winters of2006 and

2007) being forced to remain in a grounded

aircraft for 8hours or more with inadequate

food, water or toilet fucilities.

The Airline Quality Rating, an objective

• In February 2008, 6.39 out of every

1,000 passengers on domestic flights

filed a mishandled baggage complaiut

with the Department ofTransportation,

up from 4.39 per 1,000 in October

1998.7

• In addition, February 2008 alone

saw 128 complaints filed regarding

customer service (not including

baggage, flight delays, or related issues)

and 35 complaints regarding treatment

of people with disabilities.'

• These do not include the far more

measure developed in 1991 at the University common complaints made directly to

ofNebraska to rate the performance of the airlines.

airlines on multiple quality-of-service criteria, One area ofparticular concern is service

shows that service quality has been declining . for people with disabilities. It is the airlines'

in recent years. In 2007, the industry as a responsibility to provide wheelchairs or

whole scored the worst Airline Quality Rating other assistance to disabled passengers

ever recorded since rating began.- upon request However, wheelchair service

A snapshot ofcomplaints filed with the is another area which most airlines haVe

federal Department ofTransportation further contracted out at the lowest cost possible.

illustrates problems with customer service This frequently leads to difficulty for disabled

and operations: passengers in obtaining the assistance they

need to board, disembark or reach their

6 Brent P. :Bowen and Dean E. Headley, 2008 Air Quality Rating.
Aprl12008. http://aqr.aero/

7 AirTrQ:vel Consumer Report, Office of Aviation Enforcement and
Proceedfngs. U.s. Dept. ofTransportation.·http://airconswner.
ostdot.g:ovlreportsfinde<.htm.

8 Ibid.
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gate, as reported last month in a USA Today

investigation. In the past three years. they

found, more than 34,000 disabled fliers

have filed complaints with federal agencies;

over half those complaints were related to

wheelchair assistance!

If the assistant they requested does not

arrive, disabled passengers may be stuck,

unable to reach their connecting gate or even

to get off the plane. USA Today describes

an incident last Christmas when lack of

coordination and inadequate coverage by

wheelchair attendants left a wheelchair-

bound, 70-year-old woman stranded at

Chicago O'Hare airport for 24 hours.

Personal safety is also an issue. The

contract workers often receive no training

on wheelchair operation or proper methods

for transferring disabled customers from seat

to chair. The result can be incidents like that

which occurred at LAX, when, according

to passenger service worker Tim Maddox, a

wheelchair passenger being transferred offof

a bus ~got dropped and was hurt pretty badlY.'

"The attendant felt terrible," said Maddox,

''but he had no training on how to do this

9 Barbara De lollis."'AirlInes ta£1de wheelchair neetr' USA Today.
MaIthZ007.

correctly.'IO

POTENTIAL THREATS TO SAFETY

AND SECURITY

Beyond customer service, outsourcing .

without adequate standards·or controls may

also pose a threat to airport security and

aircraft safety. Among staffworking at the

airport, problems may arise when contracted

employees are assigned to security-related

duties such as checking IDs or searching

planes without being given any training on

what to look for.

In another sphere, the industry's large-

scale shift to outsourced maintenance work

has contributed to foregone maintenance and

improperly done work, sometimes with tragic

consequences:

• In the ValuJet crash of 1996, whIch

killed all 110 people on board, the

source of the fire that caused the crash

was determined to be mishandled

oxygen generators that were packed by

a subcontractor ofValuJet's contractor

10 Carolina Briones and Alba Nguyen, Undtr the Rtuiar. los
Angeles Alliance fot aNew Economy. July 2007.
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Sabretech. An investigation found that

two-thirds of the subcontracted workers

were unllcensed.ll

• The Air France Concorde crash in

2000 occurred during takeoffwhen the

accelerating plane ran over a plane part

on the runway that had been lost by

another aircraft. The plane that lost the

part belonged to Continental, and the

part has been replaced by an overseas

contractor in Tel Aviv. 113 people were

killed in the crash.L'

• A commuter plane operated by US

Airways Express crashed in 2003,

killing two crew and 19 passengers. The

primary cause was incorrect rigging

of the craft's elevator control system.

Maintenance of the craft had been

contracted out to Raytheon Aerospace,

which in turn subcontracted the work

to another company."

In MarCh 2007, Consumer Reports magazine

issued a special report on outsourcing of

aircraft maintenance, entitled'~ accident

11 Matthew L. Waldo "SafetyBoard Faults Airline and F.A,A. in
Valujet Crash." New Yorknmtt. Aug. 20, 1997.; and "Fiveyears
after ValuJet cusb, Sabreteth settles., CNN,amt, May 22. 2001.

12 <tAn accident waiting to happe[l~ OutsoUi'dng raises aiNafety
concerns:" Consumer ){epDTts, Mar<::h 2007.

13 Jerry Sl.ebenmark, "NTSB issues final report on Air Midwest
cras:h.'" Wichita Business Journal. Feb. 26. 2004.

waiting to happen?" Noting that, as of2005,

major air carriers were outsourcing more than

half their maintenance, often to contractors

whose staffwere not licensed mechanics nor

screened for security, the Consumers Union

called for "the [certification] standards [to] be

made uniform, to equally apply whether the

work is performed by an airline or an outside

company.'14

The issues ofoutsourcing and cost

cutting in maintenance have come to a

head in the past two months, as the FAA

has directed airlines to ground hundreds of

planes upon discovering gaps in inspections

or maintenance. With at least 64% of

maintenance work now being performed

.by outside contractors - many of them not

certificated by the FAA - concerns about.

safety are growing".

Among the recent groundings and related

problems:

• On MarCh 6"', The FAA hit Southwest

Airlines with a proposed fine of $10.2

million - the largest in history - for

deliberated avoiding maintenance and

14 "An acddentwailing to happf'n? Outsourcing raises air-safety
concerns." Consumer Reports. MatCh 2007.

15 Joe Sharkey. "Airplane Maintenance: Miybe Not a Place to
Skimp;> New York Times. April. 1, 2008.
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flying a total of 145,000 passengers On

uninspected aircraft. Selected checks

found six Southwest aircraft with

cracks in the fuselage, prompting the

FAA to begin a broader audit ofairline

maintenance.

• On March 22nd, passengers flying at

27,000 feet on US Airways Flight 1250

watched as a piece of the wing was

tom off, hit the fuselage, and cracked

a window. US Airways then inspected

its planes ofsimilar design and found

seven with wing problems.

• On March 20", seVen United Airlines

planes were grounded after the

FAA found that a subcontractor

had improperly checked the cockpit

altimeters.

• Beginning April 8th, the PAA directed

American Airlines to ground nearly

300 planes for inspections. American

cancelled over 3,000- flights.

• The same week, Delta grounded 1.17

planes for inspection. Alaska and other

carriers also grounded planes."

16 Ibid; and Melanie 'frottman. Et 31, ...·In FAA Craclc.down,
American EJtpects More Cancellations:' WaU Street Journal,
Aprllio. 2008:: and Michael L. Wald and Micheline Maynard,
"Behind Air Chaos. An FAA Pendulwn Swing': New York TImesl
April 13. 2008.
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SAN JOSE INTERNATIONAL AIRPORT:
CRITICAL ROLES, EMERGING CHALLENGES

Norman Y. Mineta San Jose International

Airport is a keystone ofSilicon Valley's

economy. Six thousand workers are employed

at San Jose International Airport. If the

Airport were a single private employer, it

would rank as the 3'd largest in the city, with

more workers than any company except Cisco

and IBM.

Its indirect impacts on the region's

economy are larger stUl. In addition to

providing services for local travelers, the

Airport anchors the region's hospitality

industry, helping to attract conferences and

business travelers who stay in hotels, rent

space for events, eat at local restaurants and

shop in local stores. The City ofSan Jose

estimates that the airport and the passengers it

brings support some 70,000 jobs in the region

and bring in $4 billion per year in revenues

for businesses in the local area. l7

17 "AirportFacts and Figures~ Norman y, Minda San Jose
International Airport. http1/www.sjc,orglDewsroo:m/
AlrportStats.pdf

COMPETITIVE CHALLENGES:

KEEPING UP WITH SFO AND OAK

San Jose is ofone ofthree major airports

serving the immediate Bay Area, alongwith

San Francisco International Airport (SFO)

on the Peninsula and Oakland International

Airport (OAK) in the East Bay. With all three

airports within an hour's drive ofone another,

San Jose faces heavy competition for airlines,

routes and passengers.

San Jose Airport holds several advantages

. in this competition, especially for business

travelers. It is located in the heart of Silicon

Valley, near the headquarters ofmany major

high-tech companies. San Jose's clear and

mild weather make it nearly ideal for airport

operations. With 83% offlights departing

on time as ofFebruary 2007, SJChas one of

the highest on-time departure rates in the

country, well above the on-time rates ofOAK

(79%) or foggySFO (74%). SJC is also situated

with easy access to three of the Bay Area's

major highways.
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But despite these natural and geographic

advantages, ofthe region's three major

airports, San Jose has the smallest market

share. In the past twelve months, SJC

served 10.3 million scheduled passengers,

compared to 14.0 million served by Oakland

International and 26.1 million at SFO.

While these two competing airports have

both increased their passengers served by

more than 19% since 2002, SJC has lagged

behind with growth ofjust 2.8%. San Jose

International Airport is losing market share

(see Figure 1).

1be major renovations currently under

way should help SJC to recapture some of this

lost business. However, in order to attract

passengers, it is essential that San Jose Airport

provide top quality service with well-trained

staff

In a before-and-after study evaluating

the effects of the liVing wage policies and

associated training standards enacted at San

Francisco Airport, UC Berkeley researchers

found that employers reported an increase

in customer service, as well as improvements

in overall work performance and employee

morale, 1be researches concluded that these

findings "suggest[ed] that improvements in

worker performance were widespread across

the airport~"

San Francisco and Oakland Airports both

enjoy comprehensive Living Wage policies

that apply to virtually all workers, including

contractors. San Jose does not.

18 Michael Reich. Peter Hall and Ken Jacobs, "Living Wages and
Economic Petfonnance: the San Francisco Airport Model:'
Institute ofIndustrial Relations, UC Berkeley. March 2003.
http://www.irleherkdey.eduJreseatthJlivingwage/sfojnar03.pdf

Bay
Passengers

Departing Passenger Living Wageserved (millions),
Area

Jan. 2007 to Jan.
flights, Jan. 2007 growth since applied airport-

Airports
2008

.to Jan. 2008 2002 wide

SJC 10,325 64,131 +2.8% No

SFO 26,086 141,928 +19.4% Yes

OAK 14,038 88,608 +19.3% Yes

Source: u.s. Dept ofTransportation. Bureau ofTransportation Statistics
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ROLES OF CONTRACTED

PASSENGER SERVICE WORKERS

AT SAN JOSE AIRPORT

Passenger service workers are the fice

of San Jose Airport. They are the skycap

who first greet a passenger and takes his/

her bags at the curb. and the shuttle driver

who brings hislber back to her car. They are

also the wheelchair assistants that provide

support to passengers with disabilities. the

baggage handlers who are responsible for

getting luggage safely to the right place, and

the janitors who must work quickly to ensure

a clean cabin before the next flight begins

boarding.

Currently. San Jose Airport is served by

approximately 500 passenger service workers

who are employed by contractors hired by the

airlines. and whose duties may impact safety

or security: Of the employees who are also

engaged in security-related activities. many

provide critical services including searching

airplane cabins for dangerous items. guarding

planes, staffing security checkpoints and

providing support for the baggage screening

process.

