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SUBJECT: APPROVAL OF AN AUTOMATED TELLER MACffiNE CONCESSION
AGREEMENT WITH U.S. BANK

RECOMMENDATION

Approve an Automated Teller Concession Agreement (Agreement) with U.S. Bank for a telID of
approximately seven (7) years from January 1, 2009 to December 31, 2015, with a monthly
concession fee to the Norman Y. Mineta San Jose International Airport (AirpOli) beginning in
the first year of the Agreement of one thousand five hundred dollars ($1,500) per automated
teller machine (ATM), for a total estimated annual first year concession fee to the AirpOli in the
amount of$144,000.

OUTCOME

Approval of the Agreement would replace three (3) separate ATM providers with U.S. Bank at
the AirpOli. The telID would be seven (7) years beginning on January 1, 2009, and the concession
fee would increase from an existing six hundred fifty dollars ($650) per month per machine to
one thousand five hundred dollars ($1,500) per month per machine. The transaction fee to ATM
customers would be two dollars ($2), with any increases requiring approval from the Director of
Aviation.

BACKGROUND

On July 30, 2008, the City of San Jose released a Request for Proposals (RFP) for a non
exclusive ATM Concession at the AirpOli for the purpose of installation and operation of ATMs.

. Fifty-one (51) companies were notified of the RFP, and the documents were posted on
RFPDepot.com. The. RFP included eight (8) initial ATM locations with the quantity fluctuating
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until construction is complete in Terminal A and Terminal Bin 2010. There will ultimately be
nine (9) ATM locations at the Airport under the ATM Concession.

The RFP listed specific performance standards for the ATMs, including minimum services,
maximum transaction fees for customers and design standards. The monthly concession fee was
a biddable item and the fee is increased on an annual basis using the increase in the CPI or three
percent (3%), whichever is greater.

Thirteen (13) companies attended a mandatory pre-proposal meeting and tour on August 13,
2008. The prospective proposers had until August 21,2008, to submit questions and requests for
clarifications regarding the RFP. The City received sixty-three (63) questions, many of which
were duplicates. On August 28, 2008, the City posted an addendum to respond to questions.

The City"received three (3) proposals by the September 12,2008, submission deadline, including
Bank of America, Cardtronics L.P. and U. S. Bank. Staff conducted an initial review of the
proposals to determine that the minimum qualifications as outlined in the RFP had been met.
During this review it was discovered that Bank of America and Cardtronics L.P. did not
demonstrate in their proposals that they met the minimum qualifications. In addition,
Cardtronics L.P. had submitted a concession fee that was based on number of transactions and
was diff~rent for each ATM which was not consistent with the requirements of the RFP..·The
RFP Evaluation Committee reviewed and evaluated the U.S. Bank proposal and found that it met
or exceeded the needs of the Airport.

On September 26, 2008 the City sent notices to Bank of America and Cardtronics L.P. that their
proposals were non-responsive. On September 26,2008 another notice was sent to all three (3)
proposers notifying them that the City intended to award the Agreement to U.S. Bank. The
proposers then had ten (10) calendar days to file a protest with the Assistant Director of
Aviation. No protests were received.

ANALYSIS

There are currently three (3) ATM providers at the Airport, including American Airlines Federal
Credit Union, Bank of the West and Ice Currency. These providers pay the Airport six hundred
fifty dollars ($650) per ATM per month and there are currently eight (8) ATMs for a combined
total annual income of sixty-twO" thousand four hundred dollars ($62,400) per year.

U.S. Bank proposed to pay a monthly concession fee of fifteen hundred dollars ($1,500) per
ATM for a total first year income to the Airport of approximately one hundred forty-four
thousand dollars ($144,000) based on eight (8) ATM locations. There will ultimately be nine (9)
ATM locations for a total yearly income to the Airport of approximately one hundred sixty-two
thousand dollars ($162,000). The RFP and Agreement provide that the concession fee increases
annually three percent (3%) or by the increase in the CPI, whichever is greater.
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The number of ATM locations can be increased if mutually agreed to by the Director ofAviation
and u.s. Bank. The number of ATM locations can decreased if mutually agreed to by the
Director of Aviation and U.s. Bank, or solely by the Director of Aviation based on the City's
requirements for the Airport, changes in flight schedules or other business conditions.

The transaction fee to ATM customers will be two dollars ($2) per transaction for non-U.S. Bank
customers, with any increases requiring approval from the Director of Aviation. U.S. Bank has
proposed a future increase to the concession fee to one thousand eight hundred dollars ($1,800)
per ATM, if the Director ofAviation approves increasing the ATM transaction fee to three
dollars ($3). The Airport will only increase the transaction fee to three dollars ($3) if and when
that becomes the industry average transaction fee charged by ATM providers to non-member
customers. In the event that the transaction fee is increased to three dollars ($3), revenue to the
Airport would be one hundred ninety-four thousand four hundred dollars ($194,400) based on
nine (9) ATM locations.

The Agreement is for a term of approximately seven (7) years expiring on December 31, 2015.
Should the City require U.S. Bank to move an ATM, the Airport will pay the reasonable
associated relocation costs. To provide for better service and reduced down time of ATMs,
liquidated damages for performance standard breaches have been added to the Agreement.

EVALUATION AND FOLLOW UP

The Director of Aviation shall be responsible for coordination of this Agreement and shall render
overall supervision of the progress and performance.

PUBLIC OUTREACHIINTEREST

o Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Website posting)

o Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality .oflife, or financial/economic vitality of the City. (Required: E
mail and website posting)

o Criterion 3: Consideration of proposed changes to service delivery, programs, staffing that
may have impacts to community services and have been identified by staff, Councilor a
community group that requires special outreach. (Required: E-mail, website posting,
community meetings, notice in appropriate newspapers)
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This item does not meet the above criteria requiring additional notification; however, it will be
posted on the City's Council Agenda Website for the December 2, 2008 Council Meeting.

COORDINATION

This memorandum has been coordinated with the City Attomey's Office and the Budget Office.

COST SUMMARY/IMPLICATIONS

The City is projected to receive approximately one hundred forty-four thousand dollars
($144,000) in concession fees in the first full year of the agreement.

CEQA

Resolutions No. 67380 and 71451, PP 08-219

WILLIAM F. SHE
Director of Aviatio
Airport Departm t

For more information or answers to questions, please contact WilliamF. Sherry, Director of
Aviation, at (408) 501-7669.


