
ReportNo:

Meeting Date:

13-116a

May 16, 2018

Alameda-Contra Costa Transit District

STAFF RE PO RT
TO:

FROM:

SUBJECT:

AC Transit Board of Directors

Michael A. Hursh, General Manager

Contract Option with Bank of America

ACTION ITEM

RECOMMENDED ACTION(S)

Consider authorizing the General Manager to exercise a two-year option to extend AC Transit's
contract with Bank of America for the District's comprehensive banking services.

BUDGETARY/FISCAL IMPACT

The base period of this contract was for five years, with a two-year option for an extension

This two-year option provides the District with comprehensive banking services at virtually zero
cost for the next two years because earnings credits offset fees. Earnings credits are used to
reduce service fees for banking services on non-interest bearing accounts.

BACKGROUND/KATiONALE

The existing contract includes all matters concerning the District's operational accounts-four
zero-balance checking accounts including Payroll, Pension, Accounts Payable, and Workers
Compensation - and one Concentration Account which is used to aggregate funds and facilitate
settlement of transactions. Subsequent to the Request for Proposal (RFP) issued October 29,
2012, Bank of America was awarded the contract on June 1, 2013, based on the combined
technical and cost ratings.

Bank of America has been providing high quality products and services overthe years. They have
built excellent customer relations by consistently being responsive to the District's needs and
resolving issues quickly.

In recent months, the District has been working with Bank of America to implement the Financial
Gateway module to automate electronic payments and the transfer of payment files. It would
be prudent to maintain the current banking relationship for the successful completion of this
projectr C

ADVANTAGES/DISADVANTAGES

Main advantages for exercising the two-year option include

1) Earnings credits offered for the option years to offset the fees will enable the District to
receive the comprehensive banking service for four checking accounts and one
Concentration Account at virtually no cost. This type of comprehensive banking service
contract at virtually no cost willmost likely be unobtainable today.
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2) Bank of America's extensive public sector experience, financial strength, reputation, and
its knowledgeable and dedicated staff will be beneficial to the District.

3) in addition, the District needs Bank of America's partnership in order to successfully
implement the District's FinanciaIGateway project to automate electronic payments and
payment file submissions. Exercising the two-year option will enable the District to
complete the current project without disruption.

4) Lastly, exercising the two-year option involves no risk/expense that may be associated
with a new Request for Proposal(RFP).

Staff cannot identify any disadvantages

ALTERNATIVES ANALYSIS

Staff considered issuing a Request for Proposal(RFP) for new services - this is not practicalfor
the reasons stated above

PRIOR RELEVANT BOARD ACTION/POLICIES

Board Policy 465, Procurement Policy

A'nACHMENTS

1. Staff Report No. 13-116

Approved by: Claudia L. Allen, Chief Financial Officer

Reviewed by: Denise Standridge, General Counsel

Prepared by: Sue Lee, Director of Revenue Management
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Meeting Date:

13-116
Apri124,2013

Alameda-Contra Costa Transit District

STAFF RE PO RT
Finance and Audit Committee
AC Transit Board of Directors

TO:

FROM:

SUBJEa ':
David J. Armijo, General Manager

Contract Award. Banking Services

ACTION ITEM

B E£OMWENDEO ACTION(S)

Consider approving contract award to Bank of America for the District's comprehensive banking
services

EXECUTIVE SUMMARY

This recommendation for award is the result of a full and open competition. The RFP was sent
to thirty two (32) banking institutions including small banks with a local presence. The District

received two {2) proposals: Bank of America, and J.P.Morgan. From these written proposals
and oral presentations, the evaluation panel determined the award based on which proposal
met the technical requirements as detailed in the RFP's scope. Purchasing staff evaluated the
pricing offered and the two proposers were invited back to clarify and address fee issues. Then
each bank was provided an opportunity to submit its Best and Final Offer. The final decision was

made based on the combination of ability to meet the scope and pricing on the best pricing to
the District. Staff recommends the Board award a contract to Bank of America.

BUDgElAnv/FISCAL IMPACT

The base period of this contract will be for five (5) years, with a two (2) year option for an
extension. Once discounts and Earnings Credits are applied to offset the fees, the fiscal impact
will be minor.