These 500 workers fall into two broad

categories, with several job classifications in

each category:

1. Contracted service workers who ate

directly involved in passenger and ficility

security.

Job classifications and functions

include:

• Janitors

• Passenger check-in

• Wheelchair Assistants

• Baggage check-in and handlers

• Skycaps

• Guards (door, line control. etc.)

• Bus drivers or other operating vehicles

2: Workers who are directly engaged in

activities impacting safety within the Airport

Operations Area (AOA). and who require an

airport badge with AOA access.

Job classifications and functions include:

• Ground handling (cabin cleaning.

lavatory service, fueling, baggage

handling, operating ground servicing

equipments, etc.)

• Cargo facility (cargo handling,

warehousing, etc.)
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• Security (airport premises, warehouses,

aircrafts)

The major contractors used by the airlines

are Aviation Safeguards and G2 Secure Staff.

;.' ,

.; £·~M~~9~~·8!~~~'9~~·¥y¥~l,§T,99Y~~~;};::····" .... ;.
.- .. '.... ' .<.. :.:- .~.. ,. <', ,'" ..... ~.:.~ ,.;" "::.'
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CURRENT WORKING CONDITIONS
AT SAN JOSE AIRPORT

Hundreds ofworkers at SfC playa vital role

in airport operations, yet earn low wages with

no prospect for improvement. Results from

a December 2007/fanuary 2008 survey of48

passenger service workers found most SfC

workers not covered by the city's Living Wage

Pollcy are paid no more than the California

minimum wage - $8 per hour in 2008. With

fewer than 40 hours ofwork available per

week, surveyed workers earned an average

amiual salary ofless than $16,640. This salary

is far below what's needed to achieve self

sufficiency in San fose: the average cost of rent

for a one bedroom apartment would alone

consume 80% of an employee's income.

In addition to low wages, not one of the

workers surveyed had access to employer-paid

healthcare. For low-wage workers struggling

to afford basic necessities in one of the most

expensive regions in the country, the cost of

health insurance for themselves and their

families is nearly unattainable. Furthermore,

96% of the survey respondents received no

sick days, vacation, holidays, or even unpaid

time off.

The negative effects oflow wages, lack of

employer-based health insurance, and no time

offproduce instability in job tenure between

liVing wage and minimum wage workers.

Among the few workers in the survey

cUrrently paid a living wage, 50% have worked

at t4e airport for more than 3 years; compared

to 6% ofsecurity workers, 4% ofwheelchair

attendants, and 0% ofbaggage handlers: all

job classes not covered by living wage (see

Figure 2). Overall, 38% ofthe below-living

wage workers surveyed have been employed

at SfC for less than 12 months. Respondents

indicated that lower wages significantly

contributed to the minimal length of job

tenure.

Applying a living wage ordinance to the

airport could deal with the current working

conditions at SfC, but thus far living wage

has ouly been expanded on a contract by

contract basis. Currently, the city's Living

Wage Policy only covers workers who are

employed directly by the city Or through
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FIG 2 Job Tenure, Living Wage
Workers
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Source: 2007/2008 SJG Worker Survey

a city contract. Conseqnently, at least 500

employees contracted or sub-contracted by

the airlines are not provided with this vital

protection. Uncovered workers earn wages far

below their living wage counterparts, do not

have access to health insurance, and lack basic

job training.

LACK OF TRAINING

In addition to experiencing poor job

quality, many employees at SfC have not

been provided with adequate training,

decreasing their effectiveness in airport

operations. A particular concern is the lack

of training regarding security-related tasks

and procedures. Approximately 60% of the

workers surveyed at SfC reported having

security-related duties including conducting

airplane searches for suspicious items, staffing

access to secure areas of the airport and the

airplanes, and crowd control. Of the workers

who perform security-related roles, survey

results indicated:

• 80% were not trained on how to

evacuate the terminal

• 64% did not receive formal trainings on

identifying suspicious behavior
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• 48% were not trained on procedures in

case of emergency

FIG 3 lock of Formal Training For Passenger Service
Workers With Securily Duties at SJC

,...-=.--,--..,.----,-----,--,--------,

Procedures In Case Of
Emergency

EvacuatingThe
Terminal

Identifying Suspicions
Behavior

80%

0% 20% 40% 60% 80% 100%
Percentage ofSurveyed Workers Not Receiving T~ining

Source: 2007/2008 SJC Worker Survey

This lack of training generates lower worker

productivity and limited effectiveness in

maintaining airport-wide security standards.

Other major airports have recognized the

importance oftraining employees at all levels

in an effort to maintain airport security. Both

Miami International Airport and Boston's

Logan International Airport have adopted

a security training program for all airport

stalE"

19 "Miami Airport"frain, All Employees to Look fur
Suspicious Behavior"" The Miami Herald. September 8.
2006, Business and Financial News Section.
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SAN JOSE'S HIGH COST OF LIVING

The challenges low wage workers

experience at the airport is compounded by

the high cost ofliving in San Jose. In the

past year, prices for basic necessities used by

working families including housing, gas and

child care have continued to balloon upward.

Average rents in Silicon Valley are tied with

Los Angeles as the highest in the state (see

Figure 4), and gas prices have shot up 70%

over last year. The average cost ofchildcare for

one preschooler in the Santa Clara County is

$10,597 per year, a 45 percent increase since

2001.

. Evidence increasingly suggests that Silicon

Valley is moving in a disturbing direction

typified by inadequate household incomes,

increasing inequallty, and heightened

economic insecurity for the middle class.

When these circumstances are combined with

the highest rents in the state, stagnant wages

and escalating prices for food and gas, it is

becoming increasingly difficult for lower and

middle income families to make ends meet

The current economic conditions for

many San Jose airport workers illustrate the

impossible balance that thousands ofSan

Jose families confront between securing basic

necessities and paying bills without increasing

debt.

'<~IG4SclntaClaro County: C<)stto RE;!rit .
Fair Market Rent Hourly Wage

Needed to Afford

Studio Unit $928 $17.85

One-Bedroom Unit $1,076 $20.69

Two-Bedroom Unit $1,293 $24.87

Three-Bedroom Unit $1,859 $35.75

Source: National Low Income Housing Coalition, Out ofReach 2007-2008. April 7, 2008,
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ECONOMIC AND COMMUNITY IMPACTS OF
.SUBSTANDARD WAGES

The failure to apply living wage to all

workers at the airport not only has impacts

on workers but the overall community. At

$8.00Ihour, minimum wage is barely enough

to cover rent (currently at $15,516 for a

two-bedroom apartment), never mind food,

electricity, transportation, healthcare or

childcare.

To support their families and stay off the

streetS, low-wage workers thus must tum to

public assistance programs. In Santa Clara

County, a minimum wage worker with

one child is eligible for food stamps and

CalWORKs (welfare), as well as low-cost

children's health coverage and free school

lunch - even though he or she has a full-time

Job.

In total, the worker in question qualifies for

public assistance worth $10,675 annually, not

induding housing assistance. Paid for with

taxpayer money, this assistance amounts to a

hidden subsidy for businesses that do not pay

a livable wage. Responsible businesses that do

pay enough for workers to live on are placed

at a competitive disadvantage.

Moreover, when full·time workers are

fotced to turn to public assistance, an

enormous strain is placed on city, county

and state budgets and on the entire social

safety net. Emergency rooms, Valley Medical

Center, and community health dinics are all

hard pressed to maintain adequate health

care services in the face ofgrowing numbers

ofunillsured residents. The Second Harvest

Food Bank has seen demand soar in the past

year; even with more volunteers and food

donations coming in, as much as halfof the

food need goes unmet.

Finally, paying wages that are inadequate

to afford housing has major impacts

not Just on workers and families, but

also on neighborhoods and the regional

transportation infrastructure. Low-wage

workers usually must choose between living

in overcrowded, substandard housing,

which negatively impacts neighborhoods, or

else moving out to a lower-cost region and

commuting four hours or more every day,

adding to traffic qmgestion and pollution

and robbing them oftime to spend with their

families.
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APPLYING LIVING WAGE AND PUBLIC OVERSIGHT TO
SJC: A POLICY WITH MULTIPLE BENEFITS

IMPROVING JOB QUALITY

Implementing a comprehensive living

wage ordinance at SIC would establish a

consistent wage standard for all emplore~s

and strengthen airport operations. This

ordinance would generate wage increases for

non-living wage employees by an average of

. 50%, from $8/hr to $12.66/ hr (see Figure 5).

For the first time, workers would also have

the opportunity to access job-based health

care coverage, thereby decreasing the number

ofuninsured in oui: community, impruving

productivity, and increasing job tenure. In

an October 2007 Gallup Poll ofbusiness

owners nationwide, over 80% responded

that providing adequate health insurance

to workers would help employers attract

more qualified employees and would reduce

employee turnover. Two-thirds ofemployers

also believed that health coverage would boost

employee productivity.

Furthermore, establishing job training

requirements for all employees at SJC will

ensure that all staff receive basic education

on how to prepare for an emergency or

security breach, and can learn new strategies

to augment employee performance and .

customer service.

IMPROVING OVERSIGHT

AND ACCOUNTABILITY FOR

CONTRACTORS AT SJC

In addition to job quality standards. the

City ofSan Jose should also playa more

Current (min. wage)

Living wage (with healthcare)

Living wage (without
healthcare)

··.~IGS SdnJoseAirport Wotk~r~;···'\ •• ···.·.··.•···· \.
Hourly Monthly"

$8.00 $1,386.67

$12.66 $2,194.40

$13.91 $2,411.07

* Assuming a 40~hour work week.

Annually"

$16,640

$26,332.80

$28,932.80
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active role in the selection ofcontractors

at the airport. Increased public oversight

and accountability for all employers at

SJC will ensure that contractors provide a

minimum wage rate and meet basic security

requirements. Establishing these benchmarks

will improve customer service, enhance

productivity throughout the airport.

MAINTAINING COMPETITIVE

STANDARDS AT SAN JOSE

INTERNATIONAL

California airports are leading the country

to find innovative solutions that enhance

competitiveness by raising job standards for

airport workers. Applying living wage job

training requirements and public oversight

to all staffat SJC would end unacceptable

discrepancies between SJC and the Bay Area's

two other international airports as well as

Los Angeles hlternational, California's largest

airline gateway.

Both Oakiand and San Francisco have

already passed measures that expand living

wage to all airport workers. Contractors

at Oakland International have been bound

by the city's Living Wage Ordinance since

2002 when voters amended the city's charter.

San Francisco International (SFO), the Bay

· Area's largest airport, goes beyond living

wage. Its Quality Standards Program (QSP),

implemented in 2000, is a certification

program affecting employees who work in

security areas (such as San Jose's passenger

service workers) and those with security

functions (most San Jose workers such

as janitors and aircraft cleaners also have

security functions). Under QSP' contractors

· must prove they meet defined standards for

hiring, training and compensation that are

higher than those called for under the city's

Living Wage Ordinance.

Los Angeles International has operated

under that city's Living Wage Ordinance

for more than. 10 years. LAX's operator, Los

Angeles WorldAirports, is preparing to

inlplement a new policy for oversight Under

which contractors will be evaluated against

specified criteria, including a commitment

· to compensate workers above the standard of

the city's Living Wage Ordinance as well as

benchmarks for staffing, training, equipment

maintenance and service quality.

