Item No. 3(b)
September 9, 2013

CITY COUNCIL STUDY SESSION ITEM

SUBJECT ;
Seek Council direction on vendor selection for the 2014 Comprehensive Garbage, Recyclables, and
Organic Waste Collection Contract (the 2014 Contract).

STAFF CONTACT

Nav Otal, Director, 452-2041

Lucy Liu, Assistant Director, 452-4445

Susan Fife-Ferris, Manager, Communications & Environmental Outreach, 452-5216
Utilities Department

Mary Kate Berens, 452-4616
Deputy City Attorney

POLICY ISSUE

The City arranges for the collection of solid waste through a contract with a service provider. The City’s
purchasing code authorizes the City Manager to establish contracting policies for the solicitation of
proposals for and award of service contracts, including this contract for solid waste collection. State law
provisions and City code regulations regarding public works do not apply to this service contract.

Relevant City contracting policies include:
e “The process of selecting and managing contracts should be subject to the highest ethical
- standards and embody the value of stewardship of the public’s resources by ensuring that contracts

provide the greatest attainable levels of both quality and value.” City of Bellevue Contracting Policy;
Guiding Principles.

e A competitive Request for Proposal (RFP) process with public notice is required for contracts in
excess of $300,000.

e Council approval of contracts over $50,000 in value is required.

DIRECTION NEEDED FROM COUNCIL

X_ Action
_X_ Discussion
Information

Direction is needed with regard to the 2014 Contract in the following areas:
¢ Vendor selection; and
e Rate structure.

In order to keep the 2014 Contract process on schedule, final direction on vendor selection is requested
at the Council’'s September 9 meeting. ‘
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BACKGROUND

Consistent with Council direction and City procurement policy, staff conducted an open and thorough
competitive procurement process, with a Request for Proposals (RFP) issued on April 15, 2013 to
procure the 2014 Contract. Two proposals were received by the City in mid-June. The two proposals
were evaluated using Council-directed evaluation criteria.

On September 3, 2013, Council was briefed on the results of the staff evaluation of the vendors’
proposals for the 2014 Contract. See Attachment 1 for additional information. At that time, Council
directed staff to:
¢ Incorporate both the proposed “key service enhancements” and “new service options” in the final
service package for the 2014 Contract; and
e Return on September 9:
o For Council direction on the vendor selection;
o For Council direction on the rate structure to be incorporated into the 2014 Contract; and
o Provide additional information on the contract termination options and performance bond
requirements included in the draft 2014 Contract.

Contract Termination Options and Performance Bond

If the selected vendor fails to perform under the terms of the 2014 Contract, a number of provisions are
included in the draft 2014 Contract to protect the City. These provisions, discussed in detail in
Attachment 2, include the following:
o Fees to discourage performance failures, to the extent possible, through automatic and/or
specific performance fees assessed for certain infractions. '
¢ An option for the City to terminate the Contract for the vendor’s failure to meet Contract
performance requirements and standards. If terminated, the $10 million performance bond,
required under the draft 2014 Contract, would be called to provide funding for the City to
continue solid waste collection services while a new collection vendor is procured.

Rate Structure

Council direction is needed on the rate structure to be implemented under the 2014 Contract. As part of
the RFP process, vendors provided rates for solid waste collection services based on pure cost of
service. In order to evaluate rate structure options, the City also obtained an additional set of rates
from both vendors based on the current rate structure. Finally, a separate bid was obtained for single-
family linear rates, which can establish an incentive for increased recycling through the use of pricing
signals. This information was gathered for consideration in the future. See the Rate Structure
discussion under Additional Policy Considerations in Attachment 1 for more information. See
Attachment 3 for proposed rates under the different rate structures.

Staff recommends that the current rate structure be maintained to minimize rate impacts on customers.
VENDOR COMMUNICATION BLACKOUT PERIOD

Specific guidelines were included in the RFP to ensure the integrity of the procurement process. The
blackout period continues in effect through final Council action on the 2014 Contract. It is the vendors’

obligation to ensure that its employees, agents, contractors and other involved parties that assisted in
developing their proposals abide by these guidelines.

3-6



NEXT STEPS

1. Based on Council direction on the selected vendor, staff will finalize the service package and
rate structure for the 2014 Comprehensive Garbage, Recyclables, and Organic Waste
Collection Contract.

