Agendum

Oakland University
Board of Trustees Formal Session
June 6, 2007
COMMERCIAL BANKING SERVICES
A Recommendation
1.
Division, Department:  Finance and Administration, Treasury Management
2.
Introduction:  In an effort to minimize commercial banking costs (merchant card fees and bank fees) while maximizing services, proposals were requested from local banks.  Eight proposals were received.  After careful review and analysis, three finalists (Citizens Republic Bancorp, Comerica, and LaSalle) were identified for interviews with Administration and presentation to the Board of Trustees’ Finance, Audit and Investment Committee (FAIC).  The three finalists offer similar service levels and comparable fees.  A summary analysis is attached (Attachment A).
Commercial banking services were thoroughly reviewed by the FAIC at its meeting on April 20, 2007.  The FAIC requested that the University Administration present its recommendation to the Board of Trustees (Board) for action at the next Formal Session.

3.
Previous Board Action:  On June 8, 2000, the Board authorized the Vice President for Finance and Administration to execute agreements and resolutions necessary to open operating and investment accounts with Comerica, Inc.
4.
Budget Implications:  In calendar year 2006, merchant card fees and bank fees were $635,170 and $30,869, respectively, totaling $666,039.  The least cost proposal offers merchant card fees and bank fees of $619,135 and $19,293, respectively, totaling $638,428, an overall savings of $27,611.
5.
Educational Implications:  None
6.
Personnel Implications:  None
7.
Recommendation:  


RESOLVED, that the Board of Trustees authorizes the Vice President for Finance and Administration to execute agreements and resolutions necessary to open and maintain operating and investment accounts with Comerica, Inc; and, be it further



RESOLVED, that the agreements be reviewed and approved by the Office of the General Counsel prior to execution, and be in compliance with the law and University policies and regulations and conform to the legal standards and policies of the Board of Trustees.
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8.
Attachments:  


A. 
Banking Services RFP Finalist Summary






Submitted to the President






on ________________, 2007 by







____________________________________







John W. Beaghan







Vice President for Finance and Administration







and Treasurer to the Board of Trustees

Recommended on ______________, 2007

to the Board for approval by

__________________________________

Gary D. Russi

President
	Bank Description
	Relative Advantages
	Relative Disadvantages

	Citizens Republic Bancorp – Is based in Flint, MI and recently merged with Republic Bancorp which was formerly an Ohio bank.  Branch establishment in Oakland County is a strategic goal.  A successful growth pattern in the area demonstrates that the goal is aggressively pursued.  The bank now has 50 branches in Michigan.
	· Smaller bank, eager to provide good service to OU to improve its reputation in this area.

· Recent acquisition improves balance sheet and services.

· Willing to waive fees until transition is complete.

· $  20,001 for banking services

· $619,167 for merchant card services

· $639,168 total cost
	· Slightly less than investment grade credit rating at Baa1 implying some risk.

· Technology seems a bit behind the others, like ACH pre-approval, but not significantly behind.

· Not currently serving any other public universities in the State.

· Potential target for acquisition or merger.

· Cost to transition – primarily OU staff time and effort.

	Comerica Bank – Based in Detroit with planned move of corporate headquarters to Dallas.  The bank has achieved significant growth in the past decade without being acquired and has a clear strategic goal to avoid acquisition.  Comerica Bank now has 237 branches in Michigan.
	· Our current banking partner, willing to meet competitor pricing to keep OU.

· No conversion costs or effort.

· Pricing offers 63% discount that will apply to any future services selected for an indefinite period of time.

· Acquisition unlikely.

· Significant improvement in technology and services in recent years.

· Familiar with OU and its needs.

· Investment Grade A2 Credit Rating.

· Serves EMU and OU.

· $  19,293 for banking services

· $619,135 for merchant card services

· $638,428 total cost
	· It is unclear how the move of headquarters to Dallas will affect interest in Michigan market.  They have pursued an ongoing relationship with OU vigorously.

· Technology has gained a lot of momentum lately, but may still not be quite the equal of the largest banks.

	LaSalle (ABNAMRO) Bank – LaSalle Bank is the second largest bank in Chicago and is a subsidiary of ABNAMRO whose headquarters is in Amsterdam and serves 60 countries.  LaSalle Bank Midwest, NA is based in Troy, MI and has 266 branches in Michigan.


	· Strongest of the three banks financially, rated Aa3.

· Commercial and investment banking service range you would expect from a bank with a large international presence.

· Significant experience with Michigan universities providing references from UM, MSU and SVSU.

· Waives first six months’ fees to help with transition.

· $  21,843 for banking services

· $625,893 for merchant card services

· $647,736 total cost
	· Highest pricing of the three, but all three are within a small distance of each other, leaving service, stability and transition costs/effort relatively more important issues.

· Cost to transition – primarily OU staff time and effort.