Applying job quality standards at SJC

in line with practices at San Francisco,

Oakland and LAX would also augment the
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airport's competitive position. A survey of

San Francisco airport workers following

the implementation ofthe QSP program

found that the higher standards improved

operations. Survey results reported a

dramatic decrease in employee turnover, an

increase in employee performance, tighter

security and improved customer service at

.the airport. Survey data from San Francisco

also suggested that implementation of

liVing wage at SFO didn't negatively impact

airport activity, but in fact generated some

cost savings to employers. The decline in

employee turnover alone, which was 80%

among some occupations, amounted to a

cost savings equal to 11% of employers' costs.

The combination ofhigher wages and job

training opportunities provided benefits to

both employers and employees, and in turn

strengthened business at the San Francisco

airport'·

20 Michael Reich. Peter Hall and Ken Jacobs. '1.ivingWages and
Economic Performance: the San Francisco Airport Model"
Institute ofIndustrial RelationS, UC Berkeley. March2003.
htlp:llwww.irle.berkeley.edulresearch1livingwagelsfo_mat03.pdf
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·POLICY RECOMMENDATIONS

The deregulation of the airport industry has

produced an environment that ifnot carefully

monitored can generate significant lapses in

security and customer service. To counteract

this trend, San Jose International Ail'port

should implement quality standards that

ensure adequate compensation, City oversight

of contractors, to ensure maximum safety and

security at SJC.

1. The City ofSan Jose should

establish a comprehensive living wage

policy to all workers at the airport.

The failure to supply adequate wages for

many contracted employees has resulted in

excessively high turnover rates at SJC and

has impacted airport efficiency. Currently,

at least 500 employees at SJC are earning

inadequate wages and do not have access

to employer-based health coverage or paid

time off. The sub-standard wages provided

to SJC workers not only decrease employee

productivity, but also adversely impact the

San Jose community at large.

In an effort to retain valuable and skilled

employees committed to public safety at the

airport, the City ofSan Jose should apply a

comprehensive living wage policy to ensure

that all workers are guaranteed a livable salsry.

2. The City of San Jose should

increase oversight ofsub-contractors

at the San Jose airport.

Although the CityofSan Jose owns the

Airport and sets the terms of the airlines'

operations, the airlines contract out many of

their responsibilities. and the City of San Jose

does not currently exercise sufficient oversight

over these subcontractors. Fundamental

standards ofsafety, security and service are

threatened by excessively high turnover

in many vital occupations and inadequate

training for employeeswho are engaged in

security related duties.

To strengthen airport operations and

security at SJc, the City should playa larger

role in ensuring that employers at the airport

are selected to not only ensure efficiency but
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CONCLUSION

With a $1.5 billion terminal improvement

program underway, San Jose is in a unique

position to improve job quality standards at

the airport. Research has shown that living

wage and training standards for airport

workers improve service quality and airport

security. The City ofSan Jose shoUld act

immediately to create a comprehensive

employmentpolicy that incorporates living

wage and additional oversight for airport

employers in an effort to stem job tUrnover,

strengthen security, boost productivity and

overall operations at Norman Mineta San Jose

International Airport.
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Staff

Phaedra ElIlis-Lamkins

Executive Officer

phaedra@atwork.org

C. J. Wilson

Organizing Director

cjwilson@atwork.org

Cannelita Gutierrez

Administrative Assistant

lita@atwork.org



WHAT IS THE LABOR COUNCIL?

The South BayAFL-CIO Labor Council is currentlycelebrating over a. half-centul'Y as a. chartered

organization.The Labor Council repxesents ove'ta hundred. unions in Santa Clara and San Benito counties

and owruo,ooo union members.

The Laoor Council is involved in many programs that are directlyintended to improve-the lives ofworldng

families in the BayArea,

HOT ISSUES: SUPl?Ort Striking Janitors! Key Election Information

LABOR COUNCIL NEWS

Janitors Strike Nears End Of First Week

Stnldngjo:nit~r$ with SEIU Local 1877 have been outofwork most ofthis week, andneedyour support.

,4~gnmm:I<.1!h{~mJ}!i~·:· ..i·9.\g?;'!.l.1!-~~lp ..

The strike1s getting a lot ofattention from the media, which is: good news forthe strikers. ABC 7 ~!W..{'..J.i·!,I.\)~

wW.t!l.lli\})i!d~~).:I:~:.i)t'~l:~hY, and the M'.:n1!,\.i:.N:-?-)~l'..!~.{~9~:'; .I:!l!,g JU:£<ml~.rh:.

Be sure to continue to checkour calendar (by choosing it in the boxat right); for upcommg actions..

ii'.~~:~.;~:~:.:~';~~~~.:~.;~~ u~~:~:~~··"·,·~·_~~-' .,_." .. ,·~.· .~_.u",.~_,,~ ~,."., ._~_. I

I!, The Svuth, BayLabor Council Rapid Response program isyour opportunity-to get involvedIwith evetY aspect oflabQt activism ~ rallies; advocacy, working nn 'cimpaigns~dmore! 1
i lY~;;;:r~""""" Si~ri·lirif.Jt 11 " ,~<;AA.,~_ ~...._.,.'"~,~." ~~.~_ ..__~'~_."4_ ..~_'.,"~~_~u._ ... ""'_"'_.'_"'~"~"" __""'_'_""'" .."""""'U'~"_"

Coundlmembers, Community Come Tog~ther for Airport Workers, Security

RESOURceS

Calendar

May3~2008

9:00am
GOTV: Preei'nctWa!k

2102 AlMADEM RD. SAN JOSE
Related: GOry FlIter.Ddf (98 kb)

9:0Qam
roTV: PrecinctWalk

2.102 AlMA/:lEN RO. SAN JOSE
Related: GOTV Flyer,l?df (98 Itb)

5:30pm
GOTV: Phone Banking

21(l2 AUMDEN RD, SAN JOSE
Related: GOTV flyer.Pdf (98 !<b)

u:o.oarn
GOTV': Door Hangers

2102 A\.1MDEN RD, SAN JOSE
~~""~ .•.II'(.;l".)~1!'l!""*"J!, ,~:X.M.~~'(

san Jose's mlJ"limum--wage aitport wor'kers are a step closer to wages they tan actually live on ~ and passengers are l1 step closer ':0 improvedservice and

security - after the City Council Ru\es Committee advanced the issue in their meeting WednesdaY.-

After hearing from workers, who won representation by SEIU last year. communitysupporters, the South BayLabor Council andWorking Partnerships

USAj the eommitteevoted unanimously to 'send a proposal extending SanJose's Living Wage polk:y to all airport workers directlyto the Transportation

und Environment Committee,which meets June 2.

The campaign to Builda BetterAirport. which launched last month.. aims to improve securityatSanJ ClSe1nternational by increasing trainingstandards

and reducing staff turnover - in partby assuring that all employees receive a living wage. Speakel'S at the Rules meeting reinforced the w:gent need fOT
such action,

Those who wish to attend the June 2 meeting are eneouraged to doso. The meeting-will be at 1:30 p.m. in room WaS. More information about the

campaign is available at ~\V'\·.J)!.\.U~)j_IJ.'1':!\):~1_\:~'Li,liEi!r!11,~.~t!!,.

SJ Catholic Diocese Supports Janitors, Strike Vote Approved

The Human Concerns Commission of the Roman Catholic Diocese of8anJose bas endrlrsed the Justice for Janitors campaignjustdays before 6,000 Bay

Areajanitors ~ 20,000 statewide - voted Saturday to atnhorlzea strike ifneeessaTY.TheeommissionbaS called on local parishes to open up service

programs to them in their time of need and to consider attending public eVents,
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BRING YOUR MElEmiG TO SAN JOSE .

SELECT MEIETiNG TYPIE VENUES & FACIUTIIES CONVENTION HOTELS SERVICES TOOLS & RESOURCES SUBMIT AN RFP

ABOUT US
" SAN JOSE cva
" TEAM SAN JOSIE
-CONTACT US

,
j.. A:-; J (.\ S e
C0~·r\ti;N·I'!ON

,··l1trL'ri)ll,\,1.
IACI!..' i; E!>

~M'mfJki,

About Team San Jose

Mission . '
Our mission is to ensUre that San Jose's Convention Center and Cultural Facilities are
effectively managed to reduce cOsts, linprove the localeconomy, and add value for our
eustomel'$, residents, workers, and businesses within the city of San Jose.

Who We Are
Team San Jose, Inc•• a public benefit corporation, was folTIled in December 2003 in
response to the City of san Jose's Request for Proposals (RFP) for the management and
operations oUM,San Jose McEnery Convention Center and other cultural facimles in
downtown San Jose. The facilities included in the five year contract are the San Jose
McEnery Convention Center, the CiVic Auditorium, Parkslde Hall, South Hall, the Center
for Performing Arts. California Theatre and the Montgomery Theatre.

Innovative Pub1ic~rIvate Model
This integration ofkey community stakeholders created apublic..private partnership
model that is both progressive and Innovative. Agreements with affiliated labor groups
allows Team San Jose to develop flexible work scheduling policles that better meets
customer needs, while still maln1ainfng civ" service employee's jobs. Right from the start,
organized labor becomesacqualnted wlth the cUenfs distinct proijrammlng needs. Having
the arts community ptay a role within Team San Jose's govemance'has stimUlated
Innovative Ideas and sOlutions for the maintenance and renovation of our cultural fatinties
and theatres. Involving local hoteilers in the booking process provides an opportunity to
conaborate and create mutually beneficial b1ds. This integrated, cooperative environment
has allowed San Jose to offer a fleXible and tailored meeting and event environmenl

How It Works
Team San Jose streamlines Customer Service from sales through execution by providing
a single polnt of contact for new and returning customers. Once the event is booked,
Team san Jose offers a unique "One stop Shopping" experience to customers for aN of
their eventservlce needs, By combining the Event COordinators with the Catering staff
Into one team, Team San Jose's event staff creates a seamless and flexible service
environment to better meet the needs of meeting and event planneTS.

Execut1ve Committee

, Oanlel Fenton. Chairman of the Board - President and CEO, San Jose Convention
and Visitors Bureau
Phaedra Ellis·Lamkins, Vice Chair - Executive Director, South Bay AFl-C10 Labor
Council
Clifton Clark, General Manager. San Jose Marriott

. Michael Miller, CEO and executive Producer, American Musical Theatre San Jose
, John Southwell, General Manager, San Jose Hilton and Towers

Board Members

Enrique Fernandez, Business Manager, 'UNITE HERE Local 19
em Pope, Business Representative, Operating Engineers Local 3
Bob Blanchet, Business AgenVOrganlzer, Teamsters Local 287
Don Ricker, Business Agent.IATSE local 34

, Tina Acree. Business Agent, AFSCME Council 51
Mike Fox, Jr,. M.E, Fox and Co,
Jan Sonneman,President & COO. I'v1anpower. me.
Michael MUlcahy, Managing Partner, SDS NexGen
Ralph Colunga. Manager, Corporate Travel, CIS{;!) ~ystems

. Andrew Bales, Executive Director, symphony Silicon Valley
Donald Gansheimer, CFO, Ballet San Jose
Irene Dalls, General Director, Opera San Jose
Rosemary Heath, Managing Director, Children's Musical Theater
Raul Lozano, Executive Director, Firs! Voice



Greg Mauldin, General Manager, Hotel Montgomery
. Alison Hartman, General Manager, Hotel De Anza
. Manou Mobedshahi, General Manager, Hyatt San Jose

Gmy Hageman, General Manager, Wyndham Hotel
Dale Gannon, General Manager, Crowne Plaza
Cyrillsnatd, General Manager, Fairmont Hotel
Rob Balmer, General f'.Aanager, DoubleTree, San Jose

© sanj05•.org Z005· 200711 ABOUT US 11 CbNTACT US 1I1·aOO·SAN-JOSE



BRING YOUR MEETING TO SAN JOSE

SELECT MEETING TYPE VENUES & FACILITIES CONVENTION KOTELS SERViCES TOOLS & RESOURCES SUBMIT AN RFP .

