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Strategic Report

The Board of Milton Keynes Development Partnership LLP (MKDP) presents its Strategic
Report to its members for the year ending 31 March 2019.

Business Review

Management and Governance

MKDP was established on 15 January 2013 to provide informed support to the development
of Milton Keynes as a place, to ensure an innovative and vaiuable approach was appiied to
the enhancement of the council's property assets whilst also generating steadily increasing
value to the council once the partnership was in a position to manage its acquired debt.

The limited liability partnership is wholly owned by Milton Keynes Council (MKC).
Business Performance

In the year to 31st March 2019, MKDP continued to generate a positive return from its
assets base adopting a new strategy to selectively retain and invest in existing and new
property assets with a view to producing a steadily increasing profit. This profit will provide
return to MKC but also will be used to acquire further assets so as to increase retums into
the future.

The profit of the MKDP for the year ended 31 March 2019 was £20.1m. This includes
revaluation gains of £13.4m; gain on disposals £7.5m to be used for future capital
development and a trading profit from operations of £1.1m.

It has been another year of intense activity with other key achievements including:

¢« MKDP have secured its first pre-let development scheme comprising a 45,000 sq ft
office and production facility for BP Chargemaster

« Within the last 12 months we successfully completed on 9 schemes.

« Planning consent granted for contracted landmark 250 bed Hotel in Central Milton
Keynes, in March 2018

e Construction started on the Campbeli Park Wharf development comprising 338
homes, marina and restaurant and ancillary facilities. First residents have taken
occupation.

o Preferred developers identified for the 12 hectare site at Campbell Park North side, a
residential development scheme of ¢ 1500 units.

e Continued strategic guidance to MKC on several sites including Western Expansion
Area and Tickford fields Farm, Newport Pagnell

o Investigations on key CMK development sites in connection with MK Futures CMK
Renaissance
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Future Developments

The Year Ahead and Beyond

The Board expect 2019/20 will be a good year for MKDP. MKDP’s Board has been
enhanced with the addition of a further non-executive director and the executive team
continues to grow as we bring in additional skills and experience to enable us to take
advantage of the opportunities.

The pipeline of transactions continues to grow with conditional contracts on four schemes
anticipated to complete and a further eight significant schemes proceeding to exchange of
contracts.

Going forward beyond providing a consistent financial return in accordance with the
accountability framework the Board aspire to double the size of the property portfolio by
2024.

Strategy

The Milton Keynes Development Partnership promotes the sustainable growth of Milton
Keynes by developing its land in a way that supports and delivers MKC'’s vision.

MKDP’s main business activities are:

e Bringing forward residential, commercial and ancillary development in line with
MKC’s Accountability Framework and core policy objectives.

e Ensuring the delivery of Affordable Housing increasing provision to provide, where
viable, 36% affordable units. MKDP will explore innovative ways to deliver a variety
of models of housing ownership and affordability inciuding the provision of larger
family homes.

e Supporting the ‘Big Six’ projects identified by the MK 2050 Vision Commission and
specifically engage with: Renaissance CMK, MK:U and the growth strategy to 2050.

*» Exploring and identifying possible future uses for its porifolio of development land
and built assets

» Engaging with developers, investors and advisers to ensure that proposed uses
create best economic and social value and are commercially viable and deliverable.

» Investing in projects and programmes that give a positive commercial rate of retum
and create long term revenue opportunities

e Collaborating with other land owners to maximise opportunities for beneficial
development.

¢ Encouraging private sector investment in Milton Keynes through expansion or inward
investment,
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In addition MKDP acts as a strategic adviser to MKC by providing commercial property
advice and expertise on MKC’s own property assets when required. This will be achieved
through actions which:

o Explore the possible future uses for its portfolioc and various assets already owned by
Miiton Keynes Council.

e Ensure appropriate consultation and engagement with elected members, parish/town
councils, and other stakeholders in the preparation of development briefs for the sites
as required under the development brief protocol.

« Work collaboratively with public and private sector partners, taking a proactive
approach to commercial development.