2. Staff will return to Council in October with a vendor-executed 2014 Comprehensive Garbage,
Recyclables, and Organic Waste Collection Contract for Council’s approval.

ALTERNATIVES

1. Direct staff to finalize the 2014 Comprehensive Garbage, Recyclables, and Organic Waste
Collection Contract with CleanScapes that incorporates Council’s direction on the final
service package and rate structure.

2. Direct staff to finalize the 2014 Comprehensive Garbage, Recyclables, and Organic Waste
Collection Contract with Republic Services that incorporates Council’s direction on the final
service package and rate structure.

3. Provide staff with alternative direction.

ATTACHMENTS

Attachment 1 — September 3, 2013 Council Agenda Memorandum and Attachments
Attachment 2 — Contract Termination Options and Performance Bond

Attachment 3 — Rate Structure Comparisons

AVAILABLE IN COUNCIL OFFICE FOR REVIEW

Copies of the vendor proposals

3-7



Attachment 1
Item No.
September 3, 2013

CITY COUNCIL STUDY SESSION ITEM
SUBJECT

Present results of the staff evaluation of vendors’ proposals on the 2014 Comprehensive Garbage,
Recyclables, and Organic Waste Collection Contract (the 2014 Contract) and seek Council direction on
final vendor selection.

STAFF CONTACT

Nav Otal, Director, 452-2041
Lucy Liu, Assistant Director, 452-4445
. Susan Fife-Ferris, Manager, Communications & Environmental Outreach, 452-5216

Utilities Department

Mary Kate Berens, 452-4616
Deputy City Attorney

POLICY ISSUE

The City arranges for the collection of garbage through a contract with a service provider for solid waste
collection. The City's purchasing code authorizes the City Manager to establish contracting policies for
the solicitation of proposals for and award of service contracts, including this contract for solid waste
collection. State law provisions and city code regulations regarding public works do not apply to this
~‘'service contract. Relevant city contracting policies include:

« “The process of selecting and managing contracts should be subject to the highest ethical standards
and embody the value of stewardship of the public’s resources by ensuring that contracts provide the

" greatest attainable levels of both quality and value.” City of Bellevue Contracting Policy; Guiding
Principles;

» A competitive Request for Proposal (RFP) process with public notice is required for contracts in
excess of $300,000;

« Council approval of contracts over $50,000 in value is required.

DIRECTION NEEDED FROM COUNCIL

_X_ Action
_X_ Discussion
___ Information

Direction is needed with regard to the 2014 Contract in the following areas:
¢ Vendor selection; and
¢ Contract finalization.

In order to keep the 2014 Contract process on schedule, final direction on vendor selection is requested
by no later than the Council's September 9 meeting.

3-9



BACKGROUND/ANALYSIS

The current Comprehensive Garbage, Recyclables Yard Debris and Organic Waste Collection Contract
will expire on June 28, 2014. The proposed service package for the 2014 Contract was informed by
stakeholder feedback, including input from customers, solid waste collection vendors, and the
Environmental Services Commission and confirmed by the Council at its March 25, 2013 meeting. In
addition, Council confirmed the proposed evaluation process for vendor proposals on the 2014 Contract in
meetmgs in March and April of this year. Council received bnefmgs on the details ofthe evaluatlon ‘
process in April, and updates on the procurement process in July and August. :

The 2014 Contract has an initial term of seven years, with an option to extend for an additional seven

years (2028), and is worth approximately $18 million to $20 million per year or up to $280 million over the
maximum term of the contract. These amounts do not include the state refuse tax; city utility tax, King
County Hazardous Waste Fee, and drop box disposal costs which are passed through to customers and
do not vary between vendors. 4

Procurement Process:

The City's contracting policies favor a competitive procurement process for service contracts of this
magnitude. Staff has conducted the RFP and evaluation and ranking process as further described in
this memorandum. Council is asked to provide its evaluation of the vendors based on the criteria .
established in the RFP and give final direction on the successful vendor.

The RFP was issued on April 15, 2013. Two proposals were received by the City in mid-June. The two’
proposals were evaluated using the following evaluation criteria, which were described in the RFP and
confirmed by Council prior to issuance of the RFP:

o Allocate 80% of the total score on the price of the proposal, based on the following:
1. A base service package, including key service enhancements discussed below and in
Attachment C; and
2. The cost-of-service single-family rate structure.

