Council Meeting of
February 5, 2008

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the Council:

SUBJECT: City Manager — Selection of vendor to provide cold beverage vending
machine services

RECOMMENDATION

Recommendation of the City Manager that the City Council select a vendor to provide cold
beverage vending machines services and approve an agreement with Coca-Cola Bottling
Company of Southern California to provide such services.

Funding
Not applicable.

BACKGROUND AND ANALYSIS

In 2004, the City entered into a seven-year agreement with Pacific Snapple Distributors/
7up-Royal Crown Bottling Company with an annual fee of $140,000 paid to City. In May 2006,
Cadbury-Schweppes (parent company of Snapple) purchased the 7up distributorship, and in
June 2007, the City terminated its contract with Snapple. Staff will return to Council at a later
date to address the funding shortfall created by the termination of this agreement of which
approximately $100,000 was allocated to the Parks and Recreation Enterprise Fund.

On September 11, 2007, Your Honorable Body approved a Request for Proposal (RFP) to
select a vendor to provide cold beverage vending machine services. The Council item from
September 11, 2007 is attached with this item and includes the originai RFP. In response to
the Request for Proposal for beverage vending services, the City received three proposals from
the following companies:

e Coca-Cola Bottling Company of Southern California
o Pepsi Bottling Group
o Tri-Star Vending

A review committee comprised of City staff (Ken Flewellyn from the Finance Department,
John Jones and Andrew Orpe from the Community Services Department, Jasun Botiller from
the General Services Department and Aram Chaparyan from the City Manager’s Office) met
with all three companies to review the proposals.
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The following criteria were used to rank the proposals:

¢ Product pricing
e Level of commission
¢ Monthly guaranteed revenues
e Auvailability of vending miser technology
* Discounts/promotions
¢ Donation of product
¢ Customer Service response level
e Willingness to place vending machines at low volume locations
The review committee also provided each of the three companies with an opportunity to modify

their proposals prior to submitting a recommendation for Council approval. Based on the
responses received, the table below was created to provide a comparison of the three

proposals.

Product pricing

Coca-Cola
$1.50 (20 oz.)

Pepsi
$1.50 (20 oz.)

Tri-Star Vending

$1.25 (20 0z. & $.75 (12 0z.)

Type of product

Carbonated soft drink

Carbonated soft drink

Carbonated soft drink

Commission level 35% 35% 15%
Monthly Guaranteed $0 $0 $0

Revenue .

Vending Miser No No No

Discount/Promotions

Fourth of July Parade,
Turkey Trot

Sobe tasting truck

$1000 per year

Donation

250 cases of soft
drink or fruit drink
250 cases of water

25 cases of soft drink
25 cases of water

25 cases of soft drink
10 cases of fruit drinks
20 cases of water

Rebate Program

Rebate Program —
Max $7,545 per year
if 7,545 cases are
sold

Rebate Program —
Max $3,000 per year
if 8,112 cases are
sold

None

Upon review of all three proposals and further reference checks, Staff recommends the
selection of Coca-Cola Bottling Group of Southern California to provide cold beverage vending
services at City facilities. The term of the agreement is for three years with options to extend

the agreement for two additional one-year terms.




Staff is unable to project actual anticipated revenue due to lack of sales information from the
prior vending services agreement. Once the current agreement is approved and machines are
installed; the vendor will be required to provide monthly sales data which will help project the
funding shortfalls created by the cancellation of the Snapple agreement. Staff will return to
Council with an update and possible funding options to address the budget shortfall in the
Community Services Department.

Respecitfully submitted,

LeROY J. JACKSON
CITY MANAGER
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Aram Chaparyarf
Assistant to the City Manager

CONCUR:

LeRoy J. JacksohW
City Manager

Attachments: (All attachments are Limited Distribution)
A) Contract Services Agreement
B) Council Item 12B from September 11, 2007
C) RFP from Coca-Cola Bottling Company of Southern California
D) RFP from Pepsi Bottling Group Proposal
E) RFP from Tri-Star Vending Proposal



