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4.x Purchase of Real Property located at 802 West Home Street.

Recommendation:
(a)    Approve the purchase agreement with James and Jean McCarthy, as trustees, in

the amount of $1,675,000 for the purchase of land located at 802 West Home
Street, San Jos4, CA, (APN No. 264-11-112) for the future expansion of the Del
Monte Park; and

(b) Adopt a resolution authorizing the City Manager to execute the purchase
agreement and all other documents necessary to complete the transaction, to settle
any relocation claims stemming from the City’s purchase of this property up to a
.maximum of $196,625, and to make the necessary payments to hold the site
vacant if the tenants vacate early to a maximum of $278,375; and

(c) Adopt the following Appropriation Ordinance amendments in the Subdivision
Park Trust Fund (375):
(1)    Establish an appropriation to the Parks, Recreation and Neighborhood

Services Department in the amount of $2,150,000 for the West Home
Street Land Acquisition; and

(2) Decrease the Reserve: Del Monte Park Land Acquisition and
Development by $2,150,000.

CEQA: Exempt, File No. PP08-220. Council District 6. SNI: Burbank/Del Monte.
(Economic Development/Parks, Recreation and Neighborhood Services/City Manager’s
Office)
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4oX

7oX

Approval of Neighborhood Housing Services of Silicon Valley’s Plan to Address its
Homeventure Fund and Home Investment Partnership Obligations.

Recommendation:
(a) Adopt a resolution:

(1)    Authorizing the Director of Finance to write-off Neighborhood Housing
Services of Silicon Valley’s (NHSSV) $1,300,000 loan from the Low and
Moderate Income Housing Fund for past operating expenses and in
exchange, accepting NHSSV’s commitment to utilize $1,300,000 in
CalHOME grant proceeds within City of San Jos~ municipal boundaries;

(2) Accepting NHS SV’s proposal to repay the City $1,917 per month over
five years for its $115,000 obligation in HOME Investment Partnership
funds;

(c) Authorizing the Director of Housing to negotiate and execute all
documents related to the fulfillment of the conditions of these
recommendations as adopted by the City Council, and;

(b) Adopt the following Appropriation Ordinance amendments in the Housing Trust
Fund:
(1) Establish a Transfer to the Home Investment Partnership Program Fund by

$115,000; and
(2) Decrease the Ending Fund Balance by $115,000.

(c) Adopt of the following Appropriation Ordinance and Funding Sources Resolution
amendments in the Home Investment Partnership Program Fund:
(1)    Increase the revenue estimate for Transfers by $115,000; and
(2) Increase the appropriation to the Housing Department for the Loans and

Grants project by $115,000.
CEQA: Not a Project. (Housing/Finance/City Manager’s Office)

Actions related to the Report on the Request for Proposals for Commercial Solid
Waste System.

Recommendation:
(a)    Accept the Report on Request for Proposals; and
(b) Adopt a resolution authorizing the City Manager to:

(1) Negotiate agreements with Allied Waste Industries including exclusive
franchise agreements to perform Commercial Solid Waste and Recyclable
Material Collection services citywide from July 1, 2012 through June 30,
2027, and a Memorandum of Understanding for transition to the
redesigned commercial solid waste system.

(2) Negotiate agreements with Zero Waste Energy Development Company
including an agreement to perform Commercial Organic Waste Processing
services citywide from July 1, 2012 through June 30, 2027, and a
Memorandum of Understanding for transition to the redesigned
commercial solid waste system.
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(3) Return to the City Council in June 2011 with proposed agreements for
execution and proposed ordinances or resolutions for adoption, to
implement the redesigned commercial solid waste system.

CEQA: Not a Project, File No. PP10-066(e), e. Services that involve no physical changes
to the environment. (Environmental Services/Finance)

[This item was previously distributed as a pre-Early Distribution item on March 17, 2011.]

These items will also be included in the Council Agenda Packet with item numbers.

NADER
Assistant to the City Manager
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DATE: 03-14-11

COUNCIL DISTRICT: 6
SNI: Burbank/Del Monte

SUBJECT: APPROVAL OF AN AGREEMENT FOR THE PURCHASE OF REAL
PROPERTY LOCATED AT 802 HOME STREET AND ADOPTION OF
APPROPRIATION ORDINANCE AMENDMENTS IN THE SUBDIVISION PARK
TRUST FUND

RECOMMENDATION

1. Approve the purchase agreement with James and Jean McCarthy, as trustees, in the
amount of $1,675,000 for the purchase of land located at 802 West Home Street, San
Jos6, CA, (APN No. 264-11-112) for the future expansion of the Del Monte Park; and

2. Adopt a resolution authorizing the City Manager to execute the purchase agreement and
all other documents necessary to complete the transaction, to settle any relocation claims
stemming from the City’s purchase of this property up to a maximum of $196,625, and to
make the necessary payments to hold the site vacant if the tenants vacate early to a
maximum of $278,375; and

3. Adopt the following Appropriation Ordinance amendments in the Subdivision Park Trust
Fund (375):

a. Establish an appropriation to the Parks, Recreation and Neighborhood Services
Department in the amount of $2,150,000 for the West Home Street Land
Acquisition; and

b. Decrease the Reserve: Del Monte Park Land Acquisition and Development by
$2,150,000

OUTCOME

Acquisition of the subject property will allow for the expansion of the Del Monte Park, and it
will assist in meeting the goal of adding parkland within the Burbank/Del Monte community in
Council District 6. The property at 802 West Home Street is immediately adjacent to Del Monte
Park and its purchase will allow the City to increase the size of the park, which will better serve
the needs of the community.
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BACKGROUND

For the past few years, the Buena Vista, Sherman Oaks, Willow Glen, and Shasta Hanchett
Neighborhood Associations and the BurbanldDel Monte Neighborhood Advisory committees
(NAC) have worked very hard to locate more park space for their respective neighborhoods. The
neighborhood Organizations have also been very diligent in working with park staff and
developers to ensure that new parks meet the needs of the surrounding/existing neighborhood
communities. City Council approved the Del Monte Park Master Plan on September 9, 2008 and
this park is identified as a "Top 10" priority in the Burbank/Del Monte Strong Neighborhoods
Initiative Action Plan. This action solidified the needs of the community. Phase I construction
will include a bathroom facility and a "dog run." Del Monte Park currently covers around 2.2
acres between Auzerais Avenue and Los Gatos Creek, and the goal is to expand the park to at
least four to five acres in the future. The acquisition of the subject property brings that goal
closer to reality.

ANALYSIS

The subject site is roughly rectangular in shape. According to public records, the subject site
contains 39,775 gross square feet of land area. However, a portion of the site falls within the
banks of adjacent Los Gatos Creek and a portion is encumbered by a trail easement in favor of
the City of San Josd. The property is also encumbered by an easement in favor of Pacific Gas
and Electric Company for public utilities and in favor of the Santa Clara Valley Water District
for water management and storm drainage purposes. The presence of these easements does not
affect the development of the property as a park as such development is presently contemplated.
The remaining net site consists of approximately 26,500 square feet of level, usable land area.
The subject site is improved with an industrial building housing two business tenants, a marble
manufacturing and sales company and a medical products warehouse operation, whose lease
terms are either on month-to-month or are to expire later this year. There is also a cell phone
antenna lease located on the outside of the property, the term of which is subject to an extension
of up to approximately 15 years.

The current tenants, as well as the property owner, may qualify for relocation benefits under
applicable law. The amount of the benefits is to be determined by the complexity of the move,
specifically in the case of the marble company. Based upon the potentially applicable categories
of eligible expenses and the nature of the businesses, staff estimates the total relocation costs for
eligible recipients would be approximately $150,000, but should not exceed $196,625.

In order to accomlnodate the property owner’s desire to close this transaction as part of a tax-
deferred exchange, the escrow period could extend for Up to two years. In the event the current
tenants vacate the premises prior to the close of escrow, the purchase agreement provides that the
City will compensate the property owner to hold the site vacant in accordance with"the City’ s
standard practice. Such compensation would amount to a cost to the City of $11,598 per month
for a total potential exposure over the escrow period of approximately $278~375. Holding the
property vacant may reduce the likelihood of the City incurring possible additional relocation
expenses and other responsibilities; however, this provision has been required by the property
owner as a condition to proceeding with the sale.



HONORABLE MAYOR AND CITY COUNCIL
03-14-11
Subject: Purchase of Real Property located at 802 West Home Street
Page 3

The Environmental Service Department (ESD) performed a Phase I Environmental Site
Assessment in November 2008. Based upon the historical uses (marble manufacturer) there
were some concerns about past hazardous materials usage on the property. In June 2010, ESD
performed a more thorough review of the property which included analyzing the shallow soil for
solvent contamination. The results were either non-detectable or below environmental screening
levels for the environment or public health. Based upon these findings, ESD odes not
recommend a Phase II Investigation of the property.

The City had the property appraised in November 2008. The appraisal concluded the market
value of the fee simple interest in the subject property at the time to be $1,300,000. In
Subsequent negotiations with the property owner in which he provided additional lease
information staff agreed to a purchase price of $1,675,000. The lack of lease information
prevented the City’s appraiser from utilizing the income valuation approach leaving him with no
option other than to use the less accurate sales comparable approach. The agreed upon
settlement precludes the necessity of having to resort to court condemnation proceedings.

Particularly in light of the potential extended escrow period, the purchase agreement provides
that the City Manager may execute amendments to the agreement on behalf of the City so long
as such amendments do not require further appropriation.

A map showing the subject property is attached as Exhibit A. The City is in discussions with
developers to continue to expand the park in the future and will continue to pursue this
opportunity. The current parcel under consideration is the first step towards the future
expansion. The development of the 2.2 acres currently owned by the City is on hold pending the
identification of construction and maintenance funding. Del Monte Park is one of the 12 new
park and recreation capital projects that were approved to be delayed on February 9, 2010 in
order to avoid the impact of ongoing operations and maintenance costs to the General Fund.
Parks, Recreation and Neighborhood Services Department will return to City Council with
recommendations to proceed with the development of the expansion of the park should funding
be identified for design, construction and the park establishment period.

EVALUATION AND FOLLOW-UP

Staff will seek City Council approval at a later date for the appropriation of funds for the design
and construction of the park.

PUBLIC OUTREACH

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

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

Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)
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Staff initiated a public outreach process and worked with affected community members and
neighborhood groups in developing the concept plan for the new park. Staff held community
meetings on October 10, 2007 and on February 12, 2008 to solicit community input and
feedback regarding design concepts and ideas. In addition, on January 16, 2008 staff held a
focus group meeting with Del Monte Park Historical Elements Subcommittee, which is
composed of core community members. At the community meeting in February 2008, the
community soundly endorsed staffs recommended concept design for the park.

This follows the standard community outreach process for capital projects, including master plan
developments. The Parks and Recreation Commission heard this item on May 21, 2008 and
approved the Del Monte Park Master Plan on June 18, 2008.

This item meets Criterion 1: Requires Council action on the use of public funds equal to $1
million or greater. This memorandum will be posted on the City’s website for the April 5, 2011
Council agenda.

COORDINATION

This project has been coordinated with the City Attorney’s Office, and the Council District 6
Office.

COST SUMMARY/IMPLICATIONS

AMOUNT RECOMMENDED FOR THE ACQUISITION:
Amount of City’s offer to be deposited into escrow:
Amount of relocation costs
Amount of "Rent to hold Vacant"

$1,675,000
$196,625
$278,375

2. SOURCE OF FUNDING: Del Monte Park Land Acquisition
and Development Fund - (375)

OPERATING COST: This memorandum provides funding for the purchase of land for the
future development of Del Monte Park. The 2012-2016 General Fund Forecast includes
funding of $39,000 beginning in 2015-2016 for Del Monte Park for operations and
maintenance costs for the initial 2.2 acres currently owned by the City. This cost does not
reflect the estimated operations and maintenance costs for the expansion project. Once the
design of the facility has been completed, the operating and maintenance impact will be re-
examined and revised accordingly.
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BUDGET REFERENCE

Adopted
2009-2010 Last Budget

Amount of Capital Action
Fund Appn Appn. Name Total Appn. Recommendation Budget (Date, Ord.
# # Page No.)

FundingAvailable

375 8237 Reserve: Del $5,225,000 V-543 06/29/10
Monte Park Land Ord. No.
Acquisition and 28765
Development.

Total Funding for Agreement $2,150,000

CEQA: PP08-220

/s/ /s/

KIM WALESH
Director, Office of Economic Development
Chief Strategist

ALBERT BALAGSO
Director of Parks, Recreation and
Neighborhood Services

J~IFER A. MAGUIRE

Budget Director

For questions please contact NANCI KLE1N, DEPUTY DIRECTOR, OFFICE OF ECONOMIC
DEVELOPMENT, at 535-8181.