ABOUT liS
- SAN JOSE ove
~ TEAM SAN JOSE·
-CONTACT US

san !,,&se
QlHorl~;13 ~~he\'ia}
~f" .,. ;< ,<. ,,, c,.' , ,

2007 ~ 2008 Convention & Visitors Bureau Soard of Directors

Exeeuti'Je Committee

Marc Casto. Cnairman of the Board - President & COO, Casto Travel
steve Koskie. Mal1\etlng Committee Chair - Private Consultant
Nell Struthers, Issues Mana.gement Committee Chair - CEO, San Benito/Santa Clara
County Building Trades Council

· Chuck Bond, Finance Committee Chair - CFO. DiNapoli Capltal Partners
· Cathy Kimball, Board Development Chair - Executive Director. San Jose Institute of

Contemporary Art
Gary Hageman, General Managers' Committee Chair - General Manager, Wyndham
Hotel

· Jan Sweetnam, Past Chair - Vice President and COO, Federal Realty Investment
Trust

San Jose Convention &. VIsitors Bureau Ma'nagement Team

Daniel N. Fenton - President and CEO
· Dan Cunningham - Chlef Finance Ofticer

Diana Ponton ~ Vice President Sales
Eric Ferris - Director of Client Services

, Jerry Von Tress _Director of Oper~tions
Magda MadriZ - Director. Htltnan Resources
Meghan Horrlgan - Director of Public Affairs and Communlcations

©sanjose.org 2005 - 200711 ABOUT US 11 CONTACT US 111-80o-SAN-JOSE
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home ~ about us > staff

Publications

UFE IN THE VALLEY
liCONOMY upDATE'
LABOR pAY 2001
Augllst 2007

CALIFORNIA ROAD MAP
FOR A TAX AND FISCAL
MAJORITY: A
VALUES-BASED
APPROACH
May 2007

LIFE IN THE VALLEY
ECONOMy, SILlCON
VALLEY PROGRESS
REPORT 2007
March 2007

R.ecent Articles
CHAMBER BACKS
HEALTH CARE
PROPOSAl (palo Alto
Dany News)
January 25, 2008

COMMUNITY OFFERS
INPUT IN SOLVING tAN
JOSE BUDGET CRISIS
($an Jose Mercury News)
Dewmber 1, 2007

$Ioff.
To contact a staffmember, please call (408) 269-7872, or see below for email
addresses, General inquiries should be directed to inf<z(i'i:lw))usa'Q.rg~

Staff Biographies

Phaedra Ems~Lam.kins,Ex(..~~tiveDil'et.1or
Phaedra Ellis-Lamltins is the Executive Dil'e<..'tor of World.l~
Pilrtnerships USA, namedby SanJDsc Magazine as one of
the 100 most powerful people in Silicon Valle)' and one of
"40 to watch under 40" by the Silicon Valley Business
Journal.
Full biogrnphvfor Phucdrtl. EUis~Lnmkins.

Bob Bl"oWnstein~Polit...'Y Din"Ctor
Bob Brownsteinjoined Working Partnerships USA in February 1999.Since then
he has directed reseqrch cnlminnting in strategic issuebriefstbat provide timely
analysis of problems and present a range ofpossible and serious solutions, With
his support, many oftbesepolicies haye been adopted and enal..'ted by1:he Sonth
Bay Lnbor Collncil,the San Jose City COllncil, the County Board ofSupel'visors,
and the Santa ClaraVaney-Water District. Previously, Mr. Brownstein served 35
the B1.'\dget and Policy Director ofllie City ofSan Jose for eightyears under
Mayor Susan Hammer. He was responsible for drafting the Li\'ill!ilV'l\K~

ordinance, Greenline policies> and craftingthe annual citybudget. He previously
served as the ChiefofStaff to Santa Clara County Supervisor Suzanne Wilson. He
has an undergraduate degree from Princeton, a Masters in Political Science from
Stanford, and a Masters in EnviJ:onmental Studies from San Jose State
University.

Publications include:

, An Historical Analysis ofT,\}: and Fjsc.,l Propositions ill Cal!fQ,l"ll1t\,
1.97.§ogQQ.4
Declining Job-Bilsed H~llth Coycrage In The United St;JteR AntI
~aJifornj{l: A Crisis forWol'hing Families

Kids at Risk

Sgncc"ing the Middle GJas..t;
TemporrllY Hourly Emplovees at the Ci!;y,pf P<llo Alto
The E~onol'n.ic Effects of fmllligm"lioll in Santa Cltlra COHnty lIml.
Cnliforni'l.
Bllildillg A.Henlthy CoYote Valley: APro\)osuJ to!' Community He<lItb
Clinics
The Cnl'dcn Projed: Undel'strmding the Reccs5ioJJ~ Effect on Women:
Tools for Empowerment

, ~Q!1omk Opportunity in nVuh\t.ile Ecrnlomy: Understanding the Role of
Lahor Market
Intcl11'ledL.1rit..'S in Two ~g!Qill!

, Jobs with i:\ Future selie.§
Shnred Pl'ospNitv and Jllc1usion: The Ftttutc of Economic Dcre1.Ql21nC!!~

Strategies in SiliconVl~
. Temporary Employment illStnnfol'cl and SiliconVl"Ill('}'

EyelYone'$ V:lney~ Indu::;ioll al1¢tAffol'dl.lbl(~ Housing In Silicol'J. Val!~x

W.illl5.lli.K!Q~•.1Af~4m,g:r!gl).trJ~Rq; .~5:g91i!\t!p.gJYg~1l hlJht~.9.~Y ¥~o.mm"9~

~
Mission

Accompllshments

Staff

Executive DirectOr

Employment Opportunities

Board Of Directors

Funders

National & Community Allies

Press Room

CONTACT INFORMATION
Working Parlnerships USA
2102 Almaden Road, Ste. 1018an
Jose, CA 95125
p: 408.269.7872
t 408.269,0183
e: info@wpusa.org



PUblications
~EVAlLEY

ECONOMY UPDATE:
LABOR DAY 2007
August 2007

REUGJOUSl~

STAND WITH
CONTRACTIID SERVICE
WORKERS JTha
Partnershio for Working
Families)
October 2007

Executive Oirector

Employment Opportunities

Board of Directors

Flinders:

National & CommunityAllies

Press Room

CONTACT INFORMATION
Working Partnerships USA
2102 Almaden Road, Ste. 107 San
Jose, CA 95125
p; 408.269.7872
1: 408.269.0183
e: Info@Wptlsa,org

Ba
Mission

Accompllshments

staff

Recent ArtiCles
CHAMBER BACl<&
HEALTH CARE
PROPOSAL (palo Al!o
Daily News)
January 25, 2008

COMMUNITY OFFERS
INPUT IN SOLVING SAN
,lOSE BUDGET CRISIS
(San Jose Mercury NewS)
December 1, 2007

~
home> about us >staff> executive director

EXecu!iye Di;ector
DoWnload a photQgrnph ofPhaedl'i'l Elli§.:!~u.'.lli§.

Phaedra EUis-Lamkins is 'the Execuu\'e Directot' ofWorking Partnershjps USA,.
named by SanJoseMagazine as one oftJle 100 most powerful people in Silicon
Valley and one of "40 to watch Ul)der 40" by theSilicon Valley BusinessJoumaL
As a woman ofcolor, she has distinguished herselfas an innO'\!ative leader in the
SiliconValley and led the way for emergingleaders in the Amerioon progressive
movement, directing campaigns to win polk.'Yvl.ctories on local, regional, and
state levels. She has been featured in the WaY StreetJoumal online, San
FJ·ancisco Chronicle, San Jose Mereui'Y News1 America at Work, NBC News and
ABC News.

After graduating ftom California StateUniversity-Northridge in 1998, Ms.
Ellis-Lamltins joined the stnff ofWorking Partnerships USA as the group's
education coordinator. She led the Labor/Community Leadership Institute and
created its first senior fenows program. In this capacity Ms. Ellis-Lamldns also
created the Faith,inAction training program for m'ea clergy andlayleaders.

Under hel' leadership, the nation's first county-based unjycrsnl cb.ildr9!ls beaIUl
insllrance ptogrmn has expanded its coverage to more' than L25,OOO children and
bas beenreplicated in 20 othercounties statewide. Ms. E1lis~Lamkins led the
fight to create ODe of the first community benefits agreemenU:l in the countly,
which provided comrrl11nity standards for a large scale economicdevelopment
project in San Jose. A$ a founder ofTe..'un San ,fo§.~, she pioneered a new model
for public/private management ofconvention center and ~dttu'al venues. She led
the launch of the Pnrtnership 'fOl.' Workin.g Fmnllies. a national coalition to bring
the principles ofgood jobs and community benefits to local economic
development. And she gained the support ofprivate de\relopers and
environmentalists to include private1y¥financed community health care clinics as
part ofthe illfrastructure for Coyote VaHey. a mega-urban resel'\'e in San Jose
slated to house'70,ooO ne"" residents.

Ms. Ellis-Latnkins also serves as the Executh'e Officer of the :$ollth Eay AFL~G!Q
h~bor Council, representing mOre tJlan no,ooo WOdOllg families in Santa Clat'a
and San Benito counties, An ahtmna ofAmerican Leadership Forum and has

< served on theboards ofllie P1'Ogressive Tedmology Project, NewvVorld
Foundation, and the Women's Fund ofSilicon Valley and serves on the City of
San Jose Genernl Plan Upd<-'lte Tll5k Force, Covote VnHe\' Spgdl1c 1"']al) Tilsls
FOl'ce, and the Central Labor Council Advisory Committee.

Contact Pbncdrn ElijsN~::;j1l6.

@2008Working PartnershipS USA, All rights reserved,
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2004-2005 SANTA CLARA COUNTY
CIVIL GRAND JURY REPORT

CITY OF SAN JOSE PROCUREMENT POLICIES,
PROCEDURES, AND PRACTICES

Summary

Following the disclosure of problems in several recent City of San Jose (City)
technology projects, the 2004·2005 Santa Clara County Civil Grand Jury (Grand Jury)
inquired into City procurement policies, procedures and practices. This inquiry, conducted
over several months, included interviews with the City Manager and with key management
personnel of the City Finance Department (Finance) and of the City General Services
Department, Purchasing Division (GS Purchasing). It also included a review of
procurement policies and procedures, and the evaluation of files for eight major
procurements. .

. This report addresses procurement of supplies, materials, equipment and general
services by GS Purchasing, and procurement of professional services by authorized City
departments. It does not address procurement of construction activities by the City
Department of Public Works, which, by state law, operates under a different set of
requirements, policies and procedures.

