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Oxwed LLP Funding Arrangements

Summary and recommendations

Key decision:
Cabinet Member:

Purpose of report:

Corporate Priority:
Policy Framework:

To agree delegated authority to put in place a follow-on
loan agreement for existing and future loans to Oxwed
LLP.

No

Councillor Ed Turner, Deputy Leader (Statutory) - Finance
and Asset Management

Well Run Council.

None.

Recommendation(s): That Cabinet resolves to recommend to Council:

report.

1. Delegate to the Group Finance Director in consultation with the Director
Law, Governance & Strategy authority to enter into a new loan
agreement with Oxwed LLP with terms in line with the contents of this

Appendices

Appendix 1

Risk Register

Introduction and background

1. The Council is an equal partner in Oxwed LLP with Nuffield College. Oxwed LLP
owns land in the Oxpens area of Oxford and is progressing redevelopment of the

site.
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2. Funding for the LLP has been provided through loans of equal value from its two
partners. The loans have always been provided on the basis that repayment of the
principal and accrued interest will be from the proceeds of the development.

3. The current loans provided under the loan agreement have a final repayment date
of 31% March 2025. The progress towards development is still ongoing and in
order to continue with the development progress the LLP will need the loans
extending to cover the expected period remaining before realisation of the returns
on the land. This report is therefore being brought to request authority to put in
place a loan agreement for a further 5 years.

Current Loans

4. To date, £13.540 million has been advanced to Oxwed LLP and its predecessor
Oxford West End Developments Limited by Oxford City Council. The same amount
has been advanced by he Councils 50% partner, Nuffield College. As at 31%' March
2025 the projected accrued interest that will be owed on the loans already
advanced will be £7.580 million. Currently interest accrues on a monthly basis on
both the principal element and on interest balances that are 12 months old. Interest
is charged at a rate of 6.5% which was assessed as a state aid compliant rate when
the current loan agreement was signed in 2018.

5. There is currently no charge on the property held by Oxwed LLP because placing a
charge could affect the commercial value of the land and consequently the viability
of any developments agreement. However, the lenders, at any time prior to the full
repayment of each Loan advanced to the LLP, require the LLP to register a charge
on all or part of the Oxpens Site in favour of the lenders jointly. In addition, at any
time prior to the full repayment of each Loan advanced to the LLP, either Lender
may require the Borrower to place a restriction on the Borrower’s title to the Oxpens
Site in favour of both Lenders jointly, to prevent any sale without the permission of
both lenders. It is not expected that such restrictions will be necessary but these
terms are needed to provide security over the repayment of the loan.

Replacement Loan Agreement

6. Itis proposed that the existing debt, both principal and interest accrued to date,
would be included within the replacement loan agreement. Overall the terms
proposed are intended to stay the same with the exception of the interest rate and
the expiry of the agreement.

7. The loan period is proposed to be 5 years from the date of the commencement of
the replacement loan i.e. 5 years from 1 April 2025.

8. A report was commissioned jointly by the lenders, Oxford City Council and Nuffield
College from Deloittes to consider an appropriate interest rate for the replacement
loan. After consideration of this advice an appropriate interest rate is considered to
be 4% over the Bank of England base rate (currently 4.75%) i.e 8.75%. This
reflects the current progress towards the realisation of returns from the development
land. It is also acknowledged that there may be a period after a sale has been
agreed but before a payment has been received and it is therefore appropriate to
consider a reduction in interest rate at the point that the following conditions apply:
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e there is an agreed level of deferred consideration
e payment of that deferred consideration is unconditional

¢ the deferred consideration is estimated to be sufficient to repay the
outstanding balance of the Partner loans (including rolled up interest) once
received

¢ the deferred consideration will be received prior to the end of the term of the
latest loan agreement

e the deferred consideration is secured against the Oxpens site or by another
appropriate means

Once these conditions are met it is expected that the interest rate charged on the
loans and accrued interest will be reduced to 2% plus the Bank of England base
rate prevailing at the time, for all subsequent interest charges, until the end of the
agreement.

. Both partners are agreeable to the terms of this loan offer and informal discussions
with Oxwed Directors indicate that they would be agreeable to these terms.

Security of the Loan

10.As noted above, there is a provision in the current loan agreement and it is

proposed that there also will be in a replacement loan agreement, to place a charge
on the land. Valuation reports, undertaken for accounting purposes in order to
support the production of the Oxwed LLP financial statements, estimate the value of
the land as far exceeding the current and the future anticipated level of loan debt.

Other Options
11.Since the Oxwed LLP still requires loans to progress the development, the only

other option would be to require the LLP to seek loans from elsewhere. This is not
considered appropriate because this would result in interest being paid to parties
other than the Partners, thus resulting in a lower overall return to the Council.
Additionally if a third party lender were to be involved this would dilute the control
that the partners of the LLP currently have over shaping the development.

Financial implications

12.These are contained within the body of the report.

Legal issues

13.The Council can enter into loan agreement to further its purposes. The purpose of

this loan agreement is to facilitate the regeneration of a central area within Oxford.

Level of risk
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14. Most of the key risks relating to this report are risks facing the development itself
which may impact on the returns obtained from the development and these have
been covered in other reports.

Equalities impact
15.There are no equalities issues arising from this report.

Carbon and Environmental Considerations
16.There are no Carbon and Environmental Considerations arising from this report.

Report author Bill Lewis

Job title Financial Accounting Manager

Service area or department Financial Accounting, Financial Services
Telephone 01865 252607

e-malil blewis@oxford.gov.uk

Background Papers: None
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