Exhibits:
A - Real Property Map
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SUBJECT: APPROVAL OF NEIGHBORHOOD HOUSING SERVICES OF SILICON
VALLEY’s (NHSSV) PLAN TO ADDRESS ITS HOMEVENTURE FUND
AND HOME INVESTMENT PARTNERSHIP OBLIGATIONS

RECOMMENDATION

It is recommended that the City Council adopt a Resolution:

1) Authorizing the Director of Finance to write-off Neighborhood Housing Services of Silicon
Valley’s (NHSSV) $1,300,000 loan from the Low and Moderate Income Housing Fund for
past operating expenses and in exchange, accepting NHSSV’s commitment to utilize
$1,300,000 in CalHOME grant proceeds within City of San Jos~ municipal boundaries;

2) Accepting NHSSV’s proposal to repay the City $1,917 per month over five years for its
$115,000 obligation in HOME Investment Partnership ("HOME") funds;

3) Authorizing the Director of Housing to negotiate and execute all documents related to the
fulfillment of the conditions of theserecommendations as adopted by the City Council, and;

4) Adoption of the following Appropriation Ordinance amendments in the Housing Trust Fund:
a. Establish a Transfer to the Home Investment Partnership Program Fund by

$115,000; and
b. Decrease the Ending Fund Balance by $115,000

5) Adoption of the following Appropriation Ordinance and Funding Sources Resolution
amendments in the Home Investment Partnership Program Fund:

a. Increase the revenue estimate for Transfers by $115,000; and
b. Increase the appropriation to the Housing Department for the Loans and Grants

project by $115,000.
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OUTCOME

The approval to authorize the Director of Finance to write-off the NHSSV’s $1.3 million loan
from the Low and Moderate Income Housing Fund will reduce the debt being carried by the
nonprofit organization. This will greatly improve NHSSV’s prospects for receiving additional
grants from other sources that fund foreclosure prevention assistance, homeownership
counseling, and other vital services to San Josd residents. This loss will be offset by the
NHSSV’s utilization of new CalHome grant proceeds to make homebuyer loans exclusively to
San Jos~ residents.

Authorizing the loan from the Housing Trust Fund will keep the City in good standing with HUD
and therefore, allow the City to remain eligible to receive federal funding for housing and
community development programs, and provide NHSSV with sufficient time to repay the City.

BACKGROUND

Neighborhood Housing Services Silicon Valley is a congressionally-chartered NeighborWorks
organization and a local 501(c)(3) nonprofit corporation specializing in programs and services
that promote and support affordable homeownership and neighborhood revitalization in San
Jos~. In the mid-1990s, the City requested that NeighborWorks America support the
establishment of a local affiliate in the City of San Jos~ and offered significant financial support
to the organization. Since 1999, NHSSV has been the City’s predominant nonprofit housing
partner specializing in homebuyer education, counseling, and other mortgage and real estate-
related services for low- and moderate-income homebuyers.

NHSSV is also a partner of the local "Don’t Borrow Trouble Silicon Valley" campaign, designed
to increase awareness and education about predatory lending practices in Silicon Valley. The
organization has also been at the forefront of addressing the loan foreclosure issue. It currently
operates a foreclosure prevention program with federal funding through the NeighborWorks
America organization. NHSSV is also a partner in San Jos~’s Neighborhood Stabilization
Program (NSP) II consortium. Since its inception, NHSSV has provided thousands of
prospective homebuyers with pre-purchase homebuyer education and performed real estate and
lending services for hundreds of first time homebuyers. NHSSV earns fees for lending and real
estate brokerage services when assisted homebuyers close their loans.

City’s Contribution to the HomeVenture Fund

On September 5, 2000, the City Council authorized the Housing Department to contribute up to
$2,000,000 to the NHSSV HomeVenture Fund from the Low and Moderate Income Housing
Fund. This action established the NHSSV HomeVenture Fund as a capital account designed to
provide deferred subordinate financing for home purchases by low- and moderate-income
households. Since the HomeVenture Fund’s inception, it has been successfully utilized to help
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over 160 low- and moderate- income households acquire homes within the City of San Josd.
Out of this total, 108 were made to low-income households and 60 homes were purchased in
Strong Neighborhoods Initiative (SNI) areas.

Since 2000, a number of actions have been taken to modify the amount of funds available for
lending. Recent actions include an amendment to the HomeVenture Fund Agreement approved
by City Council on June 19, 2007 to increase the City’s total funding of this account to $4.55
million. As described below, on October 30, 2007, the City Council approved another
amendment to authorize the temporary transfer of up to $1.3 million from the Fund to be used to
offset a budget deficit that resulted in part from the City’s reduction in operating fund subsidies
to NHSSV.

NHSSV’s HomeVenture Fund Obligation

On October 30, 2007, the City Council approved the Housing Department’s recommendation to
allow the transfer of $1.3 million from the HomeVenture Fund to NHSSV’s operating budget.

The funds were to be used for accrued administrative costs that were incurred by NHSSV over
several years. As stated in the memorandum to the City Council supporting that action, it was
the non-profit organization’s intention to replenish the capital account from two grants that
NHSSV had been awarded from the Community Development Financial Institution (CDFI). In
accordance with CDFI grant agreements, after successful completion of the three-year contract
period, the grant funds were to become "unrestricted," and could be used to support other
programs and services offered by NHSSV.

NHSSV was unable to replenish the capital account with the CDFI grant proceeds due to the soft
housing market which impeded sales at its 17-unit Villa Almendra townhome development. This
resulted in significant carrying costs for the organization. In order to avoid losing the property
through foreclosure, NHSSV had used its CDFI grant funds to pay the loan and offset losses
incurred by the project. As a result, NHSSV had to develop an alternative strategy to repay this
$1.3 million Home Venture Fund obligation.

NHSSV’s HOME Obligation

One of the sources for the HomeVenture Fund is federal HOME funds administered by the City
in which the Housing Department contributed to the Fund as lending capital for use by NHHSV.
In 2009, the City of San Josd Housing Department was audited by HUD and was asked to
implement stricter requirements to document administrative costs. In the course of the City’s
subsequent review of NHSSV’s HOME-funded contract for the administration of HOME capital
funds, it was determined that NHSSV was charging both HOME and the homebuyer for the staff
costs associated with processing HOME funded loans. As a result NHSSV was bringing in
revenue in excess of the costs incurred for processing the loans. This is not allowed under
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HOME regulations. As a result, NHSSV is required to repay $115,000 to the City’s HOME
account.

ANALYSIS

Proposed Plan to Address NHSSV’s $1.3 Million HomeVenture Fund Obligation

The actions recommended in this memorandum will authorize the Director of Finance to write-
offNHSSV’s $1.3 million loan from the Low and Moderate Income Housing Fund, which will
reduce the debt being carried by the non-profit organization.

NHSSV is proposing to use new grant proceeds from a recently awarded CalHome grant to make
homebuyer loans exclusively to San Jos~ residents. Since the grant must be used for homebuyer
loans, it is not a viable source to repay the HomeVenture fund. However, under the NHSSV’s
CalHome grant, these loans can be made to homebuyers purchasing property anywhere within
Santa Clara County. Should this recommended proposal be accepted, the City will enter into a
disposition agreement that obligates NHSSV to use these funds exclusively for properties within
the City of San Jos6.

A new HomeVenture Fund agreement between the City and NHSSV will be created. The
agreement will include modified conditions to facilitate improved conformance with
requirements of the funding sources that contributed to the HomeVenture Fund. It will also
allow NHSSV to charge administrative fees commensurate to the cost of processing loans issued
from the HomeVenture Fund. This new agreement will retire the previous HomeVenture Fund
agreement. The Housing Department is asking for City Council authorization for the Director of
Housing to negotiate and execute the terms of this new agreement governing the utilization of
the remaining HomeVenture Fund balance and future loan repayments to the Fund.

Proposed Plan to Address NHSSV’s HOME Fund Obligation

As previously noted, NHSSV is required to repay $115,000 to the City’s HOME account.
NHSSV will pay the City $1,917 per month from unrestricted loan proceeds for five years at
which time the $115,000 obligation will be repaid. In order to ensure that the City remains in
good standing with HUD, the Housing Department is recommending that the City Council
approve the transfer of $115,000 from the Housing Trust Fund to the HOME Investment
Partnership Program Fund in order to immediately resolve the repayment due to HUD. The
Housing Trust Fund will be repaid in full over five years from NHSSV’s monthly payments from
loan proceeds. Because of the limited funds available in NHSSV, staff recommends that the
repayment will be made without interest.
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EVALUATION AND FOLLOW-UP

The Housing Department will monitor NHSSV’s performance in meeting its obligations through
Utilization of progress reports required in the new HomeVenture Fund agreement. The
Department will inform City Council when NHSSV has fulfilled its $115,000 repayment
obligation to the Housing Trust Fund.

POLICY ALTERNATIVES

To arrive at this proposal, Staff considered the following options:

Alternative #1: Do not approve NHSSV’s plan to repay the HomeVenture Fund $1.3
million for past operating costs.

Pros:

Cons:

Reason for not
recommending:

If the plan is not approved, the City may be able to obtain additional
proceeds froli1 NHSSV.

If the City does not accept the CalHome expenditures in lieu of requiring
full repayment, NHSSV may cease to remain a viable entity. At best, it
would be limited in its ability to obtain additional grant resources that
directly benefit low- and moderate- income homebuyers in San Jos6.

NHSSV has been a long-time partner of the City and promotes affordable
and responsible homeownership opportunities and education for
prospective first time homebuyers. It is in the City’s best interests to
facilitate NHSSV’s continued financial viability. It should be noted that
the conditions that lead to NHSSV’s HomeVenture Fund repayment
obligations were spurred by the City’s request to have NHSSV find new
revenue sources in order to reduce the operating support required by the
City. While the specific strategy of acquiring and developing land was not
endorsed by the City as a means to increase operating support, the rapid
deterioration of the residential real estate market was outside the control of
NHSSV and was the primary reason for the agency’s inability to meet its
repayment obligation.

PUBLIC OUTREACH/INTEREST

The recommended action meets Criterion #1 below. Therefore, this memo will be posted on the
City’s website for the April 5, 2011 Council agenda.

Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater.
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Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City.

Criterion 3: Consideration of proposed changes to service delivery, programs, or staffing
that may have impacts to community services and have been identified by staff, the Board
or Council, or a community group that requires special outreach.

COORDINATION

This report has been prepared by the Housing Department in coordination with the
Redevelopment Agency, and the Office of the City Attorney.

COST SUMMARY/IMPLICATIONS

The actions recommended in this memorandum will authorize the Director of Finance to write-
offNHSSV’s $1.3 million loan from the City’s Low and Moderate Income Housing Fund, which
will reduce the debt being carried by the non-profit organization.

In addition, the budget actions recommended as part of this memorandum will transfer $115,000
from the Hous.ing Trust Fund to the Home Investment Partnership Program Fund for the
repayment to the U.S. Department of Housing and Urban Development.

BUDGET REFERENCE

The table below identifies the fund and appropriation proposed to fund the actions recommended
as part of this memorandum,

2010-2011 Last Budget
Adopted Action

Fund Appn Total Amount Operating (Date, Ord.
# # Appn. Name Appn for Project Budget (Page) No.)

12/07/10,
440 8999

Ending
Fund Balance $1,426,652 $115,000 N/A Ord, No.

28860
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CEQA

Not a project, PP 10-067(b), Non-Proj ect Specific Funding Mechanism, Appropriation Ordinance

/s/
LESLYE CORSIGLIA
Director of Housing

Budget Director

~/ Director oI P lnance

I hereby certify that there will be available for appropriation in the Home Investment
Partnership Program Fund in the Fiscal Year 2010-2011 moneys in excess of those
heretofore appropriated there from, said excess being at least $115,000.

Budget Director

For questions, contact LESLYE CORSIGLIA, Director of Housing, at 408-535-3851.
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DATE: 03-10-11

Date

COUNCIL DISTRICT: Citywide

SUBJECT:REPORT ON REQUEST FOR PROPOSALS FOR COMMERCIAL SOLID
WASTE SYSTEM

RECOMMENDATION

Report on Request for Proposals and adopt a resolution authorizing the City Manager to:

No Negotiate agreements with Allied Waste Industries including exclusive franchise agreements
to perform Commercial Solid Waste and Recyclable Material Collection services citywide
from July 1, 2012 through June 30, 2027, and a Memorandum of Understanding for
transition to the redesigned commercial solid waste system.

No Negotiate agreements with Zero Waste Energy Development Company including an
agreement to perform Commercial Organic Waste Processing services citywide from July 1,
2012 through June 30, 2027, and a Memorandum of Understanding for transition to the
redesigned commercial solid waste system.

Co Return to the City Council in June 2011 with proposed agreements for execution and
proposed ordinances or resolutions for adoption, to implement the r~designed commercial
solid waste system.