In this report" the Grand Jury uses the term 'procuremenf' for the full range of
processes involved in acquiring goods and services for an enterprise. Similar terms include
'purchasing', "provisioning', "sourCing", and 'supply management".

The Grand Jury investigation resulted in five findings and four recommendations. The
findings are summarized as follows:

• GS Purchasing has developed procurement policy and procedures manuals, but
the manuals~ppear to be maintained and revised in an informal manner. Further,
the manuals do not appear to fully address all relevant areas of the procurement
process nor all requirements mandated by the San Jose Municipal Code and by
state and federal law. .

• The City has both centralized and decentralized procurement processes. GS
Purchasing is responsible for procuring supplies, materials, equipment and
general services. However, individual City departments handle procurement of
professional services, without any reqUired participation of GS' Purchasing
personnel or compliance with current GS Purchasing procedures. Substantial
riskS may be incurred by not having professional procurement personnel
involvement or oversight in all procurement processes.

• GS Purchasing personnel appear to focus primarily on processing purchase
orders and do not fully function as procurement professionals who are actively
involved throughout the process from identification of a need to final delivery of,

1



and payment for, a product or service. They appear to .become involved in the
contract management phase of procurement only when they become aware of a
problem. The current geographic remoteness of the GS Purchasing group may
deter its toutine involvement in many procurement processes.

• Procurement files maintained by individual City departments for professional
services contracts appear to be poorly documented and maintained. Files
maintained by GS Purchasing for procurement of supplies, materials, equipment
and general services ;Ire more complete, but there appear to be inadequate
standards for the contents and organization of procurement files.

• The San Jose Municipal Code limits the contracting authority of the City Manager,
City Council (Council) appointees and certain City department heads to $100,000
with contractsabove that limit requiring approval by the Council. This threshold for
Council approval is loW in comparison with other large cities and counties in
California. Requiring Council approval of relatively small contracts increases costs
and adds delays to the procurement process, with little discemible benefit.
Routine approval of such contracts is typically granted as part of a single motion
to approve, without discussion, the ·Consent Calendar" on the Council agenda.

BackgrQund

City GS Purchasing and othet City departments authorized to procure professional
. services collectively spend over $200 million each year for prodUCts and services,
excluding construction activities. The Department .of Public Works is responsible for the
procurement of construction actiVities, and 6perates under its own set of state-mandated
requirements, policies and procedures.

'Some key objectives of a typical municipal government procurement organization are
to:

• Make certain that the city receives the best value, in terms of quality and price,
obtainable for each tax dollar spent;

• Promote free, open competition and equal opportunity for all vendors who seek to
conduct business with the city;

• Ensure prudent and open accountability for procurement actions taken;

• Guarantee that small businesses, and those that are disadvantaged, female,
andlor minority-owned have equal opportunity to participate In city contracts;

• Monitor vendor performance to ensure reliability and financial Viability;

• Ensure compliance with city, state and federal laws; and

• Keep abreast of current developments in the field of purchasing, prices, market
conditions, and new products.
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Several recent. high-visibility, multi-million-dollar City technology projects have
encountered significant problems, resulting in unanticipated costs, project delays, adverse
personnel actions and a public perception that the City government is unable to
successfUlly execute technology projects.

A memorandum dated January 21, 2005 from the Mayor and two council members to
City Council stated, "As we depend more and more on advancing technology to deliver
quality and efficient services to our residents, we must have strong confidence in the
process and results of our purchases of technology. Recently, however, the City has
experienced significant difficulties in several recent high profile technology projects,
including CUSP [an integrated utility billing, Customer Service and Performance
management system), converged network [integrated communications services for the
New Civic Center), and the police computer assisted dispatch system. These difficulties
point to the need for checks and balances, standard procedures and guidelines, and
effective management and policy oversight that will ensure that appropriate due diligence
has occurred before City Council considers a major purchase of technology.'

During an initial interview with the City Manager, Director of Finance and other
selected department heads, the Grand Jury was told that several steps were already being
taken to strengthen and improve the procurement process, Specifically, the City Manager
indicated that (1) GS Purchasing was being reassigned to Finance;. (2) a search was
underway to fill the newly created position of Deputy Director/Chief Purchasing Officer
reporting to the Director of Finance; and (3) GS Purchasing personnel would be moving
from their current, remote location on Senter Road to the New Civic Center, allowing them
easier access to other city departments, and facilitating more direct oversight by Finance.

Discussion

PROCUREMENT POLICIES AND PROCEDURES

Procurement policy and procedures manuals are necessary to facilitate the consistent
and orderly implementation and use of applicable procedures by all members of an
organization involved in procurement actiVities. A detailed and comprehensive

. procurement manual defines how the organization complies with applicable legal
requirements and best busineSS practices during the entire procurement process, and
specifies the responsibilities of procurement personnel. Responsibility for City procurement
of supplies, materials, equipment and general services (exclUding construction activities) is
centraliZed under GS Purchasing, which has developed a series of policies and
procedures to comply with the· San Jose Municipal Code. However, responsibility for
procurement of professional services is decentralized, with each City department procuring
professional services to address its own needs. Procedures for the procurement of
professional services are not specifically set forth by GS Purchasing, and City
Departments are not reqUired by the San Jose Municipal Code to have formal written
procedures or gUidelines for the procurement of professional services.

During the initial interview with the City Manager and Director of Finance, the Grand
Jury requested copies of current procurement policy and procedures manuals used by GS
Purchasing. Difficulties encountered by the Grand Jury in obtaining copies of current

3



manuals suggest a lack of an adequate process for the control and distribution of GS
Purchasing manuals.

The Grand Jury ultimately reviewed the following manuals: (1) The City of San Jose
Purchasing Administrative Manual; (2) the City of San Jose Purchasing Guide; and (3) the
City of San Jose Request for Proposal Procedures Manual. Before reviewing these
documents, the Grand Jury was told by the manager of GS Purchasing that both the
Purchasing Administrative Manual and the Request for Proposal Procedures Manual were
"undergoing substantial updating and revisions'. The Grand Jury noted that these manuals
were being revised in an informal manner, and not in accordance with any formal change
control process.

The Grand Jury met with management of Finance and GS Purchasing on several
occasions to discuss concems related to GS Purchasing manuals. It is not the intent or
purpose of the Grand Jury to perform a detailed technical review of these documents.
However, it was noted that the three procurement manuals reviewed did not appear to
address all relevant areas of the procurement process uniformly, nor did the manuals
address all applicable requirements mandated by the San Jose Municipal Code and by
state and federal law. It was not uncommon to note that policies were found for which
there.were no associated implementing procedures. Two examples are the management
of possible vendor conflict in supplying information for Requests for Proposals and the
procurement of recycled products. Deficiencies related to the Purchasing Administrative
Manual were previously identified by the City Auditor who, in 1986, recommended that GS
Purchasing should "develop a comprehensive written procedures manual on the
purchasing process". It appears that, to some degree, a problem still exists nearly twenty
years later.

PROCUREMENT PRACTICES

The Grand Jury reviewed eight major procurements, each of which had a value
exceeding $1 million and involved complex. technology, professional services, or
commodities. Five of the eight procurem·ents were for professional services and were
performed by user departments, specifically the. Environmental Services, Finance, and
Information Technology Departments. The remaining three procurements were performed
by GS Purchasing. The procurement files provided to the Grand Jury were evaluated as a
minimum standard for completeness according to the following criteria:

• Purchase Requisition (or authorization to purchase);

• Specification or Scope of Work to be performed;

• Vendor/ContractorList (if competitive) or sole source justification if not;

• Buyer's worksheet for determining lowest responsive bidder;

• Department recommendation for award;

• City Council authorization memorandum;

• Review and approval by GS Purchasing Manager and Director of General
Services;
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• City Attorney approval;

• Copy of purchase order/contract;

• Type of purchase order or contract identified, e.g., Firm Fixed Price, Time &
Materials, Cost plus Fixed Fee, etc.;

• Evidence ofinvoice(s) payment;

• Request For Proposal/Quote/Qualification; and

• Winning bidder's proposal.

The five procurement files for professional services were found by the Grand Jury to
be incomplete, inconsistent and in disarray. Most of these files consisted of sets of
documents assembled in no specific or logical order and were bound by paper clips or
rubber bands. The absence of key procurement documents and vendor correspondence in
these major procurement files also raised significant concerns.

The three procurement files prepared by GS Purchasing tended to be more complete
and better organized than those prepared by user organizations for professional services.
However, there still appeared to be no uniform standards for the contents and organization
of the files.

All eight procurement files were inconsistent in the information they contained. The
Grand Jury found it very difficult to determine what service or product was being procured,
who was bidding, what service or product was being delivered, what the acceptance
testing criteria and procedures were, and how payment was to be made to the vendor(s).

The.Grand Jury found limited participation in the procurement process by personnel in
GS Purchasing. Even for those procurements performed by·GS Purchasing, personnel
appeared to focus primarily on processing purchase orders; with little evidence of overall
procurement management and follow-up. During discussions with tlie Grand Jury, Finance
and GS Purchasing management asserted that, due to the limited resources available, GS
Purchasing personnel could not perform day-to-day procurement management of major
contracts. Rather, they performed procurement management on an "exception" basis as
problems arose or were identified. SUbstantial risks (e.g. costly litigation, inadequate
technical standards, higher costs, delays in delivery and installation, and the prodUct or
services not meeting the business user's requirements) may be incurred by not having
professional procurement personnel involvement or oversight in all procurement
processes.

In addition to this evaluation of eight sample procurement files, the Grand Jury has
issued a separate report on the problematic procurement and implementation of the San
Jose Police Department Computer Aided Dispatch System, entitled 'Problems
Implementing the San Jose Police Computer Aided Dispatch System".

PROCUREMENT APPROVAL AUTHORIZATION AND ACCOUNTABILITY

The Grand Jury also observed that the San Jose Municipal Code limits the contracting
authority of the City Manager, Council appointees, and certain City Department heads to
$100,000, with contracts above that limit requiring approval by the Council. ReqUiring

5



Councn approval of relatively small contracts increases costs and adds delays (e.g.,
preparation, review and approval of Council Memos) to the procurement process, with little
discernible benefit. Routine approval of such contracts is typically granted as part of a
single motion to adopt, without discussion, all items listed on the "Consent Calendar" of the
Council agenda.

The $100,000 procurement approval authority is low in comparison with other major
cities. A survey of cities and COUnties in California and Arizona by the California
Association of Public Purchasing Officers found that maj\>r cities and counties generally
had a much higher threshold for council or board approval, particularly for procurement of
equipment and materials when normal procedures had been followed and budget had
been appropriated. Some of the cities and counties that require either no councilor board
approval or a threshold of at least $1 million before approval is required under these
circumstances include: Santa Clara County, Sacramento County, City and County of San
Francisco, San Diego County, City of Los Angeles, City of Merced, City of Oxnard, City of
san Diego and City of Ventura. While ranked as the eleventh largest municipality in the
United States, San Jose's threshold for Council approval ranks with those of smaller
California cities.

The Grand Jury believes that strict adherence to City policies and procedures is
central to accountability and all personnel involved in procurement actions must be trained
to understand and·comply with governing policies and procedures.·Full documentation of
procurement actions taken must be created and preserved for subsequent financial and
performance audits. And finally, full disclosure of all conflicts of interest relevant to any
procurement must be made and considered by appropriate management and legal
authorities..

