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- Pacific Gateway Concessions
1150 Notth First Street Suite 220
San Jose, CA 95112
Telephone: (408) 924-0911  Fax: (408) 924-0918

Via Fax (408) 998-3131 & U.S. Mail
May 29, 2008

Richard Doyle
Office of the City Atiomey
- City of San Jose, :
© 200 E. Santa Clara Street, 16" Floor
San Jose, CA 95113

Dear Mr. Doyle: -

Further to your letter of May 27, 2008, we will be submitting a supplemental letter in support
of our appeal by the time frame proscribed in your letter, tomorrow 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 #t will take at least ten days to
produce the information we have requested. Accordingly, we respectfully request that the
“City Council postpone the vote on the recommendation until the requested documents are
received, so that the Council and PGC have the entire record before it, and a competent and
fair hearing. '

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

Javier Vega
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. B5/30/2008 16:38  408452971p DELAVE INC PAGE
: GE  B2/92

Pacific Gateway Concessions, LLC
1150 North First Street Suite 220
San Jose, CA 95112

‘ . ‘May 28, 2008
- Viaemail & fax-delivery 408-573-1673

City of Sap Jose Airport Admjnistration
Attention; William Sherry -
200 Bast Santa Clara Street, 16™ Floor

- San Jose, CA 95113

Desy Mx. Sherry:

"As u follow up to our previous verbal requests Pacific Gateway Concessions would Jike
to request copies of the following:

1. All other Competitor Bids/proposals in response {o the RFP

2, Minutes/Transcripts of All Evaluation Committee meetings regarding the
relevant RFP

3. Minutes/Transcripts of Alt Airport Commtss:cn meetmgs regarding the
relevant RFP

4. Reguest of all documents from Rossman (the investig ator) regarding his
investigation of PGC's protest

8. All committee member backup/detail to the scores of all of the competiters
bids

6. All emalils and similar corresmndence between committee members re the
relevant RFP

7. All emails and similar carrespondence between Commission members re
the relevant RFP

8. Ali minutesftranscripts of meetings between PGC perscnnei and
evaluation committee members, commission members, the Airport Director,
ang the April 28, 2008, meeting with Rossman

Sincereiy, :

Javier Vepa
Pacific Gateway Concessions, LLC

CC: Kevin Fisher, Sr. Dreputy City Attarney
William Sherry, AAE, Director of Avistion
Walter C. Rossman, Chief Purchasing Officer



B5/30/2088 16:38 4884529710 DELAVE INC

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 Airport' Administration.
Attention: Walter C. Rossman, CPM
200 East Santa Clara Street, 13% Floor

- Sen Jose, CA 95113

Dear Mr. Rossman:

As a follow up to our previous verbal requests Pacific Gatewsy Concessions would like
to request copies of the following:

1. All other Competitor Bids/proposals in response to the RFP
2. Minutes/Transcripts of All Evaluation Committee meetings regarding the
relevant RFP :
3. Minutes/Transcripts of All Airport Commission meetings regardmg the
relevant RFP
4. Request of all documents from Rossman (the investigator) regardmg his
investigation of PGC's protest
5. Al cnmmtttee member backup/detail to the scores of ali of the competttors
bids
6. All emalls and simitar correspondence between commsttee members re the
relevant RFP
7. All emails and similar correspondence between Commission membsers re
the relevant RFP _ _
8. All minutesftranseripts of meetings between PGC personnel and
evaluation commitiee members, commission memibers, the Airport Director,
‘and the April 28, 2008, meeting with Rossman.

Sincerely,

Javier Vega
Pacific Gateway Concessions, LLC

CC: Kevin Fisher, Sr. Deputy City Aftormey
William Sherry, AAE, Director of Aviation
Waltet C, Rogsrman, Chief Purchasing Officer

PAGE Bi1/82
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PROPOSED QUESTIONS FOR CITY STAFF

1. As part of protest and PGC allegations of bias and conflicts of i interest did you do the
following:

~ a, did you have a face fo face interview with Javier Vega before reaching your
decision on the protest by PGC 7~

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

- e.did you have review the calculations and related notes on how evaluation scores
of HMS Host and PGC ? :

2. Prior to the appointment of Phaedra Ellis-Lamkins did she disclose the potential
conflict of interest as Executive Director of Soubt 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 of 5: 2. b.) to "determine if the persons's

. participation would create a conflict of interest. ....with paid and unpaid 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 Jose, Inc. Exedutive
Committee merabers 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
of RFP) and May 30, 2008 ? (Comumcatmn Protocol of City
Councﬁ Policy #0-35 prahxbﬁs such contact until expiration of Protest Period).

5. Did you ask Ellis-Lamkins the following:
1) did she meet with Javier Vega at the Union Office on June 7, 20077

2) did she tell him she had a relationship with HMS Host and would be supporting
them 7 : :

'3) do you have a relationship with HMS Host; if so, what is the nature of that
relationship ? ‘

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

a) what are the éverage dues of the marriott/hms host employees ?

b) is her salary paid by union dues and fees 6hazged 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

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

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

9. Did you, Walter Roséman, 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 of Areas USA whether Airport
Director Sherry stated that "DeLaVe and Javier Vega were undesireable partners™ 7
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I, Iavier Vegz, horeby declars the following:

1. Ihave personal knowledge of the facts st forth hersin and could mmpetentty tzsufy
thereto if called to testify us « witness befors a cowtt oflaw.

2. | am founding meraber of Pacific Gatewsy Concessions, LLC (PGC).

3. The week of Jume 4 — 8%, 2007, T met with Phaedra Eis-Lamiins athﬂ' office Jocared
at 2102 Almeden Road, Sunc 107, San Jose, CA 95125.

4, Twentto visii' her and introducs myself and PGC to ker as 2 potentjal proposer on the
antivipated Alrport Copsessions RFP.

5. On this date Phacdra Ellis-Lamkins stted to me that “she did not know who wo wére
but that she already had a relationship with HMS Host and that is who she would be
suppomng

6. Upon heating this, the meeting sbraptly ended.

1 declare under ﬁenalty of pegury voder the Inws of the Sate of Califarﬁiam the
foregoing s true and coxrect :md that this declaration was executed this 30th day of May -
2008, ot San Jose, California.

QS!BQ ‘Qﬁ
Date -

R
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Attachment A

November 17, 2006

To Whom It May Coneern:

Please accept this comespondence as a fetter of recommendztion for
Afrpért Managerent Services LLC dba Hudson Group

Air;ﬁorf Management Services LLC dba Hudson Group (Hudson) successfully opérates
fiftaen newsstands, two nawsstand/coffes shops, hree bookstores, three specialty shops

and ons unit which succnssful!y incorporates thrée concapts - newsstand, bookstore and

Radio Shack . ;’

Hudson began lts operalions at Seatfle-Tacoma mtarnatlcnal Arrport on Aprsl 1, 2004 with
the award of four newsslands on a newly constructad Concourse A, Hudson toak ovar

operations on the other units throughout the airport when the Mastar Agrasment with
HN‘S Hcst expired on December 31, 2004,

' Dunng the design/construction of both the new and renovqted units, Hudscn spared no

expanse in crealing first-class units through the use of urique designs and quatity
matedal, They successfully inoorporated a "sense of place” for the Paclic Northwast
thema in thalr storefronts and interior space.

Throughout this period of Gperation, Hudson’s corporate and local staff has consistently
exhibited reliabiﬁty, professionalise, and the commitment necegsary for successful
akport operations. Hudson's uhits are always well-stocked and dean. Hudson's staffis
well-trained, consistently provides excelient cusiomer services, and is responsiva to thn
needs and wants of the fraveling public as well as the aerport

We are extremely pleased wz*h the quality of sewace managament ahility and store
operations provided by Hudson. Please do not hesitate to contact us if you would like
additior-ai information,

: Sinc:»'are!y, ‘

Amy SBaw : Elaine Lincoln

' Marxager Aviation Cbmmerczal B_zsmass N . Concession Manager

296»4’334606 e

Sealtle-Tacoma
International Alrport
PO, Sax 68727

Saattls, WA 58168 U.S.A,
TELEX 703433

. FAX (205) 431-5812

®

Refornca Lattars P 3
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HORRAN Y. [HIKETA

SAN JOSE

INTERNATIONAL
AT RPORT

April 4, 2008

Dominic Lowe ‘ :
Westfield Concession Management, TLC
13661 Wilshire Blvd. 11" Floor

Lés Angeles CA 90025

Subject: Netes of Titended Award for the Novman ¥, Mincta San Tose Internalional
Alrport Tood, Beverage and Reiail RUP '

Dominie:

The City of San Jose has conciuded its ovaluation of the subject REP, The proposals
were gvaluated based on evaluation and weighting ciiteria as per Scelion 4 of the RFP.
Osre Proposer, Flost Intarnationa), Ine., veccived the highest scores for each of the four
individual packeges, Consistent with Section 4.1 of the RFP, siefl'is thetefore
recoramending that Packages 2 and 3 be awarded to the scoond highest scoring Proposers
for those two packages. Staff intends to recommend to City Connell the award of the
resuliing concession 2eresments as detailed below: '

Packege | - Host Inteznational, Tne.
Packags 2 -- AMS.SJIC IV
Packags 3 ~ Areas USA SJC, LLC

Packase | 6739 | 7,546 A4

Packape 2 6678 | B1l8e 9,334 ]

Prckage 3 ‘ 9,563 3,446 3,606

Packnge 4 9,635 1,95 g424

Package 3 ‘ ‘ ' - 7,303

o
AN JOSE

Fotrrgrea et 1532 N, Pt Sirat, Seliz 600 » 5o Fve, TA TSR « Tol DASOLTEON » Faxt 005731675 » wreale.ovg

PR




Tor a Lroakdown of evaluation scores ov company and evaluztion criteria see Altsolmen
A

[
et

accordence with the pmiesé procedurs outlined in the suiiost REP, aivy protest
regarding this decision is requised fo b filed in wriling o the profest hearing office
i"c enced in the subject RFP within ton calendar days of the daie of this notice, Tho
srotest ahall q!ata the grounds for the prolest as well as 2t the facls relevent Lo the »rozcst.
I the event that you do not desivs to paplest the award, but svould Bike foediback on the
Hiy's o c’;ss, we are available to provide sn informe! debrie 1;...,

We approciaie your intevest in da\*g bugiresy wilh the Ciiy wi' San José,

Ploase confast meif you have any guestions.

Sincarely,

syl

v

wary'l,

Procuramant Condaat

o William FL 81 11Ty, Litractor of Aviation

e @% g;ﬂ;}xagg.. ’—"‘l' )
+ . £ - u
SA.N ]QSE “INTERRRTROBAL i

Crrciae, GF Wi DT LTIR N, Fist Steest, Subbe (00 - S2a Jote, TA LEE + Tok 405.5017500 - P a0t SR207E - e imin ATRE R :
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City of San José, California

| - COUNCIL POLICY -
TITLE: | PAGE POLICY
| 1of5 NUMBER

PROCUREMENT AND CONTRACT PROCESS 0-35

INTEGRITY AND CONFLICT OF INTEREST _ |
B EFFECTIVE REVISED DATE

DATE '
2/6/07 _

APPROVED BY COUNCIL ACTION ON 2!61'07

Background .

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. toeducate City employees, consultants, uncompensated outside parties, and
any person involved in the decision to award a contract about potentlal
Conflicts of interests; and '

3. - toestablish guidelines for procedural screening of Conflicts of Inferests.

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 cther evaluations which lead to an
award of a City contract.

Policy #0-35



City of San José, California

COUNCIL POLICY
TITLE: | PAGE ~ | POLICY

| | " 20f5 NUMBER
PROCUREMENT AND CONTRACT PROCESS 0-35

INTEGRITY AND CONFLICT OF INTEREST

EFFECTIVE REVISED DATE
DATE
2/6/07

- APPROVED BY COUNCIL ACTION ON 2/6/07

I Commumcahon Protocol

This section describes the characteris’ucs 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 Sdlicitations and prior to Submission deadtine for Soiicitatiohs:

After issuance of solicitations, all contact between prospective respondents and the City
must be directed fo 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. Affer 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 foliow the
procedures for protest as indicated in the solicitation document. Dunng the protest
period, City staff, elected officials, and consultants will refer ali inquiries fo the Protest
Hearing Officer identified in the solicitation document.

E. Aﬁer Comgietion of Protest F’enod

- After {:ompietton of the protest period, contact between prospective respondents and
City staff, elected officials, or consuitants is permissible.

Policy #0-35



City of San José, California

| COUNCIL POLICY |
THLE: | " [PAGE POLICY
| 30f5 NUMBER
PROCUREMENT AND CONTRACT PROCESS 0-35

INTEGRITY AND CONFLICT OF INTEREST

EFFECTIVE REVIS.ED DATE
DATE - '
2/6/07

APPROVED BY COUNCIL ACTION ON 2/6/07

n Respondent’s Code of Conduct

By submitting a response to a City solicitation, respcndents 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 poiicy, respondents may nof

» coliude, directly or indirectly, among themselves i in regard fo 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 fo disclose material facts during the evaluation process. :

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

H.  Confidentiality during Evaluation Process

City-staff, consuitants, and outside evaluators, who are participants in the evaluation
process are required to sigh 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 lnterest

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 inferest in order to ensure that City decisions are

-~ made in an independent and impartial manner,

Policy #0-35



City of San José, California

, - COUNCIL POLICY
TITLE: ‘ PAGE : POLICY
40f5 NUMBER
PROCUREMENT AND CONTRACT PROCESS | 0-35

INTEGRITY AND CONFLICT OF INTEREST

EFFECTIVE | REVISED DATE
DATE e
26107

APPROVED BY COUNCH. ACTION ON 2/6/07

In general, Coimcn! Appointees shall take measures fo ensure that the City avoid any
conflict of interests in procurement processes of C:ty contracts Speczf ically, these
measures include that

1. professsonal procurement and contracting staff, including buyers, managers,
department heads, members of the City Atforneys office and others who regularly.
participate in the makmg 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 reguiarly involved in City procurements 1o review this Policy
" and other ethical standards and to elicit such information from them to enabie 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
- ¢. paid and unpaid consuitants who assist in the procurement process

3. the person managing the procurement shall discuss any potential conflict of interest
identified with the City Attorney's Office and document the resulting determination,
and {ake appropriate action including, but not limited fo, removal of an employee,
consuitant, or outside uncompensated party from the procurement activity or
cancellation of a solicitation. 7

4. the City Manager, in consultation with the City Auditor and City Aftorney, publish an
administrative policy outlining the procedural elements of this Councit policy.