OUTCOME

The proposed commercial solid waste collection and organics processing services will provide
the most comprehensive and innovative commercial solid waste and recycling system in the
United States and will further San Josd’s Green Vision goals of economic growth, environmental
sustainability, and enhanced quality of life for its community. Benefits of the new system include
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more options for customer waste recycling and collection, reasonable and equitable service rates, 
a new "green" fleet of approximately 50 alternative fuel solid waste collection trucks to replace 
the existing aging fleet, stable franchise fee revenue for the General Fund, increased waste 
diversion, progress toward renewable energy goals, and the creation of additional green recycling 
jobs in San José. 
 
 
EXECUTIVE SUMMARY 
 
Three proposals meeting the minimum qualifications for Commercial Organic Waste Processing 
services were received by the April 16, 2010 deadline and five proposals meeting the minimum 
qualifications for Commercial Solid Waste and Recyclable Material Collection services were 
received by the September 22, 2010 deadline. The evaluation of the proposals was done in 
accordance with the process prescribed in the Requests for Proposals (RFP) and in conformance 
with City policy. 
 
 Staff recommends issuing exclusive franchises for citywide solid waste and recyclable material 
collection services to Allied Waste Services of North America, LLC (Allied) for a term of fifteen 
years. Staff also recommends contracting with Zero Waste Energy Development (ZWED) for 
organics processing services. The Allied and ZWED proposals each received the highest overall 
technical scores at the lowest costs. Allied’s “One-Bin Plus” system addresses customer needs 
for tailored service, convenience, and low costs. ZWED’s anaerobic digestion would enable the 
City to implement cutting-edge processing technology at a lower cost than ZWED’s composting 
option. Both systems will enable the City’s commercial sector to move from 22% to 75 % waste 
diversion, which makes up a third of the City’s overall waste stream.   
 
 
BACKGROUND 
 
The current non-exclusive commercial solid waste franchise system serves more than 8,000 
commercial, industrial, and institutional waste generators. This system has presented challenges 
such as wide variations in services and in service quality to customers, low rates of waste 
recycling and diversion from landfills, declining City fee revenues, limited infrastructure 
investment by the haulers for recycling, and limited controls available to the City to ensure 
hauler performance. The proposed redesign of the system is intended to address the following 
initiatives and challenges: 
 

1) Green Vision Goals – San José’s Green Vision has goals for Zero Waste and waste-to-
energy by 2022. The commercial diversion rate is currently 22%. A waste 
characterization study conducted in 2008 indicated that the City could divert nearly 79% 
of the commercial solid waste through recycling and composting. Because business waste 
represents one-third of the total waste going to landfills, San José cannot reach the Green 
Vision goal of Zero Waste by 2022 without a major improvement in commercial 
recycling. The redesign also contributes to several other Green Vision goals, including: 
the creation of green jobs; reduction of per capita energy use; development of alternative 
energy; creation of more green buildings infrastructure; and the deployment and 
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promotion of clean fleet vehicles.  
  

2) Customer Needs – Staff engaged in extensive stakeholder outreach including in-person 
interviews, presentations, local media outlets, and on-line surveys to identify business 
needs and redesign opportunities. Analysis of survey responses from 500 business 
customers and interviews with 22 businesses revealed that the biggest barriers to 
recycling are a lack of service options, a need for assistance with implementing recycling 
at the business site, inadequate space for recycling containers, and the cost of service. 
Additionally, about half of respondents approved of an exclusive franchise system where 
the City selects the hauler and sets service rates. See Attachment A: Stakeholder 
Engagement Process, for more details of these outreach efforts. 

 
3) Stabilizing Franchise Fee Revenue – At present, commercial haulers pay Commercial 

Solid Waste Collection Franchise Fees (Commercial Franchise Fees) to the City’s 
General Fund based upon the volume of garbage collected. Therefore, as garbage 
volumes decrease – either through business fluctuations or increased recycling – fee 
revenue also decreases. This new solid waste system will maintain current Commercial 
Franchise Fee revenue, even as garbage volumes decrease due to expanded recycling 
services. 

 
In March 2009, Council directed staff to conduct separate procurements for organic processing 
services and collection franchise services. The commercial solid waste RFP process was 
designed to procure one or two exclusive collection franchisees that would provide most solid 
waste services and bill all business customers for these services. Respondents to the collections 
franchise RFP would propose an “annual revenue requirement” to be generated from commercial 
customer rates to fund solid waste collection, disposal, recyclables processing, and organics 
processing services, as well as the fees to be remitted back to the City. The collections franchisee 
would remit the organics processing fee (approximately 10% of the total annual revenue 
requirement) to the City and the City would compensate the organics processor directly from this 
fee. Fees remitted to the City by the collections franchisee include both Commercial Franchise 
Fees for the General Fund and AB939 Fees for the Integrated Waste Management Fund. .The 
collections franchisee will collect and process solid waste and recycling from commercial 
customers and then deliver the organic portion of the waste to the organics processor. The 
organics processor will further develop the organic waste into a finished product for recycling 
(ie, compost, gas, or a combination of both). 
 
Critical RFP objectives included: 

• 75% waste diversion rate 
• Ten to fifteen-year term 
• Options to award two separate service districts or citywide 

 
Additional components for the collection franchise RFP included: 

• Three waste container configuration options for customers 
1) Two-container set-out (one container each for wet/organic and dry/recycling 

waste) 
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2) Three-container set-out (one container each for garbage, dry recyclables, and 
organic waste) 

3) Optional alternative set-out configuration (such as a single container for 
businesses with limited space) 

• Exclusion of Construction and Demolition (C&D) waste handling from the exclusive 
franchise 

• Living wage and employee retention requirements 
• Consistent customer rates 
• Fixed franchise fee for exclusive franchises 

 
Most of the City’s 24 franchised haulers primarily collect C&D. To mitigate the impact of 
converting to an exclusive franchise system, Council approved excluding C&D collection from 
the exclusive commercial franchise system as part of the March 2009 RFP actions. Current C&D 
collection process is performing well for the City and the haulers. Currently, four of the 
franchisees provide 85% of the commercial solid waste collection in San José. While these four 
companies will be impacted by the granting of an exclusive franchise, all have either been 
retained by the City to collect residential solid waste and/or provide significant solid waste 
services to other jurisdictions in the Bay Area.  
 
 
ANALYSIS  
 
The Organics Processing Services (Organics Processing) RFP was released on the City’s e-
procurement system on February 4, 2010; 114 companies viewed the RFP. Nine companies 
attended the non-mandatory pre-proposal conference, and three companies submitted responsive 
proposals by the April 16, 2010 deadline as follows:  
 

Recology Pacheco Pass, Gilroy, CA (Recology) (formerly Norcal Waste 
Systems) 
A wholly owned subsidiary of Recology, a California corporation 
headquartered in San Francisco, CA. 
Republic Services Newby Island Resource Recovery Park, Milpitas, CA 
(Republic) (formerly Allied Waste Services) 
 Dba Browning-Ferris Industries of California, Inc., a California corporation 
owned and operated by Republic Services, Inc., a Delaware corporation 
headquartered in Phoenix, AZ. 
Zero Waste Energy Development Company, San José, CA (ZWED) 
A California limited liability company created by the founders and owners 
of GreenWaste Recovery Inc., a California corporation, and Zanker Road 
Resource Management, Ltd., a California limited partnership. 

 
The Commercial Solid Waste and Recyclable Material Collection Franchise (Collection 
Franchise) RFP was released on the City’s e-procurement system on April 16, 2010; 176 
companies viewed the RFP. Seventeen companies attended the mandatory pre-proposal 
conference, and five companies submitted responsive proposals by the September 22, 2010, 
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deadline as follows:  
 

Allied Waste Services of North America, LLC, San José, CA (Allied) 
Dba Allied Waste Services of Santa Clara County, a wholly owned 
subsidiary of Republic Services, Inc., a Delaware corporation headquartered 
in Phoenix, AZ.  
California Waste Solutions Inc., San José, CA (CWS) 
A privately held California corporation 
GreenCity Recovery of San José, LLC, San José, CA (GreenCity) 
A limited liability company comprised of GreenWaste Recovery, Inc., a 
California corporation, and Garden City Sanitation, Inc., a California 
corporation. 
Recology Silicon Valley, San José, CA (Recology) (formerly Norcal 
Waste Systems) 
Dba Recology South Bay, a wholly owned subsidiary of Recology, a 
California corporation headquartered in San Francisco, CA. 
Revolution Resource Recovery LLC, San José, CA (Revolution) 
A California limited liability company. 

 
One company, Organic Waste Remediation, LLC, Orlando, FL submitted a proposal by the 
deadline, but failed to meet the Minimum Qualifications. 
 
Evaluation Process       
 
The evaluation panel for each RFP was comprised of representatives from the local business 
community, Bay Area cities, and staff from the Environmental Services (ESD) and Public Works 
Departments. The panelists have extensive knowledge in one or more of the following areas; 
municipal solid waste management, organics processing, local business needs, and customer 
requirements. In addition to the rating panels, a technical advisory team was created to provide 
context to, and clarify any questions from, the Rating Panels. The Technical Advisory Team 
included individuals with specialized industry experience and knowledge of the local business 
community. Finally, an Executive Steering Committee represented by senior staff from ESD, 
Public Works, Finance/Procurement, and the Office of the City Manager provided oversight 
during the procurement process. 
 
The Rating Panel evaluated the proposals in accordance with processes described in the RFPs 
and in conformance with City policy. Evaluators on each rating panel independently evaluated 
only the technical aspects of each proposal without access to cost information. The cost 
proposals were reviewed separately and assessed for reasonableness by the Technical Advisory 
Team before being combined with the technical scores to yield total proposal scores. A more 
thorough discussion of the evaluation process is included in Attachment B: Evaluation Process.  
 
The City received proposals that offered approximately 100 service model variations. Due to the 
number of potential services, Staff conducted a comprehensive analysis of each option. Some of 
the issues that made evaluation of these proposals more complex included: 
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• Comparing services based on different combinations of collection container configuration 
options, multiple collection service districts (North and South), and several collection 
vehicle alternative fuel types;  

• Ranking proposals for Organics Processing and Collection Franchise separately; then 
determining if the top-ranked proposals from each evaluation were compatible with each 
other (i.e., the organic waste collected by the Collection Franchise could be processed by 
the Organics Processing proposer); 

• Feasibility of proposed new technologies and collection methodologies;  
• Feasibility of achieving waste diversion requirement based on the proposed service 

model; and 
• Reasonableness of the cost proposals. 
 

Collection Franchise Evaluation 

Collection Franchise Evaluation - Overall Results 

Table 1 below shows the final evaluation results for the highest scoring Collection Franchise 
solution from each proposal. In addition to the required proposals for two and three-container 
collection systems, two companies submitted alternative collection system proposals. Allied’s 
two-container collection system received the top overall score. A detailed discussion of the 
criteria scoring follows, including highlights from Allied’s top-ranked proposals. 

Collection Franchise RFP 
Table 1. Evaluation Summary of Top Citywide Proposals from each Proposer* 

RFP 09‐10‐27 Evaluation Summary 

Vendor:  Allied  Recology  Green City  Revolution  CWS 

Evaluation 
Criteria 

Proposal:  2‐Container 
One‐Bin 
Plus 

Hybrid 2 & 
3 Container 
System 

2‐ Container  2‐Container  2‐Container 

1. Annual Revenue 
Requirements  $44,833,433   $46,140,423  $48,758,290  $57,186,025   $53,770,460  $66,779,961  

2. Proposal 
Evaluation 

Possible 
Points  Scores  Scores  Scores  Scores  Scores  Scores 

a. Qualifications 
and Experience 
Average  30  26.1  25.0  27.0  24.8  18.5  17.6 

b. Technical 
Proposal Average  35  31.3  29.4  25.9  29.6  25.1  19.4 

c. Environmental 
Stewardship 
Average  5   4.3   4.3   4.2   4.1   3.5   3.4 

d. Cost Proposal  30  28.5  27.9  26.5  23.0  25.0  21.7 

Evaluation Total 
Score:  100  90.2  86.6  83.6  81.5  72.1  62.1 

Ranking:     1  2  3  4  5  6 

*Some totals presented here vary slightly from the 2/4/2011 Notice of Intended Award due to rounding. Proposals 
shown are for a 15-year term with CNG-fueled collection vehicles. 
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Technical Proposal - 35% 

The Technical Proposal score represents 35% of the total score. Allied’s technical proposal for a 
two-container system received the highest score, and the “One-Bin Plus” also scored high (See 
Table 1). The Technical Proposal score considers customer service and outreach, ease of system 
for customer, ability to meet transition schedule, technical and environmental innovation, ability 
to further Green Vision goals, and mitigation of environmental impacts from operations and 
facilities. Highlights from Allied’s proposals that factored into its scores are summarized below. 
 

