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BRIEFING NOTE – for Finance & Governance Committee 16 July 2020 
 
Item 8 – New bank accounts 
 
Background 
 
At the February 2020 committee meeting, the committee approved recommendations made by the Locum 
Clerk to open three new bank accounts (FR19/087.2) to meet the criteria contained within the Savings and 
Investment Policy and to maximise the protection available under the Financial Services Compensation 
Scheme (FSCS). 
 
Due to the time taken to arrange for new accounts to be opened, this action was not completed before the 
Covid-19 pandemic and subsequent lockdown. As a consequence of the pandemic, the availability and 
promised financial return of the bank accounts previously recommended has changed.  
 
This briefing note reminds members of the previous considerations and the current situation and makes 
recommendations based on the current financial environment. 

 
Agreed principles of the Savings and Investment Policy 
 
The Savings and Investment Policy was recommended by the Finance & Governance Committee and 
adopted by Council in February 2020 (C19/99.4). 
 
The policy includes confirmation of the council’s priorities, in order, regarding savings and investments: 
(1) The security of capital to minimise the risk of losses 
(2) The liquidity of investments to meet the cash flow needs of the council 
(3) Maximising income within the framework of the national economic situation 
 
A reminder of FSCS protection  
 
The Parish Council qualifies for protection under the scheme as its agreed budget for the financial year is 
below the maximum threshold of €500,000. Qualifying deposits are therefore 100% protected up to 
£85,000 per financial institution. 

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

Financial Institution Account Type Maturity Date Amount 

Unity Trust Current account n/a £354,993.83 

Nationwide  95 Day Savings Account 95 days’ notice £54,107.44 

Nationwide  2 Year Fixed Term Bond 11/02/2021 £33,614.78 

Cambridge & Counties BS  3 Year Fixed Term Bond 10/05/2021 £51,716.82 

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

 
A further £46,336.32 is held with the CCLA in shares. The CCLA is not covered by the FSCS. 
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Considerations for new accounts 
 
As previously, I have considered practical limitations, including the ease of opening and managing any new 
accounts, in reviewing the available options and have discounted those where opening in branch is the only 
option, and there is no local branch to the parish. 
 
When the committee originally considered the recommendations in February, the Bank of England Base 
Rate was 0.75%. As a result of the pandemic, two cuts in the rate in March have reduced the base rate to 
0.1%. This has affected both the type of accounts available and the interest rates on offer. 
 
While recent Government announcements continuing to ease lockdown measures will boost the economy, 
it is impossible to predict what effect this will have on the base rate and subsequent savings account 
returns. 
 
A number of financial institutions have either withdrawn previously available products, or altered the 
qualifying criteria, meaning that the Parish Council is no longer eligible. Interest rates on all available 
products have been affected by the reduction in base rate 
 
It is worth remembering that fixed rate accounts (once opened) are unaffected by changes in interest rates, 
while instant access accounts may alter as a result of future base rate changes. 
 
The Finance & Governance Committee has also reviewed its projected budget considering the reduced 
income being received as a result of Covid-19 lockdown restrictions. Consequently, ensuring sufficient 
liquid funds are available becomes a key consideration. 
 
Conclusion and recommendations 
 
Based on the research conducted, and to reflect the current balances held and maximise the FSCS 
protection available, I recommend the following: 
 

• Open a new 1-year Fixed Term Deposit of £85,000 with United Trust (different company from 
Unity Trust, who we have our main account with) at a fixed rate of 1.25%. 

 

• Open a new 1-year Fixed Term Deposit with Hodge Bank of £85,000 at a fixed rate of 0.8%. 
 

• Open an instant access savings account with Monmouthshire Building Society of £85,000 at a 
variable rate of 0.5% 
 

These options represent the best currently available rates (as at 23 June 2020) and include an instant 
access account accessible in the event of any cashflow issues in the coming months. 
 
Future maturity dates 
 
If the above recommendations are followed, the council will have the following maturity dates: 
February 2021 (existing Nationwide account) – £33,614.78 + interest 
May 2021 (existing Cambridge & Counties account) - £51,716.82 + interest 
July/August 2021 (new United Trust and Hodge Bank accounts) - £170,000 + interest 
November 2021 (existing Cambridge & Counties account) - £35,770 + interest 
 
 
Andy Beams 
Locum Finance Officer  
June 2020 