3. Scoring methodology:
* Score = (lowest cost / cost being evaluated) X 80 pomts '

o Allocate 20% of the total score based on an evaluation of the foIIowmg four qualltatlve factors

1. Customer service;

2. Contract implementation and compliance;
3. Operations and system design; and

4. Sustainability

o Separately price the foIIowmg new service options and exclude thém from sconng
1. Unlimited recycling for commercial customers;
2. In-City customer service center; and : )
3. Commercial/multifamily organics collection — 96-gallons weekly embedded in the

garbage rate.

e Obtain a separate bid from each of the vendors for linear rates for smgle—famlly customers for
consideration in the future. S 4 .
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Staff Evaluation Process and Conclusions:

Two separate teams, consisting of staff representing several departments, used information from
vendor proposals, site visits, and follow up questions to conduct detailed evaluations of the vendors’
proposals. One team focused on the quantitative portion of the evaluation, reviewing and analyzing
total costs and other financial information provided by vendors. This team applied the price evaluation
formula described in the RFP, which accounts for up to 80 points. A second team focused on the
qualitative portion of the evaluation. This team developed an approach to and awarded up to 20 points
to the vendors based on information received in four qualitative areas. The two teams did not discuss
their deliberations or processes with each other until the scoring was complete.

Upon completion of their independent evaluations, the scores from the two teams were combined to
develop the total score out of a possible 100 points for each vendor based on criteria established in the
RFP.

The evaluation led to the following results and findings:

Both vendors are capable of serving Bellevue;
Both vendors will profit from Bellevue’s contract based on their bids, which is important to
assure the sustainability of services for the long term of the contract; and

e Both proposals will result in rates that are higher than current rates (CleanScapes's $17.9M
annual bid price is a 4% increase over the current annual contract price of $17.3M; Republic's
$19.8M annual bid price reflects a 14% increase over the current contract price).

Detailed Staff Scoring Results:

- Based on staff's quantitative and qualitative evaluations, the CleanScapes proposal received a higher
score than Republic Services’ proposal. The combined results of the two staff evaluation teams are
presented here and described in more detail below. ’

Qualitative Score- 15.8 18.5
| ‘ Total Score I | 88.3 |~ 985 ]
* Base Price includes key service enhancements., :

Cost (Quantitative Score): v
1. The quantitative scores were calculated by the formula included in the RFP:
Score = (lowest cost / cost being evaluated) X 80 points

2. As a result of the overall lower annual base price, CleanScapes's proposed 2014 solid waste
rates are lower than those proposed by Republic Services for most Bellevue customers. The
impacts to monthly customer bills in 2014 for the typical residential, commercial/multifamily, and
drop box customers are shown in Attachment A. Attachment A also demonstrates where
Bellevue's current and 2014 rates compare to neighboring jurisdictions (based on 2013 rates).
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Service Approach (Qualitative Score):

Staff's qualitative evaluation results and findings were based on the team’s weighting of the qualitative

factors as follows:

Qualitative Factors Maximum Republic CleanScapes
Points* Services

Customer Service 5 3.50 5.00
Contract Implementation & 4 2.75 3.75
Compliance

Operations & System Design 8 - 7.05 7.50 -
Sustainability 3 2.50 2.25
Total Qualitative Points 20 15.80 18.50

*Staff developed the point weighting for these four factors in order to facilitate the staff evaluation
process. The RFP did not assign the 20 points available for Qualitative Factors in any particular
manner and Council could choose to view this point allocation differently.

Staff placed considerable emphasis on Operations and System Design assigning 8 points to this factor.
Customer Service was deemed next in terms of importance with 5 possible points, while Contract
Implementation and Sustainability, including vendor transition issues, were allocated four and three

points respectively.

Attachment B demonstrates that both vendors are capable of meeting the 2014 Contract minimum
requirements. As a result of staff's review of information provided by vendors, site visits and interviews,
the qualitative evaluation team scored CleanScapes higher on several of these qualitative factors,
based on differences in service approach, particularly in the areas of customer service and contract
implementation and comphance Attachment B presents additional detailed information on the
qualitative factors.

Council Evaluation of Proposals:

The qualitative factors assigned 20% of the overall bid score include policy considerations and exercise
of judgment. Final vendor selection will depend on Council’s ultimate judgment of the information
provided through the procurement process by both vendors and relative stengths of those vendors with
respect to the qualitative factors established by the RFP: customer service, contract implementation
and compliance, operations and system design, and sustainability. Attachment B includes information
that may be helpful in Council's evaluation of these factors. Following review of the information )
provided, Council is asked to provide direction on the final vendor, with whom staff will complete final

contract negotiations.

