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Introduction

o Meeting Focus
e Background and Timeline
e Key Goals and Strategies for Achievement
e RFQ and Ops Agreement highlights
O Next Steps
e Review and approve RFQ and Ops files and 2-step selection process
e Staff posts the RFQ and receives proposals in 3.5 months
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Background Information: SEC Operations

e Current agreement expires 12/31/23 (no possible extensions)
e Facilities Mgmt: Transfer station, MRF, Public Recycling Center; scale house, fleet maintenance
e Materials Mgmt: Handling, processing, loading, and transportation to off-site processors, landfill, markets

e Commodity Materials Marketing (brokering)

e Current Annual Contract Value: ~$20M
e SEC Work Force: 100+ staff; Blend of Local 350 and VRS
e 2019 Site Throughput: 480,000 tons of materials/year
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Background Information: Procurement

o Prior RFP Process (2007-2008)
e Similar approach: Included franchise collection services for entire SBWMA service area

e Prior RFP and Ops Agreement: Starting point for this process

e Current process/tech consultants, HF&H (lead) and Sloan-Vazquez (tech): Previous experience,
including prior RFP process

o Current Approved Process (2021-2023): Two-Step Process

e Phase 1, RFQ: Solicit and evaluate SOQs; short-list two best proposers
e Phase 2, Parallel Negotiations: Conduct negotiations with shortlisted proposers; select contractor

o Ad Hoc TAC and Board Committee Engagement

e TAC Evaluation Committee met 3 times
o Comprised of Roxanne Murray (SM-Chair); Andra Lorenz (FC-Vice Chair) and Terrence Kyaw (RWC-DPW Director)

e Board Selection Committee met once, with 2 more meetings set for next year
o Comprised of Rick Bonilla (BOD-Vice Chair), Michael Brownrigg, Jon Froomin and Cecilia Taylor

A Public Agency



Background: Potential Changes in SEC Costs

Potential Cost Increases

Potential Cost Reductions

o Cost “resetting” o MRF Phase Il
« Current recycling market  Reduced labor costs
conditions - Increased product quality and
« O&M cost reset related revenues
- Higher profit level  Reduced residue disposal

o Revenue sharing mechanism
o VRS labor - future status

o SB 1383 — sampling
requirements

o O2E - integrate processing
costs




Procurement Timeline

2023
Description
Develop RFQ/Ops Agree and Obtain Board Approval
AHBSC - RFQ and Agreement input J{:---ASBSC mtg
Board meeting - RFQ and Agreement approval s €9/30/2021 Board Mtg
2 Designate proposal preparation time Fmpnsu[ Eﬁ?rééparatinn period (3.5 months)
Release RFQ «10/1/21 RFQ release ‘ ‘
Receive S0O0Qs from proposers ®1/12/2022 Receive proposals
3 Review SO0Qs and Guide Evaluation Committee Shortlisting ﬁnp@;alﬁwalu;tlon (4.25 months)
AHBSC March meeting - Evaluatation summary J{-- AHBSC Meeting
AHBSC May meeting - Shortlisting &<~ AHBSC Meeting
4 Identify Two Shortlisted Respondents Bnard Approval of Short-List (1 month)
Seek Board approval of 2 proposers for parallel negotiations ® <-- 6/25/22 Board mtg
5 Conduct Parallel Negotiations with Two Shortlisted Respondents 1 al a;
Board meeting - Negotiations update; seek guidance ®|<-- 9/28/22 Board mtg
Board meeting - Select operator; approve contract ®(11/16/22 Board mtg
6 Execute Contract and Mobilization/Transition Plan (if applicable) Trla n;itiﬂn
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Key Goals and Strategies
for Achievement
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Key Goals for Procurement Process and
Future Agreement

1. Obtaining multiple proposals
2. Reasonably allocating risk between SBWMA and contractor
3. Maintaining process integrity and transparency




1. Obtaining Multiple Proposals

o Two Step Procurement Process
e Phase 1, RFQ: Robust, but streamlined request for information

e Phase 2, Parallel Negotiations: Full proposal details required; negotiations

o Opportunities for Innovations and Input
e [nvitation to present ideas in RFQ phase and alternative proposals in Phase 2

o Operations agreement with reasonable risk allocation
e Evaluation of existing contract provisions and modification to shift risk in some cases




