
James Sanchez, City Attorney Shirley Concolino, City Clerk Russell Fehr, City Treasurer

John F. Shirey, City Manager

Meeting Date: 3/17/2015

Report Type: Consent

Report ID: 2015-00121

Title: Agreement: Utility Payment Lockbox Service

Location: Citywide

Recommendation: Pass a Motion authorizing the City Manager or the City Manager's designee to 
1) execute a Non-Professional Services Agreement with Check Processors Inc. to provide Utility
payment processing and imaging services, with an agreement term of one year and up to four one 
year extensions, for an amount not to exceed $400,000 for the maximum agreement term through 
March 31, 2020, and 2) approve the one year term extensions provided that funding is available for 
this purpose in the approved budget for the applicable fiscal year.

Contact: Shellette Smallwood, Program Manager, (916) 808-4928; Bill Busath, Interim Director, 
(916) 808-1434, Department of Utilities

Presenter: None

Department: Department Of Utilities

Division: Account Management

Dept ID: 14001631

Attachments:
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2-Background

3-Agreement
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Description/Analysis 

Issue Detail: The City currently receives lockbox services via the City-wide banking contract with 
Bank of America, which provides limited lockbox and technology options. In addition, the location of 
the lockbox was moved from San Francisco to Los Angeles in August 2012, resulting in payment 
processing delays for customers and costly courier fees each day. The City also provides convenient 
options for utility bill customers to pay their bill, which includes local authorized neighborhood pay 
stations. The City’s current contract agreement with Bank Up, to provide for the collection and 
processing of utility bill payments made at the authorized pay stations, will expire March 31, 
2015. After receiving approval from City Council, on August 19, 2014, to issue a Request for 
Proposal (RFP), City staff conducted an RFP process for the processing of both lockbox payments 
and payments received from local pay stations, in addition to receiving enhanced services and 
technology to streamline processes and create efficiencies.  Check Processors Inc. (CPI) was 
selected as the top-ranked proposer to provide these services, and staff is recommending approval of 
an agreement with CPI to provide these services for a maximum five-year term.

Policy Considerations: This recommendation is in accordance with the Mayor and City Council 
mission to ensure a local government that is accountable, fiscally responsible, accessible, 
transparent, efficient, and responsive.

Economic Impacts:  None.

Environmental Considerations: The proposed agreement for lockbox service is an administrative 
activity that does not constitute a “project” under the California Environmental Quality Act (CEQA), 
and is exempt from CEQA review (CEQA Guidelines Section 15378(b)(2)).

Sustainability: Not applicable.

Commission/Committee Action: Not applicable.

Rationale for Recommendation: The recommendation from staff follows an extensive competitive 
RFP process.  An evaluation panel consisting of members from the City Treasurer’s Office and the 
Business Services and Engineering Divisions of the Utilities Department reviewed six proposals (from 
US Bank, Klik Technologies, Bank of America/Merrill Lynch, Check Processors Inc. (CPI), Wells 
Fargo, and Bank Up), conducted interviews and demonstrations, followed up with vendor references, 
and conducted proposal clarifications with the top three proposers.  The evaluation panel selected the 
proposal submitted by CPI as the top-ranked proposal.  Following the evaluation process, City staff 
negotiated terms and conditions and a detailed scope of work, set forth in the proposed agreement.

Financial Considerations: Funding for the base period of this contract is included in the FY2014/15 

Department of Utilities budget. Approval of the one-year term extensions will be contingent on 

whether funding is available for this purpose in the approved budget for the applicable fiscal year.  

The negotiated contract reflects a significant reduction in the cost of lockbox and pay station payment 

processing and courier services, while providing enhanced services and features.  The current 

average annual cost is $237,168 for the Bank of America and Bank Up payment processing services, 

in addition to the related courier service charges.  The proposed contract includes minimal fixed 

increases in pricing over the five-year period, in addition to an allowance for potential technology 

enhancements for the optional years, with a total not-to-exceed amount of $400,000.
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The agreement provides for a base period beginning from the date of execution of the agreement 
through March 31, 2016, with the option for the City to extend the agreement for four additional one-
year terms.   