Financial Risk Management Objectives and Policies

The Partnership uses financial instruments comprising cash and other liquid resources and
various other items such as trade receivables and payables that arise directly from its
operations. The main purpose of these financial instruments is to provide finance for the
Partnerships operations. The main risk arising from the Partnership activities are
summarised below:

Credit Risk - The possibility that other parties might fail to pay amounts due to the
Partnership;

Credit risk arises from exposures to the Partnerships customers. Customers for goods and
services are assessed taking into account their financial position, past experience and other
factors, with individual credit limits being set in accordance with internal ratings in
accordance with parameters set by the Partnership.

Liquidity Risk - The possibiiity that the Partnership might ot have funds available iv meet
its commitments to make payments;

The liquidity risk arises when the Partnership may have to raise loans at a time of
unfavourable interest rates. In this instance short term loans will be taken until rates become
favourable.

Milton Keynes Development Partnership did not have any current external financial liabilities
in the form of borrowing at 31 March 2019.

Market Risk - The possibility that financial loss might arise for the Partnership as a result of
changes in such measures as interest rates.

The Partnership is not currently exposed to risk in terms of its exposure to interest rate
movements as Milton Keynes Development Partnership does not have any borrowings with
financial institutions at the 31 March 2019.
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Outlook

Despite the economic backdrop, MKDP has performed very well to date. Returns from its
assets are good and the partnerships vaiue has already more than doubled. We have a very
skilled Board and the executive team are really driving our business forward delivering a
strong asset base which is now being enhanced with acquisitions. The Board are confident
that the business will continue to grow, increasing its size and meeting its longer term
financial target and producing steadily increasing returns to Milton Keynes Council. At the
same time we will continue to provide strategic advice and support towards the future
development of Milton Keynes.

The Board presents its Strategic Report of Milton Keynes Development Partnership LLP
(MKDP) to the Partnership’s members for the year ending 31 March 2019.

ON BEHALF OF THE BOARD

Robert Green
Chair
Date:



Members’ Report

The Board presents their report together with the financial statements of Milton Keynes
Development Partnership LLP {MKDP) to the Partnership’s members for the year ended 31
March 2019.

Going Concern
The Partnership’s business activities, together with the factors likely to affect its future

development, its financial position, financial risk management objectives, and its exposure
risks are described in the Strategic Report.

The Partnership is wholly owned by Milton Keynes Council and as such the council will
provide financial support to meet all liabilities in the event that the Partnership ceased to
trade.

Designated Members
Both members — Milton Keynes Council and Peter Marland (Leader of the Council} are

Designated Members. The members have delegated to the Board general responsibility for
the operation of the LLP Business.

The Board and their interest

The Board is responsible for the promotion and protection of Members’ and Partnership
interests. It determines Milton Keynes Development Partnership’s long term strategies and
has specific oversight of risk and quality.

The board of the LLP during this year were:
Duncan Sharkey (resigned 31 January 2019)
Councillor John Bint (resigned 24 June 2019)
Councillor Jenni Ferrans
Councillor Robert Middleton
Robert Green — Independent Board Member Chairman
Roger Bell — Independent Board Member (appointed 26 November 2018)
Bernadette Conroy — Independent Board Member
Huw Lewis — Independent Board Member
Steve Mallen — Independent Board Member

Statement of Board responsibilities
The Board are responsible for preparing the Strategic Report, Members’ Report and the

Financial Statements in accordance with the applicable laws and regulation.

The Limited Liability Partnerships (Accounts and Audit) (Application of Companies Act
2006) Regulations 2008 ('LLP Regulations’} require the members to prepare financial
statements for each financial year. The members have elected to prepare financial
statements for the Partnership in accordance with International Financial Reporting
Standards as adopted by the European Union {IFRS) and Statement of Recommended
Practise Accounting for Limited Liability Partnerships.

IAS ‘Presentation of Financial Statements’ required that the financial statements present a
true and fair view of each financial year for the limited liability Partnership’s financial
position, financial performance and cash flows.
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This requires the faithful representation of the effects of transactions, other events and
conditions in accordance with the definitions and recognition criteria for assets, liabilities,
income and expenses set out in the framework for the preparation and presentation of
Financial Statements in virtually all circumstances, a fair presentation will be achieved by
compliance with all applicable IFRS standards and members’ are also required to:

Properly select and apply accounting policies consistently;
Make judgements and estimates that are reasonable and prudent;
Present information, including accounting policies, in a manner that provides
relevant, reliable, comparable and understandable information;

¢ Provide additicnal disclosures when compliance with the specific requirements in
IFRS is insufficient to enable users to understand the impact of particular
transactions, other events and conditions on the firm's and the LLP’s financial
performance, and;

¢ Prepare the Financial Statements on the going concern basis.