This Policy is intended to set a balance between careful adherence to good
procurement and contracting principles together with thorough examination of potential’
conflicts of interest against an undue burden on the participanis in procurement and

~contracting processes. By establishing the following exceptions to the procedures to be

administered by the City Manager, it is not intended to suggest that there is a lesser
requirement with regard to ethical standards, but rather a need o have a less
burdensome process with regard to certain procurements and contracting activities.
The following competitive processes are not subject to procedura% requirements as
administered by the City Manager:

1. Any contracting activity with an estimated value less than $100,000.
2. Disposition of goods as described in the Municipal Code Section 4.16,

Policy #0-35



City of San José, California

COUNCIL POLICY
TITLE: ' | PAGE POLICY

' 50f 5 NUMBER
PROCUREMENT AND CONTRACT PROCESS |05

INTEGRITY AND CONFLICT OF INTEREST

EFFECTIVE REVISED DATE
DATE
216107

APPROVED BY COUNCIL ACTION ON 2/6/07

3. Award of grants by the City with a vaiue below $10,000.
V.  Allegatfions of Conflict of Interest

Prior to the solicitation release up to award of contract, any allegations of Conflict of
Interest by a City employee, consuitant, 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 shail
investigate the alleged misconduct, in consuitation with the City Atterney’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 Atiorney’s Office, the City’
Auditor's Office, or the Mayor or any City Council Member about any alleged
misconduct.

Palicy #0-35
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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. :

AFTER 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 lNQUlRiES 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/ANQUIRIES 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 TS RELATED

Oclober 11, 2007

ENTITIES;



EVIDENC )F ENCORRECT INFORMATION SL..HTTED 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 SUCH AGREEMENT,

PROPOSERS OR ANY PERSONS WORKING lFOR OR REPRESENTING

POTENTIAL PROPOSERS OR PROPOSERS MAY ADDRESS 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 408-204-9337 (TTY) AS SOON AS POSSIBLE, BUT AT LEAST THREE
BUSINESS DAYS BEFORE THE MEETING/EVENT.

October 11, 2007

il
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NORMAN ¥, MINETA SANJOSE SRNATIONAL ATRPORT,

FQOD, ERAGE AND RETAIL, CONCESSION REP

= lIrregularities of any kind exist that fend to make the proposal incomplete,
indefinite or ambtguous

+ Exceptions or modtﬁcatlons 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 condifions, 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 fo 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 wilt be presumed that the Proposer has read and is
~ familiar with all the RFP documents. Therefore, after receipt of a proposal by City,
- no request for modification of the proposal and no claim for adjustment of any
- provisions of the RFP shaill 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 Agreemént ‘

If any language in this RFP conflicts or is inconsistent with the language of the

Exermnplar Concession Agreement, the terms of the Exempsar 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
andfor City sfaff;

¥ A Proposer’s default in the operation of a food, beverage and/or retail concession
which resulted in the termination of the Propcaser

7 Existence of any unresolved litigation between Proposer and City;

Oclaber 11, 2007 18 SECTION I GENERAL INFORMATION
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 NORMAN Y. MINETA SANJOSE]  RNATIONAL AIRPORT FOOD..  RAGEAND RETAIL CONCESSION REP

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 wiiting to the City's Protest Hearing Officer prior to the submission deadiine 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:
Altention; 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, the Protest
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:
- Aftention; Walter C. Rossmann, C.P.M.

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

14210  Special Conditions

1.12.10.1 Airport Environment

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

* The SJC customer has a limited amount of time to Spend in restaurants
and shops and must be served quickly.

* Fac:thtles 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,

¥ Major flight delays, generally weather related, are not uncommon. An
airport is affected not only by local weather, but by weather in other parts of

October 11, 2007 o 20 SECTION b~ GENERAL INFORMATION
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" Attachmant #4
To Addendum #3 :
for & Food, Beverage and Relafl
RFP atthe Norman Y. Minele
50 Jose International Alrport

?auﬁc Gaieway Concessions, LLC
1750 ?\’crm First Street Suite 220
- San Jose, CA 95114 _
Phone: 408-924-0911 Fax: 408-924-0018

Novembaer 4, 207

Viah 2‘\-!-92}:&'0; v

Autention: Walter C, Rossman, CP.M.,
20 Fasmt Sania Clars Streat, 137 Flane
San fose, CA 93113

Re "“351»: to the Food Beverage and Rewil Concessions RFP

Dear Mr Rossmam

Wa respeoifully submit ihe following objecsmns to ihe Request For Propesals for Pood
Beversze and Relall Concessions issued by the City of S1a Joss ("Ciy™) for Congcessions -
z 2 Normman Y. Minsta San Jose Isteronsdonel “»:rporz cn Octobar 11, 20607 (e

“REP™. mursuant 1o Seciion 1.12.8, Objestions o this RFP

L

=

o OQur st 0‘11'{’:0':0%1 relates (o a cifpn b 12 ’)bi jong 1o this REP, &s read in
Lenjunciion wibh Sectian 1129, Frotes med \\L dvjact o having Lo submis
onr.-CHG'l:v or risk losing our rxgh‘ 10 @ future protest  a document that is rot in fingl
form, and will.not be in it final forin wptil Nove u\m 20, 2007, i the Ciry, mmum
s REP qussmn and aaswer process, makes changes o the REP to sccommaodaie the '
raising of similar issues, the ehjections cuntaine o hersin could be renderad mom by
such actions.

J)

nzpative blag uurr.m ¢ oviluauon process resulting fome oo 0;‘-3 &tiion the Ciiy's

RYP vision, but as 'Wﬂ\ﬂomtv stalad, af W ! i 1'3-* tese objections we will
aurported)y forfzit our right 10 make them o L inu :\;P document or followiag the
selzction of & Proposer.

Furthermiore, any pariy raising oimuu n3 ai this poi ”1 must be concamed abour auy

W therefore requesh: 1. that any objections o the RFP be towia‘cred withou

disclosure o the Ciry of the parly raising the chiestion; and 2, that the Chy be

requiired to amend (he RFP to delets the requircmant th i abjections must be (Hed
prior 10 the conclusion of the seleciion procesy.

2. Our second objecton relates, o RFP Seetion 4.1, Evaluation, regarding the manoer in
which the individual packages i_ T I and TV tihe “individus) Packapas™ dre o be

ffa_ga 10f3



 Proposers and thelr subconcassionaives.

Allachment #1

To Addendum #3

far 4 Food, Bovorogs snd Rotail
RFP at the Nprman Y. Minata
San Jose international Alrport

conpanas 0 Packege ¥V, We beiieve that the comdi ien of salv anurding 2 singt
Tndividos! Package per catagory to aay single rogpondent s arblivary i (het sam
respondent has the highest evalugted score in more than one Tndiv idtusl Pachage ¢
the semg calegory. Furthmuor@‘ undar ihe prdpesad oy atuation methid, i the same
respondent wers to have (he highest evaleaed scorg in more than one [adividual
i
b

Package of the same calegory. ey waould per ¢ be dis =d¥’m‘::%3i:‘ over 3 Pockage ¥
&1 Y g
raspondent owing o the re Hance by the C iy an l‘w satire of the nexi !:mn&?t i m!«:‘d
3 calouiaieg avers

DrOpoERL T deteniing i

Individun! Packeges] for comparkson w !’::i age V. \'%"‘::- raiged simii:ﬁr oon »r'; in s
peer to Kevin Fisher, Senior E'k,,t“. City Augrasy, deted August 17, 2007 ang
recaived a response on Semoebir 7. 2007, Lot atached, Hawever, wi were not
satisfied with the Ciiy™s ratfenale thar competition is fosierad by prohibiiing the samp
Proposer to be awerded morg (han one Individual Pagkage wikin the &
]\O{' were we reassured by iha stnted expacintion that the Alrporr will not see ncze
variaticns in the soores of e ©p proposds for the Individuel i WIS,

1
i
H

ot

1 othe gosd of he REFD is ia foster wmpcuum. the peemisl of swarding a¥
concessicns 10 3 3ngie conomsier wira under Packege ¥V runs diracily coustar o that
poul,  We understand the o mui:w of comparing the refmive marls of a single
soncession Dpc“'*mr 5 Proposal o Froposals for Individusl Packeges, but we conlend
that such comparisons shau:d ba per torme:! in & mapner that dees ot Pt aay
‘D

roposal at an unfair competitive disadvamage. Wz do nol believe that the
subtontracting requirement placed on Packaze V Proposals of 75% of the squore

(R

o "‘d”“ fosiers o ‘.':Du!ilt;q ..\:T.‘!C& 'i\’ 1o overcore e oo JD%‘.‘HV dizadv
pla.ed on Propesers of Individyal Puckages. This is partioalarly wue b Nk se h:-

does not require the exisEnce uf irrgvaoeh

(e

"L :‘mﬂ‘tm On s

parmit & seleciad Package V Proposer to impose whaevos :cws
suhzonsessipnaires, Wao af thar poins would have Hule choioe b o agroz 1 they
L"

wamad (0 operate & the Alrpoct

Therefore, we respectielly request that the Cliy reconsider its resvriction on awasding
only ong Individual Package per calegory. or i the altemative, tat the City wse the

Fighest evelualed scores 1o ) determing the calevlated iverage scorz, even if the Cy is’
aliowed 10 selocy the naxt highest ranked propaser in the scenario doscribed ebove in

“which the sems Proposer has the ngqe\l evaluzizd g2 o b sngre thana one iﬂ:ih'?{fu'ﬁ

Package of ibe sém'a category, We also request that the RFP bz amended 10 requ
Package V Proposers 1o submit, in addition to its st of suggesisd s,dtnonc.uswoms

required by Section 2,11 and the leners of intert required by Sexion 512, srgau&
contingant agreements with its subconcessionaires seliing forsh the terms 1o whiich the

panfes will be bound shou]d the Packuze ¥ Proposer be salze

Qur third objestion, also 1w RFP Ssction 4.1, Bvaluation, is 10 the weight given 10
sebjective critzria versus cbjecive data which go\;id 2asily result in an ashiary end
unfair selection process. Cutrenily ealy 230 polnes out of & otel of 1399 poins 1003
for written proposals zad 300 Yor oral prexentations) of 19 23% of the mavimem

Page 2of3
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Altachment 32

e ' To Addendum &3
_-_{'ﬁ{*{ 7 f’ﬁ%& fnr 2 Food, Beverags and Ralall BFP
5 ,n’&."'s- at Fhe Norman Y, fineta San Joss International Alrpost

{ AV m—

bAN jOSE " ‘ - | ; " Finanee Deparinent

T v SN VALLEY PURCHASING DIVISION

December 18, 2007

Mr. Jevier Vaga

Pacific Gateway Congessions, LLC
‘1130 Nonh First-Sirost

Suie 220

Sen Jose, CA 95112

Re: Objestions (o the Food, Beverage end Retail RFP
Dear Mr, Vega:

s is in respongs o your ietter deted November 6, 2007 seiting forth objections to the Regquest
for Praposal for Food, Beverage and Retajl Concessions ("REP) issued on October 12, 2007 by

-the Ci“ of San Josg (PCity™) at the Norman Y. Minsta San Jose International Airport, submittad
pursuant 10 Section 1.12.8 of the RFP. ‘

—a—t

Your first objection is that the dmeframe for submission of objections w the structure,
content or distribution of this REP; specifically, the requirement that such objections be
made by the deadline for questions zelated to the REP. The City’s response is that tis
cutnff date enables staff to consider and respond to objections and modify the REP through
an addendum, o8 determined by the Ciry. .

Regarding your conoern aboul eny ucg:lmm bies dmm*r the evaluaiion process resulting
fr om your letier dated November 6, 2007 or any other correspendence, [ request that

efer to my email datad 1\0 vember 8, 2007 (see Anachment | io this letrer)

ng
YO

M

Your seo o*ri abjection is the masner in which the individuel Packages [, If, DI and [V ere to.
be compared 9 T‘a\.kncw V. You state that only awarding one individual package per
category {food and beverage or rnt:ul} to a single respondent is axbilrary if that raspandent
has the highest eveluated scorey for both individual packages in the category.

-

The City’s response is that the structuring of the RFP in this respeet represents a rezsonable
effort to meet the goal of maintaining 2 high level of customer service in the coneassion
oropram by fostering competition betwsaen vendors. Limiting the mumber of packages a
comoessionaire can be awarded inherently creaies a competitive almosphers between
vendors, which in turn is expected to result in better customer service, product assorments
znd coneessions.
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Altachment #2
To Addendum #3
Tor a fond, Boverage and Relgl RFP
at tha Norman Y. Minota San Jose internatineal Alipoi

pred

ar letter, you elso contend that the Package v’ scar hould
hast scores for the bve individual pschag
Lo one regpondent who could oaly be '*'\”!rd% o

e
alofry

The City's responss is that compariag the scores of the ps omm,h “?

through IV hat are reconunended for award againg: Pasitage
seoring methodology beoauss these are the peckages thal w ould actu

later imnpiamented.

b, i the sceond objection of vour feiter, vou stale that Al CONZERHONS 10 A .\‘-i:‘-iizl
-epneessionairs under Packege V oruns counier 1o ¢ tha ¢ B i

The Cin's response is thathe makinem amoeunt of o o sounze fo
winning proposer in Package V can opsratz is 25%, witiie a miniman o T3% ol ihe
souare fhetege will be sub-conteactzd (o thivd partics. The preseacs of at s T9%of
e run by thivd pastios will genzeale a hizh depeoe of sempaililon bawaen

COROSRIDOMTES,

i Iy .
IR .«} the

11 (we were not able to
which refarsuces a lgtof sug

mEesed
vave Vosubmil sizned suboonuessianeine
Tha City's respense is et in opder 10 maintain a tevel ploviag field o *»':c.ziai nat b
oguitebie ro add e additiosal reaulzement to the Pac‘.\.',rz" WV proposars thet would an
he regquized by all poteniial proposers acrass ali packagss, Further the L's?y GOTS, BT
wan 13 Inserfore with e L'm'.::&'"'*al relationship bobwesn the Cltv's o
o

o
sovssssionalros,

I3 TITHS 95 meocshoriesiine o . wali
.1 of the REP, 230 cvalundon poinis e poasikia

o '»3',:& &“. iathe
ar ‘n:;.}:.ﬂ"'\'ﬁ

=1 .t Pt
cvaiu-’u.m ervieria should b

% of the seore of the writlen mapasals o Ry
2l o

23
i E b weight to uq,' evaiuaion b add
{the Chiv's wzacass%n.; oregram, ihe City has other goals wazh

fayn
neneess, such 23 eoanl mix, cusiomer u sacmr and the gvarsi|
The evaluaive oriteria are re.ﬂ'scdvc 0' ail RFP objzesives,

Your fourth objection relates to the RFP being silent on the seomario in )
made or accopied for one or mors of Packages [ through [V 2nd how in such sircumstences =
comparison wauid be made het ween the individual packages for which thers are proposals

and Package V

200 East Savtg Clara Sirzet, (3 Flaor, Son Jore, T4 $513 Tei, (18) 5359050 Foxc 1305 834456 wnw._unioscecr gove



Altachiment #2
To Addendum ¥ Pags 3 of 4
far a Food, Beverage and Relell AFP =
at tha Norman Y, Wineta San Jose In’nrra jonal Adroont

fi Cu y is fo recommend the packege(s) thet besi nest the sveluation criterin
owlined in % ¢ RFP. No onc ¢an be certain of the qualiry of the propasals the City will

_ receive; however, the October 30, 2007 RFP Pro-proposa #l conferance, was attended by 107
sizkebolders copresenting a wide variely of companies (et traditionaliy propose oy aliport
soncession cupcf:uu ties, "\‘w-"'* are confident that the strong inlerest ”*3?13}’“& at the pre-
‘proposal conference will transiere {nto a highly competitive bid process for the concession
REFP opporturities. T'! address the poteatial sconerio, as eulll m ﬂ Four. letier, the City has
emended Section 4.1, “Bvaluation of Packages 1,11, { {11 and IV vs, V" of the RFP in
Addendum nuntber 3 of the RFP.