• Ease of System for Customer - Staff recommends the “One-Bin Plus” system where a 
single type of container is used at most businesses to collect garbage, recyclables, and 
organic waste. The other proposers offered recycling solutions that require multiple waste 
containers at each business customer location; these solutions place more burden on 
business customer staff to sort commercial waste material into the correct container for 
the recycling system to work correctly. A one-container system is the most convenient for 
businesses and requires the least amount of space and customer technical assistance. 
Allied also indicated that they would augment services as necessary to meet the needs of 
the business, including combining elements of the “One-Bin Plus”, two-container, and 
three-container systems. 
 

• State-of-the-Art Facility – Allied’s infrastructure plans rely on using the existing Newby 
Island Resource Recovery Park (NIRRP) in San José to process all of the City’s 
commercial waste and retrofitting this facility with all new waste processing equipment. 
Since Allied’s proposal did not require building a new facility or increasing the total 
permitted capacity of an existing facility, evaluators felt most confident that Allied’s 
facility would be operational by the start of service on July 1, 2012. A proposal with a 
completely integrated facility (such as Allied’s NIRRP) results in a lower carbon 
footprint than a proposal requiring two recycling processing facilities (such as 
Recology’s proposal) because all the material can be processed at one site, thus 
eliminating the need to haul different types of waste to multiple locations for processing. 
Further, an integrated facility with multiple waste processing lines can more easily tailor 
the waste processing process by the actual composition of each delivered load of waste, 
directing the material to the most appropriate equipment to extract the maximum amount 
of recyclable material; waste can also be easily reprocessed on different equipment in the 
NIRRP to capture more recyclable material, if needed. This approach is more difficult to 
implement if the waste is going to two separate recycling facilities as in the Recology 
proposal. Allied has also developed an extensive program at the NIRRP to recycle more 
challenging materials from the commercial sector, including use of densification 
equipment to recycle polystyrene foam. Finally, Allied offered the option of increasing 
the minimum program recycling requirement from 75% to 80% after Year Two of service 
at no additional cost.  

 
• Customer Service - Allied’s proposed approach includes one of the most comprehensive 

outreach and customer service plans. Specifically, the plan includes an advertising 
campaign, technical assistance to businesses, and community outreach through major San 
José events. Allied would retain a consultant to conduct waste audits for every business 
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needing this service. To facilitate maximum use by the business customer of the new 
system, Allied proposes to use an onboard Global Positioning System (GPS) tracking 
system to monitor and record each customer pickup, blocked carts, safety notes, and 
service exceptions.  
 

• Green Vision and Innovation – The RFP requested proposals that furthered the Green 
Vision.  The redesigned commercial collection system drives several City Green Vision 
goals. Allied’s proposal further supports these goals with the following enhancements: 

 

o CNG Powered Collection Fleet: Allied proposes to purchase a new waste 
collection fleet fueled with compressed natural gas (CNG) and will evaluate the 
development of a facility to convert landfill gas to CNG. Allied will consider 
allowing City vehicles to use its CNG fueling station at a discounted rate and 
possibly making the station available for general public use. 

o Hybrid Collection Vehicles: Allied proposes to cooperate with providers of 
alternative vehicle fuel and electric technology to pilot collection vehicles 
prototypes.  

o Green Energy for Facility Operations: Allied plans to install photovoltaic and/or 
wind based energy generation devices on their facilities in the near future and will 
explore opportunities to collaborate with the City by installing photovoltaic panels 
at air-conditioned City facilities, thereby providing significantly greater electricity 
savings than if they are installed at the NIRRP. Allied is also finalizing plans to 
install roof-top and carport solar panels at the NIRRP to capture renewable energy 
sources to power recycling operations. Finally, Allied is pursuing the installation 
of wind turbines at the NIRRP to power hybrid street lamps. This would eliminate 
the need for the electrically-powered lamps currently in place. 
 

Qualifications and Experience - 30% 

The Qualification and Experience score represents 30% of the total proposal score and includes 
evaluation of experience providing similar services at similar scale, qualifications and structure 
of management team, and proposer/employer litigation history. Allied ranked as one of the two 
top proposers with the most experience. Allied is a subsidiary of Republic Services Inc., the 
nation’s second largest non-hazardous solid waste and recycling company. As one of the largest 
recycling and waste haulers in San José, Allied currently provides solid waste, recycling, 
organics processing, and disposal services to over 3,500 San José commercial customers. Allied 
has more experience than any other hauler providing services in downtown San José, and has 
implemented model programming to achieve high diversion rates for large customers such as 
Adobe, HP Pavilion, and County of Santa Clara facilities. At Adobe, Allied provides a range of 
collection services, including food waste composting, recycling of paper, cans, bottles, and 
cardboard, which has allowed Adobe to achieve a remarkable 99% recycling rate.  

Cost Proposal – 30% 

The Cost Proposal score represents 30% of the total proposal score. In arriving at a score for this 
component, the Rating Panel compared revenue requirements (the majority of the cost score), 
reasonableness of costs, and cost-related exceptions to the exemplar franchise agreement. Allied 
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received the top two scores for their cost proposals. The total annual revenue requirement for the 
recommended “One-Bin Plus” program is $46.1 million and will result in lower commercial 
rates than proposals from other companies. Additional considerations regarding the cost proposal 
evaluation are discussed below. 

Citywide Award Discount 
All proposers were offered the opportunity to give discounts for anticipated costs savings 
should they be awarded both service districts, to recognize the economies of scale 
achieved if franchisee was awarded the entire City instead of one service district. Allied 
proposed a citywide award discount of 4% for all customer rates, or approximately 
$1,800,000 annually, which was the most offered by any proposer. 
  
Fifteen-Year Term 
The franchisees should also expect to see cost savings if awarded an agreement with a 
fifteen-year term, instead of the ten-year term originally proposed in the RFP (ten years 
with two possible extensions, up to a total of fifteen years). A longer term agreement 
allows for savings, as the franchisee can amortize vehicle and facility costs over a longer 
period of time, at more favorable loan rates. In addition to the citywide award discount 
discussed above, Allied has also offered savings of 2% of the annual revenue requirement 
(excluding City fees, and costs for organics processing and disposal), or approximately 
$500,000 annually. GreenCity also offered a 2% discount; Recology and Revolution 
offered a lower valued discount. 
 
Annual Revenue Requirement and Customer Rates 
Maximum customer rates may be adjusted annually during the fifteen-year term of the 
franchise agreement through a Council approval process. Most notably, in the third year 
of the agreement (and twice thereafter), a “true-up” will occur where necessary. These 
adjustments are made to ensure that the Collection Franchisee is compensated for 
changes in operating or capital expenses, as defined in the franchise agreement. The true-
up limits adjustments to those impacts that the franchisee could not have reasonably 
foreseen and to certain elements that are not control, such as the number of customer 
accounts. Given this, proposals with higher annual revenue requirements pose a greater 
customer rate increase risk, should the annual revenue requirement not be met.  

 
In evaluating the proposals, a principal area of concern was minimizing the risk of 
customer rate increases during the annual rate setting process set forth in the franchise 
agreement. For example, Allied’s proposal offered mitigations that included the 
willingness to negotiate a lower cap on the maximum percentage adjustment during the 
rate adjustment process. Other proposers requested changes to the exemplar agreement 
which placed more risk on businesses. For example, Recology requested that the City 
eliminate most ceilings to rate adjustments in the exemplar agreement.  
 
Impacts to Customer Rates. 
It is anticipated that the majority of businesses should be paying rates similar to current 
rates (and in some cases lower), and rates should be consistent with what businesses are 
charged elsewhere in the Bay Area. However, due to the wide disparity in current rates 
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under the non-exclusive franchise system, the effect on rates will vary widely from 
business to business. To determine these anticipated rate effects, staff conducted an 
extensive analysis of current and projected rates. This included contracting with San José 
State University Research Foundation’s Survey and Policy Research Institute (SPRI) to 
conduct a rate survey of the commercial sector. The results of this survey and staff’s 
customer rate analysis are included in Attachment D,  

 
Environmental Stewardship – 5% 
The Environmental Stewardship score represents 5% of the total proposal score. The proposals 
were evaluated for their conformity with the City’s Environmentally Preferable Environmental 
Procurement Policy and history of corporate environmental responsibility. As shown in Table 1 
above, Allied’s proposals were the two highest ranked for Environmental Stewardship. 
 
Additional Proposal Enhancements Not Included in the Evaluation 
In addition to the $5,000,000 per collection district in City Commercial Solid Waste Franchise 
Fees required under this proposed franchise, Allied has offered an additional $500,000 in annual 
franchise fees per collection district (or $1,000,000 for both districts annually) for the City’s 
General Fund, for the term of the franchise agreement. Allied also agreed to work with the City 
on a methodology to evaluate customer rates within six months of initial service, to identify and 
potentially mitigate significant increases to customer rates for specific service levels. Lastly, 
Allied agreed to negotiate in good faith with the City and ZWED to develop an integrated 
commercial organics handling system that achieves the lowest cost for the ratepayers while 
meeting waste diversion and energy conversion goals. 
 
Organics Processing Evaluation 
 

Organics Processing Evaluation - Overall Results 

Table 2 below shows the final evaluation scoring results for the Organics Processing proposals. 
The RFP did not specify technology required to process the commercial organic waste. The City 
received proposals to process through composting and anaerobic digestion (AD). The Technical 
Advisory Team compared costs on a per ton basis. Table 2 below shows the total scores for all 
proposals and ranks the scores for each technology. 
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ZWED’s compost proposal received the highest overall score and ZWED’s anaerobic digestion 
proposal was ranked second overall. Staff recommends ZWED’s anaerobic digestion system 
because it would enable the development of new processing technology at a lower cost than 
ZWED’s composting option. Additionally, ZWED’s strong composting proposal will serve as a 
contingency option as the new anaerobic digestion facility is phased into operation. A detailed 
discussion of the criteria scoring follows, including highlights from ZWED’s top-ranked 
proposals. 

 
Technical Proposal – 30% 

The Technical Proposal score represents 30% of the total proposal score. The Technical proposal 
is based on consideration of the ability to meet transition schedule, technical and environmental 
innovation, ability to further Green Vision goals, and mitigation of environmental impacts from 
operations and facilities. ZWED’s anaerobic digestion proposal is recommended for the 
following reasons: 

 

 

Organics Processing RFP
Table 2‐ Evaluation Summary of Top Citywide Proposals from Each Qualified Vendor 

 

RFP 09-10-11 Evaluation Summary 
ZWED  Republic  Recology 

Vendor:  
15 Year Term  15 Year Term  15 Year Term 

Evaluation 
Criteria 

Proposal:  AD  Compost 
AD 

EBMUD 
AD 

NIRRP 
Compost  Compost 

1. Proposed $ per Ton  $66.38  $66.86  $66.97  $78.35  $47.95  $64.60 

2. Proposal 

Evaluation  

Points  

Possible 
Scores  Scores  Scores 

a. Qualifications 

and Experience 
Average  25  14.8  20.1  10.8  9.5  18.4  18.9 

b. Technical 

Proposal Average  30  21.6  21.0  14.9  14.0  20.8  22.2 

c. Environmental 

Stewardship 

Average  5  4.2  4.2  2.8  2.8  2.8  3.5 

d. Local Business 
Average  5  5.0  5.0  0.0  0.0  0.0  0.0 

e. Small Business 

Average  5  5.0  5.0  0.0  0.0  0.0  0.0 

f. Cost Proposal  30  22.8  21.6  22.3  19.3  26.7  22.1 

Evaluation Total 

Score:  100  73.4  77.0  50.9  45.7  68.7  66.7 

Ranking:     1 AD  1 Compost  2 AD  3 AD  2 Compost  3 Compost 
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• Anaerobic Digestion versus Composting – All three of the proposed composting 
systems and ZWED’s anaerobic digestion proposal scored similarly, with less than a 
point and a half separating the four proposals. Both anaerobic digestion and 
composting can divert much of the food waste and other organics that are currently 
going to landfill. Key considerations leading staff to recommend the ZWED 
anaerobic digestion proposal are highlighted below.  

o Renewable Energy: Unlike composting, anaerobic digestion can capture 
methane gas from organic waste and convert it into gas, which can be 
converted into electric power or vehicle fuel. ZWED’s proposed anaerobic 
digestion facility could potentially provide a source of local energy for 
operations at the nearby San José/Santa Clara Water Pollution Control Plant 
or could be converted to CNG fuel for collection trucks. This supports Green 
Vision goals for waste-to-energy and renewable energy production. 

o Green Technology Innovation: As compared to composting, anaerobic 
digestion is a more innovative technology that will serve as a model for green 
technology development in San José. ZWED’s proposed “dry fermentation” 
technology has been used to process similar waste streams in Europe and will 
be the first unit of its kind in the United States. ZWED has presented a very 
competitive cost proposal that gives the City the opportunity to develop 
anaerobic digestion technology in San José and demonstrate the City’s 
national leadership in renewable energy. 

o Odor and Greenhouse Gas Reductions: Anaerobic digestion can also be a 
valuable pre-processing step before composting that reduces odors and 
greenhouse gasses from the initial food processing stages. Odor and 
permitting challenges created by population pressures and new regulations 
increasingly threaten composting operations, so it is important for San José to 
develop enclosed processing options such as anaerobic digestion to mitigate 
future processing risks. Further, the ZWED anaerobic digestion option 
proposes to processes the organic material within the City of San José, 
reducing vehicle emissions caused by trucking this material outside the City 
limits, as required in the Recology proposal. The ZWED Anaerobic Digestion 
Facility borders the Allied Recycling Facility, further minimizing the need for 
organic waste hauling. 

