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Gosport Borough Council
Benchmark of Banking Costs

1. Introduction

1.1. This is the report on a review of banking tariffs for Gosport Borough Council (hereafter referred to as 
the Council).  The review was undertaken by Focus on Banking who specialise in reviewing and 
tendering local authority banking arrangements. 

1.2. The Council’s main bank relationship is with NatWest Bank plc (NatWest) who provide money 
transmission services and credit facilities. The contract is due to expire in April 2020 although 
NatWest have provided a proposal to extend the arrangements for a period of up to five years. 

  
2. Transaction Charges

2.1. When benchmarking costs it is important to understand the current market for local authority 
banking. There are four banks that provide full banking services to English local authorities:

NatWest
NatWest (i.e. the Royal Bank of Scotland Group) will always compete to retain local authority 
contracts although occasionally they will choose not to compete for new business.  The tenders we 
have seen from NatWest this year have generally been more competitive than those submitted by 
Lloyds and Barclays Bank. 

Lloyds Bank and Barclays Bank
Both Lloyds and Barclays have been competing aggressively for new local authority contracts for the 
last five years or so. Their pricing has been very competitive and they have won a significant number 
of new contracts. However, this year we have seen both of these bank increase pricing and in some 
cases the increases have been significant (e.g. for existing customers we have seen cost increases of 
between 50% and 100% proposed.)

HSBC
It is very rare to see HSBC quote competitively for new local authority business –they will however 
tender to retain existing contracts. HSBC pricing has not been competitive in recent years and as a 
result they have lost a number of local authority contracts at tender.

2.2. Our benchmark analysis therefore compares the Council’s current and proposed tariffs against the 
tariffs likely to be proposed by Lloyds and Barclays at tender. We have not included HSBC tariffs as 
based on our recent experience, they are unlikely to compete.  

2.3. The spreadsheet at Appendix 1 provides our detailed comparison. Annual transaction volumes are 
based on the data provided by the Council. A summary of annual costs is provided below:
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NatWest Current 
Charge

NatWest Proposed 
Charge Lloyds Tender Barclays Tender

£23,440 £22,232 £25,715 £24,771

2.4. As indicated above, the proposed annual charge is competitive. It is very unlikely that significant 
savings would be achieved by tendering the contract.  The following bullet points provide further 
comment on the key/high cost transactions. 

 HOCA Automated Credits.  NatWest have proposed to reduce this tariff from 12p to 5p. The 
proposed tariff is reasonable – although we would expect Barclays to offer a slightly lower tariff 
of around 3p, when NatWest are competing for new business, they will typically quote 4p or 5p. 

 Cheques Paid In – Processing Centre.  NatWest have proposed to increase this tariff from 8p to 
9p. This is at the upper end of the range we typically see proposed by NatWest  -  they will usually 
propose 6p to 9p at tender. 

In recent tenders we have seen Lloyds and Barclays quote 10p and 11p respectively. 

 Coin In – Cash Centre. The proposed tariff of 25p% is competitive. At tender we would expect all 
banks (including NatWest) to propose at least 30p%. 

 Notes In – Cash Centre. NatWest have proposed to increase this tariff from 3.5p% to 8p% which 
results in an annual cost increase of just over £1,000. Although both Lloyds and Barclays will 
typically quote higher than 8p%, in a competitive situation we would expect NatWest to propose 
6p% to 8p%. 

 BACS Transactions/Files. The proposed transaction tariff of 2p is at the level we would expect to 
see quoted by Lloyds and Barclays. However, if NatWest were competing for new business, we 
would expect them to propose lower at around 1.5p. 

The current BACS file charge of £3.50 is reasonable. Although we have recently seen Lloyds and 
Barclays propose lower at £3, NatWest will typically quote at least £3.50 in a competitive 
situation. 

 Reconciliation Data – Data Services. The Council currently uses NatWest’s ‘Data Services’ to 
obtain main account transaction data as well as transaction data for the Head Office Collection 
Account (HOCA) – the cost of this service totals around £4,125 per annum. Our cost comparison 
assumes that the Lloyds and Barclays equivalent service would be used. 