[ &ppreciaze your interest in the Retall, Food and Beverage RFP and submission of vour concems

v
M

regarding the various aspects of the RFP. For the City to achieve Hs-operational objestives, the
majorily of fssucs saised in your lerter wit] not result in the Clty maending the RFP document.

The City is taoking forward o your company’s respanse to this RFP.

Stnceraly .,

Walier C, RossmmenTPM.
Chiel Pwrohasing Officer

260 Eeyt Semia Clora Strewt, 13* Floor, San Jose, CA 95713 Tel, (408) 5357030 Fox {408) 292-4430 ww&‘.scmjoﬂm_gav

quree e



Attaghment £2
o Addendum #3
for a Foud, Beverage and Redafl RFP Megs dold
ER i‘ne Nonnzn Y. Mineta San Joss intsrnabonal Alrpart

Ay Rcmnmb to letier from Mr. Vega, dated November §, 2007

T
e
n
} "
£i
]
e
i
p=s

famin recaipt of the ie“tef dated Novamber §, ,.:)w iri wn.ch yoy rslzad nhjzctions o tha farm and
conizni of tha Cily's Food, Beverage, and Ratel]l Concassions RFP.

 Pisase acts ihalany islier recsived Gy the Cy is congidersd 2 pu bbra:;\ d. Addidonally. any
subsizative information recaived as part of the prosurement procass is publishad o eil poianiial
rmas«:rs ol Ehsn Porcass, Thersiors, the Sily wilt respang ‘oy ri.»:--,m in wiiting iz 2n 2ddendum
s s REP and sifach your L. B io the RFP,

Regarding your soncern fal iha objeations raised fray e resuit o g negative ‘t}i" toweards & proposal

e fim, :‘..:.,-"'Eif.. avelyziisn commit Hife

t*ﬁ by vour fym, pleass nole thel the avaluziion commi *.,evnif*

TIDBTS a7 char ‘,eﬁ o avalugis 2l preptiels scoording ls e -»‘:; RS au%[i_ned iviha BF2 ores,

(h

i~

Wagiar C. Mossmann, 07,34,
Chief Purchasing CliienDepuly Dirsclor
Finanoe
(Chy of 8an Joss
200 & Sanla Clare Streal, 130
8zn Josa, CA 95113
P 408-835.7057%
Fax: A03-282-5480

wallar TosSmannEsar C3ETEH0Y

P
1530

200 Sast Santa Clasa Strcet. 13° Floor, Son Jose CA 95113 Tel, {€08) 5357050 Fuax (408) 2926289 wwe sarponecz, sov
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Pacific Gateway Concessions, LLC
1150 North First Street Suite 220
San Jose, CA 95112 - APR 1B 208

April 16,2008

Via hand-delivery

City of San Jose

Attention: Walter C, Ressmaa, CPM
200 East Santa Clara Strect, 13™ Floor
San Jose, CA $35113 ‘

Re: Protest of the award recommendation by I aufic Gateway Comessmns LLC (PGC,)
(DelaVe, Inc. 50% Ownership Interest in PGC)

Dear Mr. Rossman:

We respec_tfuliy submit the foﬂowiﬁg Protest of the award recommendation made on
April 4, 2008 for the Norman Y. Mineta San Jose International Airport Food, Beverage
- and Retail 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. PGC has reason to believe that certain members of the Evaluation Committee
appear o 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 Committes member Phaedra Ellis that
she was going to support Host/Marriot proposal because she has a union relationship with
them. Not because they presented a financial package that was better for the City of San
Jose, not because the Marxiot was more experienced in the Alrport retail business, but
because it was better for her union relationship, This was communicated by Ms. Ellis 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 fair and equitable when.
committee members like Ellis are predisposed, irrespective of the benefits to the City? Is
the goal of the Committee to protect the self serving interest of one member, or is it to
- proteet the interest of the citizens of San Jose? Redundantly, Ms. Ellis, and anyone c¢lse
with such a predisposition, without properly weighing the merits of other compeétitors,

should be summarily disqualified from the Commiltee, or at least in votmg 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. PGC
believes this to be a conflict of interest, therefore disqualifying Ms. Shaw from the award

process or otherwise requiring that she recuse herself from the evaluation commitiee.



[n this connection; wrther to paragraphs V (Allegation of Coruict of Interest) and V1
{Allegations of Misconduct) of the Procurement and Contract Process Council Policy;

PGC request an mvestlgmon of Ms. Ellis, Ms. Shaw and all members of the committes
where approptiate.

3. There is also evidence that lobbyists were used by three of the competing
bidders (o procure an award of this contract. Though hiring of lobbyists in and of itsell
does not necessarily rise to the level of wrongdoing, it definitely clouds the clivnate of
integrity sought by the City Council/The Mayor and iterated by the City of San Jose's

own Council Policies relating to the Procusement and Contract Pracess, Integrity and
Conflict of Interest. Said Policy reads as foltows:

It is the policy of the Clty of San Jose (o provide « fair opportunity to participants
in compelitive processes for the award of City Contracts by promulgating
integrity and remaval of Conflicts of Interests through the inclusion of the
following components in all competitive solicitation

City of San Jose, Council Policy, Page 1, Policy Namber 0-35, Effective 2/6!07

4, In addition to the above, there are other factors which raise suspicion that PGC
was not provided an “equal and level playing field” in the Procurement Process. First,
Aitport Director Bill Sherry refused PGC's initial request to meet with PGC prior to the
release of the RFP2 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, PGC has
tearned 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
Shetry. This begs the question, was Direclor Sherry playing favorites, stacking the deck -
against PGC and otherwise predisposed, irrespective of City Interest, to vote against
PGC. Was this a case of a selective process of procurement? These are questions that
must be answered prior to the final disposition and awarding of the contract. . In addition,
one of the bidders, Areas USA told PGC that their lobbyist was informed by Dnectm
Sherry that DeLaVe was an undesirable partner, but offered no explanation. Competitor
Westfield also told DelaVe, Inc. that the Airport Director did not want to do business

Council Policy, 0-33, para: Vi Prior to the solicitation refease up lo award of contract, any ailegations of Conflicr of
Interest by a CHy emplovee, consuliant, or other participant in the pre-solicitation and soficitation process shalt be

reported {0 the Procurement Contaet. The Procurement Comiuct shall ivestigate the alleged corrﬂ:cf aof interest in
censultation with the City 4 tornay's Office and docuniant the resulting determination,

Alegations of Mivconduct: At any Hime during a soficilation process, any misconduci by e C
wr wlher participant in the pre-solicitation amd solicitoion process, shall be reported to the ¢
Qfficer. The Chief Purchasing Officer shall investigate the afleged misconduct, in conswltar
COffice gad others as (rpp; opriate...

' Can one hasbor any doubl that the conduct of Ms, Ellis, Ms. Shaw and perbaps othees, v
policy?

¥ City Poticy permits said contact prior to the issunnee of Solicitations. Sce City Policy
{Communication Protocol)



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

S. 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
letler we stated our concern that any cbjections made to the RFP would create a negative
bias toward the parly 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 such bias from impacting the evaluation process.
In spite of your assurance that the evaluation commitiee would consist of impartial
members, we are concerned that the fact of our having raised objections to the RFP may .
have nonetheless resulted in 8 negative bias against our proposal. As the result of our
objection letter having nothing to do with the evaluation eriteria 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 on the
six evaluation criteria: Tenant Mix, experience & operations, customer service, design,
financials, 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 adepted.

TENANT MiIX

Our contention is further supported by comments of the Evaluation Comnmittee
members during our debriefing that suggested our concepts, such as the San Jose
Mercury News store, included declining brands as compared to our -competitors
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 concerns regarding 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 detml upon
request.

FINANCIALS

PGC was further informed in our debriefing meeting on Wednesday, 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 tower scoting
than we might have earned otherwise. First, as everyone is aware, all MAG’s were
supported by bond. Second, this concern was not raised at any point during our oral
presentation by the Comimittee, therefore we never had the opportunity to respond or
provide the necessary support or assurances that our financial projections were accurate.
Had the Committee raised these concerns during our presentation, we would have been
able to discuss these concetns 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 financial pro;ectaons yet our
competitors still were given scores higher than PGC.



QUALIFICATIONS

With respect to the evaluation scores related to experience and qualifications, we
believe that the evaluation of our Proposal should 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 our extensive familiafity with this
community and the customers who make their lives here we have a superior quality of
experience and qualifications which cannot 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, PGC is
more than qualified to prevail on this bid given PGC’s prior successful experiences at
other International Airports. Specifically, our experience at Saa Francisco Iaternational
Airport is a prime example of our success — over Thirty Three Million doliars in sales fast -
“year from twenty two (22} stores, generating financial performance ratios (sales per
- square foot and sales per evplanement) within the “top of national airport concession -

industry standards”, As an earlier example, in 1999, PGC won an eight (8) store RFP
over Host Marriott Intemational, the then incwnbent in San Francisco — since winning
this contract, PGC 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 due diligence
in evaluation of PGC's experience. Specifically, we were informed by committee
member Terri Gomes on April 9 at the post briefing meeting that “we {The Committee]
- do not make field trips”. That’s like a viater bottling wine 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 & vacuum. Does the

magnitude of this contract justity an investment of time and effort to “make a field trip™?
The.answer is unequivocally ves, and had the committee made the effort, it would have
been in a much belter position to make a tully informed decision, and to gerainely
evaluate PGC'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 unassailable that the Committee failed to employ
fundamenta! fairness in its review of PGC’s proposal, and in awarding of the contract.
PGC submits that the process and procedures employed by the Commitiee 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 conflicts of
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 procedure and



process that reeks of uusconduct, and constitutes a fatlure of Interity in the Procurerhent
process. At a minimum, such conduct must be investigated. ‘

‘ Moreover, PGC presented a cogent proposal package for retail packages 1 and 2
of the RFP. With its vast and successful experience in other International Atrports, its
innovative concepts, and its firancial commitment to the City that was equal if not
superioy to its competitors, it is difficult to conceive a better package that would benetit
the City. Moreover, PGC connections (o 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, PGC fits that bill better than the competition,

We appreciate your consideration of the issues we have raised in this Protest.
~ Indeed, we submit that as a result of our experience, and PGC’s financial guarantee for-
package 1 (the highest of all competitors) we submit that Package 1 should be summarily
awarded to PGC. In the alternative, we submit that as a result of the flawed process
iterated above, that the Committee 1) launch a full scale investigation of all issues raised
in this Protest letter; 2) reevaluate the RFP Procurement process with an entirely new
committee, andfor 3) conduct a second vote on the PGC’s proposal after recusal of those
members who are shown 1o have a conflict of interest, a predisposition on the award, or
have otherwise engaged in misconduct, Please advise us of the steps related to the -
adjudication of this Protest to the award recommendation.

Thank you for your anticipated cooperation in this matter. Nothing in this 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 pursue any and all legal

rernedies through the Courts after all administrative etfosts have been exhausted.

CC: City of San Jose Attorney, Brown & Ramirez, LLP, Laurea MacDonald, Pugh, Jones, Johnson &
Quandt, P.C.
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CITY OF

SANJOSE s

PURCHASING DIVISION
CAPITAL OF SILICON VALLEY

April 28, 2008

Mr. Javier Vega .

Mr, Frank DeLaCruz

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

San Jose, CA 951312

Dear Messrs. Vega and DeLaCruz:

Subject: . Protest letter from Pacific Gateway Concessions, LLC to City of San Jose, dated 4/16/08
Reference: Request for Proposal (RFP) for Norman Y. Mmeta San Jose International Airport Food,
Beverage, and Retail RF P :

This letter is in response to the subject letter afleging that evaluation Committee Members had Conflict -
of Interest; issues with compliance of the City’s Lobbying Ordinance; tack of fairness regarding meeting
requests with the City’s Director.of Aviation; concerns about the objectiors process of the REP, and
concerns about the evaluation of your company’s proposal

A!legauons of Conllict of Interes

The subject Jetter makes certain allegations about two members of the evaluation committee that you

characterize as a conflict of interest or ethical misconduct, Spemﬁcally, your letter discusses the
" following: .

1. Conversation with Evaluation Panel Member. You state thet Committee member Phaedra FHis-
Lamkins told PGC representatives that “she was going to support 2 Host/Mariott proposal because
she has a union rélationship with Host/Mariott.” According to Ms. Ellis-Lamkins, that is not
somethmg that she said. There is no way to now determine what may or 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 actuaily biased

evaluation or exerted an influence over the evaluation process that would have changed the outcome
based spon any bias.

2. Let-ter of Reference. Your letter also mentions a Jetter of reference from Amy Shaw, Manager for
Aviation Comrnercial Business at the 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
‘Tecefving 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
violation of Council Policy 0-35, titled “Procurement and Process Integrity and Conflict of Interest.”

Indeed it 1s not uncommon for evaluators and staff to be familiar with the work of a particuar
proposer of proposers. This is almost always true when thete are incumbent companies participating
in a competitive process in order to continue to provide service. There is nothing inappropriate in .
using as evatuators people who are farniliar 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 proposals by various technical experts and members of the
community representative of organizations as it refates to the Airpoit’s Concession business, The
scores from alt members wewe averaged to arsive at a final score with no anc or two of them having
an overriding influence over the {)thels.