 
• Organics Processing Plan – The ZWED proposal would generate energy through a 

European dry fermentation anaerobic digestion process, followed by in-vessel 
composting. The resulting compost will be marketed to landscape and construction 
customers as a soil amendment for soil restoration, erosion control, and water 
conservation.  

 
• Facility Readiness / Contingency - ZWED’s anaerobic digestion/composting facility will 

be sited on approximately 40 acres of the City’s Nine Par closed landfill site, adjacent to 
the San José/Santa Clara Water Pollution Control Plant and directly between two 
processing operations already owned by ZWED sister-company, Zanker. While the 
preparation for the new facility has been aggressive, ZWED also has a strong 
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contingency plan to process material at their Z-Best composting site if needed. This 
contingency received a full evaluation as part of ZWED’s composting proposal and was 
the highest ranked proposal overall. 

 

Qualifications and Experience - 25% 

The Qualification and Experience score represents 25% of the total proposal score. The Rating 
Panel evaluated the proposers’ experience providing similar services at similar scale, 
qualifications and structure of management team, and proposer/employer litigation history. 
ZWED’s composting proposal ranked first in Qualification and Experience, while ZWED’s 
anaerobic proposal ranked lower due to its relatively new technology. Highlights from ZWED’s 
proposal that factored into its high score are detailed below. 

• ZWED Partner Experience –ZWED is a newly formed company, as a partnership 
between Zanker Road Resource Recovery (Zanker) and GreenWaste Recovery 
(GreenWaste). Zanker and GreenWaste collectively have over 25 years of local organics 
processing experience and critical experience with technology and infrastructure 
innovation. Zanker provides organics processing services throughout the Bay Area and 
owns Z-Best, one of the largest composting facilities in Northern California. GreenWaste 
processes food waste, single-stream recyclables, yard waste, construction and demolition 
debris, and sorts organic materials and recyclables from municipal solid waste at its 
96,000 square foot materials recovery facility (MRF) in San José. Of all the proposers, 
ZWED’s partners have the most applicable experience with diversion of organic waste at 
the contamination levels that could be expected in the commercial system. 

 
• Material Marketing Experience - ZWED’s facility Z-Best has extensive experience 

marketing products for agriculture, landscaping, construction sites, golf courses, and 
municipal sites. Z-Best has sold over 100,000 tons of compost annually since 2003, 
making it a leading seller of compost in the State. Like the compost produced from the 
organic waste sorted from municipal solid waste at the GreenWaste materials recovery 
facility, the compost produced from ZWED’s anaerobic digestion system will be 
marketed to landscape and construction customers.  

 

Cost Proposal – 30% 

The Cost Proposal score represents 30% of the total proposal score. Factors considered include a 
comparison of revenue requirements (the majority of the cost score), reasonableness of costs, and 
cost-related exceptions to the RFP exemplar agreement. ZWED’s anaerobic digestion proposal 
was the highest ranked proposal. At the per ton rate of $66.38, the total annual costs for ZWED’s 
anaerobic digestion proposal is estimated to be approximately $4.4 million, or about 10% of the 
total commercial solid waste system costs. ZWED also offered a discount on the per ton rate 
(3%) for amortization savings for a set fifteen-year term. 

Environmental Stewardship – 5% 

The Environmental Stewardship score represents 5% of the total proposal score and is made up 
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of sub-criteria scores for support of the City’s Environmentally Preferable Environmental 
Procurement Policy and history of corporate environmental responsibility. As shown in Table 2 
above, ZWED’s proposals were the two highest ranked for Environmental Stewardship. 

Local and Small Business Preferences – 10% 

The Local and Small Business Preferences each represent 5% of the total proposal score (10% 
total). ZWED was the only proposer to apply for either of these preferences and qualified for 
both the Local and Small Business Preferences.  

 
Maximizing Benefits of the Proposed Service Model 
 
During the negotiation process, the City will work with the recommended service providers to 
define the details of agreements based on the full contents of their proposals (including 
clarifications received during the procurement process). Although exemplar agreements were 
included in both RFPs, many details of the agreements could not be outlined prior to knowing 
the contents of the two recommended proposals. With the known systems for collection and 
processing, negotiations can focus on maximizing potential synergies from the two service 
providers working together. The following key considerations will be highlighted during 
negotiations: 
 

 Memoranda of Understanding – Governs City and Contractor/Franchisee preparation 
activities and timeline prior to July 1, 2012, to ensure a successful transition to the new 
commercial system. The memoranda will be brought to Council in June for approval. 

 Contingency Planning – Ensure adequate preparations are made so that all processing 
facilities are ready for operation on July 1, 2012, and, in the event that they are not, have 
provisions for contingency processing services and access to other corporate resources 
for contingency collection services. 

 Service Integration – Assist in coordination between Allied and ZWED to enhance 
material handling and processing options to reduce the carbon footprint of both 
operations (e.g., back-gate entry from Allied’s recycling facility to the ZWED facility). 

 Waste Diversion Planning – Assist in coordination between Allied and ZWED to develop 
a plan that leverages the best of both agreements to support system-wide diversion goals. 

 
Additional detail to be included in the final negotiated agreement is included in Attachment C: 
Scope of Collection Franchise and Organics Processing Agreements. 
 
Transition 
 
Beginning in July 2011, the Collection Franchise and Organics Processing agreements will 
initiate the new service transition process. There are several large capital projects which need to 
be completed before service start, including procuring approximately fifty new solid waste 
collection vehicles; developing a new CNG fueling station; procuring, installing, and testing new 
recyclables processing equipment; procuring and distributing new solid waste collection 
containers; establishing new accounts on the billing and customer service work order tracking 
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system; and completing construction on the new ZWED anaerobic digestion facility. Concurrent 
with the equipment and facility projects, the new Collection Franchisee will complete extensive 
customer outreach to ensure all businesses have been updated on the new system and have 
subscribed to an appropriate level of service. 
 
Protests 
 
On February 4, the Finance Department issued a Notice of Intended Award for this RFP process 
and notified proposers of the process to protest the recommendation. Three protests were 
received by the February 14 due date; two from Recology (one for the Organics Processing RFP 
and one for the Collection Franchise RFP) and one from Revolution for the Collection Franchise 
RFP. During the first week of March, the City’s Purchasing Officer reviewed these protests and 
notified the proposers of his decision to uphold the original recommendations as reflected on the 
Notice of Intended Award. The protests and City responses are included in Attachment E: RFP 
Protests and Responses. The protesting firms were notified of their right to appeal this decision 
to the City Clerk and to request a Council hearing within ten days of the Purchasing Officer’s 
determination. 
 
 
EVALUATION AND FOLLOW-UP 
 
Recommendation to approve these agreements is planned to go to Council in late June 2011 to 
provide the new service providers a full twelve months to mobilize for a July 2012 service start 
date.  
 
Concurrently with the contract negotiation process, staff will engage City consultant David J. 
Powers and Associates to complete the CEQA review of the commercial solid waste services to 
be provided by the recommended proposers. Given that the facilities proposed to be used by the 
recommended service providers will have completed, or are in the process of completing 
environmental review, staff anticipates that the CEQA clearance required by Council to approve 
agreements would be completed by June 2011. 
 
 
POLICY ALTERNATIVES 
 
Alternative #1:  Award Two Franchises to Different Proposers. 
As an alternative to awarding a single citywide franchise for commercial solid waste and 
recyclables processing, award two separate franchises to the two highest ranking proposers. 
Pros: This alternative would 1) provide contingency in the event the other franchisee is unable to 
perform; 2) encourages competition between service provides; and 3) enables more businesses to 
operate in San José. 
Cons: The granting of franchises to two companies would 1) result in a nearly 5% higher service 
cost to businesses due to fewer economies of scale; and 2) result in different customer rates, 
services, and outreach between the North and South Collection Districts.  
Reason for Not Recommending: Allied’s citywide proposal is the most cost effective option for 
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businesses. Both Allied and ZWED also have other operations in the region and in the event 
either was unable to perform, could leverage staffing, equipment, and infrastructure from those 
locations. Finally, other companies continue to have opportunity to do business in San José or 
already provide significant solid waste services to other jurisdictions in the Bay Area. 
Specifically, the principals of GreenCity own and operate GreenWaste Recovery and Garden 
City Sanitation and will operate ZWED. Both of these companies were just awarded new eleven-
year service contracts for City residential solid waste services to 2021 and are compensated 
approximately $45 million annually for the service. Finally, the evaluation panel rated Allied’s 
proposal the highest and a Citywide award would provide the benefit of this proposal to all 
business customers. 
 
Alternative #2:   Ten-Year Agreement Term with Optional Extensions. 
As an alternative to a fixed fifteen-year term, the franchise agreements could be structured so 
that only a ten-year term is guaranteed and the City would reserve the right to not extend for an 
optional five years.  
Pros: This alternative gives the City the ability to opt-out of the agreement earlier.  
Cons: A shorter term would result in 1) higher service cost due to a shorter guaranteed time 
period to amortize costs of equipment and facilities; and 2) more frequent procurement and 
transition processes which burdens customers and City resources. 
Reason for Not Recommending: The benefit of a lower service cost to business customers 
outweighs the benefits of having a shorter term agreement. Concerns about ensuring 
performance in a longer-term agreement could be mitigated by adding stronger performance 
standards in the agreement to which the contractor/franchisee must adhere. 
 
Alternative #3:   Reject All Proposals and Maintain Status Quo. 
Reject all proposals and maintain current non-exclusive system. 
Pros: The alternative of maintaining a non-exclusive system would mean current franchisees and 
future companies can continue to provide commercial solid waste services in San José. 
Cons: Maintaining the status quo means businesses will continue to experience disparity in their 
quality and cost of service and there is less incentive for private sector investment in 
infrastructure.  
Reason for Not Recommending: For the City to reach its Zero Waste goals by 2022, there must 
be greater diversion of commercial solid waste from landfills. While additional diversion 
requirements could be adopted for existing franchisees, due to the disparity in technical capacity 
of most of the haulers, it would be difficult to achieve a uniform performance standard. 
Moreover, most existing haulers would not be able to pay a fixed franchise fee, which is 
necessary to stabilize this revenue base, without a guarantee of a certain number of customers. 
Finally, an exclusive franchise benefits the City by providing the haulers with an incentive to 
invest in new “green” collection vehicles, establish renewable energy infrastructure, and create 
additional green recycling jobs through increased recycling operations at Allied and ZWED 
facilities. 
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PUBLIC OUTREACH/INTEREST 
 
    Criteria 1:  Requires Council action on the use of public funds equal to $1 million or 

greater. (Required:  Website Posting) 

 Criteria 2:  Adoption of a new or revised policy that may have implications for public 
health, safety, quality of life, or financial/economic vitality of the City.  (Required: E-
mail and Website Posting) 

 Criteria 3:  Consideration of proposed changes to service delivery, programs, staffing that 
may have impacts to community services and have been identified by staff, Council or a 
Community group that requires special outreach.  (Required:  E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

 
Staff conducted an extensive stakeholder engagement process starting in January 2008; see 
Attachment A: Stakeholder Engagement Process for more details. These efforts included in-
person interviews, presentations, media outreach, and an on-line survey. The outreach was 
conducted in partnership with the Office of Economic Development, the Department of 
Planning, Building and Code Enforcement, the San José Redevelopment Agency, existing 
commercial haulers, individual businesses, and business associations. Staff engaged business 
districts and associations, chambers of commerce, business and non-profit leadership groups, and 
others during the process. 
 
On-going efforts to inform the business community of the commercial system redesign have 
included updates mailed to the 20,000 commercial businesses in the City's business tax database, 
on-going meetings with current commercial haulers, a presentation at the Chamber of 
Commerce, and contacts with each of the neighborhood business districts, Silicon Valley 
Leadership Group, and Sustainable Silicon Valley.  
 