Conclusions

The importance of the procurement function to the overall financial and operational
success of the City of-San Jose cannot be overemphasized. Obtaining goods and services
through prUdent procurement practices adds to the success of an organization by ensuring
that correct, quality products are received at competitive prices. The following Findings and
Recommendations do not address procurement of construction activities by the City
Department of Public Works.

Finding 1

GS Purchasing has developed procurement policy and procedures manuals, but the
manuals appear to be maintained and revised in an informal manner. Further, the manuals
do not appear to fully address all relevant areas of the procurement process nor all
applicable requirements mandated by the San Jose Municipal Code and by state and
federal law.
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Recommendation 1

GS Purchasing should ensure that all relevant City, state and/or federal requirements
are adequately addressed in procurement policies and procedures, and should implement
a formal configuration control or change control process for the maintenance and revision
of procurement manuals. Consideration should be given to using the services of a
professional conl?ultant to assist in updating and revising the procurement manuals. Once
policies and procedures are in place, all personnel involved in any procurement process
should receive mandatory training on these policies and procedures, including periodic
refresher training.

Finding 2A

The San Jose Municipal Code authorizes both centralized and decentralized
processes for. procurement. GS Purchasing is responsible for procuring supplies,
materials, equipment and general services. However, individual City departments handle
procurement of professional services, without any required participation of GS Purchasing
personnel or compliance with current GS Purchasing procedures. Substantial risks (e.g.
costly litigation, inadequate technical standards, higher costs, delays in .delivery and
installation, and the product or services not meeting the business user's requirements)
may be incurred by not having professional procurement personnel involvement or
oversight in all procurement processes.

Fihding 28

GS Purchasing personnel appear to focus primarily on 'processing purchase orders,
and do not fully function as procurement professionals who are actil/ely involved
throughout the procurement process from identification of a need to final delivery of, and
payment for, a product or service. They appear to become involved in the contract
management phase of procurement only when they become aware of a problem. The
current geographic remoteness of the GS Purchasing group may deter its routine
involvement in many procurement processes.

Recommendation 2

The San Jose City Council should: (a) revise the Municipal Code to specify that,
excluding construction activities. GS Purchasing is fully responsible for procurement of all
supplies, materials, equipment, and general and professional services; and (b) assure that
sufficient staffing, training, financial resources and information technology systems are
provided to enable GS Purchasing to carry out this expanded role. GS Purchasing should
be located closer to .the City user departments to facilitate involvement in the day-to-day
development and management of major contracts.
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Finding 3

The Grand Jury evaluated a sample of eight procurement cases. Procurement files for
five of these cases were managed by individual City departments for procurement of
professional services. They appear to be poorly documented and maintained. Files for the
other three cases were managed by GS Purchasing for procurement of supplies,
materials, equipment and general services. These are more complete, but there appear to
bl:l inadequate standards for the contents and organization cif procurement files.

Recommendation 3

Documentation standards in Procurement procedures should be strengthened. A
checklist of key procurement records could be a useful way of identifying and organizing
documents to be accumulated and included in a procurement file. It may be appropriate for
the City Auditor to conduct a more complete assessment of the quality of existing
procurement documentation in order to fUlly address deficiencies.

Finding 4

The San Jose Municipal Code limits the contracting authority of the City Manager, City
Council appointees and certain City department heads to $100,000, with contracts above
$100,000 requiring approval by the Council. This threshold for Council approval is low in
comparison with other large cities and counties in California. ReqUiring Council approval of
relatively small contracts increases costs and adds delays (e.g., preparation, review and
approval of Council Memos) to the procurement process, with little discernible benefit.
Routine' approval of such Contracts is typically granted as part of a single motion to adopt,
without discussion, the "Consent Calendar" on the Council agenda.

Recommendation 4

Once appropriate steps are taken, the San Jose City Council should revise the San
Jose Municipal Code to significantly increase the $100,000 threshold for requiring C()Uncil
approval. These steps would include revision of procurement policy and procedures
manuals (Recornmendation1), provision of sufficient procurement staffing, training,
financial resources and information technology systems (Recommendation 2), and
institution of measures to manage conflict of interest and ensure prudent accountability. In
the interim, consideration should be given to increasing the limit on contracting authority
for procurement of equipment and materials when normal procedures are followed and the
procurement budget has been appropriated.
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PASSED and ADOPTED by the Santa Clara County Civil Grand Jury on this 9th day of
June, 2005.

Michael A. Smith
Foreperson
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2006·2007 SANTA CLARA COUNTY
CIVIL GRAND JURY REPORT

SAN JOSE'S RESTRUCTURED
PROCUREMENT PROCESS APPLAUDED

Background

On December 6, 2005, partly in response to recommendations by both the City's
Auditor and the 2004-2005 Santa Clara County Civil Grand Jury, the San Jose City
Council directed its City Attorney to amend provisions of the Municipal Code governing
San Jose's procurement process.

Audit reports issued in June and October 2004 recommended San Jose draft
procurement policies to ensure that the goods and services contracted for were those
provided by the suppliers, and that stated dollar amounts are documented accurately
throughout the process. Then, in a report released in June 2005, after an examination
instigated due to several mismanaged technology contracts, the 2004-2005 Santa Clara
County Civil Grand Jury recommended that San Jose draft formal procurement policies;
adopt a conflicts disclosure policy; compel training for all personnel expected to be
involved in purchasing; assign responsibility for procurement toa single department; and
increase the threshold dollar amount that would trigger the need for City Council approval.

Since several of the recommendations conceming the procurement process
required multi-year efforts, the 2006-2007 Santa Clara County.Civil Grand Jury reviewed
the City's attention to those over the past two years. By May 2007, San Jose had
completely restructured its procurement process, and by doing so satisfied the
recommendations stated by its auditor and the 2004-2005 Grand Jury. Specifically, the
Municipal Code provisions governing procurement have been revised; comprehensive
procurement policies have been adopted; training has been provided for all city
employees involved with purchasing; responsibility for the entire procurement process
has been assigned to the Chief Purchasing Officer in the Purchasing Division of the
Finance Department; and the dollar amount of contracts requiring Council approval has
been increased from $100,000 to $1 million for supplies, equipment, material, and
delivery, and from $100,000 to $250,000 for services, training, and information technology
support.

A host of regulations governs the means by which public agencies contract with
outside suppliers for: (1) supplies, equipment, material, and delivery (collectively, goods);
(2) professional services (e.g., conSUlting agreements), nonprofessional services (e.g.,
landscape, janitorial, security, installation, repair and maintenance), training, and
information technology support (collectively, services); and (3) Public Works projects
(which were exempted from review of the 2004-2005 Grand Jury and this Grand JUry). In
general, the regulations provide an efficient and fair process for bidding public contracts
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Which allow local agencies to obtain goods and services at the lowest cost commensurate
with quality while maintaining administrative control of the projects.·This Report uses the
term "procurement process' to refer to the entirety of the laws, procedures, and policies
which regulate the City's bidding and contracting for goods and services.

Discussion

California municipalities are required to "adopt policies and procedures, inclUding
bidding regulations, governing purchases of supplies and equipment by the local agency'
[California Government Code §§ 54201-542051. Generally, cities must proVide public
notice seeking competitive bids for city contracts which exceed a threshold estimated cost
to perform, and award those contracts to the lowest responsible bidder. A "competitive
bid" is the price at which a responding party offers to provide the goods or services the
city is seeking. To qualify as a "responsible bidder," the responding party must
demo(1strate the quality, fitness, capacity, and experience to satisfactorily perform the
services being solicited. The City of San Jose's solicitation and award of contracts for the
purchases of goods and services is governed under Title 4 of the San Jose Municipal
Code.

In a report filed June 22, 2005, the 2004-2005 Santa Clara County Civil Grand
Jury found:

Several recent, high-visibility, multi-million-dollar City technology projects
have encountered significant problems, resulting in unanticipated costs,
project delays, adverse personnel actions and a public perception that
the City government is UMble to successfully execute technology
projects [Santa Clara County Civil Grand Jury Report, "City of San Jose
Procurement Policies, Procedures, and Practices," June 22, 2005].

As a result of its findings, the 2004-2005 Grand Jury recommended the City
draft formal procurement policies, including procedures to manage conflict of interests
and ensure prUdent accountability; compel training on the procurement process for all
personnel expected to handle purchasing of goods and services; assign the
responsibility for the entire procurement· process to a single department; and
significantly increase the-then One Hundred Thousand Dollar ($100,000) threshold for
requiring City Council approval.

On December 6, 2005, the City Council directed the City Attorney to amend
provisions of the Municipal Code goveming the City's procurement process to, among
other revisions, centralize responsibility for purchasing, and to increase the dollar
amount of contracts requiring Council approval [November 6, 2006 Memorandum].

After two years of coordinated effort by the City Council, City Attorney's and City
Manager's Offices, the Finance Department, various staff members and outside
suppliers, San Jose has drafted policies and procedures to create a more efficient,
transparent and resourceful procurement process. Notably, since April 2005, San Jose
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has had 'as its Chief Purchasing Officer a person who demonstrates business integrity
and effective leadership skills and, as of January 2007, an administration committed to
government accountability and the openness of its dealings.

The following are among the significant improvements San Jose has made to its
procurement process:

• Under the San Jose Municipal Code, adopted February 27, 2007, the City's
Manager, Attorney, Auditor, and Clerk are authorized to enter into specified
contracts without Council approval that have a maximum value of $250,000.
The City Manager is further authorized, without first seeking Council approval,
to enter into contracts ·for goods with an estimated cost to provide of
$1,000,000; services with an estimated cost to perform of $250,000; and all
other purchases with a maximum value of $100,000.

• On a quarterly basis, the City Council shall receive a report describing all
contracts entered into by the City's Manager, Attomey, Auditor, and Clerk
which were valued at $100,000 or more.

• To centralize purchasing, responsibility for managing the procurement of
goods is noW limited to a Council appointee, the City Manager, and the
Finance Director. However, since contracts for services need to be
administered by the Department requiring the service, a Certified Contract
Specialist (CCS) position has been created in each Department expected to

,procure services. The CCS will liaise with the Finance Department and be
required to attend specialized training and regularly scheduied meetings.

• On April 23, 2007, more than one hundred employees attended procurement
training conducted by the Purchasing Division, and, in or about July 2007,
more particularized training will be given to the Certified Contract Specialists.

• To ensure integrity throughout the procurement process, San Jose enacted a
policy requiring, among other safeguards, that all persons involved in the
process disclose in writing any potential conflict of interests, maintain
confidentiality, and report any perceived misconduct to the Chief Purchasing
Officer.

• An online Request for Proposal manual, scheduled for publication in May
2007, will provide guidance for staff, suppliers, and the public on the
procurement process.
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Conclusion

The method by which. San Jose accomplished the restructuring of its
procurement process illustrates how a unified, interdepartmental strategy, implemented
by dedicated city officials and staff, can have a positive influence on public policy. This
project also indicates those in decision-making positions at San Jose are genuine when
they promise to conduct their business underpublic purview.
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2004-2005 SANTA CLARA COUNTY
CIVIL GRAND JURY REPORT

CITY OF SAN JOSE PROCUREMENT POLICIES,
PROCEDURES, AND PRACTICES

Summary

Following the disclosure of problems in several recent City of San Jose (City)
technology projects, the 2004-2005 Santa Clara County Civil Grand Jury (Grand Jury)
inquired into City procurement policies, procedures and practices. This inquiry, conducted
over several months, included interviews with the City Manager and with key management
personnel of the City Finance. Department (Finance) and of the City General Services
Department, Purchasing DiVision (GS Purchasing). It also included a review of
procurement policies and procedures, and the evaluation of files for eight major
procurements.