Useof Lobbyists

‘The subject letlor stggests that k}bbyssts were used by three of the competing proposers bul does not
provide any detail regarding the engagement of lobbyists or any viotation of either the City’s Lobbyist
Ordinance or Council Pohcy 0-33, utl (.d “procurement and Contract Process luteprity and Conllict of
Interest.” Specifically, Council Policy 0-35 states that “compauies which respond {o a City solicitation
agree 1o adhere to this Polivy and are individually and solely responsible for ensuring compliance with
this policy on behalf of the respondent's employces, agents, consultants, lobbyists, or olher parties or
individuals tngaged for purposes of developing ur supporting a respense.” The City Clerk’s Ottice
confirmed that fobbyists representing AMS-SIC and Westlicld were registered with the City in 2007 and
2008. In my investigation, { found no evidence of impropriety or violation of Council Policy §-35.

Eaual and Lovel l’laﬁng Ficld regarding Meetingy Reguesis

In the protest letter, your company expresses conceen that PGC was not provided an, "equal and Jevel
playing ﬁcld” regarding meeting requests with Mr. Witliam ¥, Shetry, Avntmn Iirector,

At PGC's request, Mr. Sherry met with representatives of POC twice in 20(?7. During these meetings,
Mr. Sherry did not express a reluctance to meet with PGC. However, afler PGC represeatalives broached
the subject of the upcoming subject REP, Mr, Sherey asked them to use established fines of
communication, such as stakeholder outreach meetings, io convey PGC's thoughts, concerns. and
comments about the planned REP, M, Sherry dicected the conversation towards the estabiished tines ot
communication w ensure that City staff could appropriately captare any input regarding the subject REP.

In 2006, Mr. Sherey mict tivice with HMS Host and once wilh Paradies, 4 concessionaire that did not big
on the Rf P. Conversations at both MMS Host meetings were limited to issues related W (he exXisting
operations at the airport. The mecting with Paradies was a cordial visit discwssing operations at Fu
Laaderdale-Hollywoad Int't Airport (FLLY In Florida, Prior o serving as Aviation [rector Tor the City
of San José, Mr, Shurry worked at FLL. .

In accordance with Council Policy 0-35, Me. Sherry did not have any meetings with any prospective
company potentially responding o the subject REP afier ils release.

Objections to subiect REY

Your fetter includes a discussion of PGC's letter objecting various aspects of'the RTP on November 6,
2007 in accordance with the REP document (see Attachment B), in which Mr, Vega exprossed concern
about a potential negative bias dug to the submission of objections regardire the form and content of the
RFP and requested that the Cily not release the identity of the objecting party. The City invites and
welcomes objections to any aspects of the RFP for the purpose of erzsuring, that it considers the views of -
potential Proposces on the REP’s content. Because the City values this input, the City in no way put any
objecting participant in a negative light as partof conszdcrmg objections.

As | stated in an email after receipt of the objection fetter, any docurnent received as part of the RFP
process is a public record and will be released as part of the RFP 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

200 Bost Sente Clora Steeat, 13 Flooe, Sun Jose, CA 93113 Tel, (408) 333-1050  Fux (408 1926480 “"'l’"'--"ﬂf!r""(-'\'ﬂ wor
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writing and the City shall answer to these ¢larifications, abjections, and i inquiries in writing via addenda
to the solicitation. The objection letter was relcased as part of Addendum #3 on Dccembcn 18, 2007 (see
Attachmeat C). In accordance with standard City procurement practice, the entire RFP mcludmv all
atldenda were made available Lo the evaluation commitiee,

You have offered no factual basis for the proposition that thé inclusion ol your objection letter &s past of
the RFP materials reviewed by the evaluation panel was perceived by anyone as negative or any other
way resulted in any lower scoring of your company’s proposal on the six evaluation criterin.

Tenant Mix

In the subject lefter, your company contends that the evaluation conunillee had an intrinsic lack of
understanding of basic concepts in the retail bdstness and that PGC’s concepls were misjudged. As stated -
previously, the nine member evaluation committee consisted of various technical experts and members of
the community representative of organizations as it relafes 10 the Airport’s Concession buginess. The
scores refieet the Committee's evaluation of the wrnncn material submitted and PGC's oral pwsenlatmn

Financials -
The evaluation of proposers’ financial condition and guarantee of revenue for the Airpoit was weighted ot

250 points out of a toral of 1,000 possible points for the written proposal. The table below provides
specific detail regarding the make-up of the criteria for the {inancial evaluation.

Criteria for Financial Evaluation Maximum Points for cach Criterion

Minimum Annual Guaranieg ' —— . 150 Points |
Total Percentage Fee . - 35 Points :
Sales Projections and Financials | 35 Paints

Financial Capacity and References I 30 Points
Total ‘ - 250 Poinmwz

AI proposers, including PGC that submitted the hu.hmt proposal for the Minimum Amumi Guaraniee
(MAG) received the maxtmum points in this calegory.

For the other financial criteria, the evaiuation committee’s rating of PGC's proposal resulied in a fower
score beeause of the following nuain reasons: inconsistencies between various types of financial’
information provided, low annual sales projections, and underestimated enplanement projections.
Additionally. during the oral interview, PGC representatives staied that they did not expect to break even
on this contract untit 20135 ~ dm tng the seventh year of the conteacl,

tn response to the reference of a performance bond, the protest letter states correctly that the RFP required
that the winning proposer is required to submit 1o the City a faithful performance guarantee equal 1 six
months of the MAG. This security deposit provides some protection Lo the City and ix considered a Jast
resort. it is important to the City that companies who do business at the Airport remain Ginancially sound
in order to pay their employces and suppliers and to offer outstanding scrvice to the traveling public.
Therefore, in order 1o agsure the City of these capabilities, the evaluation crileria included a review of
each proposer’s financial projections and capacity. ‘

200 Easl Sonta Clara Sweet, 13% Floor, Son Jese, CA 95113 Tel (J08) 333-1030  Fux (408} 2026480 W SAROSECa. POV
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Experience and Qualifications

The Experience and Qualifications Section of the RFP was weighted at 15% of the overall points
allocated for the evaluation of written proposals and consisted of criteria as outlined in the table below,

Criteria for Experience and Qualifications - Maximum Points for each Criterion

Demonstrate Retail Management Experience/Expertise ‘ 50-Points
Concession Program Operation Performance Standards _ 35 Points
Years in Business and Corresponding Receipts 25 Points
Marketing and Concession Promotion Programs ' 20 Points
Photos/Videos that Demonstrate Merchandise Experiise : 20 Points
Total . - 156 Poinis

To ensure faimess in the evaluation process, the members of the-evaluation committee were charged with
evatuating proposals in accordance with the evaluation criteria. 1f PGC believed that the City should have
assigned more points to other criteria, PGC could have objected to the process by the due date for
objections on November 6,2007. [t would be inherently unfair for the City to now change the selection

criteria after all proposals had been submitted. Therefore, [ cannot consider your objection to evaluation
criteria at this stage. ‘ '

Customer Service and Expericnce
In the subject letter, your company raised a concera 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 afler submission of proposals or after issuance of the Notice of Intended Award.

Protest Determination

After careful review of the subject letter, for the reasons stated above, | find no basis to determine that
any impropriety or conflict of interest was present in the evaluation process. T also have determiried that
the evaluation and resulting recommendation was reasonable and consistent with the stated critesia.

Therefore, [ deny the protest and am recommending award of contract to the companies as outlined in the
Notice of Intended Award, dated April 4, 2008 (see Attachment D), Your company may appeal my

decision tg the City Council by filing an appeal, in writing, to the City Clerk within ten calendar days of
this letter: ' ' :

Tappreciate your interest in doing business with the City of San José. For questions regarding this
correspondence, please contact me at walter rossmann@sanioseca,oov or at (408) 535-7051.

Sincergly,

Walter C. Rossrr}énn, CPM.
Chief Purchasing Officer

200 East Santa Clara Sireet, 13* Floor, San Jose, CA 95H3  Tel. (408) 535-7050  Fox (408) 292-6480 WL SaNjOsECE, gOV
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COMMISSION AGENDA:  6/2/08
YTEM: 42

‘ NORMAN Y. MINETA
. SAN JOSE INTERNATIONAL AIRPORT
COMMISSION MEETING

‘Minutes of May 12, 2008
1. CALL TO ORDER AND ROLL CALL

Commission Chair Tompklson—Graham called the meeting to order at 6:12 PM in the
Large Conference Roomn on the 4™ floor of the Norman Y. Mineta San José International
- Airport Office, 1732 North First Street, San José, California. Commissioners Catherine
Tompkison-Graham, Daniel Biesterveld, Rolayne Edwards, Don Simpson, John Salah

and Frank Sweeney were in attendance. Commissioner Sukhdev Smgh Bainiwal was
absent.

2. ORDERS OF THE DAY

Commission Chair Tompkison-Graham moved Standing Ifems 6A~6E tobe
heard after the Consent Calendar.

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

3. CEREMONIAL ITEMS

There were no Ceremonial Items

4. CONSENT CALENDAR

NOTICE TO THE PUBLIC: The Consent Calendar is acted upon at this 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 wili be adopted by one motion. If a member of the 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. Jtems filed for public record and correspondence
- ¢. Noise Complaint and Curfew Summary:
d. Future Airport Commission Meetings:

»  May 15,2008 Rules

*  June 2, 2008 E Regular Meeting
* June 19, 2008 Rules _

= July7,2008 Regular Meeting
= July 17, 2008 Rules |
= August 4, 2008 Regular Meeting
x  August 21,2008 - Rules

June 2, 2008
Norman Y. Mineta San José International Airport Commission Meeting .
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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 Public 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 appreved (6-0, 1 absent)

b. Discussion and posslble action on the follow up to items/presentations made at the
Santa Clara BART Station Area Plan workshop of April 1.
Public Comment: Robert Williams spoke in faver of this item. Mr. Williams
thinks this a wondexful opportunity for the “Silicon Valley” Airport. Noel
Tebo spoke against this item. Mr. Tebo feels this itern has gone “wildly
wrong” needs fo be completely revisited. He is asking the Commission to
insist that this project be completely reworked. He also handed out a-
“History of 2 “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 abseaf)

¢. Discussion and possibte 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 analysm,
research and polling on the issues,
Action: No Action Taken, to be revisited in June 2008,

d. Discussion and possible action on the proposed Memorandum of Understanding

(MOU) concerning business terms for the purchase and sale of the Airport West
. Property and for the development of a Major League Soccer Stadium. Nanci

Kiein from the Office of Economic Development gave an overview regarding
this item. This item is scheduled to go to council on Tuesday, May 20, 2008,
The Commissioners expressed their concerns and opinions about this item.
Public Comment: Carl Honaker asked for clarification that none of the
property actually belonged to the Airport and that there are no FAA
restrictions, also he asked if this was still linked to the Edeunvale Project.

June 2,2008.
Norman Y. Mineta San José Intmatmnal Abrport Commission Meeting
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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 mofion was seconded by
Commissioner Simpson. The motion was approved. (6-0, 1 absent)

e. Discussion and possible action on the Award of Contract for Airport Food and
Beverage and Retail Concessions. Patrick McCue gave an informative
presentation on the Request for Proposa! 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 behalf of Paolos, John Conway of Brittania Arms, Dan Brunello of Le
Boulanger, Pat Banducci of Host, Louis Chiaramonte, Jr. of Chiaramontes
Italian Market, Peter Favre of Mojo Burger, Brian Mundy of Schurra’s
Candies. Dennis King of the Hispanic Chamber of Commerce, Valerie Lewis
of Hicklebees and Joe Davis of Hudson. The following speakers spoke
against the recommendation: Javier Vega of Pacific Gateway Concessions
and ¥Frank De La Cruz of Pacific 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 afier the Consent Calendar,

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

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

c. Capital Projects
John Aitken gave the Cap:tal Projects update for ])ave Maas., Must were
roadway issues. There were traffic concerns on terminal drive due to
shutting down of old lanes in order to install new pavement. By Tuesday the
road will be back to 3 lanes and the trapsition point will shift to Terminal C,
Ops anticipates slow traffic but not to the same extent. It will remain ¢his
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 aréa of Terminal A will be tora
up. The project will be at its worst in mid-July and early August, wrapping
up in Iate August and early September. Lastly, the 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 hypass road.

June 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 of their 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 Ttem 2 below.

1. Liaison Reports on activities and meetings with community and private
organizations, public entities and officials, and other interested parties
assigned. :

2. Specific Reports and Topics for Discussion

7. ANNOUNCEMENTS
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
availabje 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
Norman Y, Minete San José International Airport Commigsion Meeting
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EXECUTIVE SUMMARY

Expanding living wage, public oversight
and job training opiaorfcufﬁties to the Norman
Y. Mineta San Jose International Airport
{8JC) will produce numerous beneﬁ?s fo
workers, the airport and the City of San
]dse'. A comprehensive policy for all airport

employees will improve S]C’s competitiveness
among other major California airports,
strengthen security and overall airpeort |
operations, and provide livable wages and

fairness fo all staff.

Currenﬂy, San Jose 1égs
behind San F;ancisco,
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 beneﬁis 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 espansion, amounted to a
cost savings equal to 11% of employers’ costs. |
'The combination of higher 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 of the
same challenges that
were observed at SFO
before a comprehensive -
job quality program
was implementeci,

which include staggering high turnover

rates and an overall lack of awaréness of
basic security procedures. The deregulation
of the airport industry in 1978 resulted in

airlines confracting out numercus services to

BUILDING A BETTER AIRPORT. WORKING PARTNERSHIPS USA. PAGE 1



low- cost subcontractors that paid workers
sub-standards wages and offered minimal
training or career developrent opportunities.
Despite San Francisco’s effort to correct

these inequities, SJC largely. 0perate§ with
contractors that pay low wages and have -
grossly high job turnover. A December 2007/
January 2008 survey
of passenger sex-"vice
employees at SIC'
found more than one
third of the below-
Hving-wage workers
' have been employed
at §JC for less than
12 months and received no job training. Of
those employees Wﬁo perform ‘secu,rity related
duties, 80% were not trained on how to -
evacuate a terminal and 64% never received
formal training on how to identify susi)iciqus
‘behavior. The consequences of poor job
quality standards have subsequently limited
SJC’s effectiveness in maintaining security,
ensuring safety, and maximizing customer

gervice at the airport.

