
James Sanchez, City Attorney Shirley Concolino, City Clerk John Colville, Interim City Treasurer
John F. Shirey, City Manager

Meeting Date: 4/5/2016

Report Type: Consent

Report ID: 2016-00331

Title: Agreement: Utility Payment Lockbox Service

Location: Citywide
Issue: 

Recommendation: Pass a Motion 1) authorizing the City Manager or the City Manager's designee 
to execute a Non-Professional Services Agreement with Bank Up Corporation 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 $698,188 for the maximum agreement term through 
March 31, 2021; and 2) approving the one year term extensions provided that funding is available for 
this purpose in the approved budget for the applicable fiscal year.

Contact: Ryan Pham, Program Manager, (916) 808-4928; Adam Roitman, Program Analyst, (916) 
808-1284, Department of Utilities
Presenter: None
Department: Department Of Utilities
Division: Account Management
Dept ID: 14001631
Attachments: 
1-Description/Analysis
2-Background
3-Agreement
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Description/Analysis 

Issue Detail: The City currently receives lockbox, pay station, and payment processing 
services for utility bills from Bank Up under an interim contract approved by the Department of 
Utilities on October 26, 2015.  The term of this interim contract expires May 31, 2016.  The 
Department entered into this interim contract after terminating the City’s contract with the prior 
service provider, Check Processors, Inc. (CPI), due to numerous ongoing performance 
problems and errors.  Bank Up previously provided some of these services to the City (prior to 
March 2015), and consistently delivered a sound, accurate, and timely payment processing 
service while providing excellent customer service and project management.  Staff is 
recommending approval of a new service agreement with Bank Up to provide these services 
for up to 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 services 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 Request for Proposals (RFP) process. Although nonprofessional service 
agreements typically are bid and awarded to the low bidder, on August 19, 2014, the City 
Council passed Resolution No. R2014-0289, which suspended competitive bidding to 
authorize the use of an RFP process to select a contractor to provide lockbox, pay station, and 
payment processing services.  The use of an RFP process allowed the City to consider 
numerous qualitative factors in addition to price to select a firm best able to meet the City’s 
service needs.  An evaluation panel consisting of members from the City Treasurer’s Office 
and the Business and Integrated Planning and Engineering Divisions of the Utilities 
Department reviewed six proposals submitted in response to the RFP (from US Bank, Klik 
Technologies, Bank of America/Merrill Lynch, Check Processors Inc. (CPI), Wells Fargo, and 
Bank Up).  The evaluation panel also 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 proposer, with 
Bank Up as the second-ranked proposer.  

Page 2 of 55



On March 17, 2015, the City Council approved a contract with CPI which took effect March 31, 
2015. Unfortunately, CPI’s performance was not satisfactory, as the City experienced a high 
number of payment processing and posting errors, processes not working as agreed, daily 
payment files frequently being delivered after deadline, and unsatisfactory project 
management and customer service.  For these reasons, CPI’s contract was terminated and the 
Department entered into an interim contract with the second-ranked proposer, Bank Up, to 
provide these services until such time as a new contract could be proposed to the City Council.  
This interim contract was necessary because there cannot be any interruption in these utility 
bill payment services, which must be available to the City’s customers on a daily basis.  

Financial Considerations: The recommended contract is a one-year contract with four one-
year renewal options, for an amount not-to-exceed $698,188 over a maximum five-year period. 
Sufficient funds are available in the Department of Utilities FY2015/16 operating budget to fund 
these services through June 30, 2016. Payment for services after July 1, 2016, and through 
the duration of the contract are subject to funding availability in the adopted budget of the 
applicable fiscal year(s). 

The agreement provides for a base period beginning from the date of execution of the 
agreement through March 31, 2017, with the option for the City to extend the agreement for up 
to four additional one-year terms.

Years    Amount

Base period (through March 31, 2017) $   142,463
Option Year 2 (4/1/2017 – 3/31/2018) $   139,427
Option Year 3 (4/1/2018 – 3/31/2019) $   140,677
Option Year 4 (4/1/2019 – 3/31/2020) $   141,156
Option Year 5 (4/1/2020 – 3/31/2021) $   134,465

Total Not to Exceed Amount: $   698,188

Local Business Enterprise (LBE):  Bank Up Corporation meets the City’s minimum 5% LBE 
participation requirement.
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BACKGROUND

Prior to March 31, 2015, the City had two lockbox service providers, Bank of America 
and Bank Up.  Bank of America processed all payments received via the City’s post 
office box and Bank Up collected all payments made at local Bel Air Market pay 
stations.  Due to significant delays in Bank of America’s payment processing and costly 
courier fees, and to attempt to consolidate these functions into one contract, the City 
conducted a Request for Proposal process (RFP) in late 2014/early 2015, and 
subsequently awarded a contract to the top-ranked proposer, who began providing 
services in April 2015.  This contract was terminated for unsatisfactory performance, 
and staff is recommending approval of a new agreement with Bank Up, who was the 
second-ranked proposer from the RFP process.

Bank Up will process all payments received via the City’s post office box and payments 
made at local Bel Air Market pay stations.  Each day, the courier will pick up all 
payments and correspondence received via the City’s post office box and payments 
made at local Bel Air Market pay stations and deliver the items for processing and 
deposit into the City’s bank account.  Upon receipt of the items delivered by the courier, 
each item will be sorted by postmark date and processed for deposit into the City’s bank 
account.  When items are processed, the validation process will ensure that the 
customer has provided a ten-digit account number and that the payment received is 
correct, otherwise the item will be returned to the City so it can be researched and 
credited to the correct account.  After all items received have been processed, an 
electronic image cash letter will be submitted to the bank to deposit all of the payments 
into the City’s bank account.  A separate payment file will be submitted to the City 
before 2:00 p.m. each day for posting all payments to the general ledger and customer 
accounts via the Department of Utilities’ Customer Information System (CIS).  

After each item is processed, the bill coupon and check(s) also will be scanned and 
saved into a proprietary database in which images of the original items can be retrieved 
at a later time for validation or verification for a rolling 36-month period.   All payment 
envelopes, customer checks and bill coupons will be securely destroyed after 15 days.  
All bill coupons and checks also will be formatted and exported so they can be uploaded 
into the City’s content and management system (CCM). All correspondence received 
via the City’s post office box or local Bel Air Market pay stations, including autopay 
enrollments, changes of addresses, billing inquiries or any other type of 
correspondence, will be returned the next business day via the courier to the 
Department, so the items can be processed by City staff and the customer’s account 
updated accordingly.
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