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BRIEFING NOTE – for Finance & Governance Committee 13 February 2020 
 
7.2 - Alternate Savings and Investments 
 
At the December 2019 committee meeting, the committee advised that the Clerk should investigate 
potential other accounts for putting the remaining s.106 funds of approximately £200,000 to be received 
from developers in respect of Hurst Meadows.  
 
Further to requests made by the office to quantify the inflationary calculations, confirm the appropriate 
trigger points for payment and assessment of late payment penalties, the confirmed amount to be received 
is £248,974.91. This money is to be set aside in a Hurst Meadows Earmarked Reserve (as per Resolution 
C19/089). As per the agreed budget (resolution C19/090), an amount of £52,000 is to be drawn down for 
the financial year 2020/21. 
 
The committee is asked to consider the range of options available to enable the Clerk to arrange to open 
the chosen accounts in anticipation of the receipt of the money.  

 
Financial Services Compensation Scheme 

 
The committee should be aware of the implications of retaining large amounts of money in any bank or 
building society account. A depositor protection scheme exists in the UK, known as the Financial Services 
Compensation Scheme (FSCS). This offers limited protection to eligible deposit holders. 
 
The FCSC defines a number of deposits which are not eligible, including a ‘deposit by a public authority, 
unless it is a small local authority’. 
 
A small local authority is defined as ‘a local authority with an annual budget of up to €500,000’. 
(approximately £422,000 as at exchange rates on 5 February 2020) 
 
The Parish Council’s agreed budget for the financial year 2020/21 is £386,968, which means the council’s 
deposits are eligible under the FSCS. 
 
Qualifying deposits are 100% protected up to £85,000 per financial institution. 

 
Current deposits and investments 
 
As at 31 January 2020, the council held the following balances: 
 

Financial Institution Account Type Maturity Date Amount 

Unity Trust Current account n/a £55,770.42 

CCLA * Shares n/a £66,141.69 

Nationwide ^ 95 Day Savings Account 95 days’ notice £53,517.14 

Nationwide ^ 2 Year Fixed Term Bond 11/02/2021 £33,249.04 

Cambridge & Counties BS ^ 3 Year Fixed Term Bond 10/05/2021 £50,850.00 

Cambridge & Counties BS ^ 3 Year Fixed Term Bond 14/11/2021 £35,770.00 

 
* CCLA is not covered by the FSCS 
^ Total financial institution balances are in excess of £85,000 FSCS threshold 
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Potential deposits and investments for Hurst Meadows s.106 money 
 
As the amount due is £248,974.91 and two of the existing institutions in use have balances in excess of the 
FSCS threshold, research has been undertaken to source alternate providers. 
 
The principles of the Savings and Investment Policy (once adopted) and practical limitations including the 
ease of opening and managing any new accounts should be considered as part of the process. Those only 
available to open in branch are impractical unless there is a local branch available. 
 
Below is a summary of one-year fixed term deposits available to Parish Councils offering the best rates of 
return. Each of the financial institutions is part of the FSCS, offering full depositor protection up to £85,000 
per institution.  
 
Fixed term deposits have a guaranteed return, with the interest rate fixed for the whole term of the 
investment (interest rates quoted were correct as at 5 February 2020). The term cannot be broken, and 
therefore cashflow and liquidity requirements must be carefully considered.  
 
In the table below, AER is the Annual Equivalent Interest Rate, which can be used as a true comparison of 
the return available. 
 

 
 
* Clydesdale Bank and Yorkshire Bank (along with Virgin Money) have a shared FSCS protection limit as 
regulated by the Prudential regulatory Authority. 
 