Under the LLP Regulations, the members are responsible for ensuring that proper
accounting records are kept which disclose with reasonable accuracy at any time the
financial position of the Partnership, and which enable them to ensure that the financial
statements will comply with those regulations. The members have a general responsibility
for taking such steps as are reasonably open to them to safeguard the assets of the firm
and to prevent and detect fraud and other irregularities. The members are responsible for
the maintenance and integrity of the Partnership website governing the preparation and
dissemination of financial statements which may differ from legislation in other jurisdictions.

The members’ responsibilities set out above are discharged by the Designated Members on
behalf of the members. The Designated Members at the date of approval of the financial
statements confirm that, so far as they are aware, there is no relevant information of which
the LLP’s auditors are unaware and each Designated Member has taken all steps that
ought to have been taken by them as members to make themselves aware of any relevant
audit information and establish that the LLP's auditors were aware of that information.

Disclosure of Information to Auditors

The members of the board at the time of approving the Members’ report are listed on the
Partnership Information page. Having made enquiries of fellow members and of the
Partnership’s auditors, each of these members confirmed that:

¢ To the best of each members knowledge and belief, there is no information relevant
to the preparation of their report of which the Partnership’s auditors are unaware; and

o Each member has taken all the steps a member might reasonably be expected to
have taken to be aware of relevant audit information and to establish that the
Partnership’s auditors are aware of that information.

ON BEHALF OF THE BOARD

Robert Green
Chair
Date:



Independent Auditor’s Report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MILTON KEYNES
DEVELOPMENT PARTNERSHIP LIMITED LIABILITY PARTNERSHIP (‘LLP’)

Opinion

We have audited the financial statements of MILTON KEYNES DEVELOPMENT
PARTNERSHIP LLP for the year ended 31 March 2019 which comprise of the primary
statements such as the Income Statement, Statement of Comprehensive Income,
Statement of Changes in Equity, Balance Sheet, Cashflow Statement and the related
notes 1 to 11, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union.

In our opinion the financial statements:

> give a true and fair view of the state of the limited liability partnership’s affairs as at 31
March 2019 and of its profit for the year then ended;

» have been properly prepared in accordance with IFRS as adopted by the European
Union; and

» have been prepared in accordance with the requirements of the Companies Act 2006
as applied to limited liability partnerships.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK)
(ISAs (UK))} and applicable law. Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the financial statements section
of our report beiow. We are independenti of the limited iiability parinership in accordance
with the ethical requirements that are relevant to our audit of the financial statements in
the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs
(UK) require us to report to you where:

o the members use of the going concern basis of accounting in the preparation of the
financial statements is not appropriate; or

» the members have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the limited liability partnership’s
ability to continue to adopt the going concemn basis of accounting for a period of at least
twelve months from the date when the financial statements are authorised for issue.
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Other information

The other information comprises the information included in the Strategic Report and
Members’ Report set out on pages 2-7, other than the financial statements and our
auditor’s report thereon. The members are responsible for the other information.

Our opinion on the financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materialty
inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies
or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters in relation to which the
Companies Act 2006 as applied to limited liability partnerships requires us to report to you
if, in our opinion:

» adequate accounting records have not been kept, or returns adequate for our audit
have not been received from branches not visited by us; or

» the financial statements are not in agreement with the accounting records and returns;
or

» we have not received all the information and explanations we require for our audit
Responsibilities of members

As explained more fully in the Statement of Board responsibilities set out on page 6, the
members are responsible for the preparation of the financial statements and for being
satisfied that they give a true and fair view, and for such internal control as the members
determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the members are responsible for assessing the
partnership’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the
members either intend to liquidate the partnership or to cease operations, or have no
realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
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an auditor’s report that includes our opinion. Reasonable assurance is a high levei of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK)
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

A further description of our responsibilities for the audit of the financial statements is
located on the Financial Reporting Council’'s website at
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's
report.

Use of our report

This report is made solely to the members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 as applied to Limited Liability Partnerships. Our audit
work has been undertaken so that we might state to the members those matters we are
required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than
the limited liability partnership and the iimited liability parthership’s members as a body, for
our audit work, for this report, or for the opinions we have formed.

