
May 25, 2005 
 
TO:  John Szerlag, City Manager 
 
FROM: John M. Lamerato, Assistant City Manager/ Finance and Administration 
  James Nash, Financial Services Director 
  Sandra Kasperek, City Treasurer 

Jeanette Bennett, Director of Purchasing 
 

SUBJECT: Agenda Item: Bid Waiver - Contract Extension – Banking Services 
 
RECOMMENDATION 
 
On July 19, 1999, Troy City Council approved a three-year contract to Fifth Third Bank 
(formerly Old Kent Bank) for banking services with an option to renew the contract for 
three (3) additional years (Resolution #99-349-E-2c).  On May 6, 2002 the option was 
exercised for an additional three (3) year period (Resolution # 2002-05-288-E-2) under 
the same prices, terms, and conditions expiring September 30, 2005.   
 
City management recommends the contract be extended with Fifth Third Bank for 
banking services expiring October 1, 2008.  Fifth Third Bank has offered to extend the 
contract under the same prices, terms, and conditions with a fee reduction in two areas.  
They have offered to reduce the monthly maintenance charge for Controlled 
Disbursement Accounts 50% from $100.00 per account per month to $50.00 per 
account per month.  Secondly, they have offered a 16.6% reduction in the deposit fee 
from $.60 per deposit to $.50 per deposit. 
 
Also, the original resolution granted approval to negotiate with Fifth Third Bank to 
provide additional banking services, as the City was ready to implement them.  Since 
the beginning of the contract, we have added lock box services and a procurement card 
program.  The implementation of the Procurement Card Program was approved by City 
Council on August 6, 2001 [Resolution #2001-08-404(a)]. 
 
BACKGROUND 
 
The recommendation to extend the contract with Fifth Third Bank is made for the 
following reasons: 
 

• Fifth Third Bank (formerly Old Kent Bank) was the recommended bidder as the 
result of a request for proposal process.  The estimated total cost of banking 
services was substantially less than the other banks, which in turn required a 
substantially lower monthly compensating balance.   

 
Both factors were in the City’s best interests in 1999, and since the same prices, 
terms, and conditions are being proposed to be extended from that time, would 
continue to be in the City’s best interests. 
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BACKGROUND - continued 

• Staff recommends extending the contract with Fifth Third since several banking 
products have been implemented to enhance payment collections.  A partial list 
of these products include lock box collection for tax and water payments, auto-
debit program for water bills and recreation fees, and credit card services for 
recreation fees (i.e. educational and fitness programs, golf course fees, etc).   All 
of these products require the joint effort of staff from both the City of Troy and 
Fifth Third Bank in the process of integrating appropriate technology, 
implementing security procedures, creating and printing forms, training end-users 
to work with features of new software packages, developing reporting 
procedures, and maintaining feedback for optimal performance.  

 
Changing banking services at this time would divert staff time to a very complex 
task of discontinuing current services and procedures, establishing new services 
at a new banking institution, implementing new software, and educating all users.  
Furthermore, not only would the payment collection products be affected, but 
also the products used for internal purposes such as payroll, accounts 
receivable, accounts payable, investing etc.  Clearly, a change of this magnitude 
would impact the services we offer our customers and employees. 
 

• The implementation of the Procurement Card Program is relatively new 
(approved Aug 2001) and required training all participants to learn on-line 
account reconciliation. 

 
New banking services would require the City to implement a new card program 
and require all cardholders to be retrained in the use of new software and 
processes, which increases the opportunity for errors as cardholders would need 
to become familiar with another reporting system.  

 
MARKET SURVEY 
The City of Troy currently enjoys a good business relationship with Fifth Third Bank to 
uphold fiscal integrity and maintain high levels of service in a cost-effective manner.   
 
Although pricing is just one factor in the selection process, the proposal submitted by 
Fifth Third was substantially lower than the other banks submitting proposals at the time 
of the last RFP and still holds true based on a recent informal survey. 
 
BUDGET 
Costs for banking services are an offset to interest earnings and not a direct charge 
paid from a City account. 
 

































RESOLUTION 
WHEREAS, On July 19, 1999, City Council approved a three (3) year contract to 
provide Banking Services with an option to renew the contract for an additional 
three (3) year period to Fifth Third Bank (formerly Old Kent Bank), the most 
qualified and lowest bidder as a result of a request for proposal process 
(Resolution #99-349-E-2c), and on May 6, 2002, exercised the renewal option for 
an additional three years under the same prices, terms and conditions expiring 
September 30, 2005 (Resolution #2002-05-288-E2); and  
 
WHEREAS, Fifth Third Bank has offered to extend their contract for three years 
under the same prices, terms and conditions with a reduction in the monthly 
maintenance charges for Controlled Disbursement Accounts and deposit fees; 
and 
 
WHEREAS, The City has successfully implemented lock box and procurement 
card services to enhance payment collection and improve efficiencies of 
purchasing procedures; 
 
NOW, THEREFORE, BE IT RESOLVED, That a three-year contract to provide 
Banking Services is hereby approved with Fifth Third Bank under the same 
pricing, terms, and conditions expiring October 1, 2008, with fee reductions in 
Controlled Disbursement Accounts from $100.00 to $50.00 per account per 
month and deposit fees from $.60 cents to $.50 cents per deposit.  




