CLAIRE BARTELS

CITY OF LOS ANGELES

DIRECTOR of FINANCE
CITY TREASURER

CALIFORNIA
4$

200 N. SPRING ST.
ROOM 220-CITY HALL
LOS ANGELES, CA 90012

(844) 663-4411

ERIC GARCETTI
MAYOR

February 27, 2017
The Honorable Members of the Los Angeles City Council
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City Hall, Room 395

WELLS FARGO ILLEGAL ACTIVITIES / INVESTIGATIONS INTO THE CITY’S BANK
ACCOUNTS (C.F. 16-1126)
Dear Honorable Members:

BACKGROUND
On October 31, 2016, the Budget and Finance Committee instructed the Treasury Division of the
Office of Finance (Finance) to begin an investigation into the City’s bank accounts and ascertain
whether Wells Fargo engaged in the creation of false accounts under the City’s contract.
To accomplish this project, the Treasury Division (Treasury) was tasked with researching back to the
2008 executed banking contracts for Wells Fargo Bank and Wachovia Bank (Wachovia Bank was
acquired by Wells Fargo Bank in late 2008). These contracts were utilized in our review as were a
number of other sources to assist in the verification of accounts housed at Wells Fargo including a
formal demand letter to the bank requesting a listing of all accounts identified under the City’s Tax
Identification Number (TIN). The project included the review of 800 plus accounts which were
matched against our physical contracts and agreements, banking service requests, signature cards,
monthly billing statements, online account listings and Treasury’s Account Banking Certification Audit
Listing.
As such, Treasury has determined that it has accounted for all City bank accounts which were
authorized by the City Treasurer to be opened by Wells Fargo and that there are no unauthorized or
false accounts associated with the City.
Further, the Treasury Division has instituted an annual review of all bank accounts with a request to
identify any and all accounts associated with the City’s TIN. This request will be served, not only to
our contracted depository, but also to the top five major financial institutions and other current City
contracted financial institutions.
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Lacking modern systems, the task of verifying and tracking accounts is a laborious process. This
also applies to the City’s regular ongoing account analysis of bank and credit card statements. The
Treasury Division receives approximately 800 pages of citywide bank statements that must be
reviewed monthly. Reviewing bank statements is critical to ensure accurate billing; however, it is not
feasible to manually conduct a thorough review of billing statements of this magnitude.
Data analytics technology is used in modern treasuries for reviewing and analyzing complex bank
and credit card statements. In order to reconcile exception items and identify errors, the City should
invest in the resources necessary to avoid incorrect charges, identify efficiencies, and potentially
result in savings. It is estimated that bank and credit card analytics software and services would cost
approximately $40,000 annually. Finance has requested funding for account analysis technology in
the Fiscal Year 2017-18 Budget and it is recommended that the City provide funding. In addition to
the benefits mentioned, it would be especially prudent for the City to achieve greater insight and
analysis into its bank statements given that Finance will be entering into a new contract for banking
services in the next year and having more and better information on the City’s accounts will help
improve the contracting process and establishment of future services.

RECOMMENDATION
Budget and Finance Committee note and file this report.
If you have any questions, please feel free to contact me at (213) 978-1774.
Sincerely,

Claire Bartels
Director of Finance / City Treasurer