Although the City of San 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 contract basis but the lack of
consistency has left moré than 500 workers
uncovered and earning sub-standard wages.
Results from the employee survey at SJC

' found that, despite

the vital role they play

in successftﬂ airport
operations, many workers
earn no more than the
state’s minimum wage
($8/hr}, do not have 7
access to employer-
sponsored health insurance, and have few
incentives to stay in their jobs long term.
Consequently, one of the chief economic
engines of Silicon Valley relies on a workforce
that can't afford local rents and is dénied basic

beheﬁts such as healthcare and timg off.

POLICY RECOMMENDATIONS

To improve job standards at the airport, the
City of San Jose should expand living wage
to all workers and increase oversight and
accountability to employers that operate at

SJC. The deregulation of the eirport industry

BUILDING A BETTER AIRPORT, WORKING PARTNERSHIPS USA. PAGE 2



fxas produced an environment that if not
carefully monitored can generate significant
lapses in security and custorner service. The
San Jose airport can correct this trend by _
impiementing job Quality' standards that both
increase wages and allow the City of San Jose
to play a more active role in selecﬁng airport
contractors to ensure maximum safety and |
éecurity at SJC. Specifically, the City of Sén ‘
Jose should:

«  Applyliving wage to all workers at the
airport '
« Increase oversight of sub-contractors at

SJC

« Explore additional opportunities to

improve security and airport operations

Applying a comprehensive living wagé
with public oversight to the San Jose airport
will augment SJC’s ccmpetiﬁiveness among
all other major bay area airports, improve
security and create a minimum wage level that

is needed for all employees.

BUILDING A BETTER AIRRPORT. WORKING PARTNERSHIPS USA
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INTRODUCTION

The gateway to Silicon Valley, Norman Y.
Mineta San Jose International Airport (S]C) |

is essential to the economy of the San Jose

metro region. The Airport serves 10.3 million

 passengers annually and generated $95.2

millien in revenues in 2007. S$JCis currently

the third-largest passenger airport in the

Bay Area and fifth-largest in Caiifornia, and

" expansion plans are underway.! When the
current $1.5 bi!lién terminal improvement
program is completed, the expanded San Jose
Airpott is slated fully accommodate projected

commercial aviation demand through 2017,

Despite the efforts to pil‘}?sicaﬂy improve |
the Airport, San Jose has not shown a similar
comr.nitx‘nent' to elevate conditions for those '

~who provide Airport services. Although
their job fuﬁctions 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, Terri A, Comprehensive 2007 Annual

Financial Report, Norman Y Mineta San Jose
International Airport, FY2007

and not consistent across contractors, with
the result that more than 500 passenger
service workers out of 6,000 total employees
are exciudeﬁ from livihg wagé coverage.
Furthermore, there is no job training program
in place at SJC that adequately prepares

all employees on how identify sdspicious

behavior or how to respond in an emergency.

These risky conditions of work at San
Jose Airport have developed in the context
of a national tiend 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 SFQ and OAK, San Jose
is falling behind in its efforts 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.
Anﬁiyzing a new survey of Airport 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,
consis'tently applied living wége policy |
tailored to the néeds of ﬂ‘ze Airport, and offers

recopunendations on how to implement a San

Jose Airport Living Wage.

sometimies living in ocal shelters and sometimies,of

- received made it impossible to pay the rent and provide food for his iy,

BUILDING A BETTER ARPORT. WORKING PARTNERSHIPS USA, PAGE 5 _



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 t6 197 S, U.S. airlines were sui)j ectto
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 airiines. It
phased out regulation of fares and routes; and
transferred responsibility for safety standards
to the Department of Transportation and the

Federal Aviation Administration (FAA).

The new system has brought considerable
benefits to passengers in the for;m of lower
fares; with inflation subtracted, the median
round-trip fa‘re.fell by nearly forty pefcerit
between 1980 and 2005.2 Airlines developed
their current pradice of routing most flights
through certain “hub” cities in order to
increase passenger volume per flight.

2 US.Government Accountability Office, Afrling Deregulation;

Reregulating the Airline Industry Would Likely Reverse Consumer
Benefits and Not Save Airline Pensions.. Report to Congressional

Comruittees, Jone 2006, GAO-06-630,

At the same time, deregulation fostered a
race-to-the bottom atmosphere which has
led to periodic waves of financial crisis in the
industry. Adrlines experienced major losses
and bankruptcies throughout much of the
1980s and early 1990s. From 1978 through
2005, 162 airlines filed for bankxuptcy.z

" 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 deaning. Repeated fiscal crises
combined with lax regulation and a “mcé

to the bottom” mentality transformed t}iese
functions into low-wage, high-turnover, and

poorly-trained jobs.

A UC Berkeley industry analysis found

3 U8, Government Accountebility Ofiice, Commercial Avintion:
Bankruptcy and Pension Problems are Symptoms of Underlying
Structural Fsues. Report to Congressional Committees, Sept.
2005, GAD-05-945,
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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 19905, 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 oﬁ

wages’t

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
adequaté oversight are not pljésent or are not
enforced, contracting out often encourages |
subcontractors to underbid their costs and
then cut corners, resulting in a lower quality
of work. When carried into the context of an
airport, this type of low-bid contracting not
only impacts passengers comfort and quality
of service, but may pose risks to security and

safety.

The case of airport security screening
provides a clear warning of the problemas

that can develop from the practice of low-

4 Michael Reich, Peter Hall and Ken Jacobs, "Living Wages and
Economic Performance; the San Francisco Ajrport Model”
Tsstitate 6f Industrial Relations, UC Berkeley, March 2003
htup:/fyeww.irde berkeley.edu/research/livingwagefsfo_rax03.pdf

bid subcontracting, Until the advent of the
Transportation Security Administration

(TSA), baggage and security screeniﬁg was

the responsibility of the airkineé, which

usually auctioned this function too off to

the lowest bidder. To compete for and win
these contracts, private éecurity companies
paid poverty-level wages, offered few if any
benefits, and often cut corners on {raining. In
2001, airport screeners nationally earned an
average of $6 per hour. Turnover for airport

screeners was above 125%, meaning that the

 average screener had been on the jobs for just

four and a half months.

Airporfs and the FAA had expressed
concerns around the low quality of screening
services, but nathing(was done. AUC
Berkeley study found that “The regulatory
relationship was effectively broken when
airlines began sub-contracting security
services” In the wake of the September 11*
tragedy, the problems with subcontracted
secuﬁt}f services received national attention,
resulting in the 2002 federalization of security

screening through the TSA.

5 Michael Reich, Peter Hall and Ken Jacobs, “Living Wages and
Afrport Security”” [nstitute for Labor and Employment, UC
Berkeley, Sept, 20, 2001, hitp/fwww.ide berkeleyedwresearch/
livingwage/air_sepdl.pdf '
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DECUNES IN QUALTY OF SERVICE
- FOR AIRLINE PASSENGERS

As airlines have focused on cuﬁing
costs thréugh contracting out and other
changes to operations, quality of service has
noticeably declined, with problems ranging
from overbooked ﬁ_ights to mistreatment of
passengers, c& even (as in the well-publicized
incidents doring the winters of 2006 and
2007) being forced to remain in a grounded
aircraft for 8 hours or more with inadequate

food, water or toilet facilities.

The Airline Quality Rating, an objective
measure developed in 1991 at the University
of Nebraska to rate the performaﬁce of
airlines on multiple qﬁaﬁty~0f—sewice criteria,
shows that service quality has been declining
ins recent years. In 2007, the industryasa
whole scored the worst Airline Quality Raﬁng

ever recorded since rating began.®

A snapshot of complaints filed with the
federal Department of Transportation further
illustrates problems with custorer service

and operations:

6 Brent D. Bowen and Deen E. Headley, 2008 Air Quality Rating.
April 2008, http:/fagraeto!

» In February 2008, 6.39 out of every
1,000 passengers on domestic flights
filed a mishandled baggage complaint

~with the Department‘ of Transportation,
" 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 regatding treatment

of people with disabilities.’

+ 'fhese do not include the far more
CONMON complainté made directly to

the airlines.

One area of particular concern is service

" for people with disabilities. It is the airlines’

responsibility to prévidc wheelchairs or
other assistance to disabled passengers

upon request. However, ﬁrheelchair service
is another area which most airlines have |
contracted out at the lowest cost possible.
‘This frequently leads to difficulty for disabled
passengers in obtaining the assistancé they

ne;ed to board, disgmbark or reach their

T Air Travel Constimer Report, Office of Aviation Bnforcement and
Proceedings, U8, Dept. of Transportation. hitp:/airconsumenr.
ost.dot.govireports/indexhtm

8 Ihid
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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 inadeq\:l_éte coverage b-y :
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 né training
 on wheelchair operation or proper methods
for trénsferring 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 off of
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, “Airtines tackle wheelchair need” SA Today,
March 2007 :

correctly”™®

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 staff working at the

airport, pioblems 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

consequendces:

+ Inthe ValuJet crash of 1996, ivhich
killed all 110 people on board, the
source of the fire that caused the crash
was determined o be mishandled |
oxygen generétors that were packed by

a subcontractor of ValuJet's contractor

13 Carolina Briones and Atha Nguyen, Under fhe Radar, Los
Angeles Alliance for a New Economy, July 2007,
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Sabretech. An investigation found that

two-thirds of the subcontracted workers

were unlicensed !

» The Air France Concorde crash in
2000 occurred during takeoff when the
accelerating plane ran over a plane part
on the runway that had been Jost by
another aircraft. The plane that lost the
part belo;_aged to Continental, and the
part has been replaced by an overseas
contractor in Tel Aviv. 113 people were

killed in thé crash.”?

» 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 “An accident

11 Matthew L. Wald, “Safety Board Faults Airkine and 4.4, in
Valujet Crash.” New York Tomes, Aug. 20, 1957.; and “Five years
after ValuJet crash, Sabretech seties,, CNN.com, May 22, 2001,

12 “An accident waiting fo happen? Outsourcing raises air-safety
concerns; Consumer Reports, Ma.rch 2007,

13 Jerry Siebenmark, “NTSE isswes final report on Air M&west
crash” Wichita Business Journal, Feb. 26,2004,

waiting to happen?” Noting that, as of 2005,
major air carriers were outsourcing more than
half their maintenance, often to céntractors
whose staff were not licensed mechanics nor
screened for security, the Consumers Union
called for “the [certification] standards [to] be
Iﬁade uniform, to equally apply whether the
work i,s‘performed by an ajfline or an outside
cotﬁpan}?.” M

The issues of outsotrcing and cost-
cutting in maintenance have come to a
head in the past two months, as the FM
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 - maﬁy 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 accident waiting to happen? Gutsonrcing raises alr-safety
concerns.” Constimer Reports, March 2007,

15 Joe Sharkey, *Afrplane Maintenance: Maybe Not a Place to
Slimp” New York Times, Aprii 1, 2008.
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flying a total of 145,000 passengérs on
uninspecied aircraft. Selected checks
found six Southwest aircraft with
cracks in the fuselage, prompting the
FAA to begin a broader audit of airline

maintenance.

+ OnMarch 2274, passengers flying at
27,000 feet on US Airways Flight 1250 |
watched as a piece of the wing was
torn off, hit the fusélage, and cracked
a window, US Aii:wéfrs then inspected
its planes of similar design and found
seven with wing.p-roblems. 7

+  On March 20% seven United Airlines
planes were grounded after the
FAA found that a subcontractor
had improperly checked the cockpit

altimeters.

«  Beginning April 8%, the FAA directed
American Airlines to ground nearly
300 planes for inspections. American

cancelled over 3,000 flights.

~» 'The same week, Delta grounded 117 '
planes for inspection. Alaska and othex
carriers also grounded planes.!

16 1bid; and Melanie Frottman. Bt af, “"In BAA Crackdown, ‘
American Expects More Cancellations” Wall Street Jowrnal,
Apxil 10, 2008; and Michael L, Wald and Micheline Maynard,
“Behind Alr Chaos, An FAA Pendulum Swing”, New York Times,
April 13, 2008,
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SAN JOSE INTERNATIONAL AIRPORT:

CRITICAL ROLES, EMERGING CHALLENGES

Norman Y. Mineta San Jose International
Alrport is a keystone of SiIicbn Valley’s
economy. Six thousand workers are employed
at San Jose International Airport. the
Airport were a single private employer, it
would rank as the 3¢ largest in the city, with
more WOrl;:ers than any company except Cisco

and TBM.

Its indirect impécts on the regior’s
economy are larger still. 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 of San 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 busihesses in the local area,”

17 “Aitport Facts and Figures’, Norman Y. Mineta San Jose
International Alrport. http/fwwwsie.org/newsroomd
AlrportStats.pdf ’

BUILDING A BETTER AIRPORT.

COMPETITIVE CHALLENGES:
KEEPING UP WITH SFO AND OAK

8an Jose is of one of three major airports
serving the immediate Bay Area, along with
San Francisco International Airpert (SFQ) -
on the Peninsula and Oakland International
Airport (OAK) in the Fast Bay. With all three
atrports within an hour’s drive of one another,
San Jose faces heavsr competition for airline;':‘..

routes and passengers.

San Jose Airport holds several advantages

- in this competition, especially for business

travelers. Tris located in the heart of Silicon

Valley, near the headquarters of many major

high-tech companies. San Joses clear and
mild weather make it néaﬂy ideal for airport
oferations. With 83% of flights departing

on time as of February 2067, SJC has one of
the highest on-time departure rates in the
country, well above the on-time rates of OAK
(79%) or foggy SFO (74%). §]C is also. situa‘t:d‘
with easy access to three of the Bay Area’s

major highways.
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But despite thésa natural and geographic
advantages, of the 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 conip eting airports have
both increased their passengers served by
more than 19% since 2002, SJC has lagged
behind with growth of just 2.8%. San Jose
International Airport is losing market share

(see Figﬁre 1)

The major renovations currently under
way should help SJC to recaptuge some of this

lost business However, in order to attract

passengers, it is essential that San Jose Airport

pmv:de top quahty service with well-trained

stafl.

In a before-and-after study evaluating
the effects of the living wage policies and -
associated training stanciards‘ex‘zacted at San
Prancisqo Airport, UC Berkeley researchers
found that employers reported an increase
in customer service, as well as improvements
in overall Wbrk performance and employee

morale, The 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 virtué]ly all workers, including

contractors. San Jose does not. .

