Model Recycling Tender Tool

Bid Sheet Design and Evaluation – FINAL DRAFT

1
Background

The bid sheet is the heart of the tender, not only because it determines the contract price (and therefore low bid), but also because the way it is structured can have a major impact on contractor performance. Selecting categories and units of payment that are to be used in the bid sheet is therefore a crucial step in the tender process. Further discussion and rationale on units of payment is provided in Key Decisions. Working versions of the sample bid sheets are included in a separate Excel workbook (Bid Sheet M18.xls).

The options and units of payment you select will depend on the system options you are allowing contractors to bid on. Although the three options presented here may not meet your exact needs, they should provide a good starting point for creating the bid sheet(s) that meet your exact needs. 

For each category, the goal is to select units of payment that give the contractor financial incentive to do what you want them to do, others factors being equal. Specifically, that means collecting as much recyclable material as possible, and do it such that as much as possible meets end market specs for the highest possible net revenues. For example, with a simple flat rate, the contractor is paid the same regardless of how much they collect or process, so there is no financial incentive to take actions to increase how much they collect and market. A per tonne rate gives them that incentive.

At least at the theoretical level, it is useful if the units of payment relate to how the contractor prices out and operates the various elements of the program. For instance, combining fixed and variable rates allows contractors to submit bid prices such that fixed costs are incorporated as part of a predetermined base unit fee, and pricing for amounts over and above that base level are at a lower incremental rate that reflects only the variable portion of costs. This means that if tonnage grows over the life of the contract, you will pay a lower per tonne rate for the incremental tonnage, and the contractor still covers their costs.

The reality, however, is that contractors are aware of this, and tend to make their base and variable rates on the bid sheet the same. This ensures that they get all of the profits associated with the lower cost incremental tonnage. One way to deal with this, as presented in the third option, is to have the contractor give a base per tonne rate for the first X tonnes per month, and then specify that the rate material over and above that base tonnage will be paid at a set percentage of the base rate. In the Version 3 example below, incremental rates are specified at 90% of base rates, which should allow the contractor and municipality to “split the profits” associated with lower incremental costs.  

There is often a tendency to use the bid sheet as a way of quantifying the cost of various system options. However, this can add greatly to the complexity of the tender and its evaluation. Accordingly, it is recommended that you limit the range of options you ask for, and only include options that you think might be considered seriously by council. If you are really undecided on what system makes sense, you should opt for a Request for Proposal process rather than a tender process (see Tender Text Guide, Section 2).

2
Bid Sheet Design

This section outlines three versions of bid sheets. While none of the three are likely to exactly meet your needs, they should provide an effective starting point that with little modification can meet your needs. Note that Version Three, with fixed and variable unit costs, requires you to pre-determine base levels for households and tonnage, which complicates the evaluation and subsequent contract administration requirement. However, for larger contracts, the potential pricing advantages may more than offset these downsides. Version Three also includes some add-on components, which could of course also be added to either of the simpler versions.

Version One

This version assumes that you have opted for contractors to bid on collection and processing as one combined system.

Collection costs are priced based on a cost per household, and processing on cost per tonne. You will have to specify the basis for determining the numbers used for households and tonnes, and how/when they are adjusted (see Key Decisions for more information). It is useful to footnote the two unit of payments with either specific text related to how those figures will be arrived at, or by referring to the appropriate section of the Tender. 

For some very small contracts, you may consider an even simpler version with just a single per tonne price for collection and processing, in order to simplify administration.
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See file “Bid Sheets.xls” for electronic version of this bid sheet in Excel. Click on the tab “Version 1” at the bottom of the workbook. Changes can be made as needed to the Excel version, and then cut and pasted into the appropriate section of your Tender (normally the Form of Tender).

Version Two

In this case, contractors can bid on Collection Only, Processing Only, or Collection and Processing. As with Version One, collection is based on per household and processing on per tonne. The contractor can indicate prices in the combined category that reflect efficiencies of scale related to having both portions of the contract.

Because contractors bidding on Collection Only cannot know at the time of bidding who will be awarded the processing contract, and therefore where the MRF will be located located, a category has been added to allow for a price per kilometer per month if the processing location ends up being more than a predetermined number of kilometers from a predetermined centroid. Effectively, you would provide the contractors with a map showing the centroid of waste and a circle around it with a radius of say 10 kilometers. If the processing MRF ends up being outside of that circle, the collection contractor is then reimbursed on a $/km/month basis of each kilometer more than 10 km (as the crow flies) that the MRF is away from the centroid. You may also consider specifying that the MRF must be within a certain number of kilometers of the centroid (e.g. 100 km), or within municipal boundaries. Note that this clause is not needed if the processing contractor is to operated a MRF at a pre-determined location

Inserting this $/km/month unit payment ensures that the collection contractor will be paid appropriately for extra haul time in the event the winning processing contractor’s MRF is located a long way from the centroid of waste, and therefore requires unanticipated additional driving time and accompanying costs.   