The policy decision to redesign the commercial solid waste system and issue an RFP was a 
Public Outreach Criteria 3-level decision that Council made on March 24, 2009. The 
recommendation in this memorandum implements the policy decision made in 2009.  
 
 
COORDINATION 
 
This memorandum was coordinated with the Department of Public Works/Office of Equality 
Assurance, the City Attorney’s Office, the Office of Economic Development, and the City 
Manager’s Budget Office. 
 
 
COST SUMMARY/IMPLICATIONS 
 
Beginning in July 2012, the Commercial Solid Waste Collection Franchisee would bill the 
commercial, industrial, and institutional customers for commercial solid waste collection and 
processing services. From this revenue, the Franchisee must remit to the City: $11 million in 
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Commercial Solid Waste Franchise Fees (General Fund); an estimated $4.2 million in AB939 
Fees collected from customers (Fund 423 – Integrated Waste Management); and approximately 
$4 million for Organics Processing costs.  
 
 
CEQA 
 
CEQA: Not a Project, File No. PP10-066(e), e. Services that involve no physical changes to the 
environment.  
 
 
 
 
          /s/                /s/ 
JOHN STUFFLEBEAN  SCOTT P. JOHNSON 
Director, Environmental Services   Director, Finance Department 
 
 
For questions regarding the procurement process please contact Mark Giovannetti, Chief 
Purchasing Officer, at 408/535-7052 and for questions regarding the Commercial Solid Waste 
Program, please contact Jo Zientek, Deputy Director, Integrated Waste Management Division, at 
408/535-8557. 
 
 
Attachments: 
A - Stakeholder Engagement Process 
B - RFP Evaluation Process 
C - Scope of Collection Franchise and Organics Processing Agreements 
D - Impacts to Customer Rates 
E - RFP Protests and Responses 
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ATTACHMENT A: STAKEHOLDER ENGAGEMENT PROCESS 
 
 
Staff has conducted an extensive outreach engagement process since January 2008. These efforts 
include in-person interviews, presentations, media outreach, and an on-line survey. Staff has 
engaged with business districts and associations, chambers of commerce, business and non-profit 
leadership groups, and others during this process. Outreach was conducted in partnership with 
the Office of Economic Development, the Department of Planning, Building and Code 
Enforcement, the San José Redevelopment Agency, existing commercial haulers, individual 
businesses, and business associations. 
 
The outreach campaign consisted of two phases. The goal of Phase-One was to gather 
information that would assist staff in evaluating system options. This primary research yielded 
input from a wide representation of businesses, including non-profits, schools, and churches. 
Information was collected about current business recycling programs, barriers to recycling, and 
input on potential changes to the collection system. The goal of Phase-Two outreach efforts, 
completed between June and July 2008, was to communicate to the business community and 
haulers the results of the survey and staff recommendations for a geographic, district-based, 
exclusive commercial system. Staff also held individual meetings with businesses that had 
expressed concerns about an exclusive system, as well as with each of the interested franchised 
haulers. 
 
Phase-One - Proposal Research 
 

 Online Survey - An online survey on the City's Environmental Services webpage was 
made available during the period of February 8 to April 17, 2008. More than 500 
business customers responded to the survey. This survey was advertised through a multi-
lingual direct mail postcard sent to 20,000 businesses and advertisements in the San José 
Business Journal. In addition, over 25 business associations were personally invited to 
participate in the survey. 

 Presentations – City staff provided a presentation to explain the evaluation process and 
provide an opportunity for feedback on the current garbage and recycling system to 
multiple business and industry organizations. 

 Case Study Interviews – Staff conducted twenty-two individual interviews with facility 
managers or other representatives from the following industries: restaurants, hotels, retail, 
office, high-tech, entertainment, education, and health care. 

 Solid Waste Industry – Staff also engaged with the current franchised haulers for input on 
the current system, barriers to increased recycling, and reaction to the redesign options. 
The four largest haulers, with 85% of the commercial accounts, as well as other interested 
haulers took part in case-study interviews and completed a survey. Staff also conducted 
an information meeting for all haulers that included an overview of the current system, 
the Zero Waste and Green Vision goals, and a summary of the commercial evaluation 
process. 
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Phase-Two - Proposal Evaluation 
 
This phase was focused on educating businesses about the evaluation process, the benefits of an 
exclusive system, and addressing concerns identified in the survey process. 
 

 Presentations – Staff presented the survey results and proposed recommendations to the 
Silicon Valley Leadership Group, Joint Venture Silicon Valley, Silicon Valley Chamber 
of Commerce, and the Construction Roundtable. 

 One-on-One Interviews – Staff conducted follow-up conversations with businesses that 
expressed concern during the first phase of outreach. These businesses were presented 
with data from the waste characterization study and the survey results. The information 
gave them a general understanding of the City's desire to pursue an exclusive system. 
Many of the businesses initially opposed to the idea of an exclusive system were more 
supportive after receiving the data, survey information, and learning about benefits the 
new system could provide. 

 
When presented with the proposed concept of a district-based exclusive system, the four largest 
haulers and some of the smaller haulers were supportive of the concept. The smaller haulers who 
mostly deal with drop box and/or construction and demolition (C&D) debris were generally 
opposed to an exclusive system that included C&D collection because it would likely eliminate 
their ability to do business in San José. As a result, staff re-evaluated the proposal and C&D 
collection is no longer included. All of the haulers expressed an interest in the City procuring 
processing capacity to allow more haulers the ability to compete in the selection process. Many 
also requested that the City procure disposal capacity. 
 
On-Going Outreach 
 
Since September 16, 2008, when Council directed staff to proceed with new system 
development, staff has continued its outreach efforts. On-going education efforts include: 
 

• Regular direct mail updates to the 20,000 commercial businesses in the City's business tax 
database. 

• Regular electronic updates to over 200 businesses who have signed up for e-mail updates 
• On-going meetings with the current commercial haulers and recycling industry 

professionals to help develop the scope and requirements of the RFP, 
• Presentations to business groups and organizations including: 

o Seminar hosted by the San José Silicon Valley Chamber of Commerce 
o Neighborhood Business District Presidents' meeting held by San José 

Redevelopment Agency (SJRDA). 
o Event booths at BusinessOwnerSpace.com, Hispanic Chamber of Commerce, and 

West Coast Green Conference 
o Presentations to property management companies 
o Contacts with each of the neighborhood business districts, Silicon Valley 

Leadership Group, and Sustainable Silicon Valley 
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ATTACHMENT B: EVALUATION PROCESS 

 
This report of the evaluation process for the procurement of new commercial solid waste 
collection and organics processing services into organized in three parts: 
 

 Section I: RFP Evaluation Process – A description of the overall evaluation 
process, rating panel, and scoring criteria used for the two RFPs. 

 Section II: Cost Evaluation – A detailed description of the independent cost 
evaluation process. 

 Section III: Procurement Process Guidelines – A copy of the guidelines, approved 
by Purchasing and the Executive Steering Committee that governed the evaluation 
process for the two RFPs. 

 
 

SECTION I: RFP EVALUATION PROCESS 
 
Collection Franchise RFP Evaluation Process 

The evaluation of the Collection Franchise proposals was done in accordance with the 
process prescribed in Section 14 Review Process and Evaluation Criteria of the 
Collection Franchise RFP and in conformance with City policy. In preparation for the 
proposal evaluation, a six-member Collection Franchise RFP Rating Panel was 
established. The panel consisted of staff from the cities of San José and Palo Alto (where 
a new commercial waste system recently became operational), as well as a member of the 
San José Downtown Association (SJDA).  

Through meetings, RFP addenda, and clarification requests, the City worked with 
proposers to ensure their questions about the RFP were answered and they had every 
reasonable opportunity to submit responsive proposals. A mandatory pre-proposal 
conference and an optional cost form work session gave proposers the opportunity to ask 
direct questions of the Technical Advisory Team and staff. Proposers were able to submit 
written questions, through BidSync.com, and receive answers in the multiple addenda 
released prior to the RFP submittal deadline.  

Qualifying Proposals 

The City received responsive proposals for the Collection Franchise RFP from five 
companies: 

Allied Waste Services of North America, LLC, San José, CA  
Dba Allied Waste Services of Santa Clara County, a wholly owned 
subsidiary of Republic Services, Inc., a Delaware corporation headquartered 
in Phoenix, AZ. 
California Waste Solutions Inc., San José, CA  
A privately held California corporation. 
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GreenCity Recovery of San José, LLC, San José, CA  
A limited liability company comprised of GreenWaste Recovery, Inc., a 
California corporation, and Garden City Sanitation, Inc., a California 
corporation. 
Recology Silicon Valley, San José, CA 
Dba Recology South Bay, a wholly owned subsidiary of Recology 
(formerly Norcal Waste Systems), a California corporation headquartered in 
San Francisco, CA. 
Revolution Resource Recovery LLC, San José, CA 
A California limited liability company. 

 

While only five companies responded, there were multiple proposals due to the 
following: 

 Proposer’s responding to the Collection RFP were required to submit proposals 
for four required options, two each for the three-container system (North and 
South Districts) and two for the two-container system (North and South Districts). 

 Each proposal option was based on the required ten-year term, and the proposer’s 
choice of fuel. Two proposers, Allied and Recology, chose to propose alternative 
technical proposals for “One Bin Plus” and “Hybrid” systems (North and South 
Districts), respectively, in addition to the four required proposals. Thus the five 
proposers initially submitted a total of 24 proposal options, four each from CWS, 
GreenCity and Revolution Resource, and six each from Allied and Recology.  

 Since CWS and Recology chose to offer proposals which included biodiesel as 
the base fuel and the City requested all proposers to submit proposals using CNG 
as a base fuel, CWS’ and Recology’s CNG options resulted in submittal of an 
additional 16 proposal options, bringing the total to 40 proposal options.  

 Finally, by addenda, the City required that proposers submit information 
regarding how their proposed ten-year costs and rate revenues would be affected 
by award of a fifteen-year term. 

In the end, there were a total of 80 proposal options reflecting all technical and cost 
scenarios for the rating panel to evaluate. 

Technical Evaluation Process 

The Rating Panel evaluated and scored the separate collection options submitted by the 
five proposers, with support from a Technical Advisory Team comprised of consultants, 
City staff, and a member from the Building Owners and Management Association. The 
Rating Panel evaluated only the technical aspects of each proposal and completed all 
scoring without access to cost proposal information. The Rating Panel evaluation was 
based on the 40, ten-year proposal options with the same technical scores applied to the 
comparable 15-year options. The combined district (citywide) technical scores were 
created by averaging the technical scores assigned to each of the two component districts. 
With the Purchasing Officer present, the Rating Panel met five times during a ten-week 
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period to discuss criteria evaluation and technical proposals and to participate in oral 
interviews with proposers. 

Collection Franchise RFP Score Criteria 

The following is a summary of the evaluation criteria and weighting for the Collection 
Franchise RFP.  

• Qualifications & Experience (30%) - Experience providing similar services at 
similar scale, qualifications and structure of management team, 
proposer/employer litigation history. 

• Technical Proposal (35%) - Customer service and outreach; ease of system for 
customer; meet transition schedule, technical and environmental innovation, 
further Green Vision Goals, environmental impacts from operations and facilities. 

• Environmental Stewardship (5%) - Support of City Environmentally Preferable 
Procurement Policy, history of corporate environmental responsibility. 

• Cost Proposal (30%) - Comparison of revenue requirements (majority of cost 
score), reasonableness of costs and cost-related exceptions to RFP exemplar 
agreement. 

Timeline from RFP Release to Final Review of Submittals 

During the review process, multiple clarification requests from Rating Panelists and the 
Technical Advisory Team were sent to the proposers, ensuring that the proposers’ 
submitted documents accurately reflected their proposed systems of solid waste 
collection and processing and were responsive to the goals of the RFP, and the Rating 
Panel formed an accurate understanding of the intent of each proposal. Toward the end of 
the review period, all five proposers participated in oral interviews wherein they 
presented a 30-minute presentation addressing questions and topics written by the Rating 
Panel and the Technical Advisory Team which were sent to the proposers a week prior to 
the interview. During the second half of the one-hour oral interview appointments, 
proposers answered questions directly asked of them by the Rating Panel.  