18 Michael Reich, Peter Hall and Ken Jacabs, “Living Wages and
Peonomic Pesformance: the San Brancisco Alrport Model?

- Institute of Industrial Relations, UC Berkeley, March 2003,
hitp fwenwirieberkeley.edu/researchitivingwage/sfo_mar03.pdf

i ‘Smoll And Dechnﬁ)ng
Passengers - s
A:E:Y ;‘::;f)é;“g‘]"m)’ ﬂig?iis%?ﬁgom |
Airports 2008 " -to Jan., 2008
sic 10,325 64,131
SFO 26,086 141,928
0AK 14,038 . 88,608

Passenger Living Wage
growth since applied airport-
2002 wide '

+2.8% No

+19.4% : Yes

+19.3% Yes

Source: U.S. Dept. of Transportation, Bureau of Transportation Statistics
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ROLES OF CONTRACTED
PASSENGER SERVICE WORKERS
AT SAN JOSE AIRPORT

Passenger service workers are the face

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 his/her back to her car. They are

also the wheelchair assistants that provide
“support to paéseﬁgers‘ with disabilities, the
baggage handlérs who are responsible for

getting luggage safely to the right place, and |
. the jaﬁitors 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 secutity. Of the employees ﬁhb 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:

L. Contracted service workers who are
directly involved in passenger and facility
security.

Job dassifications and functions

inciude:

© » Janitors

+ Passenger check-in |

. Wﬁzeelchair Assistants

s Baggage check-in and handlers
o Skycaps

«  Guards {d(l)c;r, line controi, etc.)

« Bus drivers or other operating vehicles

20~ Workers who are directly engaged in

activities impactiﬁg safety within the Alrport
Operaﬁons Area (AOA), and who require an

airport badge with AOA access.
job classifications and functions include:
+ Ground handlihg (cabin cleaning,
lavafory sexvice, fueling, baggage
handiing,‘operaﬁng ground servicing
equipments, efc.) -

+ Cargo facilify (cargo handling,

warehousing, etc.)

RUILDING A BETTER AIRPORT. WORKING PARTNERSHIPS USA. PAGE 14



»  Security (airport premises, warehouses,

aircrafts)

The major contractors used by the airlines

are Aviation Safegnards and G2 Secure Staff.

BUHDING A BETTER AIRPORT, WORKING PARTHMERSHIPS USA, PAGE 15



CURRENT WORKING CONDITIONS

AT SAN JOSE AIRPORT

Hundreds of workers at SJC play a vital role
in ajxpdrt operations, yet earn low wages with
no prospect for improvement. Results from
a December 2007/January 2008 survey of 48
paésenger service workers found most SJC
- workers not covered by the city’s Living Wage
Policy are paid no more than the Caiifornia
miniimuum wage — $8 per hour in 2008. With
fewer than 40 hours of work available per
week, sﬁxveyed workers earned an average
annual salary of less than $16,640. This salary
is far below what's needed to achieve self-
sufficiency in San Jose; the average cost of rent
fora oné bedroom apartment ﬁouid alone

consume 80% of an employees income.
Y

In addition to low wages, not oné 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. .Pu&hermore,
96% of the survey respondents received no

sick days, vacation, holidays, or even unpaid

time off.

The negative effects of low wages, lack of -

‘employer-based health insm_“ance, and no time

off produce 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 the airport for more than 3 years, compated
6 6% of security workets, 4% of wheelchair
attendants, and 0% of baggage handlers: all
job classes not covered by living wage (see
Figure 2}, Overél!, 38% of the blelow—livingm
wage workers surveye& have been employed
at SJC for less than 12 fqonths. Respondents )
indic:atedl that lower wages significantly
contributed to the minimal length of job

tenure.

Applying a living wage ordinanéé to the
airport could deal with the current.working
conditions at SJC, but thus far living wage
has only been expanded on 2 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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Workers

Fic 2 Job Tenure, Living Wage

FOU —gemmsmse N

60%

3%

50%
40% -

30%

Percentage of Workers

20%

10%

0%

Less than 1 year

Employees Covered By Living Wage

1-2 years

Years at Cursent pr

3-5 yeais

& Employees Not Covered By Living Wage

Souzce: 2007/2008 SJC Worker Survey

a city contract. Consequently, 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 SJC have not
been provided with adequate training,
decreasing their effectiveness in airport

_ operations. A particular concern is thelack

of training regarding security-related tasks
and procedures. Approximately 60% of the
workers surveyed at S]C reported having
security-related duties including conducting
airplane searches for suspicious ite!ﬁs, staffing
access to secure areas of the airport and the
airplanes, and crowd control. Of the WOrke:s
who perform security-related roles, sarvey

results indicated;

»  80% were not trained on how to

evacuate the terminal

+  64% did nof receive formal trainings on

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

case of emergency

7G 3 Lack of Formal Training For Passenger Service
Workers With Security Duties af SJC

I

Procedures In Case OF B
Emergency

Evacnating The
Terminal

Ydentifying Suspicious
Behavior

t ¥ =T

0% 20% 40% 60% - 30% 100%
Percentage of Surveyed Workers Not Recelving Training

Souree: 2007/2608 SFC Worker Survey

This lack of training generates lower worker
productivity and limited effectiveness in
maintainixig airport-wide security standardé.
Other major airports have recognized the
importance of training employees at all levels
in an effort to maintain airport security. Both
Miami International Airport and Bostor's _
Logan International Airport have adopted
a security training program for ail airport

St&ﬂi 1%

19 “Miiami Airport Trains All Employees to Look for
Suspicious Behavior™ The Miami Hevald, September 8,
2606, 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 of living in San Jose. In the
past year, prices foj: basic necessiﬁes used by
working fami]iés 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 averége cost of childcare for
one prcéchooler 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 inequality, and heightened
economic insecurity for the middle class.
When these circumstances are combined with -
the highest rents in the state, stagnant wageé
and escalating prices for food and gas, it is
becoming increasingly difficult for lower and |

middie income families to make ends meet.

The current economic cdnditions for
many San Jose airport workers illustrate the
impossible balance that thousands of San
Jose families confront between securing basic
necessities and paying bills without increasihg '

debt..

o 4 Santa Clara County: Costfo Rant -
Fair Market Rent Houwrly 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

Sotrce: National Low Income Housing Coalition, Out of Reach 2007-2008. April 7, 2008.
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ECONOMIC AND COMMUNITY IMPACTS OF -

SUBSTANDARD WAGES

‘The failure to apply living wage toall
workers at the airport not only has imopacts
- on workers but the overall community. At
$8.00/hour, 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 t_heif families and stay off the

streets, low-wage workers thus must turn to

public assistance programs. In Santa Clara
County, 2 minimun wage worker with

one chiid is eligible for food étamps and
CalWORKs (welfare), as well as low-cost
childrer’s heaith covefage and free school.
lunch ~ even though he or she has a full-time
job.

In total, the x‘vorker in question quaiiﬁes for
public assistance worth $1ﬁ,675 annually, not
including housing assistance. Paid for with
tai:payef 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 te live on are placed

at a competitive disadvantage.

- Moreover, when full-time workers are

forced 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 clinics are all
hard pressed to maintain adequate health.
care services in the face of growing numbers

of uninsured 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 half of 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 overcrow&ed, substandard housing,
which negatively impacts neighborhoods, or
else moving out fo a lower-cost region and
commuting four hours or more every day,
Ladding to traffic congestion and pollution

and robbing them of time to spend with their

 families.
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APPLYING I.IVING WAGE AND PUBI.IC OVERSIGHT TO
SJC: A POLICY WITH MUI.TIPI.E BENEFITS

IMPROVING JOB QUALITY

Impiexﬁenting a comprehensive living
wage ordinance at SIC would establish a
consistent wage standard for all employees
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 opportmut}f to access job-based health
care coverage, thereby decreasing the number
of uninsured in our community, improving
. productivity, and increasing job tenure. In
an October .2007 Gallup Poll of business
owners nationwide, over 80% responded
that providing adequate health insuxancé

to workers would help employers attract

more qualified employees and would reduce
employee turnover. Two-thirds of employers

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 educatién
on how to prepare for an emergenc} or
security breach, and can learn new strategies
to augmént 'empioye_e performa.née and

customer service.

. IMPROVING OVERSIGHT

AND ACCOUNTABILITY FOR
CONTRACTORS AT SIC

Tn addition to job quality standards, the
City of San Jose should also play a more

healthcare)

FlG 5 Scn Jose Airporr Workers i

. Hourly
Current {min. wage) ' $8.00
Living wage (with heaitflcare) $12.66
Living wage (without

$13.91

Moﬁthly*  Annually*

$1,386.67 $16,640
$2,194.40 $26,332.80
$2,411.07 $28,932.80

* Assuming a 40-hour work week
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active role in the selection of contractors

at the airport. Increased public oversight

and accountablity for all employers at

SJC will ensure that contractors provide a
minimum wage rate and meet basic secﬁrity
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 livirig wage job
training requirements and imbiic oversight -
to all staff at SJC would énd una.cceptajble
discz;epancies between SJC and the Bay Ared’s
two other international airports as well as
Los Angeles Tnternational, Californias largest

airline gateway.

Both Oakland and San Francisco have
already passed measures that expand living
| wage to all airport workers. Contractors
at Oakland International bave been bound
by the city’s Liviﬁg Wage Ordinan;:e since

2002 when voters amended the city’s charter.

San Francisco International (SFO}, thé Bay

- Ared’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
setvice 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 o?erated
under ;ﬁat city's Living Wage Ordinance
for more than 10 years. LAX’s operator, Los
Angeles World Airports, is preparing to
implement 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 of the QSP program
found that the higher standards impréved
operations. Survey results reported a
dramatic decrease in employee turnover, an
increase in employee performance, tigh&r
security and improved customer service at

‘the aitport. Survey data from San Francisco -
also suggested that implementation of

living wage at SFO didmt 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 emplolyer's’ costs.
The combination of higher 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, “Living Wages and
Economic Performance: the San Francisco Afrport Model”
Institute of Industrial Relations, UC Berkeley, March 2003,
hitp/fwwwirleberkeley.edulresearchilivingwage/sio_mar03.pdf
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POLICY RECOMMENDATIONS

The déreguiation of the airport industry has
produced an environment that if not czrefuﬂ}r
monitored can générafe significant lapses in
security and customer service. To counteract
this trend, San Jose International Airport
should implement quality standards that
ensure adequate compensation, City oversight
of contractors, to ensure maximum safety and

security at SJC.

1. The City of San Iosé should
establish a comprehensive living wage
. policy to all workers at the airport.

The failure to supply adequate wages for
ynany cl:antracted 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. 'i'he 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 of San fose should apply a
comprehensive living wage policy to ensure

that all workers are guaranteed a livable salary.

2. The City of San Jose should
increase oversight of sub-contractors

at the San Jose airport.

Although the City of San Jose owns the
Airport and sets the terms bf 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 of safety; security and service are
threatened by excessively high turnover
in many vital oéCupaﬁons and inadequate

training for employees who are engaged in

security related duties.

To strengthen airport operations and
security at SJC, the City should play a 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
pro.gram 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 airpért

';securitjgr. The City of San Jose should act
| immediately to create a comprehensive
eniplomentpolicy that incorporates living
wage and additional ovérsight for airport
emplo}refs in an effort to stern job turnover,
| stlrengthen security, boost productivity and
overall operétions at Norpian Mineta San Jose

International Airport.
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Phaedra Elllis-Lamkins

Executive Officer

phaedra@atwork.org
C. 1. Wilson
Organizing Director -

ciwilson{@atwork.org

Carmelita Gutierrez
Administrative Agsistant

Ita@atwork.org
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WHAT IS THE LABOR COUNCIL? o Viwir | Calendiar
The South Bay AFL-CIO Lavor Council is currently odlebrating over a half-century xg a chartered Calendar
organization. The Labor Council répresents over 2 hundred unions in Santa Clara and San Benito comtfes ‘
and over 120,000 union members. May 31, 2008
The Labor Couneil is involved in many programs t}.mt are direetly invended to improve the lives pf working ég'?ag"ﬁm;m Walk
families in the Bay Area. : 2102 ALMADEN RD, SAN JOSE-

: , Related: GOTY Flyst, ndf {98 kb)
HOT ISSUES:  Support Steiking Janitorst  Key Elegtion Informatien .

June 1, 2008
LABOR COUNCIL NEWS
Q00 am
PR S _ GOTV; Precingt Walk
) ) o 2102 ALMADEMN RD, SAN JOSE
Janitors Strike Nears End OF First Week Related: GOTY Flyer,pdf (78 kbj
trildng ianit 9 . i ke, ef. . Sigopm
$ vﬁnzmni’ ors wlﬁhs’ﬁw iﬂwi‘f*??? have been out of work mest of this wetk, and need your suppo GOTV: Phone Banking
L s b b v san Jrekn. Z10Z ALMADEN RD, SAN JOSE

% ' e Related: GOTY Elyer.pdf (98 &b}
The strike is gerting a lot of attention from the media, which is good news for the strikers. ABC 7 did a.xigy, :

el Ve shiibay contordiny, and the Merowey News J govaring B vandamds, - Junez, 2008
Be sure to continue to check lendar itin ight), & combng acti 100 o
o contd check our calendar (by choosing it in the box at right), for up 1 actions, GOTV: Doot Hangers

Added May 22nd, 7008, Lisk 0 iis. ng@wgﬁ —_—
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Get involved! Sign up for updatés!
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i . The South Bay Labor Council Repid Response program is your opportunity to get involved %
% with every aspect of labor activism - rallies, advocacy, Working on campaigns and more! H
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Councilmembers, Community Come Together for Airport Workers, Security

San Jose's minimum-wage airport workers are a step clover 10 wages they can actuslly live on - and passmé.ers are s step coser Yo improved serviee and
seourity - after the City Councll Rules Conrmittee advanced the issue in their iecting Wednesday.

Afrex hearing from workess, who wor: representation by SEE last year, communily supporters, the South Bay Labor Counedl and Working Partnerships
US4, the committee voted unanimously to send a proposel extending San Jose's Living Wage poliey to 2l airport workers direcfly to the Transportation
and Envivonment Committes, which meets June 2. ' :

The campaign to Build a Better Afrport, which launched last month, sits to improve security at San Jose Tternational by increasing training standards
and reducing staff turnover - in part by assuring that all employees receive a living wage. Speakers at the Rules meeting refoforced the urgent need for
such adtion.

Those whe with to attend the June 2 meeving are encoursged 1o do so. The mesting will be at 130 pm. in reom W18, More information about the
eampalgn is avafiable at v duild Fomtar.

