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N April 5, 2011, the San
Jose (California) City
Council voted to negoti-
ate exclusive 15-year
agreements with Allied
Waste Services of North
America (Allied) and

Zero Waste Energy Development
(ZWED) to collect and process waste
from all businesses citywide. These
agreements culminate a two-year pro-
cess that started in March 2009, when
the City Council directed staff to con-
duct separate commercial solid waste
system procurements for organics pro-
cessing services and franchise collec-
tion services in the form of two sepa-
rate Requests for Proposals (RFP). 

The RFP for organics processing
was issued on February 4, 2010, with

75% DIVERSION BY 2013

NEW FRONTIER FOR
COMMERCIAL WASTE IN SAN JOSE
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Recently awarded exclusive contracts for
collection and processing of commercial

waste are designed for convenience on the
front-end and maximum recovery —

via recycling, anaerobic digestion and
composting — on the back end.

Part I

Nora Goldstein



34 BIOCYCLE MAY 2011

proposals due on April 16, 2010. The
RFP for the Commercial Solid Waste
and Recyclable Material Collection
Franchise followed with release on
April 16, 2010, with proposals due by
September 22, 2010. Three compa-
nies submitted proposals for the or-
ganics processing contract; five com-
panies submitted proposals for the
collection franchise.  All ied was
awarded the collection and materials
processing contract;  ZWED was
awarded the contract for organics
processing, utilizing anaerobic diges-
tion (AD) followed by composting. Fi-
nal contracts with Allied and ZWED
are expected to be signed and ap-
proved by City Council in June.

Driving the switch from an open
franchise commercial waste collec-
tion system to an exclusive franchise
agreement are several key goals, in-
cluding: San Jose’s Green Vision goal
of diverting 100 percent of the city’s
waste from landfill by 2022 and con-
verting waste to energy; standardiza-
tion of customer service and rates;
and the ability to implement environ-
mental innovation and job creation.
With one-third of the City’s landfilled
waste stream coming from business-
es, significant changes in this sector
are necessary to improve the current

commercial recycling rate of just 22
percent. The new contracts are ex-
pected to bring the commercial diver-
sion rate up to 80 percent by 2014,
which is 5 percent higher than the
city’s goal of 75 percent diversion by
2013. The option to process food and
food contaminated paper in the AD
system will also allow local renewable
energy to be produced.

“The city’s new commercial waste
system showcases innovative services
and clean technologies that will help
San Jose add green jobs and achieve
its Green Vision goals,” says Mayor
Chuck Reed. “The new system also
addresses customer needs by offering
consistent, convenient and compre-
hensive waste services to businesses
across the city.” Currently, over 20
different haulers service the more
than 8,000 commercial, industrial
and institutional waste generators in
San Jose, and both customer service
and rates vary greatly.

Allied currently provides solid
waste, recycling, organics processing
and disposal services to over 3,500
San Jose commercial customers. “One
of the challenges of the open fran-
chise collection system is that there
are limited financial incentives for
long term planning and investment

by the franchisees because their cus-
tomer base couldn’t be guaranteed,”
says Michele Young, Organics Man-
ager for the City of San Jose’s Envi-
ronmental Services Department
(ESD). “Our waste characterization
study conducted in 2008 indicated
that nearly 79 percent of the com-
mercial solid waste could be diverted
through recycling and composting,
but the infrastructure needs to be de-
veloped to capture those materials.”

PREPARING THE RFPS
When crafting the RFPs, Environ-

mental Services staff was able to rely
on solid support that had already
been developed for San Jose’s Green
Vision Plan, as well as the city’s Zero
Waste Strategic Plan. “We were for-
tunate to have an aggressive, overar-
ching Department vision to address
the city ’s  priorities,”  says John
Stufflebean, ESD’s Director. “Essen-
tially, the RFPs were designed to ad-
dress many existing solid waste man-
agement challenges through one
extensive system change. The fact
that there is political support for this
level of innovation really gave au-
thority to the proposers to provide
very creative responses.” 

