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The Honorable Members of the Budget and Finance Committee 
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APPROVAL TO EXECUTE AN AGREEMENT WITH THE BANK OF NEW YORK MELLON FOR 
FINANCIAL CUSTODIAN AND SECURITIES LENDING SERVICES

Dear Honorable Members:

The Office of Finance (Finance) requests approval to execute the attached proposed Agreement 
with the Bank of New York Mellon Trust Company (BNY) to provide financial custody and securities 
lending services. The agreement’s terms are for a five year period with an option to renew the 
agreement for an additional five years.

BACKGROUND

The City Charter and the California Government Code prescribe the City Treasurer’s responsibilities 
as the steward of the City Treasury. The Treasurer establishes cash management and investment 
guidelines to ensure the City’s daily and future cash and liquidity needs to meet its financial 
obligations. As part of the City’s Treasury activities, Finance performs daily cash flow reviews and 
invests surplus funds through the purchase, sale, or exchange of securities.

The California Government Code requires that all securities purchased by the City be deposited 
with a third party custodial financial institution for safekeeping. The California Government Code 
also authorizes the City Treasurer to engage contractors to perform securities lending activities or to 
permit custodian banks to subcontract for securities lending services.

Finance released a Request for Proposals (RFP) in June, 2015, for custody and security lending 
services and BNY was the successful proposer. BNY is currently providing custody and securities 
lending services through a previous RFP selection process. Finance, in cooperation with 
representatives from the Office of the City Attorney and the Office of the City Administrative Officer, 
negotiated the terms of the proposed agreement with BNY.

FISCAL IMPACT

Funding for this agreement and services is available in the department’s current fiscal year’s budget 
appropriation. Therefore, no additional funding is required. This request is in compliance with the 
City’s Financial Policies in that there is no additional impact on the General Fund.
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The average annual cost for the contract is approximately $100,000 which is more than offset by 
the average annual revenue generated from the department’s securities lending activities. The 
yearly revenue average for the past three fiscal years is approximately $444,860. The securities 
lending activities have resulted in $441,785 in revenue year-to-date in Fiscal Year 2016-17.

RECOMMENDATIONS

The Office of Finance respectfully requests that the City Council:

1. Authorize the Director of Finance to execute the proposed agreement with BNY, subject to 
final review as to form and legality by the Office of the City Attorney.

2. Authorize the Director of Finance to execute a second five-year option for renewal of the 
agreement upon mutual agreement of the City and BNY.

If you require any further information regarding this request, please contact Tom Juarez, Chief 
Investment Officer, at (213) 978-4039 or Tom.Juarez@lacity.org,

Respectfully

Claire Bartels
Director of Finance/City Treasurer

Attachment

Matt Szabo, Office of the Mayor
Zara Bukirin, Office of the City Administrative Officer
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