Years    Amount

Base period (through March 31, 2016) $   73,830

Option Year 2 (4/1/2016 – 3/31/2017) $   76,315

Option Year 3 (4/1/2017 – 3/31/2018) $   80,874

Option Year 4 (4/1/2018 – 3/31/2019) $   83,203

Option Year 5 (4/1/2019 – 3/31/2020) $   85,778

Total Not to Exceed Amount: $ 400,000

Local Business Enterprise (LBE): CPI meets the City’s LBE participation requirement.
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BACKGROUND

The City currently has two lockbox service providers, Bank of America and Bank Up.  

Bank of America processes all customer payments that are mailed to the City’s post 

office box.  Bank Up processes all payments that are collected at local Bel Air Market 

pay stations.  Both vendors submit separate daily payment files to the City for posting to 

the general ledger and customer accounts via the Department of Utilities’ Customer 

Information System (CIS) used for billing.  City staff must validate each payment file 

separately.

Bank of America is the City’s bank, and has provided lockbox service for the processing 

of utility payments for over 15 years.  The City’s lockbox service has not kept up with 

technology changes and it appears that Bank of America’s new technology 

enhancements and the cost for new services are not competitive.  In addition, the Bank 

of America lockbox service location was changed from San Francisco to Los Angeles in 

August 2012, requiring the City to use a courier to fly payments to Los Angeles daily.  

The Los Angeles cut-off time for same-day processing of payments is earlier than the 

cut-off time for the San Francisco lockbox.  The change in courier service and the cut-

off time has resulted in at least a two-day processing delay of payments from the 

previous lockbox location.  

The City also incurs daily costs to receive boxes of the original bill coupons processed, 

along with reports.  Previously, these boxes were delivered by the courier that drove to 

and from San Francisco.  The City’s costs for courier services increased from 

approximately $1,400 per month to $3,300 per month.  Bank of America has covered 

the cost of delivery of mail from Sacramento to Los Angeles on a temporary basis, as a 

result of the location change.  Once Bank of America no longer covers this cost, the 

City’s cost for courier service will double.  The lockbox service provided by Bank of 

America is not a condition of the City-wide contract with Bank of America, and the 

Department may choose another service provider.

The Bank Up contract, to process payments received at local pay stations, was 

implemented in 2011.  Bank Up’s contract includes imaging of both payments and bill 

coupons in a proprietary database.  Bank Up has a separate courier that collects 

payments from the pay stations.  The courier service is approximately $660 per month.  

Bank Up also electronically deposits the City’s payments to the City’s bank account with 

Bank of America on a daily basis.  The Bank Up contract will be expiring on March 31, 

2015.  While contracting with Bank Up the City achieved some efficiencies with the use 

of new technology for electronic deposits and imaging.   
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The proposed contract with CPI will enhance technology and processing times with

imaging of bill coupons and payments, electronic reports on demand, and the electronic 

processing of payment exceptions.   In addition, the proposed vendor will also provide 

courier service for collection of payments from the City’s post office box and local pay 

stations.  Currently, Bank of America and Bank Up return all payment exceptions to the 

City via mail, such as payments that are out of balance with multiple bill coupon(s), and 

payments submitted without a bill coupon.  The new contracted service will include an 

online payment exception portal, in which images of the payments and coupons will be 

made available for viewing electronically.  The decision on how to apply a payment to a 

single or multiple accounts will be made online by a City representative and the new 

lockbox provider will process the payment accordingly.  

The new contract also includes an authentication process that will validate customer 

account details with check payments that are submitted without a bill coupon, which will 

significantly reduce the number of these payment types that require  manual review or 

processing by the City.  The City currently receives an average of 75 payment 

exceptions per day that are due to banks that issue paper checks for home banking 

customers, in which a bill coupon is not enclosed.  In addition, the current delays 

experienced in processing payments and payment exceptions should no longer occur 

due to CPI being local and its ability to process payment exceptions electronically.

The total not to exceed amount of the new contract includes payment processing,
imaging services, courier service, maintenance fees and other professional services, 
including the implementation of changes as needed.  

           Service   Amount

Payment Processing & Imaging Service $ 309,411
Courier Fees $   11,160
Maintenance Fees $     9,000
Other Services $   70,429

Total Not to Exceed Amount $ 400,000
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