 
 
 
 
 

Return on 

In Branch Postal Internet £85,000

BFC Bank 12 1.70% √ £1,445.00

Metro Bank 12 1.65% √ £1,402.50

United Trust 12 1.65% √ £1,402.50

Hampshire Trust Bank 12 1.61% √ √ £1,368.50

Clydesdale Bank * 12 1.60% √ £1,360.00

Yorkshire Bank * 12 1.60% √ £1,360.00

Aldermore 12 1.50% √ £1,275.00

Close Brothers Savings 12 1.50% √ £1,275.00

ICICI Bank 12 1.50% √ £1,275.00

Dudley Building Society 12 1.41% √ √ £1,198.50

Saffron Building Society 12 1.25% √ √ √ £1,062.50

Hodge Bank 12 1.10% √ £935.00

Monmouthshire Building Society 12 1.10% √ √ £935.00

Lloyds Bank 12 1.05% √ £892.50

Nationwide Building Society 12 0.75% √ √ £637.50

Financial Institution
Opening MethodTerm 

(months)
AER
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Fixed term deposits are also available for shorter periods with some financial institutions, and below are 
options available for 9 and 6 months. Interest rates are generally lower than for a one-year term but offer 
increased liquidity. 
 

 
 
Rolling term deposit maturities and impact on cashflow 
 
Staggering maturity dates of investments allows for frequent review of the council’s liquidity requirements, 
as these will change over time.  
 
Funds invested in existing fixed term accounts are due to mature as below: 
 
11 Feb 2021 £33,249.04 
10 May 2021 £50,850.00 
14 Nov 2021 £35,770.00 
 
The only funds instantly available to the council at present are held on the current account, with a further 
£53,517.14 available at 95 days’ notice. Analysis below shows the fluctuating balance held on the current 
account since the start of the financial year. The primary source of income (the precept) is paid in two 
installments in April and September. 
 
 

 
 
 
 
 

Return on 

In Branch Postal Internet £85,000

Lloyds Bank 9 0.80% √ £510.00

BFC Bank 6 1.61% √ £684.25

Clydesdale Bank * 6 1.25% √ £531.25

Yorkshire Bank * 6 1.25% √ £531.25

Metro Bank 6 1.00% √ £425.00

Lloyds Bank 6 0.75% √ £318.75

Opening Method
AER

Term 

(months)
Financial Institution
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Comparing bank balances to reserves 
 
While it would be easier to allocate a specific bank account to each of the reserves, in practical terms there 
is no direct correlation between the amount on any individual bank account and any specified reserve.  
 
However, the grand total of the accounts (as reported at each Finance & Governance committee meeting) 
will always equal the total of: 

• General reserve 

• Earmarked reserves 

• Current year fund 
 
Recommendations 
 
If the £52,000 drawdown for Hurst Meadows is effectively taken from the £248,974.91 s.106 receipt, this 
leaves a remaining £196,974.91 to invest. To remain within the £85,000 FSCS threshold, it would be 
sensible to split the money into three separate accounts. 
 
To support the idea to have rolling maturity dates and considering the interest rates available and the 
practical limitations regarding account opening, the following solution represents the best available option. 
 

Financial 

Institution 

Account Type Amount Rate Maturity Date * 

BFC Bank 6-month FTD £84,000 1.61% 1 Sep 2020 

United Trust 1-year FTD £83,000 1.65% 1 Mar 2021 

Hampshire Trust 1-year FTD £30,000 1.61% 1 Mar 2021 

 
* Assuming an investment date of 1 March 2020 – dependant on receipt of s.106 funds 
 
The BFC Bank and United Trust investments are below the £85,000 threshold to allow for the earned 
interest to be added to the balance and the amount reinvested (if the council opt to do so on maturity) as it 
is unclear from the research to date whether the interest can be diverted to a different bank account. 
 
Adopting the above plan would mean the council then had the following maturity dates over the next two 
years: 
 
1 Sep 2020 £84,000.00 
11 Feb 2021 £33,249.04 
1 Mar 2021 £83,000.00 
1 Mar 2021 £30,000.00 
10 May 2021 £50,850.00 
14 Nov 2021 £35,770.00 
 

RECOMMENDATION: The committee approves the above strategy and delegates the Clerk to 
make the arrangements for opening the accounts once the s.106 funds are received 

 
Andy Beams 
CLERK TO THE COUNCIL 
05 February 2020 