Additional Policy Considerations

Council direction is heeded on several policy considerations, summarized below to finalize the 2014
Contract. Detailed information on these items is provided in Attachment C.

1. Key Service Enhancements - Should Bellevue customers be provided these services?

= Staff Recommendation: Yes to all key service enhancements. These service
enhancements are reflected in both vendors’ bids.

2. New Service Options — Should Bellévue customers be provided these services?

=>» Staff Recommendation: Yes to all new service options if such options can be
provided with little to no financial impact to customers.
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3. Rate Structure ~ Should the City maintain the current rate structure?
=> Staff Recommendation: Yes.

Vendor Communication Blackout Period

Specific guidelines were included in the RFP to ensure the integrity of the procurement process. The
blackout period continues in effect through final Council action on the 2014 Contract.

NEXT STEPS

1. Based on Council direction, staff will finalize the service package and rate structure for the 2014
Comprehensive Garbage, Recyclables, and Organic Waste Collection Contract with the
selected vendor.

2. Staff will return to Council in October with a vendor-executed 2014 Comprehensive Garbage,
Recyclables, and Organic Waste Collection Contract for Council’'s approval.

ALTERNATIVES

1. Direct staff to negotiate with CleanScapes on the 2014 Comprehensive Garbage,
Recyclables, and Organic Waste Collection Contract that incorporates Council direction on
the final service package and rate structure;

2. Direct staff to negotiate with Republic Services on the 2014 Comprehensive Garbage,
Recyclables, and Organic Waste Collection Contract that incorporates Council direction on
the final service package and rate structure; or

3. Provide staff with alternative direction.

ATTACHMENTS

1. Attachment A - Typical Solid Waste Monthly Bill Comparison — Current 2013 vs. Proposed 2014
2. Attachment B — 2074 Solid Waste Collect Contract RFP - Qualitative Evaluation Comparison

3. Attachment C — 2074 Solid Waste Collect Contract RFP - Additional Policy Considerations
AVAILABLE IN COUNCIL OFFICE FOR REVIEW

1. Copies of vendor proposals
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Attachment C

2014 Solid Waste Collection Contract RFP - Additional Policy Considerations

Key Service Enhancements

Council directed staff to separately price the following key service enhancements, but include

them in the base price used for scoring.

Question: Should Bellevue customers be provided the following key service

- enhancements?

=>» Staff Recommendation: Yes to all key service enhancements.

Republic

Key Service Enhancements Services cgzggf,ip ;as
‘ Cost/Year a

1. Single-family residential customer Saturday collection for
Friday misses $20K $0

2. Additional recyclables collection at the curb for single- $0 $0
family customers where feasible

3. On-call curbside collection of small electronics, $0 $0
appliances, and textiles for multifamily customers

4. On-line account management and electronic biIIing for all $0 $0
requesting customers

5. T7-days a week staffed call center, with expanded hours NA $0

6. 6-days a week staffed call center, with expanded hours $18K NA

Total $38K $0

New Service Options

Council directed staff to separately pricé the following new services and exclude them from

scoring.

Question: Should Bellevue customers be provided the following new service options?

=» Staff Recommendation: Yes to all new service options.

Republic
New Service Options Services CleanScapes
Cost/Year
Cost/Year
1. Unlimited recycling for commercial customers $0.1M $0
2. .In-City customer service center $0.1M $0
3. Commercial/multifamily organics collection —
96-gallons weekly embedded in garbage rate 30.4M $0.5M
Total $0.6M $0.5M
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Attachment C
2014 Solid Waste Collection Contract RFP - Additional Policy Considerations

Rate Structure

Per Council direction, vendors were instructed to bid rates based on a cost-of-service rate
structure for scoring purposes. It is common industry practice and consistent with Utilities
practice to use pure cost-of-service rates as the starting point. Rates may be subsequently
modified to meet other City objectives.

Additionally, rates based on the current rate structure were also obtained from both vendors in
order to consider the impacts of potentially changing rate structures. The current rate structure
contains a cross-subsidy between the residential and commercial/ multifamily customer sectors.