Added Moy 19th, 2008. Link 5o, this o

$J Catholic Biocese Supports Janitors, Strike Vote Approved

"The Human Concerns Comemission of the Roman Catholic Dincese of San Jose bas endorsed the Justice for Janitors campaign just days before 6,000 Bay
Area janitors - 20,000 statewide - voted Szurday to authorize 2 strike if necessary, The commission has called on local parishes to open up service
programns to them in their tme of need and to consider atiending public events,
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BRﬁ\.G YOUR MEETING TO SAN JOSE

§ SELECT MEETING TYPE  VENUES & FACIITIES  CONVENTION HOTELS SERVICES  TOOLS & RESOURCES  SUBMIT AN RFP

- SAN JOSE CvB
- TEAM SAN JOSE

About Team Ban Jose

Mission Lo

Our pmission Is 1o ensure that San Jose's Convention Center and Cultural Facilities are
effectively managed o reduce costs, improve the local stonomy, and add vafue for our
customers, residents, workers, and businesses within the city of 8an Jose.

Who We Are ’

Team 8an Jose, Inc., & public beneftt corporation, was formed in December 2003 0n
response to the City of San Jose’s Request for Proposals (RFP) for the management and
operations of thé San Jose McEnety Convention Center and ofher cultural facilties in
downtown $an Jose. The fachitles included in the five year confract are the San Jose
McEnary Convention Center, the Clvie Auditorium, Parkside Hall, South Hall, the Cenfer
for Performing Arts, Oal‘rfomia ‘Theaire and the Montgnme.ry Thestre.

Innovative Public-Private Model
This integration of key comimunity stakeholders created a public-private padnership
model that is both progressive and innovative. Agreements with afftiated tabor groups
allows Team San Jose to develop fexible work scheduling policies that better meets
customer neads, while St maintaining civil service employee’s jobs. Right from the star,
organized labor becomes acquainted with the olient's distingt programiming needs, Having
the arts community play a role within Team Ban Jose’s governance has stimutated
inrpvative ideas and selutions for the msintenence and renovation of our citfiurat faciliies
- ant theatres. nvolving local hoteliers in the booking process provides an opportunity to
coliaborate and create mutially benefictal bigs. This integrated, cooperative environment
has atiowed San Jose to offer a fiexible and tailored meeting and event environment.

. How It Works
Team Ban Jose siream!ines Customer Service from sales 1hmugh exectitton by providing
a single polnt of contact for new and refuming customers. Once the event is booked,
Tearn San Jose offers a unique “One Stop Shopping” experience (o customers for all of
thelr event service needs. By combining the Event Coordinators with the Catering staff
into vne team, Team San Jose's event staff creates a seamiess and fiexible service
enwironment 1o better meet the needs of meeting and event planners.

Executive Committes

. Danjet Fenton, Chairman of the Board — President and CEO, San Jose Convention
. and Visitors Burean
. Phegdra Elis-Lamkins, Vice Chalr - Exacutive Direstor, Seuth Bay AFL.CIO Labor
Councll
. Clifton Clazk, ‘General Manaper, San Josa Martiott
. Michasl Ml“el‘. CEQ and Execufive Producer, American Musical Theatre San Jose
. John Southwell, General Manager, San Jese Hilton and Towers

Board Members

Enrigue Fermandez, Business Manager, UNITE HERE Local 19
. Bill Pope, Business Representative, Operating Engineers Local 3
. Bob Blanchel, Business Agent/Organizer, Teamsters Local 287
Don Ricker, Business Agent, IATSE Local 34
. Tina Acres, Business Agent, AFSCME Councit 57
. Mike Fox, Jr,, M.E. Fox and Co. '
. Jan Sonneman, President & GO0, Manpower, int-
. Michast Mulcahy, Managing Partner, SDS NexGen
. Ralph Colunga, Manager, Corporate Travet, Clsco Systems
. Andrew Baigs, Executive Director, Symphony Silicon Valley
. Dongld Gansheimar, CFO, Ballef San Jose
. lrene Dalls, General Director, Opera San Jose ‘
Rosemary Heath, Managing Director, Children's Musical Theater
. Raul Lozano, Executive Director, Firsi Violee



. Greg Mauidin, General Manager, Hotel Montgomery

. Alison Hariman, General Manager, Hole! De Anza

. Manou Mobedshah, Generul Manager, Hyatt San Jose
Gary Hageman, General Manager, Wyndham Hotel

. Dale Gannon, General Manager, Crowne Flaza

. Cyiil Isnarg, General Managst, Fairmont Hotel

. Rob Balmer, General Manager, DoubleTree San Jose

© sarjose.org 2005 .- 2007 ) ABOUT US 1! CONTACT US || 1-800-SAN-JOSE
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BRING YOUR MEETING TO SAN JOSE
SELECT MEETING TYPE  VENUES & FACLITIES CONVENTIONHOTELS  SERVICES  TOOLS & RESOURCES  SUBMIT AN RFP °
ABOUT US '

-~ SAN JOSE CVB :
- TEAM SAN JOBE: 2007 - 2008 Convention & Visitors Bureau Board of Directors

~CONTACT U8 ;
KT SR Executive Committee

. Marc Casto, Chairman of the Board - President & COO, Casto Travel

. Steve Koskie, Marketing Commitiee Chair - Private Consultant

. Neil Struthers, lssties Management Commitiee Chalr - CEOQ, San Benito/Santa Clera
CGounty Building Trades Councit

. Chuck Bond, Finance Committee Chair — CFO, DiNapoll Capita! Pariners

. Cathy Kimball, Board Developrnent Chalr — Exetutive Director, San Jose Institute of
Contemporary Ast

. Gary Hagernan, General Managers’ Committee Chair  General Manager, Wyndharn
Hotet - '

. Jan Sweetnam, Past Chalr - Vice President and €00, Federat Realty Invesiment
Trust .

San Jose Convention & Visitors Bureau Ma’ﬁagemenﬁ Tearn

. Daniel N. Fenion - President and CEQ

. Dan Curmingham - Chief Finance Officer

. Diara Ponion - Vice President, Sales

. Eric Ferris « Director of Client Services

. Jerry Von Tress - Divector of Operations

. Magda Madriz - Director, Human Resources

. Meghan Howrlgan - Director of Public Affairs and Communications

@ sanjose.org 2005 - 2007 || ABOUT US | CONTACT US | 1-800-SAN-JOSE
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Publications
LIFE IN THE VALLEY

ECONOMY, UPGATE:
LABOR DAY 2007
* Augist 2007

CALIFORNIA ROAD MAP
EOR A TAX AND FISGAL
MAJORITY: A
VALUESBASED
APPROACH'

May 2007

LIFE BNTHE VALLEY
ECONOMY, SILICON
VALLEY PROGRESS
REPCRY 2007

March 2007

Recent Articles

CHAMEBER BACKS
HEALTH CARE
PROPOSAL (Palo Ao
(alty News}

Janugry 26, 2008

COMMUNITY OFFERS
INPUT I SOLVIN

JOBE BUDGET CRISIS
[San Jose Mercury News)
December 1, 2007

RELIGI LEAGERS
STAND WITH
CONTRACTE!
WORKERS (The
Parinership for Werking
Fambies)

Gotober 2007

Staff
To contact a staff member, vlease call (408) 260-7872, or see below for ermail
addresses, General inguiries should be directed to Info@wpuss.org.

Staff Biographies

Phuedra Elis-Lamkins, Exceutive Divector
Phaedra Bllis-Larnkins is the Executive Director of Working
Partnerships USA, pamed by SanJose Magazine as one of
the 100 most powerful people in Silicon Valley end one of
“40 to watch under 40" by the Silicon Valley Busfress
Journal. :

Full biography for Phaedra Sllis-Lamking

Bob Brownstein, Policy Direstor

Bob Brownstein joined Working Partnerships USA in February 1960 Since then
ke has divected research cidminating in strategic issue briefs that pm\'ide Himely
analysts of proplems and present a range of possible and serious solutions. With
his support, many of these policies have been adopted and enacted by the Sonth
Bay Labor Coureil, the San Jose City Counceil, the County Board of Supervisors,
ang the Santa C!ara Valley Water District. I’rev:ously, Mr. Brownstetn served as
the Budget and Policy Director of the City of San Jose for eight years nnder
Mayor Susan Hamner, He was responsible for drafting the Living Wage
ordinance, Greenline policies, and crafting the annual city budget. He previonsly
served as the Chief of Staff to Santa Clara County Bupervisor Suzanne Wilson, He
bas an undergraduate degree from Princeton, a Masters in Political Stlence from
Stanford, and a Masters in Envivonmental Studies from San Jose State
Univetsity.

Publications inc!ude:

197 3:2004

. Decdining Job-Baged Healih (;m*cmge In The United States And
Crlifornin: A Crisis for Working fantlies

. Kids st Risk
. Sgveeying the Middle Cluss
. Temporary Hourly Bmplovees at the City of Palo Alle

. The Econpinic Effocts of Tnmigration in Samta Clasa Counjg' andl .
California
. Building A E—Ien]khs Covote Valiey: A Proposal for Commumw Health
Clinies
. The Cardea Brofect: Understanding the Recession's Effoct on Wrmmn:
Tools for Empowerment :

. Economic Opportunity in & Volatile Eeononyy: Undesstanding the Role of

. Intenmediarios in Two Reutons

- Jobs with n Future series

. Shared Prosperity and Inclusion: The Future of Ecopomic Development
Stratesies in Silicon Vailey

. Temporary Emplovment in Stanford and Silicon Valley

. Evervone’s Valley: Inclusion and Affordable Housing In Silicon Valley

. Walking the Lifelong Thebtrope: Negotiating Work in the New Econony

% [ =
+ Mission

Accomplishments

Staff

' Executive Director
Employment Opportunities
Board of Directors

Funters

National & Community Alies
Press Room

CONTACT INFORMATION
Working Parinerships USA .
2102 Almaden Road, Ste. 107 San
Jose, CA 85125

p: 408.269,7872

f. 408.262.0183 .

e info@wpusa.org



Publications

LIEE 4N THE VALLEY
ECONOMY. UPDATE:
LABOR DAY 2007
August 2007

CALIFORNIA ROAD maP
FOR A TAX AND FISCAL
MAJORITY: A

VALUES BASED
APPROACH

bay 2007

LIFE IN THE VALLEY
ECONOMY, SILICON
VALLEY PROGRESS
REPORT 2007

March 2007

Recent Articles

CHAMBER BAGKS
HEALTH CARE
PROPOSAL {Falo Allo

Daily News)
Jonuary 25, 20468

COMMUNITY OFFERS
INPUT TN BOLVING G
JOBE BUDGET CRISIS
{San Jose Wercury News)
Dgcernber 1, 2007

BELIGIOUS LEADERS
STAND WiTH

CONTRACTER: SERVICE

WORKERS (The
Parinershio for Working
Farniies)

Oceher 2007

staff » executive direstor

Executive Director

Phaedra Ellis-Lamnking is the Executive Director of Working Pavinerships USA,
named by San Jose Magawxine as one of the 100 most powerful people in Silicon
Valley and one of "40 to watch under 40" by the Stlicon Vailey Bisiness Journal.
As a wornan of color, she has distinguished herself as an innovative leader in the
Silicon Valley and led the way for emerging leaders in the American progressive
movement, directing campatgns to win policy victories on local, regional, and
state levels. Shehas been featured in the Wall Sivevt Jowrnal online, San
Francisco Chronicle, San Jose Mercury News, America ot Work, NBC News and
ABC News,

After graduating from California State University-Northridge in 1008, Ms,
Ellis-Lamkins joined the staff of Working Partrerships USA as the group's
education coordinator. She led the Labor/Community Leadership Institute and
created its first senior felfows program. In this capacity Ms. Ellis-Lamking also
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Ms. Ellis-Lamling also serves os the Execative Officer of the South Bay ARL-CIO
Labor Council, repregenting mexe than 110,000 working families in Santa Clara
and San Benito counties. An ahnona of American Leadership Forum and has

" served on the boards of the Progressive Technology Project, New World

Foundation, and the Women's Fund of Silicon Valley and SETVES ONL the City of
San Jose General Plan Update Task Fores, Covete Valley Spocific Flan Thsk
Foiee, and the Central Labor Coundl Advisory Comimittee.
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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 dtsclcsure of problems in several recent City of San Jose (City)
fechnology projects, the 2004-2005 Santa Clara County Civii 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
Depariment, Purchasing Division (GS Purchasing). B 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, equspment 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, pohc:es 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 inciude
“purchasing”, "provisioning”, “sourcing”, and “supply management’,

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

» 3S Purchasing has developed procurement pohcy and procedures manuais 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 Mumcmai Code and by
state and federal law. .

« The City has both centralized and decentralized procurement prooesses 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 personne!
involvement or oversight in all procurement processes.

s 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,



and payment for, a product or service. They appear {0 become invoived in the
contract management phase of procurement only when they become aware of a
problem. The current gecgraphic remofteness of the GS Purchasing group may
deter ifs routine involvement in many procurement processes.

» Procurement files maintained by individual City depariments 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 fo be :nadequate
standards for the contents and organizat:on of procurement files. '

« The San Jose Municipal Code limits the contractmg authority of the City Manager,
City Council (Councily appointees and certain City department heads to $100,000
with contracts above that limit requmng 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 fypically granted as part of a single motion
to approve, without discussion, the “Consent Calendai" 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 activitles, and operates under its own set of state-mandated
requirements, policies and procedures.

- Some key objectives of a typical municipai government procurement organization are
to

s Make certam that the city receives the best value, in terms of qual:ty and price,
- obtainable for each tax doilar 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 parhcxpate in city contracts;

.« Monitor vendor performance to ensure reliability and financial wabslaty
« Ensure compliance with city, state and federal laws; and

+ Keep abreast of current developments in the field of purchasing, pnces market
conditions, and new products



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 Ctty government is unable fo
successfully execute technology pro;ects

A memorandum dated January 21, 2005 from the Mayor and two counc;t 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 appropnate due di!:gence
has occurred before City Council considers a major purchase of technology.”

~ During an initial inferview with the City Manager, Director of Finance and other
selected department heads, the Grand Jury was fold that several steps were already being
taken fo 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 personnet would be moving
from their current, remote iocation on Senter Road to the New Civic Cenfer, allowing them
easier access to other city depariments, and facilitating more direct oversight by Finance..

Discussion
PROCUREMENT POLICIES AND PROCEDURES

Procurement policy and procedures manuals are necessary io facilitate the consistent
and orderly implementation and use of applicable procedures by all members of an
organization involved in procurement acliviies. 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 depariment procuring
professional services to address its own needs. Procedures for the procurement of
professiona! services are not specifically set forth by GS Purchasing, and City
Depariments are not required by the San Jose Municipal Code fo 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



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

The Grand Jury ultimately reviewed the foliowmg 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 Proposai 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 informa) manner, and not in accordance with any formal change
conirol process.