Collection Franchise RFP Evaluation Process – Key Dates  
Date Action 
April 16, 2010 Collection RFP Released 
April 22, 2010 Addendum #1 Released 
April 30, 2010 Addendum #2 Released 
May 3, 2010 Addendum #3 Released 
May 21, 2010 Addendum #4 Released 
May 27, 2010 Mandatory Pre-proposal Conference 
May 28, 2010 Addendum #5 Released 
June 9, 2010 Addendum #6 Released 
June 11, 2010 Addendum #7 Released 
June 18, 2010 Addendum #8 Released 
June 25, 2010 Addendum #9 Released 
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Collection Franchise RFP Evaluation Process – Key Dates  
Date Action 
June 30, 2010 Optional Cost Form Work Session 
July 8, 2010 Addendum #10 Released 
July 12, 2010 Addendum #11 Released 
July 20, 2010 Addendum #12 Released 
August 9, 2010 Addendum #13 Released  
August 18, 2010 Addendum #14 Released 
August 20, 2010 Addendum #15 Released 
September 3, 2010 Addendum #16 Released 
September 14, 2010 Addendum #17 Released 
September 22, 2010 Proposal Submittal Deadline 
October 4, 2010 Rating Panel Meeting #1 
November 10, 2010 Rating Panel Meeting #2 
December 1, 2010 Oral Interviews – Day 1 
December 3, 2010 Oral Interviews – Day 2 
 
Organics Processing RFP Evaluation Process 
 
The evaluation of the Organics Processing proposals was done in accordance with the 
process prescribed in Section 15 Review Process and Evaluation Criteria of the Organics 
Processing RFP and in conformance with City policy. In preparation for proposal 
evaluation, a five-member Organics Processing RFP Rating Panel was established, 
including raters from the cities of Morgan Hill, Palo Alto, and San José. Raters applied 
subject matter expertise to review of the Organics Processing proposals, with support 
from the Technical Advisory Team who gave several technical presentations on topics 
such as anaerobic digestion and conversion technology. The presentations provided raters 
with a uniform background of information and enabled them to apply a balanced 
perspective in their review of all proposals.  
 

Qualifying Proposals 
 

The City received responsive proposals for the Organics Processing RFP from three 
companies:  

 

 

 

 

 

 

Recology Pacheco Pass, Gilroy, CA  
A wholly owned subsidiary of Recology, a California corporation 
headquartered in San Francisco, CA. 
Republic Services Newby Island Resource Recovery Park, Milpitas, CA 
Dba Browning-Ferris Industries of California, Inc., a California corporation 
owned and operated by Republic Services, Inc., a Delaware corporation 
headquartered in Phoenix, AZ. 
Zero Waste Energy Development Company, San José, CA  
A California limited liability company created by the founders and owners of 
GreenWaste Recovery Inc., a California corporation, and Zanker Road 
Resource Management, Ltd., a California limited partnership. 



B-5 

The Rating Panel evaluated only the technical aspects of each proposal and completed all 
option scoring without access to cost information. The Organics Processing Rating Panel 
met four times during a six-week period, in order to discuss criteria evaluation and 
technical proposals with purchasing staff present, as well as to participate in oral 
interview meetings with proposers. 

Organics Processing RFP Score Criteria 

The following is a summary of the evaluation criteria and weighting established for the 
Organics Processing RFP. 

• Qualifications & Experience (25%) - Experience providing similar services at 
similar scale, qualifications and structure of management team, 
proposer/employer litigation history.  

• Technical Proposal (30%) - Meet transition schedule; technical and environmental 
innovation, further Green Vision Goals, environmental impacts from operations 
and facilities.  

• Environmental Stewardship (5%) - Support of City Environmentally Preferable 
Procurement Policy, history of corporate environmental responsibility.    

• Cost Proposal (30%) - Processing cost per ton (majority of cost score), 
reasonableness of processing cost and cost-related exceptions to the RFP 
exemplar agreement. 

• Local and Small Business Preference (5% and 5%) - To be eligible for local 
and/or small business preference, the proposer must submit the required Local and 
Small Business Enterprise Preference Request and conform to the requirements 
provided in Chapter 4.12 of the San José Municipal Code. 

 
Organics Processing RFP Evaluation Process – Key Dates  
Date Action 
February 4, 2010 Organics Processing RFP Released 
February 11, 2010 Non-mandatory pre-proposal conference 
February 22, 2010 Addendum #1 Released 
February 25, 2010 Addendum #2 Released 
March 2, 2010 Addendum #3 Released 
March 5, 2010 RFP Q&A Deadline 
March 15, 2010 Addendum #4 Released 
March 25, 2010 Addendum #5 Released 
April 5, 2010 Addendum #6 Released 
April 16, 2010 Proposal Submittal Deadline 
June 2, 2010 Rating Panel Meeting #1 
June 16, 2010 Rating Panel Meeting #2 
June 28, 2010 Rating Panel Meeting #3 
July 13, 2010 Oral Interviews 
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SECTION II: COST EVALUATION 

Proposers responding to the Collection Franchise RFP provided detailed pricing 
information by submitting the Cost Forms required by the RFP. Proposers were required 
to submit a separate set of Cost Forms for each of their proposal options. By addenda, the 
City required that proposers submit information regarding how their proposed ten-year 
costs and rate revenues would be affected by award of a fifteen-year term and both sets of 
cost forms were fully evaluated. There were a total of 80 proposal options reflecting all 
technical and cost scenarios for the ten and fifteen year terms. Over the course of the 
evaluation process, the Cost Forms were modified by the Technical Advisory Team as 
necessary to reflect proposer responses to various clarifying questions asked by the City. 

In accordance with the Procurement Process Guidelines (Attachment B, Section III), the 
cost proposals were evaluated separately from the technical proposals by an independent 
reviewer. The results of the cost proposal review were not shared with the reviewers of 
the technical proposals until their scores were received by Purchasing, so that the 
technical review would not be influenced by the cost review. Final Rating Panel 
recommendations, based on the combined technical and cost scores, were presented to the 
Executive Steering Committee. As described in proceeding sections, there were four sub-
criteria for the evaluation and scoring of the cost proposals for both RFPs. 
 
Collection Franchise RFP Cost Proposal Evaluation 
 
Each of the 40 ten-year proposal options and each of the 40 fifteen-year proposal 
options were compared, including the annual costs of all three container options. 
 
Key Elements of the Proposed Collection System: 
 Represents approximately 90% of total system costs 
 Fifteen-year term 
 Combined service district award 
 Costs do not fully address transport of organics/wet material to processor 
 
Evaluation Sub-Criteria 
Each sub-criterion has a weight and rating that were multiplied to get a total score for the 
Cost Proposal. The sub-criteria are as follows: 
 

 Comparison of Revenue Requirements - A relative comparison of cost for all 
proposals was performed. Net costs equaled per-ton processing fees, net of 
recovered materials sales revenue, and energy sales revenue or benefit (e.g., 
energy that displaces energy from current sources, whether or not there is 
derived revenue). 
 

 Comparison of Revenue Requirements Relative to Like Proposals - Relative 
comparison of total proposed revenue requirements for all services (excluding 
disposal and disposal–related transfer) for like proposals. Like proposals were 
compared as part of the evaluation process (for example, all the two-container 
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proposals were compared to each other). 
 

 Reasonableness and Predictability of Costs - This sub-criterion has two parts 
with equal relative weight: 1) Reasonableness and predictability of each 
proposal’s proposed costs to other like proposals (three-container and two-
container) and to industry standards. 2) The degree to which proposed rate 
revenues are supported by the costs and reasonable related assumptions. 
 

 Cost-Related Exceptions to Contract - Higher scores were applied to proposals 
with minimal or no cost or cost-related exceptions that could significantly 
impact the City's ability to successfully negotiate a contract within the required 
timeframe 

 
Organics Processing RFP Cost Evaluation 
 
Each of the 16 ten-year proposal options and each of the 16 fifteen-year proposal options 
were compared. Within the ten year and fifteen year sets of proposal options, the annual 
costs of all composting options were compared and the annual costs of all anaerobic 
digestion proposal options were compared. 
 
Costs focused on cost per ton for transfer, pre-processing, and processing. Proposers 
submitted a separate set of costs for each of their technical proposal options. This resulted 
in a total of six cost forms submitted by the three proposers, with costs per ton for 16 
distinct options by the various technology and container options.  
 
Key Elements of the Proposed Organics Processing System: 
 Represents approximately 10% of total system costs 
 Fifteen-year term 
 Transfer costs were included in total costs 
 One provider citywide  
 
Evaluation Sub-criteria 
 

 Net Unit Processing Cost per Ton - A relative comparison of cost for all 
proposals was performed. Net costs equaled per-ton processing fees, net of 
recovered materials sales revenue, and energy sales revenue or benefit (e.g. 
energy that displaces energy from current sources, whether or not there is 
derived revenue.)  
 

 Net Unit Processing Cost per Ton Relative to Like Proposals - Relative 
comparison of cost for "like proposals" refers to comparison between non 
energy-producing and between energy-producing proposals, or proposals to 
process the same organic stream. Net costs equaled per-ton processing fees, net 
of recovered materials, sales revenue, and energy sales revenue or benefit (e.g. 
energy that displaces energy from current sources, whether or not there is 
derived revenue). 
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 Reasonableness and Predictability of Net Unit Processing Costs - Scores 

addressed reasonableness and predictability of each proposal to each other and 
to industry standards. 
 

 Cost-Related Exceptions to Contract - Higher scores were applied to proposals 
with minimal or no cost or cost-related exceptions that could significantly 
impact negotiations. 

 
 

SECTION III: PROCUREMENT PROCESS GUIDELINES 
 

Commercial Redesign Procurement 
Executive Steering Committee Procurement Guidelines 

Final Draft Revised September 17, 2010 
 
The following guidelines capture the updated decisions by staff managing the 
procurement process. This revision reflects the completion of the Organics Processing 
evaluation and the pending receipt of the Collection Franchise proposals. The objectives 
in developing the following key assumptions, evaluation roles, and milestone activities 
are to: 1) Meet the requirements of Sections 15 of each RFP, 2) Simplify the process as 
much as feasible, 3) Use other proven processes as models, and 4) Base forms and 
evaluation tools on materials used successfully for the residential “Recycle Plus” 
procurement. 
 
Key Evaluation Process Assumptions 
 
Three-Step Process 

1. Standalone evaluation and scoring of the Organics Processing proposals 
2. Standalone evaluation and scoring of the Collection Franchise proposals 
3. Identify “system combinations” with consideration of options based on the two 

completed sets of proposal scorings and compatibility factors for “mixing and 
matching” 

 
Two Rating Panels - The first Rating Panel conducted a standalone evaluation and rating 
of the Organics Processing proposals. The Rating Panel for Organics Processing reflected 
City and non-City experience and expertise with facility development, financing, and 
CEQA processes. The second Rating Panel will conduct a standalone evaluation and 
rating of the Collection Franchise proposals.  
 
Specialized Technical Advisory Team - Purchasing and/or ESD will distribute each 
proposal or specific areas of each proposal to Technical Advisory Team members, based 
on their role and area of expertise. The team will develop and distribute supporting 
documentation, such as summaries of addenda, for use by the Rating Panel, the Technical 
Advisory Team and, for the collection and recyclables processing evaluation. 
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Continuity of Membership - It is desirable, but not crucial for one or more members of 
the first Rating Panel to also be members of the second Rating Panel. One ESD staff 
person will be on both panels. Rating Panel and Technical Advisory Team membership 
will not overlap.  
 
Confidentiality - Purchasing, with ESD assistance as requested, will coordinate with all 
members of the evaluating bodies, to ensure members sign all necessary forms for 
confidentiality prior to receiving materials and/or attending meetings. 
 
Process Documentation - Summary minutes, a detailed timeline, and other process 
documents will be maintained for potential distribution to City senior management staff, 
subject to confidentiality requirements. Such process documentation will help ensure 
process integrity.  
 
Approved Sub-Criteria - The Executive Steering Committee will approve sub-criteria 
and weights for each set of proposals prior to receipt of the applicable proposals. The 
Executive Steering Committee may provide additional direction regarding application of 
the criteria. The Technical Advisory Team and Rating Panels will be provided guidance 
for interpreting how the sub-criteria are to be applied, to ensure that sub-criteria are 
applied uniformly. Technical Advisory Team members will be a resource to the Rating 
Panels in ensuring uniform and consistent application of the sub-criteria. The scores from 
each rating process and the pricing will be entered into a model to allow identification of 
multiple combinations that yield the highest total system score and best meet City needs. 
 
Initial Screening for Organics Processing - Technical Advisory Team members 
provided a high level initial feasibility analysis for all Organics Processing proposals to 
identify any overriding issues relative to: 1) Feasibility of proposed technology, 2) 
Probability of proposed facility availability on July 1, 2012 (or availability at the tonnage 
level proposed), and 3) Inclusion of a viable financing plan. The initial feasibility 
analysis was used by the core team of ESD staff and consultants to determine whether 
any Organics Processing proposals should be excluded from the Collection Franchise 
RFP addendum, or included in a modified form. Based on the initial review, all proposals 
were included in the Collection Franchise RFP addendum. In addition, the initial 
feasibility analysis served as a means to test that Technical Advisory Team members (and 
later, Rating Panel members) applied the sub-criteria in a uniform and consistent manner. 
All proposals received a full evaluation and scoring.  
 