This report addresses procurement of supplies, materials, equipment and general
services by GS Purchasing, and procurement of professional services by authorized City
departments. It does not address procurement of construction activities by the City
Department of Public Works, which, by state law, operates under a different set of
requirements, policies and procedures.

In this report" the Grand Jury uses the term "procurement" for the full range of
processes involVed in acquiring goods and services for an enterprise. Similar terms include
"purchasing", "provisioning", "sourcing", and "supply management".

The Grand Jury investigation resulted in five findings and four recommendations. The
findings are summarized as follows:

• GS Purchasing has developed procurement policy and procedures manuals, but
the manuals appear to be maintained and revised in an informal manner. Further,
the manuals do not appear to fully address all relevant areas of the procurement
process nor all requirements mandated by the San Jose Municipal Code and by
state and federal law.

• The City has both centralized and decentralized procurement processes. GS
Purchasing is responsible for procuring supplies, materials, equipment and
general services. However, individual City departments handle procurement of
professional services, without any required participation of GS Purchasing
personnel or compliance with current GS Purchasing procedures. Substantial
risks may be incurred by not haVing professional procurement personnel
involvement or oversight in all procurement processes.

• GS Purchasing personnel appear to focus primarily on processing purchase
orders and do not fully function as procurement professionals who are actively
involved throughout the process from identification of a need to final delivery of,
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and payment for, a product or service. They appear to become involved in the
contract management phase of procurement only when they become aware of a
problem. The current geographic remoteness of the GS Purchasing group may
deter its routine involvement in many procurement processes.

• Procurement files maintained by. individual City departments for professional
services contracts appear to be poorly documented and maintained. Files
maintained by GS Purchasing for procurement of supplies, materials, eqUipment
and general services are more complete, but there appear to be inadequate
standards for the contents and organization of procurement files.

• The San Jose Municipal Code limits the contracting authority of the City Manager,
City Council (Council) appointees and certain City department heads to $100,000
with contracts above that limit requiring approval by the Council. This threshold for
Council approval is low in comparison with other large cities and counties in
California. Requiring Council approval of relatively small contracts increases costs
and adds delays to the procurement process, with little discernible benefit.
Routine approval of such contracts is typically granted as part of a single motion
to approve, without discussion, the 'Consent Calendar" on the Council agenda.

Background

City GS Purchasing and other City departments authorized to procure professional
services collectively spend over $200 million each year for products and services,
excluding construction activities. The Department of Public Works is responsible for the
procurement of construction activities, and operates under its own set of state-mandated
reqUirements, policies and procedures.

Some key objectives of a typical municipal government procurement organization are
to:

• Make certain that the city receives the best value, in terms of quality and price,
obtainable for each tax dollar spent;

• Promote free, open competition and equal opportunity for all vendors who seek to
conduct business with the city;

• Ensure prudent and open accountability for procurement actions taken;

• Guarantee that small businesses, and those that are disadvantaged, female,
and/or minority-owned have equal opportunity to participate in city contracts;

• Monitor vendor performance to ensure reliability and financial Viability;

• Ensure compliance with city, state and federal laws; and

• Keep abreast of current developments in the field of purchasing, prices, market
conditions, and new products.
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Several recent, high-visibility, multi-million-dollar City technology projects have
encountered significant problems, resulting in unanticipated costs. project delays, adverse
personnel actions and a public perception that the City government is unable to
successfully execute technology projects.

A memorandum dated January 21, 2005 from the Mayor and two council members to
City Council stated, "As we depend more and more on advancing technology to deliver
quality and efficient services to our residents. we must have strong confidence in the
process and reSUlts of our purchases of technology. Recently, however, the City has
experienced significant difficulties in several recent high profile technology· projects,
including CUSP [an integrated utility billing. Customer Service and Performance
management system], converged network [integrated communications services for the
New Civic Center]. and the police computer assisted dispatch system. These difficulties
point to the need for checks and balances. standard procedures and gUidelines, and
effective management and policy oversight that will ensure that appropriate due diligence
has occurred before City Council considers a major purchase of technology."

During an initial interview With the City Manager, Director of Finance and other
selected department heads, the Grand Jury was told that several steps were already being
taken to strengthen and improve the procurement process. Specifically, the City Manager
indicated that: (1) GS Purchasing was being reassigned to Finance; (2) a search was
underway to fill the newly created position of Deputy Director/Chief Purchasing Officer
reporting to the Director of Finance; and (3) GS Purchasing personnel would be moving
from their current, remote location on Senter Road to the New Civic center, allowing them
.easier access to other city departments, and facilitating more direct oversight by Finance.

Discussion

PROCUREMENT POLICIES AND PROCEDURES

Procurement policy and procedures manuals are necessary to facilitate the consistent
and orderly implementation and use of applicable procedures by all members of an
organization involved in procurement activities. A detailed and comprehensive
procurement manu~1 defines how the organization complies with applicable legal
requirements and best business practices dUring the entire procurement process, and
specifies the responsibilities of procurement personnel. Responsibility for City procurement
of supplies, materials, equipment and general services (excluding construction activities) is
centralized under GS Purchasing, which has developed a series of policies and
procedures to comply with the San Jose Municipal Code. However. responsibility for
procurement of professional services is decentralized. With each City department procuring
professional servlces to address its own needs. Procedures for the procurement of
professional services are not specifically set forth by GS Purchasing, and City
Departments are not required by the San Jose Municipal Code to have formal written
procedures or guidelines for the procurement of professional servlces.

During the initial interview with the City Manager and Director of Finance, the Grand
Jury requested copies of current procurement policy and procedures manuals used by GS
Purchasing. Difficulties encountered by the Grand Jury in obtaining copies of current
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manuals suggest a lack of an adequate process for the control and distribution of GS
Purchasing manuals.

The Grand Jury ultimately reviewed the following manuals: (1) The City of San Jose
Purchasing Administrative Manual; (2) the City of San Jose Purchasing Guide; and (3) the
City of San Jose Request for Proposal Procedures Manual. Before reviewing these
documents, the Grand Jury was told by the manager of GS Purchasing that both the
Purchasing Administrative Manual and the Request for Proposal Procedures Manual were
'undergoing substantial updating and revisions". The Grand Jury noted that these manuals
were being revised in an informal manner, and not in accordance with any formal change
control process.

The Grand Jury met with management of Finance and GS Purchasing on several
. occasions to discuss concems related to GS Purchasing manuals. It is not the intent or
purpose of the Grand Jury to perform a detailed technical review of these documents.
However, it was noted that the three procurement manuals reviewed did not appear to
address all relevant areas of the procurement process uniformly, nor did the manuals
address all applicable requirements mandated by the San Jose Municipal Code and by
state and federal law. It was not uncommon to note that policies were found for which
there. were no associated implementing procedures. Two examples are the management
of possible vendor conflict in supplying information for Requests for Proposals and the
procurement of recycled products. Deficiencies related to the Purchasing Administrative
Manual were previously identified by the City Auditor who, in 1986, recommended that GS
Purchasing should "develop a comprehensive written procedures manual on the
purchasing process". It appears that, to some degree, a problem still exists nearly twenty
years later.

PROCUREMENT PRACTICES

The Grand Jury reviewed eight major procurements, each of which had a value
exceeding $1 million and involved complex technology, professional services, or
commodities. Five of the eight procurements were for professional services and were
performed by user departments, specifically the Environmental Services, Finance, and
Information Technology Departments. The remaining three procurements were performed
by GS Purchasing. The procurement files provided to the Grand Jury were evaluated as a
minimum standard for completeness according to the following criteria:

• Purchase Requisition (or authorizatiOn to purchase);

. • Specification or Scope of Work to be performed;

• Vendor/Contractor List (if competitive) or sole source justification if not;

• Buyer's worksheet for determining lowest responsive bidder;

• Department recommendation for award;

• City Council authorization memorandum;

• Review and approval by GS Purchasing Manager and Director of General
Services;
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• City Attorney approval;

• Copy of purchase order/contract;

• Type of purchase order or contract identified, e.g., Firm Fixed Price, Time &
Materials, Cost plus Fixed Fee, etc.;

• Evidence of invoice(s) payment;

• Request For ProposaVQuote/Qualification; and

• Winning bidder's proposal.

The five procurement files for professional services were found by the Grand Jury to
be incomplete, inconsistent and in disarray. Most of these files consisted of sets of
documents assembled in no specific or logical order and were bound by paper clips or
rubber bands. The absence of key procurement documents and vendor correspondence in
these major procurement files also raised significant concerns.

The three procurement files prepared by GS Purchasing tended to be more complete
and better organized than those prepared by user organizations for professional services.
However, there still appeared to be no uniform standards for the contents and organization
ofthe files. .

All eight procurement files were inconsistent .in the information they contained. The
Grand Jury .found it very difficult to determine what service or product was being procured,
who was bidding, what service or product was being delivered, what the acceptance
testing criteria and procedures were, and how payment was to be made to the vendor(s).

The Grand Jury found limited participation in the procurement process by personnel in
GS Purchasing. Even for those procurements performed by'GS Purchasing, personnel
appeared to focus primarily on processing purchase orders; with little evidence of overall
procurement management and follow-up. During discussions withthe Grand Jury, Finance
and GS Purchasing management asserted tha~ due to the limited resources available, GS
Purchasing personnel could not perform day-to-day procurement management of major
contracts. Rather, they performed procurement management on an "exceptipn" basis as
problems arose or were identified. Substantial risks (e.g, costly litigation, inadequate
technical standards, higher costs, delays in delivery and installation, and the product or
services not meeting the business user's requirements) may be incurred by not having
professional procurement personnel involvement or. oversight in all procurement
processes.

In addition to this evaluation of eight sample procurement files, the Grand Jury has
issued a separate report on the problematic procurement and implementation of the San
Jose Police Department Computer Aided Dispatch System, entitled "Problems
Implementing the San Jose Police Computer Aided Dispatch System".

PROCUREMENT APPROVAL AUTHORIZATION AND ACCOUNTABILITY

The Grand Jury also observed that the San Jose Municipal Code limits the contracting
authority' of the City Manager, COuncil appointees, and certain City Department heads to
$100,000, with contracts above that limit requiring approval by the Council. Requiring
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Council approval of relatively small contracts increases costs and adds delays (e.g.,
preparation, review and approval of Council Memos) to the procurement process, with little
discernible benefit. Routine approval of such contracts is typically granted as part of a
single motion to adopt, without discussion, all items listed on the "Consent Calendar" of the
Council agenda.

The $100,000 procurement approval authority is low in comparison with other major
cities. A survey of cities and counties in California and Arizona by the California
Association of Public Purchasing Officers found that major cities and counties generally
had a much higher threshold for council or board approval, particularly for procurement of
equipment and materials when normal procedures had been followed and budget had
been appropriated. Some of the cities and counties that require either no council or board
approval or a threshold of at least $1 million before approval is required under these
circumstances include: Santa Clara County, Sacramento County, City and County of San
Francisco, San Diego County, City of Los Angeles, City of Merced, City of Oxnard, City of
San Diego and City of Ventura. While ranked as the eleventh largest rnunicipality in the
United States, San Jose's threshold for Council approval ranks with those of smaller
CalifOrnia cities.

