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RECOMMENDATION

Approve a grant agreement with Habitat for Humanity Silicon Valley for a term from July 1,
2011 through June 30, 2013 for one-time start up costs related to opening a ReStore in San Jos6
in the amount of $85,000.

OUTCOME

With approval of the grant agreement the City would contribute a portion of the funding needed
for Habitat for Humanity Silicon Valley to open a ReStore at the San Jos6 Environmental
Innovation Center and provide San Josd residents and businesses with recycling services for
donated goods which would otherwise be disposed of in landfills and a source for buyers of these
items who can reuse them in new construction projects and renovations. The ReStore will
generate sales tax revenue and support the City’s Green Vision Goals #1, #4, and #5 and the
Urban Environmental Accords Action # 4.

BACKGROUND

Habitat for Humanity Silicon Valley will be leasing approximately 15,000 square feet to open
and operate a ReStore, the only operation of its kind in the south Bay Area, in the San Jos6
Environmental Innovation Center (EIC) locatedat 1608 Las Plumas Avenue on a 4.2 acre site for
which a construction contract was approved by Council on May 24, 2011. Approval of the
proposed lease with Habitat for Humanity Silicon Valley for the EIC space will be considered by
City Council on June 21,2011.

A May 2011 USA Today article describes how Restores are growing in an economy where other
retailers are shrinking their operations. In the article, Larry Gluth, Habitat for Humanity
International (HFHI) Senior Vice President, states, "The [ReStore] concept has grown
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continually the past 10 years and there are more than 750 stores nationwide with total sales
estimated at between $350 million and $400 million annually." He notes that their numbers
continue to grow. Additionally, a ReStore is solely recommended to those affiliates who are
solvent such as Habitat for Humanity Silicon Valley, a charitable Section 501 c (3) organization.

A brief description of Habitat for Humanity’s ReStore outlets follows:

Habitat’s ReStore resale outlets sell reusable and surplus building materials to the
public. While every ReStore outlet is a little different, most focus on home
improvement goods like furniture, home accessories, building materials and
appliances. ReStore resale outlets accept donated goods which are sold to the
general public at a fraction of the retail price. The proceeds help local Habitat
affiliates fund the construction of Habitat for Humanity homes within their
communities. ReStore resale outlets provide an environmentally and socially
responsible way to keep good, reusable materials out of the waste stream while
providing funding for Habitat’s community improvement work.

Habitat for Humanity ReStores generally collect and recycle tons of donated goods, including
bulky goods, home accessories, building materials and appliances that might otherwise end up in
the landfill. The Habitat for Humanity Silicon Valley ReStore will play a key role in the City of
San Jos~’s overall strategy to divert reusable and recyclable materials from landfills. This
salvage and reuse operation will enable the City to meet the statutory waste diversion
requirements 0f the California Integrated Waste Management Act of 1989 (AB 939). The
Recycling Component of the City’s Source Reduction and Recycling Element developed to
outline how San Jos~ will satisfy its AB939 requirements indicates the City will establish an
elaborate infrastructure of support for initiatives by the private sector including non-profit and
charitable activities, such as a non-profit retail reuse outlet, that advance the goals of the plan.
The San Jos~ ReStore is anticipated to recycle between 1,000 and 2,000 tons of building
materials, based on other ReStore actuals.

Habitat for Humanity Silicon Valley has developed a detailed Business Plan for the San Jos~
ReStore operation which includes investments from community trust foundations, private
donations, and corporations in addition to the one-time City of San Josd grant Subject to Council
approval. The Habitat for Humanity Silicon Valley ReStore Business Plan describes the rigorous
financial requirements and the entities that play a role governing the financial policies of a
ReStore. The ReStore Business Plan proposes to meet the expectations delineated by HFHI, the
IRS, and the affiliate’s own rules and policies. The IRS has general policies regarding GAAP
compliance, but also has some specific issues pertaining to ReStores. This set of written
financial policies and procedures will be in place before the store opens

Given Habitat for Humanity Silicon Valley’s track record and business plan, we are confident in
their ability to raise the funds needed for this project. Habitat for Humanity Silicon Valley has
started its fundraising and outreach efforts to fund the start up of the San Jose ReStore. To date,
they have sent out over twenty letters of inquiry, started building relationships with more than
one hundred people in the environmental and construction industries, have applied for tba’ee
grants, and have ten additional grants in the queue. In addition, they are reaching out to all the
cities in Santa Clara County to build awareness and ask for financial support for the SJEIC



HONORABLE MAYOR AND CITY COUNCIL
5-31-2011
Subject: HABITAT FOR HUMANITY GRANT
Page 3

ReStore. Habitat for Humanity Silicon Valley has a person on staff who focuses solely on the
start up of the SJEIC ReStore. Part of their focus is building a ReStore Partnership Council that
will also assist in fundraising efforts.