2. Reasonably Allocating Risk between Parties

o Tonnage reductions, staffing levels, and labor costs

e Minimum base compensation and TS/MRF tonnage guarantees, recognizing Union contract
limitation to reduce staffing levels and related costs

e Approach in RFQ phase to consider potential impact of losing VRS labor; monitoring through
procurement process, and adjustments in Phase 2, Parallel Negotiations, as needed

o MREF recovery

e Retain requirement to pay residue disposal and transportation costs as incentives to recovery
recyclables

e No guaranteed recovery level given lack of control over equipment
o MREF residue level

e Elimination of penalties for excess residue and removal of link between actual residue level and
commodity revenue share

e Maintain requirement that contractor pays residue transport/disposal costs
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2. Reasonably Allocating Risk between Parties (cont.)

o Commodity revenue sharing arrangements

e Eliminate 0% revenue sharing up to min guarantee to Agency, w/ 75%/25%
SBWMA/contractor share thereafter (to avoid request for market adjustment)

e Shift to 90%/10% share with minimum annual revenue guarantee of $4.7M

e Change in minimum annual guarantee amount so it aligns with most
predictable commodity revenues

o Operating costs
e Changes of some cost indices to Bay Area rather than National indices

e Lower threshold for contractor’s request for special circumstances
adjustment, from 2% to 1% of annual compensation




3. Maintaining Process Integrity and Transparency

o 2x Codes of conduct

e Prohibits specific actions by proposers, and by Agency/BOD (see next slide, and 10C)
o Written/email communications and responses to questions

e Enables documentation of process and consistent responses to all participants

o Single SBWMA point of contact (Grant Ligon)

e Supports provision of consistent information to interested parties and proposers

o Sharing info publicly through BOD meetings

e Provides transparency and opportunity for questions and comments




3. Maintaining Process Integrity and Transparency (cont.)

Proposer Code of Conduct prohibits the actions below:

o Ex parte communications with SBWMA Board members

o Giving any gift or monetary compensation to an SBWMA Board or
SBWMA staff member or consultants

o Collusive activities with other potential proposers

o Proposing or offering similar services within the SBWMA service
areas to Member Agencies’ elected officials, or appointed officers and
representatives
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Operations Agreement Highlights

o Proposed Term

e 10 years (1/1/2024-12/31/2033); up to two years of extension at sole discretion
(12/31/2035)

e Plus two more one-year terms with mutual agreement (12/31/2037)
o Transfer station diversion guarantee

e Eliminate existing mechanism (which has been suspended), as diversion opportunity
and space are limited

o MRF inbound contamination
e Continue to provide supplemental service fee for heavily contaminated recyclables
e Start at 20% contamination (currently at 15%)




Operations Agreement Highlights (cont.)

o MREF residue guarantee, penalty, and incentive for increased revenue share

e Eliminate these provisions in recognition that contractor has limited control over residue
level

e Retain incentive to minimize residue with obligation to pay residue
transportation/disposal costs

o Revenue sharing mechanism (discussed prior)

o Tonnage fluctuations and staffing reductions

e Eliminate opener for staffing reductions when tonnage levels decrease

e Add base tonnage/compensation guarantee (to de-risk contractor if annual tonnage is
below threshold amount)
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Operations Agreement Highlights (cont.)

o Compensation Adjustment

e Retain annual service fee adjustment method with some changes to cost indices

o Special Circumstances Adjustment
e Limit change in law considerations to change in U.S. law

e Eliminate opener for reducing staffing level when tonnage decreases (instead
address through guaranteed base compensation)

e Lower 2% annual cost impact threshold (~$400k) to 1% (~$200k)




RFQ Highlights

o Two-Phase Approach
e Phase 1, RFQ
e Phase 2, Parallel Negotiations with two proposers

o Evaluation Process Focus on selecting “best qualified” proposer

o Labor

e Required use of collective bargaining units and hiring of existing staff
e Phase 1 estimation of cost differential for VRS personnel and Union personnel;

e Phase 2 adjusts labor costs to reflect then-current understanding of VRS
resources




RFQ Highlights (cont.)

o Equipment

e CARB 2024 compliance: EV purchasing requirements to transition portion
of fleet in 2023-26

o Cost Forms

e Anticipation of mandated 3-container system that increases organics tonnages
e Minimum staffing levels specified; proposed staffing levels required
e Transfer, MRF, and transport services fees and profit level in Phase 1

e OZ2E service fee, cost details, and alternative proposals in Phase 2; optional
proposals considered




Next Steps

o October 1, 2021 posting of RFQ materials and noticing

o January 2022, receive and start reviewing proposals
o March and May 2022, 2" and 3¢ AHBSC Meetings

e Review proposal evaluation summary, and then select two proposers for Phase 2,
Parallel Negotiations
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