Although this clause eliminates some uncertainty for the collection contractor (and therefore should yield tighter pricing), it complicates the evaluation process. It also requires you to determine and specify where the centroid of waste is, a distance beyond the centroid at which this payment would kick in (typically 10 kilometers), and a maximum distance from the centroid for the MRF.
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See file “Bid Sheets.xls” for an electronic version of this bid sheet in Excel. Click on the tab “Version 2” at the bottom of the workbook

Version Three

This version asks for both a base and an incremental price for collection and processing, specifying that the incremental price must be 90% of the base price. As discussed in Key Decisions, this is done to force the contractor to acknowledge that fixed costs can be covered by the base households/tonnage, and therefore incremental household/tonnage costs should be lower.

When using base and incremental rates, you need to specify the number of households or tonnes per month that will be the upper threshold of the base rate. For households, it is suggested that you use a conservative estimate of the current number of households. For tonnes, it is suggested that you use a figure that is perhaps 10% less than the lowest tonnage of any of the previous 12 months. In both cases, you need to make it clear how those figures will be calculated and re-calculated during the life of the contract.

This version also adds unit prices for two activities that are priced out separately. Note that the footnotes related to those “add-on” unit prices should make it clear that these unit prices will only apply to the contractor who is awarded the collection/processing contract, and then only at the call of the municipality.

The two add-ons included are just examples of the types of things you can ask for prices for. It is important to decide if the cost of these optional services will or will not be included in the determination of low bid. If they are not included, be aware that the contractor has little incentive to bid competitively on the add-ons. Accordingly it may make more sense to specify that those services are to be included as part of the collection contract within the base rate, or negotiate or tender for them separately.

One enhancement that could be considered is asking contractors to give base and incremental processing prices based on material streams (typically containers, fibres, and in some cases glass). As discussed in Key Decisions, this complicates the tender bid sheet, tender evaluation process and ongoing contract administration and reporting, but can provide some benefit in terms of changing material streams. It makes the most sense when the streams are being collected such that the incoming stream is already being weighed (e.g. alternate week fibre and container programs)
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See file “Bid Sheets.xls” for electronic version of the bid sheet in Excel. Click on the tab “Version 3” at the bottom of the workbook

Permutations and Combinations

If you opt to ask for prices by zone, for weekly and bi-weekly collection, or any other similar options, it is recommended that you do a new bid sheet for each option, clearly specifying at the top of each bid sheet page which option each sheet applies to. Be sure to include each permutation and combination (e.g. if you have 3 zones, you need to have bid sheets for Zone 1 only, Zone 2 only, Zone 3 only, Zone 1 and 2 only, Zone 1 and 3 only, Zone 2 and 3 only and Zone 1, 2 and 3). If you ask for multiple options (e.g. zones and weekly/biweekly) you could have weekly and biweekly unit prices on each sheet, and with a different sheet for each zone permutation.

This approach would also apply for groups of municipalities who get together on a tender, but want prices for two options (e.g. one option where routing and reporting is separate for each municipality, and another option where the routing and reporting can be rationalized to ignore municipal boundaries).

3
Bid Sheet Evaluation

For very simple tender bid sheets, the evaluation to determine low cost will be straightforward. However, once you introduce factors such as multiple units of payments and thresholds for base and incremental costs, potentially combined with zone or frequency permutations and combinations, determining the low bid can become very complex. 

It is important to establish a solid and transparent evaluation framework, and make it and its accompanying assumptions explicit as part of the tender.

Note that you are looking for the contractor or combination of contractors that will give you the lowest net municipal cost for the entire system. A contractor may be low bid for one component, but when combined with the low bids for the other component(s), the system cost is higher than contractor bidding to do everything. Similarly, a bi-weekly option may appear to be cheaper than the weekly price until the other costs related to lower capture rates (revenues, WDO funding, avoided disposal fees, provision of additional boxes) is taken into account. 

For more complicated bid sheets, you will need to generate an excel spreadsheet where all of the various contractor’s unit prices are entered, as well as figures for the assumptions you are using for each unit of payment. This way, you can compare all the various net system costs. Just be aware that this can become a large complex spreadsheet or workbook of linked spreadsheets.

Determining the assumptions to use in the evaluation matrices is very important, and requires careful consideration to ensure it reflects what the actual figures are likely to be over the life of the contract. These assumptions will have to be made explicit in the tender, as they are the basis for tender evaluation. 

Below are some suggestions on how to come up with figures for the various assumptions you may have to make;

· Households – look at annual increase in household numbers over the past few years and extrapolate for the life of the contract. It might be worth checking with your planning department regarding any potential developments that may substantially affect the growth in households, and then adjusting the numbers accordingly

· Tonnage – take the average monthly tonnage over the past year, and adjust upwards appropriately to reflect a maturing of the program, new promotion and education, increasing population and any other anticipated changes, such as tightening garbage regulations. 

If you have permutations and combinations that result in multiple bid sheets (e.g. zones or weekly/biweekly), you will need an evaluation matrix for each bid sheet page. Another spreadsheet will then have to be created that summarizes and compares the net system cost by contractor from each bid sheet option.
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