With the authority and the need to
rethink all components of the existing
commercial waste system, the RFPs
were designed to be fairly open ended
and allow the private sector proposer
to innovate the systems that would
meet aggressive diversion and cus-
tomer service goals. The collection
franchise RFP also had to consider
fees paid to the city and customer rate
stabilization. “The previous fees paid
by the franchisee were based on tons
disposed, which means that fees paid
to the city continue to decrease as the
program reaches zero waste,” ex-
plains Young. “So we built in a flat fee
that the franchisee would have to pay
annually into the City’s general
fund.” Both RFPs reflected the Green
Vision goals of green job creation and
use of renewable energy to power pro-
cessing operations.

Before the RFPs were finalized,
ESD staff engaged in extensive stake-
holder outreach including in-person
interviews, presentations, local me-
dia outlets, and on-line surveys to
identify business needs and commer-
cial redesign opportunities. Analysis
of online survey responses from 500
business customers as well as 22 face
to face interviews with key business-
es revealed that the biggest barriers
to recycling are a lack of service op-
tions, a need for assistance with im-
plementing recycling at the business
site, inadequate space for recycling
containers, and the cost of service.
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HAULER AND PROCESSOR FEEDBACK
City staff also met with all of the haulers and processors

servicing San Jose’s commercial waste sector before writ-
ing the RFPs to discuss potential impacts of the city’s 75
percent goal as well as other potential service parameters.
“We asked for input before we even got started because we
wanted to incorporate the most current private sector
thinking into the RFP to increase our chances of ending this
process with a system that will work and transform the per-
formance of existing operations,” explains Jo Zientek,
ESD’s Deputy Director. “San Jose benefits from the model
of contracting with private industry because they bring
their expertise about the service, and invest in long-term
infrastructure that supports our collection system and
goals. Our private partnerships also permit us to quickly
adopt and implement new approaches and technologies for
our solid waste management system. What we have found
over the years is that if we provide the performance pa-
rameters, but don’t define every service detail in the RFP,
it allows the private sector to apply their industry experi-
ence to proposals that present the most innovative solu-
tions.” The agreements will be managed using performance
standards that provide the service requirements, along
with administrative charges if contractors do not perform
to the agreement standards.

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 busi-
ness customers for these services. Respondents to the col-
lection franchise RFP were asked to propose an “annual rev-
enue requirement” to be generated from commercial
customer rates to fund solid waste collection, disposal, re-
cyclables processing and organics preprocessing services, as
well as the fees to be remitted back to the city. The collec-
tion franchisee then remits the organics processing fee (ap-
proximately 10% of the total annual revenue requirement)
to the City and the City will compensate the organics pro-
cessor directly from this fee. (Under the contracts to be
awarded, Allied will collect and process solid waste and re-
cycling from commercial customers and then deliver the or-
ganics portion of the waste to ZWED, who will produce ap-
proved products as outlined in the contract, i.e., compost,
biogas, or a combination of both.)

The City received proposals that provided approximately
100 service model variations. The Evaluation Panel and
technical staff and consultants conducted a comprehensive
analysis of each option from a technical basis before costs
were considered by a different team of analysts. Program
complexities and new innovations warranted robust analy-
sis due to:

• Comparing services based on different combinations of
collection container configuration options, multiple collec-
tion service districts (North and South), and several collec-
tion vehicle alternative fuel types; 

• Ranking proposals for Organics Processing and Collec-
tion 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 Col-
lection Franchise could be processed by the Organics Pro-
cessing proposer); 

• Feasibility of proposed new technologies and collection
methodologies; 

• Feasibility of achieving waste diversion requirements
based on the proposed service model; and 

• Reasonableness of the cost proposals.

