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REPORT OF THE HEAD OF FINANCE, REVENUES AND BENEFITS

EXEMPT!ON FROM PROCUREMENT RULES l AWARD OF NEW BANKING

CONTRACT
(Repod prepared by Richard Barrett / Wendy Borgertz

PART 1 - KEY INFORMATEON

f PURPOSE OF THE REPORT

To seek an exemption from proourement .rules and to agree to the appomtment of the Counozl s
existing bankers fora further 5 year term.

EXECUTIVESUMMARY. 7 e

]

The Council's ourrent bankers are L!oyds who were appomted in November 2014 for an
initi a! perzod of 3 years thh an optlon to extend for a further 2 years, .

This extensmn opt;on was exerci sed in 2017 with the contract therefore remainmg in
place unm November 2019 _ o

Stnoe November 2019 the contract has been ‘held’ over whilst negotiations with 'Llovde'
were concluded and a deols;on taken as to the award of a new banklng contraot thh'

_ them or not

Through negotlation Lioyds heve provaded a fma! pricing / fee schedule set against ’the_

various banking transactions the Council is likely to need access to. The pricing schedule_'ﬁ

is based a oontrac’i period of 5 years.

Based on extst;ng transactlon vo!omee the rewsed pricing scheduie generates a totel
annuel cost of 5:‘,27 100, which is £10,100 more than the existing contract :

However, _Lloyds are _offerlng an initial 6 month free banking period which would mean
that the estimated overall cost over the 5 year period would be £121,950. (equivalent to
an £7,000 increase per annum over existing prices) IR

Based on the good service the Council is Current!y receiving, the potential disruption
moving to a new banking provider is likely o incur and that there are no procurement
frameworks ave[iabEe at the present tsme it is proposed to oontinue WIth the Lioyde for a
further period of 5 years.

Given the overall cost of the proposed 5 year contract an exempt;on from procuremeﬂt

rules is recgwred

RECOMMENDATION(S)

That the Portfoho Holder for Corporate Fmance and Governance agrees




a) to an exemption from procurement rules to enable the Council to directly appoint
bankers following the expiry of the previous 5 year contract; and

b) subject to a) above, to the appointment of Lloyds Bank to undertake the banking
services for the Council for a period of 5 years.

PART 2 — IMPLICATIONS OF THE DECISION

DELIVERING PRIORITIES -

The appointment of bankers forms an'lntegra! part of the Councﬂ S wrder treasury management /
cash flow management activities.

FINANCE, OTHER RESOURCES ANDRISK .- .- =~

Finance and other resources '

As set out elsewhere in the report, the total estimated annual contract cost is £24,390. (a £7,000
increase over the existing contract based on the same level of activity / transaction volumes)

The total current annual base budget is £20,240, therefore the total estimated cost of the new
contract would exceed this amount by just over £4,000. This cost will be met in the short term
(2019/20 and 2020/21) from existing budgets within the Finance, Revenues and Benefits
Service. In terms of the longer term position, this will be considered as part of the wider long
term forecast and will need to reflect the volume of banking transactions in the future which may
differ to those experienced now due to the on-going digital transformation programme.

Risk
There is only a limited financial risk with extending the contract for a further 5 year period, as the
Council can terminate the contract at any time with a one month notice period.

If the Council did decide to exercise the right to terminate the contract before the expiry of the
proposed 5 year term, then the risks could potentially be greater and would be associated with
the Council's reputation given the complex stages involved in moving over to a new supplier and
potential disruption to customers and service users. However it is accepted that such a process
can be successfully managed but would have fo take into account the capacity of the service at
various times of the year as it may be challenging to undertake a move to a new banking
provider at times such as the end of year processes, budget setting or if supporting major
corporate projects.

LEGAL

How the Council works W|th and mteracts wzth the appomted bank are set out in Treasury
Management Practices.

Procurement rules (part 5.72) require contracts above a total value of £50,000 to be subject to a
tender process. However exemptions from these procurement rules (para 2.2 part 5.67) are
available via the agreement of the Corporate Finance and Governance Portfolio Holder (a formal
decision is required for procurement activity totalling between £50,000 and £250,000)

OTHER IMPLICATIONS

Consideration has been given to the :mp!zcatlons of the proposed decrsron in respect of the follcwmg and
any significant issues are set out below,

Crime and Disorder / Equality and Diversity / Health inequalities / Area or Ward affected /
Consultation/Public Engagement.