The Grand Jury met with management of Finance and GS Purchasmg on several

- occasions to discuss concerns related to GS Purchasing manuals. It is not the intent or
purpose of the Grand Jury fo perform a detailed technical review of these documents.
However, it was. noted that the three procurement manuais reviewed did not appear to
address ali 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 idenfified by the City Auditor who, in 1286, 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 milion and involved complex technology, professional services, or
- commodities. Five of the eight procurements were for professional services and were
performed by user depariments, specifically the Environmental Services, Finance, and
Information Technology Departments. The remaining three procurements were performed.
by GS Purchasing. The procurement files provided fo 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;

» Departmént recommendation for award;

» City Council authorization memorandum;

« Review and approval by GS Purchasing Manager and !T}trector of General
Services;



o City Attorney approval;
o Copy of purchase order/contract;

¢ Type of purchase order or contract identified, e.g., Firm Fixed Prtce Time &
Materials, Cost plus Fixed Fee, efc,;

s Evidence of invoice(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 fites 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.

Al 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 {o focus primarily on processing purchase orders, with little evidence of overall
procurement management and follow-up. During discussions with the Grand Jury, Finance
and GS Purchasing management asserted that, due to the limited resources avaijiable, GS
Purchasing personnel could not perform day-to-day procurement management of major
confracts. Rather, they performed procurement management on an “exception” basis as
problems arose of were identified. Substantial risks (e.g. costly fitigafion, inadequate
fechnical 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



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 confracts is fypically granted as part of a

single motion to adopt, w;thout discussion, all items listed on the “Consent Calendar” of the -
Council agenda.

The $100,000 procurement approvai 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 normai 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 Venfura. While ranked as the eleventh largest municipality in the

United States, San Jose’s threshold for Councﬂ 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 govemning 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 ali conflicts of interest relevant to any

procurement must be made and considered by appropriate management and legal
authorities.

Conqlusions

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
Depariment of Public Works.

Finding 1

GS Purchasing has developed procurement poiicy' and procedures manuals, but the
manuals appear to be maintained and revised in an informal manner. Further, the manuals
do not appear fo fully address alt relevant areas of the procurement process nor all

applicable requirements mandated by the San Jose Municipal Code and by state and
federal law.



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 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 fraining on these policies and procedures, including periodic
-refresher fraining.

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 depariments handle
procurement of professional services, without any required paticipation 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 lnvolvement or
oversight in all procurement processes.

Finding 2B

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 dehvery of, and
payment for, a product or service. They appear to become involved in the confract
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 alf
supplies, materials, equipment, and general and professional services; and (b) assure that
sufficient staffing, fraining, 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.



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
checkiist of key procurement records could be a useful way of identifying and organizing
" documents to be accumulated and included in a procurement fite. it may be appropriate for

the City Auditor to conduct a more complete assessment of the qualify of existing
procurement documentation in order fo fully address deficiencies. ‘

F:ndmg 4

The San Jose Municipal Code limits the contracting authority of the City Manager City
Councii appointeas 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 Councii 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 confracts is typically granted as part of a singie 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 normat procedures are followed and the
procurement budget has been appropriated.



PASSED and ADOPTED by the Santa Clara County Civil Grand Jury on this 9‘“ 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

Backgmund

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 Clty
Council directed its City Attorney to amend prowsaons 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 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 safisfied 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 dolfar 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), fraining, 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



which allow local agencies to obtain goods and services af 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 competitive bids for city contracts which exceed a threshold estimated cost
to perform, and award those contracts o the lowest responsible bidder. A “competitive
bid" is the price at which a responding party offers fo provide the goods or services the
city is seeking. To qualify as a “responsible bidder,” the responding party must
demopstrate the quality, fitness, capacity, and experience to satisfactorily perform the
services being solicited. The City of San Jose's sclicitation and award of contracts for the

purchases of goods and services is govemed 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-doltar 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 Pracﬂces June 22, 2006}

~ As a result of its findings, the 2004-2005 Grand Jury recommended the City
draft formai procurement policies, including procedures fo 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
srgmﬁcantly increase the-then One Hundred Thousand Dollar ($100,000) threshold for
requiring City Council approval.

On December 6, 2005, the City Counci! directed the City Attorney to amend

- provisions of the Municipal Code governing the City's procurement process to, among
other revisions, centralize responsibility for purchasing, and to increase the dollar

amount of contracts requiring Council approvai [November 6, 2006 Memorandum}.

After two years of coordmated 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 drafled policies and procedures to create a more efficient,
transparent and resourceful procurement process. Notably, since April 2006, 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 commf‘cted fo
government accountability and the openness of its dealings.

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

*

Under the San Jose Municipal Code, adopted February 27, 2007, the City's
Manager, Attorney, Auditor, and Clerk are authorized fo 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 guarterly basis, the City Council shall receive a report describing all
contracts enfered into by the City's Manager, Attorney, Auditor and Clerk
which weré valued at $100,000 or more.

To centralize purchasmg, responsibitity for managing the procurement of
goods is now limited to a Council appointee, the City Manager, and the
Finance Director. However, since confracts for services need o be
administered by the Department requiring the service, a Cerlified Contract
Specialist (CCS) position has been created in each Department expected to

.procure services. The CCS will liaise with the Finance Department and be

fequired to attend specialized training and regularly scheduled meetings.

On Aprll 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 Certlfied 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 fo the Chief Purchasing
Officer.

lAn online Reguest for Proposal manual, scheduled for publication in May

2007, will provide guidance for staff, suppliers, and the public on the
procuremert process.



Conclusion

The method by which San Jose accomplished the restructuring of its
procurement process illustrates how a unified, interdeparimental strategy, implemented
by dedicated city officials and staff, can have a positive influence on public poiicy “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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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). i also included a review of

procurement policies and procedures, and the evaluation of ﬁies for eight major
procurements. :

This report addresses procurement of supplies, materials, equspment and general
services by GS Purchasing, and procurement of professional services by authorized City
depariments. 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 setvices for an enterprise. Simitar terms include
“purchasing”, “provisioning”, “sourcing”’, and “supply management’.

~ The Grand Jury investigation resuited 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 C:ty has both ceniralized 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 fo 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,



and payment for, a product or service. They appear 10 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.

e Procurement files maintained by individual City depariments for professnonal
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 fo be inadequate
standards for the contents and organization of procurement files.

» The San Jose Municipal Code limits the contracting authority of the City Managar
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 farge cities and counties in
California. Requiring Council approval of relatively small contracts increases costs
and adds delays to the procurement process, with litle 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.

Baékground

City GS Purchasing and other City departments authorized to procure professronal
services coliectively 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 lts own set of state-mandated
requirements, policies and procedures.

Some key objectives of a typlcai muntc.lpal government procurement organrzatlon are
tor

+ Make certain that the city receives the best valug, in terms of quahty 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 aocountabllity for procurement actions taken;

« Guarantee that small businesses, and those that are dtsadvantaged female,
and/or minority-owned have equal opportunity to parficipate 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.



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 unabie 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 fo deliver
guality 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 difficuities in several recent high profile technology projects,
including CUSP [an integrated ufility billing, Customer Service and Performance
management systemj, 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 appropruate due diligence
has occurred before City Council considers a major purchase of technology.”

During an inifial interview with the City Manager, Director of Finance and other
selected depariment 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, aliowing 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 impiementation and use of applicable procedures by all members of an
organization involved in procurement activiies. 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 GS8 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



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

The Grand Jury uitlmately reviewed the fo!lovwng 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 Manua! 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 Purchas:ng on several
“occasions to discuss concems related to GS Purchasing manuals. It is not the infent or
purpose of the Grand Jury to perform a detailed technical review of these documents.
However, it was noted that the three procurement manuails reviewed did not appear to
address all relevant areas of the procurement process uniformiy, nor did the ‘manuals
address ail 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 ;mp!ementmg 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, recomimended that GS
Purchasing should “develop a comprehensive wiitten 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 fo the Grand Jury were evaluated as a
minimum standard for completeness according to the following criteria;

-« Purchase Requisition {or authorization fo 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;
. Ctty Council authorization memorandum;

» Review and approval by GS Purchasing Manager and Director of General |
Services;



. City Attorney approval;
» Copy of purchase order/contract;

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

e Evidence of invoice(s) payment;‘
» Request For Proposal/Quote/Qualification; and
» Winning bidder's proposail.

~ The five procurement files for professmnaf 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 fo be more complete -
and better organized than those prepared by user organizations for professional services.

However, there stiil appeared to be no- uniform standards for the contents and organization
of the ﬁles

All e:ght procurement files were inconsistent in the information they contained. The
Grand Jury found it very difficuli 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 the Grand Jury, Finance
and GS Purchasing management asserted that, due to the limited resources available, GS
Purchasing personnel could not perform day-tfo-day procurement management of major
- confracts. Rather, they performed procurement management on an “exception” basis as
problems arose or were identified. Substantial risks (e.g. costly litigation, inadeguate
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 nof having

professional procurement personne! involvement- or oversight in all procurement
PIOCesses.

In addition to this evaiuation of eight sample procurement files, the Grand Jury has
issued a separate report on the problematic procurement and implermentation of the San
Jose Police Department Computer Aided Dispaich Systemn, entitied “Problems
Impiementing 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 confracting
authority of the City Manager, Councit appointees, and cerfain City Depariment heads to
$100,000, with contracts above that limit requiring approval by the Council. Requiring



Council approval of relatively small contracts increases costs and adds delays (e.g.,
preparation, review and approval of Councii 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, wathout discussion, all items fisted on the “Consent Calendar” of the
Councit agenda.

The $100,000 procurement approval authority is low in comparison with other major
ciies. A survey of citles 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 councii 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 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 fo City po!:cnes and procedures is
central to accountability and all personnel involved in procurement actions must be trained
to understand and comply with govemning policies and procedures. Full documentation of
pracurement 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 consxdered by appropriate management and legal
authorities.

_ Canqlus&ons

The importance of the procurement function to the overall financial and operationat
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
Recommendatsons do not address procurement of construction activities by the City
Department of Public Works. _

Finding 1

GS Purchasing has developed procurement policy and pfbcedures manuals, but the
manuals appear to be maintained and revised in an informal manner. Further, the manuals
do not appear fo fully address ali relevant areas of the procurement process nor all

-applicable requirements mandated by the San Jose Municipal Code and by state and
federal law.



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 shouid be given to using the services of a
- professional consultant fo 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 trammg on these policies and procedures, including periodlc :
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 gener&i services. However, individual City departments handie
procurement of professional services, without any required participation of GS Purchasing
personnel or compliance with current GS Purchasing procedures, Substantial risks (e.g.
costly fitigation, inadequate - techmcal standards, higher costs, delays in delivery and
instaliation, and the product or services not meeting the business user's requiremenis)
may be incurred by not having professional procurement personnel involvement or
oversight in all procurement processes.

Finding 2B

GS Purchasing personnel appear to focus primarily on processing purchase orders,
and do not fully function as procurement professionals who are actively invoived
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 confract
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 alf
suppiies, 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 fo carry out this expanded role, GS Purchasing should
be located closer to the City user departments to facilitate mvotvement in the day-to-day
development and management of major contracts.



Finding 3

* The Grand Jury evaluated a sample of eight procurement cases. Procurement files for
five of these cases were managed by individual City depariments 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 comp!ete but there appear to
be inadequate standards for the conients and organization of procurement files.

- Recommendation 3

Documentation standards in Procurement procedures should be strengthened. A
checkliist of key procurement records could be a useful way of identifying .and organizing
documents o be accumulated and included in a procurement file. it may be appropriate for
the City Auditor to conduct @ 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 appomtees and certain City department heads fo $100,000, with contracts above
$100,000 requiring approval by the Councit. This threshold for Council approval is low in
commparison with other large cities and counties in California. Requiting Councit approval of
refatively 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 mofion to adopt
without discussion, the “Consent Calendar” on the Counc;l agenda.

Recommendation 4

Once appropriate steps are taken, the S8an 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 fo 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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2006-2007 SANTA CLARA COUNTY
CIVIL GRAND JURY REPORT

SAN JOSE'S RESTRUCTURED
PROCUREMENT PROCESS APPLAUDED

Background

On Decembér 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

Councif directed its City Attorney to amend provzstans of the Municipal Code governing
San Jose's procurement process. -

Audit reports issued in June and October 2004 re'commended San Jose draft
procurement policies to ensure that the goods and services contracied for were those
provided by the suppliers, and that stated doliar 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 confiicts disclosure policy; compel fraining for all personnel expected fo 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 Councit approval

Since several of the recommendations concerning the procurement process
required multi-year efforts, the 2006-2007 Santa Clara County Civil Grand Jury reviewed
the City's altention to those over the past two years. By May 2007, San Jose had
completely restructured its procurement process, and by doing so safisfied the
recommendations stated by its auditor and the 2004-2005 Grand Jury. Specifically, the
Municipal Code provisions goveming 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 doliar 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), ftraining, 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



which allow local agencies to obtain goods and services at the lowest cost commensurate
with quality while mamtammg administrative control of the projects. This Report uses the
term “procurement process” fo refer to the entirety of the laws, procedures, and policies:
- which regulate the City’s bidding and contracting for goods and services.

Discussion

California municipalifies are required to “adopt policies and procedures, inctuding
bidding regulations, governing purchases of supplies and equipment by the local agency”
[California Government Code §§ 54201-54205]. 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 parly 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 Titie 4 of the San Jose Municipal
Code.

in a report filed June 22, 2005 the 2004-2005 Santa Ciara County Civil Grand
Jury founci .

Several recent, high-visibility, multi-million-dollar Clty 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 resuit of its findings, the 2004-2005 Grand Jury recommended the City
- draft formal procurement policies, including procedures to manage conflict of inferests
and ensure prudent accountability; compel training on the precurement process for all
personnel expected to handle purchasing of goods and services; assign the
responsrb;hty for the entire procurément process to a. single department and
mgnaﬁcanﬂy increase the-then One Hundred Thousand Dei!ar ($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 governing the City’s procurement process fo, 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 foilowsng are among the Signtf icant lmprovements San Jose has made to 1ts
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,
fo enter into contracts for goods with an estimated cost to provide of
$1,000,000; servicés with an estimated cost to perform of $250,000; and ali

.other purchases with & 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 _centratize purchasing, responsibility for managing the procurement of
goods is now limited to a Council appointee, the City Manager, and the
Finance Director. However, since confracts for services need to be
administered by the Department requiring the service, a Cerlified Contract

. Specialist (CCS) position has been created in each Department expected to

procure services. The CCS will fiaise with the Finance Department and be
required to attend specialized fraining 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 procéss, 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 pubiication in May
2007, will provide guidance for staff, suppliers, and the public on the
procurement process.



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 under public purview.
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