Emf' owwL “’/au\/\_jécp

Stephen Clark (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Birmingham {

Date |4 (&l (a\

Notes:

1. The maintenance and integrity of the Milton Keynes Development Partnership web
site is the responsibility of the members; the work carried out by the auditors does not
involve consideration of these matters and, accordingly, the auditors accept no
responsibility for any changes that may have occurred to the financial statements since
they were initially presented on the web site.

2. Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

10



Accounting Policies

1. GENERAL PRINCIPLES

Milton Keynes Development Partnership (MKDP) is a Limited Liability Partnership,
incorporated and domiciled in England & Wales.

The Statement of Accounts summarises MKDP's transactions for the year and its position
at year ending 31 March 2019. The Partnership is required to prepare an annual
Statement of Accounts in accordance with the International Financial Reporting Standards
(IFRS}) and applicabie accounting standards.

The accounting policies have been applied consistently in dealing with items considered
material to present a true and fair view of the financial position and transactions of the
Partnership.

MKDP does not have transactions which will be subsequently reclassified to the profit or
loss and so the Statement of Comprehensive Income is not grouped in to those
transactions which can be reclassified and those that cannot.

2. GOING CONCERN

The Partnership has adopted the going concern basis concept in preparing the financial
statements.

3. ACCRUALS OF INCOME AND EXPENDITURE

Activity is accounted for in the year that it takes place, not simply when cash payments are
made or received. In particular:

» Revenue from the sale of goods is recognised when the Partnership transfers the
significant risks and rewards of ownership to the purchaser and it is probable that
ecohomic benefits or service potential associated with the transaction will flow to the
Partnership;

¢ Revenue from the provision of services is recognised when the Partnership can
measure reliably the percentage of completion of the transaction and it is probable that
economic benefits or service potential associated with the transaction will flow to the
Partnership;

¢ Supplies are recorded as expenditure when they are consumed — where there is a gap
between the date supplies are received and their consumption; they are carried as
inventories on the Balance Sheet;

e Works are charged as expenditure when they are completed, before which they are
carried as works in progress on the Balance Sheet;

¢ Interest payable on borrowings and receivable on investments is accounted for on the
basis of the effective interest rate for the relevant financial instrument rather than the
cash flows fixed or determined by the contract;

¢ Where income and expenditure have been recognised but cash has not been received
or paid, a debtor or creditor for the relevant amount is recorded in the Balance Sheet.
Where it is doubtful that debts will be settled, the balance of debtors is written down
and a charge made to the Income Statement for the income that might not be collected;

11
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* Annual leave and flexi-time that has not been taken at 31 March is accrued and fulil
details can be found in Accounting Policy — Employee Benefits.

4. CASH AND CASH EQUIVALENTS

Cash is represented by cash in hand and bank deposits with any financial institution
repayable without penalty on notice of not more than 24 hours.

In the Balance Sheet and Cash Flow Statement, cash and cash equivalents are shown net
of bank overdrafts that are repayable on demand and that form an integral part of the
Partnership cash management.

5. EMPLOYEE BENEFITS
Benefits Payable during Employment

Short term employee benefits are those due to be settled wholly within 12 months of the
year end. They include such benefits as wages and salaries, paid annual ieave and paid
sick leave, bonuses and non-monetary benefits (e.g. car) for current employees and are
recognised as an expense for services in the year in which employees render service to
the Partnership.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Partnership to
terminate an officer's employment before the normal retirement date or an officer’s
decision to accept voluntary redundancy. Benefits are charged on an accruals basis o the
Income Statement at the earlier of:

a) when MKDP can no longer withdraw the offer of those benefit, and
b) when MKDP recognises costs of restructuring and involves the payment of
termination benefits.

Post-Employment Benefits

Employees of the Partnership are entitled to become members of the Local Government
Pension Scheme, administered by Buckinghamshire County Council according to the
terms of their employment;

This scheme provides defined benefits to members (retirement lump sums and pensions),
earned as employees worked for the Partnership.

