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Appendix 1. Terms of Reference

Oxford City Council

Terms of Reference — Barton Development
Project

To: Jackie Yates, Executive Director — Organisational Development and Corporate Services
From: Charlotte Bilsland, Audit Manager

This review is being undertaken as part of the 2012/13 internal audit plan approved by the Audit Committee.

Background

Oxford City Council (‘the Council’) is committed to investing in Oxford’s future through the delivery of a range of
physical regeneration projects to deliver new housing, create jobs and improve the quality of life in communities.
This is in-line with the Council’s ambition to create a world-class city for everyone, its corporate priority to build
a vibrant and sustainable economy and the Oxfordshire Structure Plan 2016 which was adopted by the Council in
2005 and expects that 50% of all new housing in Oxfordshire should be affordable.

The Barton development is an initiative to create a new neighbourhood and state-of-the-art community facilities
to the west of Barton. The proposed site is between Barton and Northway and is intended to provide around
1,000 homes for Oxford residents.

The Council launched the selection process for a joint venture partner in November 2010 to help deliver the new
neighbourhood at Barton. Over 20 bids were received from a mix of parties. On 23 September 2011, the Council
entered into a joint venture with its preferred bidder, Grosvenor Developments Limited (‘Grosvenor’).

The Council has a 50% interest in the Company and shares profits and losses in accordance with a payment
mechanism agreed between both parties. The Council received £0.5 million as a contribution to the costs of
establishing the company in 2011/12 and transferred the land with a value of £0.8 million to the LLP on 31
October 2011. The land was subject to independent valuation and will be repaid with interest by January 2019.

As at 31 March 2012 the company had net liabilities of £8,363. 50% of these have been incorporated into the
Council’s Group Accounts. Net expenditure per the Group Comprehensive Income and Expenditure Statement is
£228,844k.

Scope
This review will cover the following scope:

e Areview of the Council’s procurement process followed and compliance checks to ensure this was in line
with Council procedures and recognised best practice;

e A high level review of the contract between the Council and Grosvenor in order to comment on its value for
money. This will include:

— An assessment of the payment mechanism;

— An assessment of the transfer of risk to Grosvenor and the management of residual risk;
— Areview of the Governance and reporting mechanism; and

— Areview of the external legal, financial and valuation advice received by the Council.

e We will understand and, where appropriate and possible, validate the process followed to arrive at the
assessment for the valuation of land transferred to the LLP;

e We will understand the structure of the joint venture arrangement and identify any potential risks with the
structure.
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Limitations of scope

The scope of our work will be limited to those areas outlined above. This review is deemed as value enhancing within
the Internal Audit plan. No consideration will be made of control design and operating effectiveness.

Our review will be performed in the context of the information provided to us. Where circumstances change the
review outputs may no longer be applicable. In these situations, we accept no responsibility in respect of the advice
given. Our deliverables are limited to those outlined within the scope above.

Our review of the contract is limited to a high level review of the contract. We will support our understanding of the
areas of contract management outlined in the scope above, through interviews and discussions with relevant
personnel and our knowledge and experience of contract management practices we have seen elsewhere. In making
this assessment we may corroborate certain practices, however we will not be substantively validating or testing all
of the information provided.

The scope of work includes a review of the external legal, financial and valuation advice received by the Council. Our
work in this area will be limited to reviewing the different advice received and validating any data where appropriate
and possible to do so. We will not perform any assessment of the quality of advice received or provide any advice of
this nature.

Our review of the land valuation will constitute understanding and where appropriate, validating the process
followed to arrive at the valuation of land. This will not involve any judgement or challenge of the land value agreed
or recalculation of land value.

The services and deliverables are designed to assist you in considering the ongoing management of the Barton
development however it is your decision whether or not to proceed with this execution.

The services do not include the provision of due diligence services and are not intended to form the basis of an
investment decision by you.

Review approach
Our audit approach is as follows:

e Obtain an understanding of the Barton Development Project through discussions with key personnel,
review of the contract and procurement documentation and other reports;

e Identify any risks relating to the project and overall governance structure;

e Corroborate key practices.

Internal audit team

Name Role

Richard Bacon Engagement Leader
Chris Dickens Chief Internal Auditor
Charlotte Bilsland Audit Manager

Key contacts

Name Title Role Responsibilities
Jackie Yates Executive Director — Organisational Development and Corporate Services Audit Sponsor* Review and approve terms
David Edwards  Executive Director — Regeneration and Housing Audit Contact of reference

Steve Sprason Head of Corporate Assets Audit Contact Review draft report

Jane Winfield Major Projects and Disposals Manager Audit Contact Review final report

Hold initial scoping meeting
Review and meet to discuss
issues arising and develop
management responses and
action plan
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Other Roles and Responsibilities

Name Title Responsibilities

Nigel Kennedy Head of Finance Receive agreed terms of reference

Receive draft and final reports
Peter Sloman Chief Executive Receive final report

* The audit sponsor should respond by email to the audit manager to confirm agreement with these Terms of Reference. By
agreeing to the document, the responsible manager is confirming the following:
e  Appropriateness of scope and any limitation;
e  Allrelevant documentation, including source data, reports and procedures, will be made available to us promptly on
request;
° Staff and management will make reasonable time available for interviews and will respond promptly to follow-up
questions or requests for documentation; and
e  Agreement with the timetable of reporting within the document and the audit reporting protocol within the Annual

Audit plan.
Timetable
Fieldwork start w/c 08/10/2012
Fieldwork completed 31/10/2012
Clearance Meeting w/c 05/11/2012
Draft report to client w/c 05/11/2012
Response from client w/c12/11/12012
Final report to client w/c19/11/2012

Agreed timescales are subject to the following assumptions:

e All relevant documentation, including source data, reports and procedures, will be made available to us promptly
on request; and

o Staff and management will make reasonable time available for interviews and will respond promptly to follow-up
questions or requests for documentation.
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