Lastly, per Council direction, a separate bid was obtained for single-family linear rates for
consideration in the future.

Question: Should the City maintain the current rate structure to minimize rate impacts to
all customers?

= Staff Recommendation: Yes.
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Attachment 2
Contract Termination Options and Performance Bond

If the selected vendor fails to perform under the terms of the 2014 Contract, the following
provisions are included in the 2014 Contract to protect the City:

Sectidn 3.1.25 Annual Performance Review - ... Should the City determine that the

Contractor fails to meet the Contract performance requirements and standards, the City
shall give the Contractor written notice of all deficiencies. The Contractor shall have sixty
(60) days from its receipt of notice to correct deficiencies to the City’s satisfaction. If the
Contractor fails to correct deficiencies within sixty (60) days, the City may give written
notice to the Contractor of failure to perform, and give the Contractor six (6) months’
notice of Contract termination. The City’s determination of the Contractor’s failure to
perform shall not be arbitrary or capricious.

Section 5. Failure to Perform, Remedies, Termination - The City expects high levels of

Customer service and collection service provision. Performance failures shall be
discouraged, to the extent possible, through automatic and/or specific performance fees
for certain infractions and through Contract default for more serious lapses in service
provision. Section 5.1 details infractions subject to automatic or performance fees and
Section 5.2 details default provisions and procedures.

Section 5.2 Contract Default - ... The City reserves the right to pursue any remedy
available at law or in equity for any default by the Contractor. Without limiting any
remedy available in law or equity, in the event of default, the City shall give the
Contractor ten (10) days prior written notice of its intent to exercise its rights, stating the
reasons for such action. However, if an emergency shall arise that does not allow ten
(10) days prior written notice, the City shall immediately notify the Contractor of its intent
to exercise its rights immediately. If the Contractor cures the stated reason within the
stated period, or initiates efforts satisfactory to the City to remedy the stated reason and
the efforts continue in good faith, the City may opt to not exercise its rights for the
particular incident. If the Contractor fails to cure the stated reason within the stated
period, or does not undertake efforts satisfactory to the City to remedy the stated reason,
then the City may at its option terminate this Contract.

If the Contractor abandons or violates any portion of this Contract, fails to fully and
promptly comply with all its obligations, or fails to give any reason satisfactory to the City
for noncompliance, and fails to correct the same, the City, after the initial ten (10) days’
notice, may then declare the Contractor to be in default of this Contract and notify the
Contractor of the termination of this Contract. A copy of said notice shall be sent to the
Contractor and surety on the Contractor’s performance bond.

Upon receipt of such notice, the Contractor agrees that it shall promptly discontinue the
services provided under this Contract. The surety of the Contractor’s performance bond
may, at its option, within ten (10) days from such written notice, assume the services
provided under this Contract that the City has ordered discontinued and proceed to
perform same, at its sole cost and expense, in compliance with the terms and conditions
of the Contract, and all documents incorporated herein.

In the event that the surety on the Contractor’s performance bond fails to exercise its
option within the ten (10) day period, the City may complete the services provided under
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Attachment 2
Contract Termination Options and Performance Bond

this Contract or any part thereof, either through contract with another party or any other
means.

The City shall be entitled to recover from the Contractor and the surety on the
Contractor’s performance bond as damages all expenses incurred, including reasonable
attorney's fees, together with all such additional sums as may be necessary to complete
the services provided under this Contract, together W|th any further damages sustained
or to be sustained by the City.

If City employees provide Garbage, Recyclables, or Organics collection, the actual
incremental costs of City labor, overhead, and administration shall serve as the basis for
a charge to the Contractor and the surety on the Contractor’s performance bond.

Section 7.4 Performance Bond - ... The Contractor shall provide and maintain at all

- times a valid Contractor’s Performance and Payment Bond or bonds, letter of credit, or
other similar instrument acceptable to and approved in writing by the City in the amount
of ten million dollars ($10,000,000). The bond, letter of credit, or other similar instrument
shall be issued for a period of not less than one (1) year, and the Contractor shall
provide a new bond, letter of credit, or similar instrument, and evidence satisfactory to
the City of its renewability, no less than sixty (60) calendar days prior to the expiration of
the bond, letter of credit, or other similar instrument then in effect. The City shall have
the right to call the bond, letter of credit, or other similar instrument in full in the event its
renewal is not confirmed prior to five (5) calendar days before its expiration.
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