The Grand Jury believes that strict adherence to City policies and procedures is
central to accountability and all personnel involved in procurement actions.must be trained
to understand .and comply with governing policies and procedures. Full documentation of
procurement actions taken must be created and preserved for sUbsequent financial and
performance audits. And finally, full disclosure of all conflicts of interest relevant to any
procurement must be made and considered by appropriate management and legal
authorities. .

Conclusions

The Importance of the procurement function to the overall financial and operational
success of the City of San Jose cannot be overemphasized. Obtaining goods and services
through prudent procurement practices adds to the success of an organization by ensuring
that correct, quality products are rElceived at competitive prices. The following Findings and
Recommendations do not address procurement of construction activities by the City
Department of Public Works.

Finding 1

GS Purchasing has developed procurement policy and procedures manuals, but the
manuals appear to be maintained and revised in an informal manner. Further,. the manuals
do not appear to fully address all relevant areas of the procurement process nor all
applicable requirements mandated by the San Jose Municipal Code and by state and
federal law.
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f{ecommendation 1

GS Purchasing should ensure that all relevant City, state and/or federal requirements
are adequately addressed in procurement policies and procedures, and should implement
a formal configuration control or change control process for the maintenance and revision
of procurement manuals. Consideration should be given to using the services of a
professional consultant to assist in updating and revising the procurement manuals. Once·
policies and procedures are in place, all personnel involved in any procurement process
should receive mandatory training on these policies and procedures,including periodic
refresher training.

Finding 2A

The San Jose Municipal Code authorizes both centralized and decentralized
processes for procurement. GS Purchasing is responsible for procuring supplies,
materials, equipment and general services. However, individual· City departments handle
procurement of professional services, without any required participation of GS Purchasing
personnel or compliance with current GS Purchasing procedures. Substantial risks (e.g.
costly litigation, inadequate technical standards, higher costs, delays in delivery and
installation, and the product or services not meeting the business user's requirements)
may be Incurred by not having professional procurement personnel involvement or
oversight in all procurement processes.

Finding 28

GS Purchasing personnel appear to focus primarily on ·processing purchase orders,
and do not fully function as procurement professionals who are actively involved
throughout the procurement process from identification of a need to final delivery of, and
payment for, a product or service. They appear to become involved in the contract
management phase of procurement only when they become aware of a problem. The
current geographic remoteness of the GS Purchasing group may deter its routine
involvement in many procurement processes.

Recommendation 2

The San Jose City Council should: (a) revise the Municipal Code to specify that,
excluding construction activities, GS Purchasing is fully responsible for procurement of aI/
supplies, materials, equipment, and general and professional services; and (b) assure that
sufficient staffing, training, financial resources and information technology systems are
provided to enable GS Purchasing to carry out this expanded role. GSPurchasing should
be located closer to the City user departments to facilitate involvement in the day-to-day
development and management of major contracts.
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Finding 3

The Grand Jury evaluated a sample of eight procurement cases. Procurement files for
five of these cases were managed by individual City departments for procurement of
professional services. They appear to be poorly documented and maintained. Files for the
other three cases were managed by GS Purchasing for procurement of supplies,
materials, equipment and general services. These are more complete, but there appear to
be inadequate standards for the contents and organization of procurement files.

Recommendation 3

Documentation standards in Procurement procedures should be strengthened. A
checklist of key procurement records could be a useful way of Identifying and organizing
documents to be accumulated and included in a procurement file. It may be appropriate for
the City AUditor to conduct a more complete assessment of the quality of existing
procurement documentation in order to fully address deficiencies.

Finding 4

The San Jose Municipal Code limits the contracting authority of the City Manager, City
Council appointees and certain City department heads to $100,000, with contracts above
$100,000 reql)iring approval by the Council. This threshold for Council approval is low in
comparison with other large cities and counties in California. Requiring Council approval of
relatively small contracts increases costs and adds delays (e.g., preparation, review and
approval of Council Memos) to the procurement process, with little discernible benefit.
Routine' approval of such contracts is typically granted as part of a single motion to adopt,
without discussion, the "Consent Calendar" on the Council agenda.

Recommendation 4

Once appropriate steps are taken, the San Jose City Council should revise the San·
Jose Municipal Code to significantly increase the $100,000 threshold for requiring Council
approval. These steps would include revision of procurement policy and procedures
manuals (Recommendation 1), provision of sufficient procurement staffing, training,
financial resources and information technology systems (Recommendation 2), and
institution of measures to manage conflict of interest and ensure prudent accountability. In
the interim, consideration should be given to increasing the limit on contracting authority
for procurement of equipment and materials when normal procedures are followed and the
procurement budget has been appropriated.
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PASSED and ADOPTED by the Santa Clara County Civil Grand Jury on this gU1 day of·
June, 2005.

Michael A. Smith
Foreperson
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2006-2007 SANTA CLARA COUNTY
CIVIL GRAND JURY REPORT

SAN JOSE'S RESTRUCTURED
PROCUREMENT PROCESS APPLAUDED

Background

On December 6, 2005, partly in response to recommendations by both the City's
Auditor and the 2004-2005 Santa Clara County Civil Grand Jury, the San Jose City
Council directed its City Attorney to·amend provisions of the Municipal Code governing
San Jose's procurement process.

Audit reports issued in June arid October 2004 recommended San Jose draft
procurement policies to ensure that the goods and services contracted for were those
prOVided by the suppliers, and that stated dollar amounts are documented accurately
throughout the process. Then, in a report released in June 2005,after an examination
instigated due to several mismanaged technology contracts, the 2004-2005 Santa Clara
County Civil Grand Jury recommended that San Jose draft formal procurement policies;
adopt a conflicts disclosure policy; compel training for all personnel expected to be
involved in purchasing; assign responsibility for procurement to a single department; and
increase the threshold dollar amount that would trigger the need for City Council approval.

Since several of the recommendations conceming the procurement process
reqUired mUlti-year efforts, the 2006-2007 Santa Clara County.Civil Grand Jury reviewed
the City's attention to those over the past two years. By May 2007, San Jose had
completely restructured its procurement process, and by doing so satisfied the
recommendations stated by its auditor and the 2004-2005 Grand Jury. Specifically, the
M4nicipal Code provisions governing procurement have been revised; comprehensive
procurement policies have been adopted; training has been prOVided for all city
employees involved with purchasing; responsibility for the entire procurement process
has been assigned to the Chief Purchasing Officer in the Purchasing Division of the
Finance Department; and the dollar amount of contracts requiring Council approval has
been increased from $100,000 to $1 million for supplies, equipment, material, and
delivery, and from $100,000 to $250,000 for services, training, and information technology
support.

A host of regUlations governs the means by which public agencies contract with
outside suppliers for: (1) supplies,equipment, material, and delivery (collectively, goods);
(2) professional services (e.g., conSUlting agreements), nonprofessional services (e.g.,
landscape, janitorial, security, installation, repair and maintenance), training, and
information technology support (collectively, services); and (3) PUblic Works projects
(which were exempted from review of the 2004-2005 Grand Jury and this Grand Jury). In
general, the regulations provide an efficient and fair process for bidding pUblic contracts
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which allow local agencies to obtain goods and services at the lowest cost commensurate
with quality while maintaining administrative control of the projects. This Report uses the
term "procurement process" to refer to the entirety of the laws, procedures, and policies
which regulate the City's bidding and contracting for goods and services.

Discussion

California municipalities are required to "adopt policies and procedures, including
bidding regulations, governing purchases of supplies and equipment by the local agency"
[California Government Code §§ 54201-54205]. Generally, cities must provide public
notice seeking cornpetitive bids for city contracts which exceed a threshold estimated cost
to perform, and award those contracts to the lowest responsible bidder. A "competitive
bid" is the price at which a responding party offers to provide the goods or services the
city is seeking. To qualify as a "responsible bidder," the responding party must

. demonstrate the quality, fitness, capacity, .and experience to satisfactorily perform the
services being solicited. The City of San Jose's solicitation and award of contracts for the
purchases of goods and services is governed under Title 4 of the San Jose Municipal
Code. .

In a report filed June 22, 2005, the 2004-2005 Santa Clara County Civil Grand
Jury found:

Several recent, high-Visibility, multi-million-dollar City technology projects
have encountered significant problems, resulting in unanticipated costs,
project delays, adverse personnel actions and a public perception that
the City government is unable to successfully execute technology
projects [Santa Clara County Civil Grand Jury Report, "City of San Jose
Procurement Policies, Procedures, and Practices," June 22, 2005].

As a result of its findings, the 2004-2005 Grand Jury recommended the City
draft formal procurement policies, including procedures to manage conflict of interests
and ensure prUdent accountability; compel training on the procurement process for all
personnel expected to handle purchasing of goods and services; assign the
responsibility for the entire procurement process to a. single department; and
significantly increase the-then One Hundred Thousand Dollar ($100,000) threshold for
requiring City Council approval.

On December 6, 2005, the City Council directed the City Attorney to amend
provisions of the Municipal Code goveming the City's procurement process to, among
other revisions, centralize responsibility for purchasing, and to increase the dollar
amount of contracts requiring Coupcil approval [November 6, 2006 Memorandum].

After two years of coordinated effort by the City council, City Attorney's and City
Manager's Offices, the Finance Department, various staff members and outside
suppliers, San Jose has drafted policies and procedures to create a more efficient,
transparent and resourceful procurement process. Notably, since April 2005, San Jose
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has had as its Chief Purchasing Officer a person who demonstrates business integrity
and effective leadership skills and, as of January 2007, an administration committed to
govemment accountability and the openness of its dealings.

The following are among the significant improvements San Jose has made to its
procurement process:

• Under the San Jose Municipal Code, adopted February 27, 2007, the,City's
Manager, Attorney, Auditor, and Clerk are authorized to enter into specified
contracts without Council approval that have a maximum value of $250,000.
The City Manager is further authorized, without first seeking Council approval,
to enter into contracts for goods with an estimated cost to provide of
$1,000,000; services with an estimated cost to perform of $250,000; and all
other purchases with a maximum value of $100,000.

• On a quarterly basis, the City Council shall receive a report describing all
contracts entered into by the City's Manager, Attorney, Auditor, and Clerk
which were valued at $100,000 or more.

• To centralize purchasing, responsibility for managing the procurement of
goods is now limited to a Council appointee, the City Manager, and the
Finance Director. However, since contracts for services need to be
administered by the Department requiring the service, a Certified Contract
Specialist (CCS) position has been. created in each Department expected to
procure services. The CCS will liaise with the Finance Department and be
required to attend specialized training and regularly scheduled meetings.

• On April 23, 2007, more than one hundred employees attended procurement
training conducted by the Purchasing Division, and, in or about July 2007,
more particularized training will be given to the Certified Contract Specialists.

• To ensure integrity throughout the procurement process, San Jose enacted a
policy requiring, among other safeguards, that all persons involved in the
process disclose in writing any potential conflict of interests, maintain
confidentiality, and report any perceived misconduct to the Chief Purchasing
Officer.

• An online Request for Proposal manual, scheduled for publication in May
2007, will provide guidance for staff, suppliers, and the public on the
procurement process.
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Conclusion

The method by which San Jose accomplished the restruoturingof its
procurement process illustrates how a unified, interdepartmental strategy, implemented
by dedicated city officials and staff, can have a positive influence on public policy. This
project also indicates those in decision-making positions at San Jose are genuine when
they promise to conduct their business under pUblic purview.
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