Local Government Pension Scheme

The Local Government Scheme is accounted for as a defined benefits scheme. The
liabilities of the Buckinghamshire Pension Scheme attributable to the Partnership are
included in the Balance Sheet on an actuarial basis using the projected unit method (i.e.
an assessment of the future payments that will be made in relation to retirement benefits
earned to date by employees, based on assumptions about mortality rates, employee
turnover rates, etc., and projected eamings for current employees).

12
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Liabilities are discounted to their value at current prices, using a discount rate of 2.45%.
The discount rate for pension’s liabilities is calculated using the AA Corporate Bond Rate.

The assets of the Local Government Pension Fund attributable to the Partnership are
included in the Balance Sheet at their fair value:

Quoted Securities — Current Bid Price;
Unquoted Securities — Professional Estimate;
Unitised Securities — Current Bid Price;
Property — Market Value.

The change in the net pension liability is analysed into the following components:

o Current Service Cost — the increase in liabilities as a result of years of service earned
this year, allocated in the Income Statement;

» Past Service Cost — the increase in liabilities as a result of a scheme amendment or
curtailment whose effect relates to years of service earned in earlier years, charged to
Income Statement.

e Any gain or loss on settlement — arising when an MKDP enters into a transaction that
eliminates all further legal or constructive obligations for part or all of the benefits
provided under a defined benefit plan.

Administrative expenses are accounted for within the Income Statement.

Net interest on the net defined benefit liability (asset), i.e. net interest expense for the
Partnership — the change during the year in the net defined benefit liability (asset) that
arises from the passage of time charged to the finance costs line of Income Statement
— this is calculated by applying the discount rate used to measure the defined benefit
obligation at the beginning of the year to the net defined benefit liability (asset) at the
beginning of the year — taking into account any changes in the net defined benefit
liability (asset) during the year as a resuit of contribution and benefit payments.

Re-measurements comprising:

¢ The return on plan assets — excluding amounts included in net interest on the defined
benefit liability (asset) — charged to Statement of Comprehensive Income.

» Actuarial Gains and Losses — changes in the net pensions liability that arise because
events have not coincided with assumptions made at the last actuarial valuation or
because the actuary has updated its assumptions — charged to the Statement of
Comprehensive Income.

Contributions paid to the Buckinghamshire Pension Scheme — cash paid as employer’s
contributions to the pension fund in settlement of liabilities; not accounted for as an
expense.

The accounting treatment for pension’s benefits is in accordance with International
Financial Reporting Standard (JAS) 19. This is a complex accounting standard, but it is
based on a simple principle — that the Partnership has to account for accumulated
retirement benefits earned at the Balance Sheet date, even if the actual benefits are paid
out over many years into the future.

Full disclosures in respect of the Local Government Pension Scheme can be found in note
8 to the Financial Statements.

13
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Discretionary Benefits

The Partnership also has restricted powers to make discretionary awards of retirement
benefits in the event of any early retirements. Any liabilities estimated to arise as a result
of an award to any member of staff are accrued in the year of the decision to make the
award and accounted for using the same policies as are applied to the Local Government
Pension Scheme.

6. FINANCIAL INSTRUMENTS
Financial Liabilities:

Financial liabilities are recognised on the Balance Sheet when the Partnership becomes
party to the contractual provisions of a financial instrument and are initially measured at
fair value and carried at amortised cost. Annual charges to the Finance Cost line in the
Income Statement for interest payable are based on the carrying amount of the liability,
multiplied by the effective interest rate for the instrument. The effective interest rate is the
rate that exactly discounts estimated future cash payments over the life of the instrument
to the amount at which it was originally recognised.

Loans and Receivables:

Loans and receivables are recognised on the Balance Sheet when the Partnership
become a party to the contractual provisions of a financial instrument and are initially
measured at fair value and carried at amortised cost. Annual credits to the Finance
revenue line in the Income Statement for interest receivable are based on the carrying
amount of the asset multiplied by the effective rate of interest for the instrument.

Impairment of Financial Assets:

Where assets are identified as being impaired because of a likelihood arising from a past
event then the payment due under contract will not be made, the asset is written down and
a charge made to the Income Statement. Any gains or losses that arise on the
derecognising of the asset are credited or debited to the Income Statement.

7. INVESTMENT PROPERTY

Investment property is property {land or a building, or part of a building, or both) that is
held solely to earn rentals or for capital appreciatiocn or both.

