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Board POLICY AND ORGANISATION BOARD

Date of meeting: 20 NOVEMBER 2019

Title: BANKING CONTRACT

Author: HEAD OF ACCOUNTS

Status: FOR ACTION

Purpose

To authorise officers to agree a new two year contract (with a two year extension 
option) with National Westminster Bank plc (“Natwest”) for required banking services; 
to waive our Contract Procedure Rules which would otherwise require a tender 
exercise at the end of our existing contract (April 2020) with Natwest.  The proposed 
contract will be worth approximately £73,000 over a four year life and will generate 
savings of £5,000 per annum (£20,000 over the course of the contract if the extension 
option is taken).  Advice sought from banking consultants has indicated additional 
savings are unlikely to be generated from undertaking a tender exercise.
  
Recommendations

The Board approves: 

 A waiver of the Council’s Contract Procedure Rules for the purposes of 
our next banking contract; and 

 That delegated authority be granted to the Head of Accounts and the 
Borough Solicitor  to agree a new two year contract (with two year 
extension option) with our incumbent, Natwest, with a view to achieving 
£5,000 per annum savings from the start of the new contract in April 
2020 and as further detailed in this report.

Background 
1. Our current Banking agreement with Natwest expires in April 2020.  The 

contract was originally a three year contract with options provided for a two 
year extension and a further two year extension, if required.  We have now 
reached the end of the second extension period. 
 

2. Our current costs for Banking are £23,400 per annum and cover a number of 
services including; internet banking, cash, cheque and Direct Debit processing, 
BACS transactions and data services.

3. Officers have recently obtained independent advice on whether to proceed with 
a tender exercise for a new contract.  The advice was obtained from ‘Focus on 
Banking’ and their report is included at Appendix 1.



- 2 -

4. The advice can be summarised as follows:

 Other providers likely to bid for our requirements include Barclays, Lloyds 
and possibly HSBC although the latter have not tendered for new Local 
Authority contracts in recent past;

 Our consultants assess that the price Natwest will quote for a new contract 
will be cheaper than Lloyds and Barclays by c. £2,500 or £3,500 per annum; 
and

 The consultants highlight two areas of potential further savings beyond the 
likely new tender price Natwest will provide; being BACS Transaction costs 
and costs associated with Data services.

5. Our intention is to remove Data services from our requirement altogether as 
this is a historical requirement and can, instead, be achieved from using one of 
our primary bank accounts.  This would save the Council £4,000 per annum 
and is a requirement that we would be seeking from any potential provider, i.e. 
it is a saving that is not dependent on a tender exercise.

6. We therefore judge that the savings generated from a new three year contract 
with Natwest will outweigh the costs, risks and potential time from running a 
tender exercise and potential implementation of new Council bank accounts.

Savings

7. The graph below outlines how the savings will be achieved, these total £7,000 per 
annum but, for prudence, and noting that we have yet to finalise negotiations with 
Natwest we are not assuming the full level of savings as yet (we will budget £5,000 
per annum savings for now).
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Risk Assessment
8. The primary risk for undertaking a tender exercise concerns the time and 

activity required to action a change in bank details and accounts at the same 
time as we close our accounts for FY19/20 and begin our year-end procedures.  
This would be an unwelcome task at this particularly busy time of the fiscal 
year.  There would be a risk that the change in bank accounts and details is not 
well managed by either the old or new provider; potentially requiring additional 
officer time to ensure clear reconciliations of accounts receivable and payable.

9. The total value of this contract is estimated to be £73,000 over the full four year 
period, although it should be noted that we will negotiate a review of the 
contract after two years Our Contract Procedure Rules require the Council to 
advertise contracts for a full tender, even for those below the existing EU 
threshold (total contract cost of £181,302).  There is, therefore, a risk of legal 
challenge from a potential new supplier, however, the Rules do allow for 
exemptions to advertising (para 3.1, page 162) “The Council and its Boards 
have power to waive any requirements within these contract procedure rules for 
specific projects”.

4 Conclusion
4.1 This report summaries the benefits and risks of undertaking a tender exercise 

for our existing Banking service, provided by Natwest.  It concludes that the 
material savings inherent to this service can be achieved via a new two year 
contract (with a two year extension) with Natwest, thereby avoiding time and 
risks associated with a tender exercise and potential change of provider of this 
critical service.  
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Financial Services 
comments:

As contained in the report.

Legal Services comments: No comments

Crime and Disorder: N/A
Equality and Diversity: N/A
Service Improvement Plan 
implications:

Corporate Plan

Risk Assessment As contained in the report

Background papers: N/A

Appendices/Enclosures: Benchmarking of Banking Costs

Report Author / Lead 
Officer:

Jonathan Ware