RESULTS OF RFPS
A March 10, 2011 Memorandum, “Report On Request For

Proposals For Commercial Solid Waste System,” submitted
to Mayor Reed and the City Council, provides a detailed de-



scription of the RFPs and the propos-
al evaluations, along with recommen-
dations from city staff. The staff re-
port is available for review at:
http://www.sanjoseca.gov/ clerk/Agen-
da/20110405/20110405_ 0701.pdf

Allied’ s two-container collection
system received the top overall score;
its One-Bin Plus system ranked num-
ber two. When ease of the system for
customers was factored in, ESD staff
recommended the One-Bin Plus sys-
tem where a single container and a
single truck is used at most business-
es to collect garbage, recyclables, and
organic waste (which would be
bagged separately and placed in the
container to avoid cross contamina-
tion). The “Plus” piece of the system
could be an additional container for
generators of significant volumes of
organic residuals, such as food waste
from a cafeteria. 

The total annual revenue require-
ment for the recommended One-Bin
Plus program is $46.1 million, which
will result in lower commercial rates
than proposals from other companies.
Beginning in July 2012, the Commer-
cial Solid Waste Collection Fran-
chisee would bill the commercial, in-
dustrial and institutional customers
for commercial solid waste collection

and processing services. From this
revenue, Allied is required to remit to
the city $11 million in Commercial
Solid Waste Franchise Fees (which
includes an additional $1 million that
was offered by Allied above the $10
million required by the RFP); an esti-
mated $4 million in Integrated Waste
Management (AB939, the state’s
waste diversion law) Fees; and ap-
proximately $4 million for the Organ-
ics Processing costs. 

Part II of this article, to be pub-
lished in June, will focus on the col-
lection and processing systems to be
established by Allied and ZWED.
Briefly, Allied plans to use its exist-
ing Newby Island Resource Recovery
Park (NIRRP) in San Jose to process
all of the City’s commercial waste and
is retrofitting this facility with all
new waste processing equipment.
Since Allied’s proposal did not re-
quire building a new facility or in-
creasing 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.

The organics processing RFP did
not specify a technology required to
process the commercial organic waste
in order to allow the proposers to ap-

ply the latest technologies that they
were researching and considering.
The City received proposals to pro-
cess through composting and anaero-
bic digestion. ZWED’s compost pro-
posal received the highest overall
score and ZWED’s anaerobic diges-
tion proposal was ranked second
overall. Staff recommended ZWED’s
anaerobic digestion system (which in-
cludes digestate composting) because
it would enable the development of
new processing technology that
would provide local renewable energy
as well as compost in an enclosed, fil-
tered system. The company will gen-
erate energy through a European dry
fermentation anaerobic digestion
process, followed by in-vessel com-
posting (Kompoferm and IVC Plus, li-
censed by Zero Waste Energy, LLC
from Eggersmann Anlagenbau).
ZWED’s organics processing facility
will be sited on approximately 40
acres of a city-owned closed landfill
site, adjacent to the San Jose/Santa
Clara Water Pollution Control Plant
and directly between two processing
operations already owned by ZWED’s
sister company, Zanker.

The Collection Franchise and Or-
ganics Processing agreements will
initiate the new service transition
process on July 1, 2011. Several large
capital projects need to be completed
before services start,  including
procuring approximately 50 new
CNG-powered solid waste collection
vehicles; developing a new CNG 
ueling station; procuring, installing
and testing new recyclables process-
ing equipment; procuring and dis-
tributing new solid waste collection
containers; establishing new ac-
counts on the billing and customer
service work order tracking system;
and completing construction on the
new ZWED anaerobic digestion facil-
ity. (Phase I will be designed to
process 90,000 tons/year.) Concur-
rent with the equipment and facility
projects, the new collection fran-
chisee will complete extensive cus-
tomer outreach during the one-year
transition period to educate all busi-
nesses on the new system and to have
them subscribe to an appropriate lev-
el of service. 

Collection and processing system
details are currently under negotia-
tions; final agreements are scheduled
for Council consideration in June
2011. “The negotiation process allows
us all to be in one room and do cre-
ative problem solving,” says Zientek.
“Now that we know what the program
features will be, we can work togeth-
er to fine-tune the details and add in-
novations that come from combining
ideas to meet program goals.” �
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