There are no direct implications.




"PART 3~ SUPPORTING INFORMAHON

BACKGROURND

On 1 November 2014 the Councu entered mto a contract wrth Lioyds Bank to pm\nde bankmg

| services, using an ESPO Framework. This was because the Cooperative Bank (the Council’s
bankers at that time) had given notice they were withdrawing from providing bankmg services to

local authorities. S : :

At the time, Lloyds were keen to win local authority customers and they were the only bank that
actually bid for the contract. In the last full year the Councit banked with Coop, whichwas .. .
2013/14, bank charges totalled £31,517.11. When the decision was taken to award the contract
to Lioyds for three years with an option to extend for two years, it was anticipated the likely cost
for three years would be £57,100 (£19k per annum). This was felt to be an advantageous dea!
for the Council and the option was taken in 2017 to extend for the two years. This extension -
period has now expired with the existing contract ‘holding’ over until a longer term decasmn |s
made as set out in this report.

:'PRGPOSALS

Given the success of the cun’ent contract thh L!oyds they were approached tc explore the g
terms that they Wou!d be willing to offer for a longer term contract. Lloycfs have provided revased
pricing they are w:limg to offer us over a five year deal. It is not surprising that this represents an.
increase over current charges given the background set out above. : SR

The new pnces have been chaﬂeﬂged by officers and Lloyds have provided a more favouféblé
pricing schedule with the overall costs set out below. (Total annual price is based on current'
volumes of transactions across the range of banktng activities undertaken by the Council)

Total Current Annual Costs based on EXISTING PRICES £16,921. 40
Total Estimated Annual Costs based on REVISED PRICING £27.066.48
Increase in annual charge for the same activity £10,145.08

Aithough this Irepresents an increase in costs, the expected total expenditure will still be less
than the charges the Council was paying Coop in 2013/14 (last year of that contract) so it still
represents va!ue for money.

| Lloyds are offering these prices fixed for 5 years and with free banking for an initial period of 6
months. This period of free banking would reduce the initial cost highlighted above. Based on
these levels, the charge for 4.5 years (with 0.5 years free) at £27,100 per annum would come to
£121,950 (approx. £24,390 per annum). This is below the current OJEU limit of £181,302 and is
just over £7,000 per annum more than under existing prices). It is also worth htghitghttng that
the prices for high volume transactions have only seen limited increases in unit prices, which
further reduces the risk going forward. Some unit prices have actually reduced such as those
associated with more modern / digital methods of banking, e.g. internet banking transactions,
which is the direction of travel the Council is currently moving in via the digital transformation
programme.

Changing banks is a very disruptive process involving a significant amount of officer time,
therefore a balance needs to be struck between price and looking to move to a potentiaily new
supplier. It is also worth highlighting that if the Council undertock a tender exercise, there is no
guarantee Lloyds would replicate these revised prices. There are no frameworks available at
present for banking services and the ESPO one used in 2014 has now expired and has not
been replaced.




Based on the above, on balance it is recommended that an exemption from procurement rules
is agreed and the Council accepts the final revised pricing provided by Lloyds and agrees to
remain with Lloyds for the next 5 years (to 31 October 2024) at a total estimated cost for the
period of approx. £121,950. "

In addition to the above, the Council is not aware of any significant issues within the banking
market that would significantly impact on the decision proposed.

[t is also important to highlight that the Council can terminate the contract at any time with a one
month notice period. This provides a useful backstop should the volumes of transactions
change over the life of the contract that based on the proposed pricing schedule, increases
costs to a level that is difficult to continue with. Such a situation would aiso have to take into
account the potential pricing structures of alternative bankers as the whole market may have
moved giving the Council limited choice in the future, but ultimately this could be ‘tested’ via a
tender exercise.

BACKGROUND PAPERS FOR THE DECISION

Revised pricing schedule provided by the Council's current bankers

APPENDICES

None