Flexible Approach to Clarifying Information - In general, there will be flexibility to 
request necessary clarifications from one or more proposers at any point in the process. 
Requests to multiple proposers to provide clarification will generally include two 
sections; 1) Questions that are being asked of all proposers, and 2) Questions that are 
specific to the given proposer. 
 
Flexible Approach to Interviews - Requests to proposers in preparation for interviews 
will generally include questions that are being asked of all proposers, and questions that 
are specific to the given proposer. There will be flexibility to allow for follow-up 
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clarifications, and to conduct more than one interview with a given proposer in the 
unlikely event that it is necessary to do so. 
 
Flexible Best and Final Offer (BAFO) Process - With input from Technical Advisory 
Team members as needed, the core team of ESD staff and consultants will develop and 
release any BAFO requests and will evaluate the responses. Any specific BAFO request 
may be sent to one or more proposers. One or more proposers receiving a BAFO request 
may be requested to provide clarification and/or to participate in an interview to discuss 
their response. The evaluation and selection process will be sufficiently flexible to allow 
for the potential use of a BAFO during any of the three main steps of the process.  
 
Flexible Combined, System Analysis - There will be sufficient flexibility to allow the 
Evaluation process to include the necessary steps to ensure that the “mixing and 
matching” results in compatible combinations and avoid needless review of incompatible 
combinations. This process will include coding key characteristics related to system 
compatibility into the model once each proposal has received a final individual scoring. 
[For example, in matching a Collection Franchise proposer that cannot provide transfer 
with an Organics Processor whose facility is more remotely located and that also cannot 
offer transfer, the model will clearly identify the need for the City to arrange for transfer.]  
 
Evaluation Teams and Roles 
 
Executive Steering Committee - The Executive Steering Committee will perform the 
following key roles: 1) Ratify the framework for the evaluation and selection process, 2) 
Review and confirm process recommendations from the Rating Panels as necessary, 3) 
Oversee any BAFO process occurring during the combined review process, and 4) 
Review and approve the recommendation of award to Council. The Executive Steering 
Committee will meet at key milestone dates throughout the process, as needed to confirm 
the direction of the evaluation teams. Upon completion of scoring for both sets of 
proposals and upon commencing the combined process, the Executive Steering 
Committee may choose to meet with the Rating Panels and/or the members of the 
Technical Advisory Team as necessary to understand the proposals and their scoring, and 
to facilitate decisions regarding combined scoring. Membership will include 
representatives from ESD, Purchasing, Public Works/General Services, and the City 
Manager’s Office.  
 
Rating Panels - The Rating Panels will include ESD staff, solid waste management 
professionals from nearby communities, and, for the Collection Franchise RFP, 
professionals from the business community. Rating Panel members will score proposals 
using input from the Technical Advisory Team, and apply the RFP evaluation criteria, 
sub-criteria, and weighting, as ratified by the Executive Steering Committee. The Rating 
Panels will meet with Technical Advisory Team members to gain insight into specific 
aspects of the proposals, will contribute to development of clarification and interview 
questions, and will conduct proposer interviews with facilitation from ESD staff and/or 
consultants. Purchasing staff will facilitate Rating Panel meetings. 
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Technical Advisory Team - The Technical Advisory Team will be a diverse group of 
subject experts, working primarily on an individual basis or in small subgroups. 
Technical Advisory Team members will provide objective, factual review and analysis of 
specific aspects of the proposals for direct use by the Rating Panel. Anticipated areas of 
expertise include solid waste collection, recyclables processing, organics processing, 
conversion technology, cost analysis, legal analysis, financial analysis, labor compliance, 
etc. Membership will be somewhat fluid in that new members may be added during the 
process to reflect technical advisory needs. Members may include ESD staff, other City 
staff, representatives of the business community, and consultants.  
 
Key Evaluation and Selection Milestones  
 
The milestone dates on the matrix below outline the key activities that will need to occur 
in order to meet a February 2011 council recommendation date. Milestone dates may 
change based on factors such as: calendar availability of meeting participants, the final 
release date for the collection RFP, the number of proposers to be interviewed, and the 
content and timeline of any necessary BAFO’s. 
 
Table 1 Key Milestones (2010-2011) 
 

Timing  Activity  Lead 
April 16th 2010  Receive organics processing proposals  Purchasing 
April 20th 2010  Minimum qualifications check completed  Purchasing 
April 26th 2010  Executive Steering Committee – first meeting to approve 

process, sub‐ criteria and weights before commencing 
review of Organics Processing proposals.  

Executive Steering 
Committee 

May 4th 2010  Purchasing approves Cost Reviewer Form  Purchasing 
May 14th 2010  Complete draft Collection RFP addendum and circulate 

internally for review 
ESD, Purchasing, 
City Attorney 

May 18th 2010  Complete initial screening  Technical 
Advisory Team 
(TAT) 

May 21st 2010  Post Collection RFP addendum with technical specs and 
costs (if necessary) for organic streams on BidSync 

ESD, Purchasing, 
City Attorney 

May 27th 2010  Collection RFP pre‐proposal meeting  ESD 
June 2nd 2010  Organics Processing rating panel kick‐off meeting with 

technical presentation (Meeting 1) 
ESD 

June 16th 2010   Organics Processing rating panel mid‐review meeting 
(Meeting 2) 

ESD 

June 28th 2010  Organics Processing rating panel interim meeting 
(Meeting 3) 

ESD 

June 30th 2010  Collection RFP Cost Form Work Session  ESD 
July 13th 2010   Interview Organics Processing proposers  Rating Panel, TAT 
July – Aug. 
2010 

Complete scoring of Organics Processing proposals, with 
review by Purchasing 

Rating Panel, 
Purchasing  

Sept. 1st 2010   Deadline for submitting Collection RFP objections and 
questions 

Purchasing 
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Timing  Activity  Lead 
Sept. 2010   Executive Steering Committee review of Collection 

evaluation criteria 
Executive Steering 
Committee 

Sept. 2010  Executive Steering Committee to review and approve 
revised Procurement Process Guidelines 

Executive Steering 
Committee 

Sept. 22nd 
2010 

Receive Collection proposals/ verify minimum 
qualifications 

Purchasing 

Oct. 6th 2010  Collection rating panel kick‐off meeting with technical 
presentation (Meeting 1) 

ESD 

Nov. 10th  
2010 

Collection rating panel mid‐review meeting (Meeting 2)  ESD 

Dec. 2010 1st   Interview Collection proposers (proposals 1‐3) (Meeting 
3) 

Rating Panel, TAT 

Dec. 3rd  2010  Interview Collection proposers (proposals 4‐6, if needed) 
(Meeting 4) 

Rating Panel, TAT  

Dec. 9th  2010  Collection rating panel final meeting (Meeting 5). Raters 
complete their scoring. 

ESD, Rating Panel 

Dec. 10th  
2010 

Purchasing completes review of scoring.   Purchasing 

Dec. 2010   Executive Steering Committee review of “mix and match” 
evaluation process and BAFO request (if necessary) 

Executive Steering 
Committee 

Dec. 2010  Release BAFO request   ESD, Purchasing 
Jan. 2011  Receive BAFO responses  ESD, Purchasing 
Jan. 2011  Executive Steering Committee ‐ meet to approve 

recommendation for award  
Executive Steering 
Committee 

Jan. 2011  Submit draft Council report to City Manager’s Office  ESD 
Feb. 2011  Council review of recommendation to negotiate  Council 
Feb. 2011  Begin negotiations   ESD, Attorney’s 

Office 
July  2011  Council review of negotiated contracts to award  ESD 
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ATTACHMENT C: SCOPE OF COLLECTION FRANCHISE AND ORGANICS 
PROCESSING AGREEMENTS 

 
Scope of the Collection Franchise 
 
The scope of the franchise will include, with certain exceptions, the exclusive right to provide 
garbage, recyclables, and organics collection services to commercial generators within an 
assigned service district. The collection services will include a variety of container options 
including carts, front-load bins, roll-off boxes, and compactors. The scope excludes Construction 
and Demolition (C&D) waste. Additional base-level services are discussed below. The final 
franchise agreements brought to Council for approval in June 2011 will be modified to include 
additional and enhanced services, features, and terms specific to the actual proposal accepted by 
Council. 

 
The franchise combines collection and recyclables processing services under a single service 
provider for each district citywide. Under this model, each the franchisee will be responsible for 
meeting collection and processing waste diversion requirements. The franchisee must meet 
performance standards for all aspects of the service, and report program data and information to 
the City. The agreements will detail descriptions for how the franchisee will process collected 
materials; meet minimum standards for equipment through-put and material recovery efficiency 
(i.e. diversion); and maintain the quality of the processed material. The franchisee will be 
required to include comprehensive plans for marketing each type of recovered material under 
current and anticipated markets, and to demonstrate availability of contingency recyclables 
processing capacity.  
 
The recommended franchisee has chosen to purchase disposal capacity from International 
Disposal Corporation at the same priced specified in the agreement between the City and 
International Disposal Corporation (owned by Republic Services). 
 
The franchisee will provide all billing and customer service functions. The City will establish 
maximum service rate customer rates based on the rate schedule proposed by the Franchisee 
which includes the Franchisee’s revenue requirements, Commercial Solid Waste Franchise 
(General Fund), and the cost for commercial organics processing; the Franchisee will also collect 
Integrated Waste Management (Fund 423) fees on behalf of the City. The rate structure will be 
designed to the extent practicable to minimize the initial rate increases to businesses and provide 
rate stability throughout the term of the franchises. The franchisees will also remit to the City 
payment of Franchise and Integrated Waste Management for the cost of disposal, fees, as well as 
and any performance incentive/disincentive payments assessed through the process outlined in 
the franchise agreement. The franchisee will be responsible for paying directly for all services 
provided by their affiliates and subcontractors.  
 
Scope of the Organics Processing Agreement 
 
The scope of the Organics Processing agreement will include the exclusive right to process 
commercial organic waste citywide. Contract parameters will define material specifications, 
prohibited materials, and contamination levels for acceptable organic streams delivered by the 
Collection Franchisee and assure that delivered materials are accepted and processed in 
accordance with the approved processing protocol. The final processing contract brought to 
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ATTACHMENT D: IMPACTS TO CUSTOMER RATES 
 
Although some businesses will see different effects on their monthly garbage bill in the new 
commercial solid waste system, rates for the majority of businesses should be similar to the rates 
businesses are currently paying. In some cases, the rates may be lower. Rates are expected to be 
in line with rates charged elsewhere in the Bay Area. In San José’s current, non-exclusive 
franchise system, customers negotiate rates with their chosen hauler. This has resulted in large 
rate disparities between customers, as larger businesses can leverage their size to negotiate lower 
rates. 
 
To determine what San José businesses currently pay for waste collection, the City contracted 
with the San José State University Research Foundation’s Survey and Policy Research Institute 
(SPRI) to conduct a rate survey of the commercial sector. A total of 6,700 San José commercial 
businesses were telephoned between August 16 and September 16, 2010. These businesses were 
invited to participate in the survey by faxing, emailing, or mailing a copy of their most recent 
garbage bill to SPRI, or by answering a few questions by phone. 618 businesses contacted by 
phone agreed to participate in the survey and a total of 279 completed surveys were received via 
all three methods. The survey confirmed staff’s expectations that rates, for the same level of 
service, vary drastically from business to business. The results provided a comparison for the 
rates included with the Collection Franchise RFP proposals. For another comparison, staff 
conducted an extensive study of commercial rates from other local jurisdictions that have 
exclusive franchise systems. 
 
For the new commercial system, the City chose not to set specific customer rate structures. 
Instead, the City allowed responders to the RFP to create a rate structure that best achieved their 
total revenue requirement. This allowed for proposers to structure rates that encourage customers 
to choose services that help the proposer achieve their waste diversion and operational goals. For 
example, proposers could charge less for recycling containers to encourage their use or could 
charge less for bins than carts to encourage the more efficient collection methods. The variations 
in proposed rate structures and the disparity in current commercial rates make it challenging to 
anticipate all the effects the various proposals could have on customer rates. The most commonly 
subscribed service levels were analyzed to determine the rate impact of the majority of 
businesses. It was learned that rates for most businesses will not be markedly different by 
implementing the recommended Allied / ZWED system. Small businesses will likely see 
decreases as their relatively high current rates are made consistent with what all businesses will 
pay for the same level of service. 
 
Although most rates should not alter dramatically, some individual rates for specific service 
levels may see a considerable increase. Because of this, Allied proposed to work with City Staff 
within six months following initial service to make adjustments to these specific service levels 
that see the greatest rate increase. Allied would employ knowledge of customer accounts and 
billings at each service level to develop a new reduced rate for the affected service levels, and 
implement a single percent increase to all other rates commensurate with the projected lost 
revenue related to reducing the rate for the affected service levels. Allied would provide this 
information to the City as the basis for adoption of a revised rate schedule. 
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