Total 5 Years $24.570

ContractYear NetFees

Yrl Total 0

Yr 2 total 0

Yr 3 total 0

Yr 4 total $13,485

Yr S total $11,085
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BACKGROUND/RATIONALE

This contract is for the District's comprehensive banking services for three (3) zero balance

checking accounts and one Concentration Account which is used to aggregate funds and

facilitate settlement of transactions. A Request for Proposal (RFP) contract type was
determined appropriate for this project to. allow the use of discretion and opportunity to obtain

the best overall value to the District through contractor discussions and negotiations, although
a formal RFP process is not required for less than $100,000 annual fees. An RFP was issued

October 29, 2012 with a receipt of proposals date of Nov. 15, 2012, to reach a broad banking

industry market. The District solicited proposals by notifying thirty two (32) banking
institutions, including many local institutions. The receipt of proposal due date was extended

via Addendum No. 2 to November 29, 2012. Out of a 32-member bidder list, two (2) proposals

were submitted in conformance with the RFP submission terms: Bank of America and

J.P.Morgan. Smaller banks face challenges addressing the size and complexity of the District's

banking needs, particularly meeting the technical requirements to interface their banking
solution with the District's financial system.

The Evaluation Panel, consisting of five (5) qualified professionals from the Finance and IT

Departments, met January 22, 2013, to review the two proposals. Both Proposers received

relevant technical scores against the RFP evaluation criteria at which time oral presentations

were scheduled to clarify proposal questions identified by the panel. Oral presentations were

held February 21, 2013 with both Proposers. Scores were recomputed taking into account oral

presentation materials. Total score points were considered to be within the competitive field,
even though certain weaknesses were identified. The maximum score for the technical abilities

was 70, and the maximum score for the cost was 30. Bank of America scored higher than J.P.

Morgan in their technical ability to perform services uninterrupted and risk-free, as well as in

the areas of customer service, industry expertise, and credit terms.

TechnlcalScorina (without cost)

1. Bank of America

2. J.P.Morgan

67

51

Following a price analysis by Purchasing, both proposers were invited back for a fees discussion

to comment and clarify details of pricing, resulting in adjusted prices.

Best and Final Offers (BAFOs) were requested from both Proposers on March 12, 2013, with

responses due March 18, 2013. BAFOs requested clarification of certain weaknesses identified

by the panel, along with the request that fees be revisited to provide a best and final offer.

Bank of America provided their response by the due date of March 18, 2013. J.P. Morgan did

not respond. Bank of America reconsidered their Initial offer of earnings credits (to offset fees)
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in relation to the District's average high balances, and along with the District's history of a
stable and good account maintenance program, provided increased earnings credits for years 2

and 3. In addition, and in recognition of expected future market changes benefiting the
District's account balances, Bank of America incentivized option years 1, 3, and 6 by reducing

banking fees by $6,000 each year. These adjustments by Bank of America's Best and FinalOffer

resulted in a fee spread between the two competing banks by $52,174 over the five 15) year

contract term, resulting in an overall price benefit of $28,404 over the seven(7) years including

the two (2) option year to the District from a contract award to Bank of America. Final pricing
scores are: Bank of America 30 and J. P. Morgan 19.

Lastly overall composite scores on technicalability and costs were developed, as follows

1. Bank of America 97

2. J.P. Morgan 70

While the proposals include itemized fixed fees for a whole host of detailed banking services,

other factors such as FDIC insurance premiums, Earnings Credit Rates and other discounts
significantly affected overall costs. Based on the combined technical and cost ratings, staff

recommends award of a contract to Bank of America. Bank of America's extensive public sector

experience, financial strength, and its knowledgeable and dedicated staff will be beneficial to

the District. Furthermore, the District will not have to take undue risks in implementation of

new system interfaces, and migration of services.

ADVANTAGES/DISADVANTAGES

Main advantages of awarding this contract to Bank of America include

Cost incentives (50% reduction of fees from the current level, fixed earnings credit rate of 50
basis points for the first 3 years of the contract, and additional incentive credit of $6,000 each
year during the first, third, and the sixth year)

No risks/expense for IT and project management support for conversion efforts

Staff cannot identify disadvantages

ALTERNATIVEACTIONS

Staff found no more beneficialalternatives to the course of action recommended in this report

PRIOR RELEVANT BOARD ACTIONS/POLICIES

Board Policy 350, Procurement Policy
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A'nACHMENTS

1. Evaluation Score sheet

2. Cost Comparison

Approved by:
Reviewed by:
Prepared by:

Lewis G. Clinton, Jr., Chief Financial Officer
David Armijo, General Manager
Sue Lee, Treasury Manager
Ken Scheidig, Interim GeneralCounsel
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