ANALYSIS

From the November 2008 Zero Waste Strategic Plan, construction and demolition (C&D) waste
represents approximately 30% of the waste sent to the landfill in San Josd. In 2008, the City
completed an analysis of C&D debris delivered to landfills, material recovery facilities, and
transfer stations in the City. That study concluded that approximately 72% of the material could
be recycled or reused.

The City already provides incentives for C&D debris diversion through its model Construction
and Demolition Diversion Deposit (CDDD) program. The CDDD program is nationally
recognized for its success developing public/private partnerships with recycling facilities to
reduce the amount of C&D debris buried in landfills. While changes in the California State
Building Code have affected the parameters of the CDDD program, it remains an important part
of the City’s strategy for diverting C&D waste.

In order to provide additional diversion opportunities and to offer low-cost building materials to
local contractors and do-it yourselfers, retail space at the EIC was reserved for a retail reuse
outlet. City staff conducted thorough research of existing facilities in the Bay Area and
concluded that the Habitat for Humanity ReStore was the best choice for San Jos~ because
Habitat has a successful, professional-looking model that has been employed throughout the
country and is also demonstrating local expertise in building a donor base here in the Silicon
Valley. Habitat for Humanity Silicon Valley will leverage this seed money with additional
funding which is being pursued fi’om several other sources.

The City is entering into this Agreement with Habitat for Humanity Silicon Valley to provide
financial assistance to help offset a portion of the start up costs related to the opening of a
ReStore in the EIC. The vast majority of the funding needed, by Habitat for Humanity Silicon
Valley is coming from other sources, and their fundraising efforts are already well underway.
Specifically, the City will provide funding to Habitat for Humanity Silicon Valley for start up
costs including promotion of the store to raise awareness of its activities and generate business,
solicitation of donations, software and services, which combined with other sources of funding
will allow them to open and operate the ReStore. Consideration for hard tenant improvements of
the leased space will be separately provided for in the lease. It is anticipated that Habitat for
Humanity Silicon Valley will begin incurring soft costs upon Council approval of the lease
agreement and as early as July 2011. Conditions of the grant include requirements that Habitat
for Humanity Silicon Valley submit quarterly reports providing sales volume, tons of material
diverted from landfills, amount disposed, and an annual report of number of employees during
the entirety of their EIC lease. Should Habitat for Humanity Silicon Valley terminate their lease
in their first year of operation at the EIC, they will repay the funds in this agreement to the City.
Also, should Habitat for Humanity Silicon Valley not expend the funds granted, they will repay
the unused funds to the City. Finally, should Habitat for Humanity Silicon Valley fail to meet the
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reporting requirements and/or other grant terms, they may be required to pay back a portion or
all of the grant funds

In addition to the sales tax revenue that the City will receive, proceeds from the sale of materials
at Habitat for Humanity ReStores are reinvested in the local community to provide affordable
housing for low-income residents.

PUBLIC OUTREACH/INTEREST

This memo is not subject to outreach falling within any of the criteria.

Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater.

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, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach.

COORDINATION

This memorandum has been coordinated with the City Attorney’s Office and the City Manager’s
Budget Office.

COST SUMMARY/IMPLICATIONS

1. AMOUNT RECOMMENDED FOR THE GRANT: $85,000

2. SOURCE OF FUNDING: Fund 423 - Integrated Waste Management Fund AB939 Fees

BUDGET REFERENCE

Fund Appn. Appn. Name RC. Total Amt. For 2011-2012 Last Budget
# # Appn. Contract Proposed Action

Operating (Date, Ord.
Budget No.)
(Page)

423 0762 Non-Personal/ 500540 $3,840,697 $85,000 XI-48 *

Equipment
*The 2011-2012 Oper~ing Budgetisscheduledforadoption bythe City Councilon June 21,
2011.
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A CEQA Negative Declaration for the renovation for the EIC was adopted on December 1, 2009
(PP09-138).

/~OHN STUFFLEBEAN

Director, Environmental Services

For questions please contact Jo Zientek, Deputy Director, Integrated Waste Management
Division, at (408) 535-8557.