Although historically, local authorities would obtain account transaction data using this type of 
service, most authorities now manually export main account transaction data from BankLine, free 
of charge.   Although BankLine will deliver the data in different format (i.e. CSV rather than an 
ASCII fixed length format) there should be no reason why the Council’s internal accounting system 
cannot import the format available from BankLine.  Lloyds and Barclays would also offer the 
option of obtaining data via their internet banking service, free of charge. 

Bankline however cannot be used to obtain HOCA data. HOCA’s are different to main bank 
accounts as they do not have an eight digit account number - instead they have a unique sort 
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code. Not using an account number means that additional characters are available on the 
encoding line of a bank giro credit to use for customer reference numbers (e.g. Council Tax 
reference numbers). 

Historically HOCA’s were used by organisations collecting large volumes of paper bank giro credits 
(i.e. that a payer deposits at a bank counter). However, the Council’s HOCA is used only for the 
receipt of automated BACS and Faster Payment credits.  This means that there is no real benefit 
of using a HOCA compared to a standard bank account.  

As HOCA transactions are posted to a unique sort code, they do not appear on the Council’s bank 
statements (i.e. instead the combined value of transactions is credited to a main account each 
day). This is why transaction data cannot be obtained free of charge through BankLine – instead 
Data Services needs to be used.   All banks would propose a similar chargeable service to Data 
Services in order to provide HOCA transaction data. 

We recommend that the Council consider closing the HOCA. This should be discussed with 
NatWest and they should be asked to outline options for automatically redirecting the HOCA 
transactions to one of the Council’s main accounts – or alternatively a new main account could 
be opened. Once the individual transactions appear on a main account, they can be downloaded 
through BankLine (i.e. free of charge) and Data Services can be cancelled. 

3. Credit Interest 

3.1. We understand that the Council maintains an instant access deposit account with NatWest. The 
account is not currently used as the credit interest rate is relatively low at 0.25%. This rate is within 
the range we generally see proposed by NatWest. 

3.2. Both Lloyds and Barclays will normally offer slightly higher credit interest rates than NatWest for 
instant access funds. Lloyds will often propose 0.1% below Base Rate (i.e. 0.65%) and Barclays will 
usually offer slightly lower at around 0.15% below Base Rate (i.e. 0.6%). 

4. Discounts

4.1. When tendering for new business Lloyds usually propose initial discounts in an attempt to offset the 
cost of moving bank. In recent tenders they have proposed up to 12 months free banking. 

4.2. Barclays will also offer year 1 discounts for new business although they are not usually as generous 
as Lloyds (e.g. up to 6 months free banking is often proposed).

4.3. Although NatWest will usually offer up to 6 months free banking when competing for new business, 
we have not seen them agree to one-off discounts when negotiating the renewal of contracts. 

4.4. As our analysis compares annual costs it would be inappropriate to include potential discounts.  It 
should also be noted that even if a discount were offered at tender by another bank, it is possible 
that the Council’s cost of moving arrangements would be higher than the discount proposed. 
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5. Conclusion and Way Forward

5.1. As already indicated in our analysis, the proposed costs are reasonable – it is very unlikely likely that 
significant savings would be achieved if the contract were tendered.  We therefore recommend that 
the Council consider extending the contract for a further 5 years. 

5.2. Although the proposed terms are reasonable, it is possible that NatWest will agree to reduce costs in 
negotiation. We therefore recommend that the Council consider requesting a lower BACS transaction 
tariff. Based on our experience, NatWest are more likely to concede on the BACS tariff than the other 
high cost transactions such as notes/coin deposited.  The lowest we have seen NatWest quote for 
similar volumes of BACS transactions is 1p so we recommend that this is requested. Although they 
may not agree to 1p they may be willing to offer a reduction to around 1.5p. 

5.3. We also recommend that the Council consider closing the Head Office Collection Account with a view 
to obtaining transaction data using Bankline and cancelling Data Services.

 
5.4. We look forward to discussing our findings with you further.

Peter Waite
Focus on Banking October 2019