An investment property is recognised as an asset when and only when:

o ltis probable that the future economic benefits that are associated with the investment
property will flow to the entity, and;
¢ The cost or fair value of the investment property can be measured reliably.

Investment properties are measured at cost initially. The cost of an investment property
includes its purchase price, transaction costs and directly attributable expenditure. After
initial recognition, investment properties are measured at fair value. The fair value of an
investment property reflects market conditions at the Balance Sheet date. Investment

14
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properties are not depreciated but are revalued annually according to market conditions at
the end of each year.

MKDP uses valuation techniques that are appropriate in the circumstances and for which
sufficient data is available, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

Inputs to the valuation techniques in respect of assets and liabilities for which fair value is
measured or disclosed in the MKDPs financial statements are categorised within the fair
value hierarchy, as follows:

e level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities
that the MKDP can access at the measurement date.

e Level 2 — inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly.

¢ Level 3 — unobservable inputs for the asset or liability.

All non-current assets held by the Partnership are classified as investment assets. The
methodology has not changed, the same conclusion of values arising from the evidence
base collected.

8. LEASES
MKDP as a Lessee

Leases are classified as finance leases where the terms of the lease transfer substantially
all the risks and rewards incidental to ownership of the property, plant or equipment from
the lessor to the lessee. All other leases are classified as operating leases.

Where a lease covers both land and buildings, the land and buildings elements are
considered separately for classification.

Arrangements that do not have the legal status of a lease but convey a right to use an
asset in return for payment are accounted for under this policy where fulfilment of the
arrangement is dependent on the use of specific assets.

MKDP as Lessor

Finance Leases

Where MKDP grants a finance lease over a property or land, the relevant asset is written
out of the Balance Sheet as a disposal. This is written off to the Profit on sale of fixed
assets line in the Income Statement as part of the gain or loss on disposal.

Where finance leases have been granted at peppercomn rents, no long term debtors are
created.

15
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Operating Leases

Where MKDP grants an operating lease over a property or an item of plant or equipment,
the asset is retained in the Balance Sheet. Rental income is credited over the life of the
lease to the Income Statement.

9. PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

Provisions are made where an event has taken place that gives MKDP a legal or
constructive obligation that probably requires settlement by a transfer of economic benefits
or service potential, and a reliable estimate can be made of the amount of the obligation.

Provisions are charged as an estimated expense to the Income Statement in the year that
the Partnership becomes aware of the obligation. When payments are eventually made,
they are charged to the provision carried in the Balance Sheet.

Estimated settlements are reviewed at the end of each financial year — where it becomes
less probable that a transfer of economic benefits will now be required {(or a lower
settlement than anticipated is made), the provision is reversed and credited back to the
Income Statement.

A contingent asset or liability arises where an event has taken place that gives the
Partnership a possible asset or obligation whose existence will only be confirmed by the
occurrence or otherwise of uncertain future events not wholly within the control of the
Partnership.

Contingent assets or liabilities are not recognised in the Balance Sheet but disclosed in a
note to the accounts.

10.VAT

Income and expenditure excludes any amounts related to Value Added Tax (VAT), as all
VAT collected is payable to Her Majesty’'s Revenue and Customs (HMRC) and all VAT
paid is recoverable from it.

Where VAT is not recoverable, it is charged to the appropriate service within the Income
Statement.

11.TAX
The Partnership profits are treated for tax purposes as profits of the council as the owner

of the LLP. The Milton Keynes Development Partnership benefit from the council's general
exemption from tax on its profits, so there is no tax liability.

12.NEW AND AMENDED ACCOUNTING STANDARDS AND INTERPRETATIONS AND
OTHER CHANGES TO THE FINANCIAL STATEMENTS

At the balance sheet date the following new standards and amendments to existing
standards have been published but not yet adopted:

16
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IFRS 16 Leases will require companies that are lessees to recognise most leases
on their balance sheets as right-of-use assets with corresponding lease liabilities
(there is recognition for low-value and short-term leases). IFRS 16 is effective for
periods beginning on or after 1 January 2019.

IFRS 9 Financial Instruments - The LLP adopted IFRS 9 Financial Instruments with
effect from 1 April 2018. The main changes include the reclassification of financial
assets and the earlier recognition of the impairment of financial assets. The
reclassification changes have not had a material impact upon the financial
statements because the financial assets retain the same measurement basis and
so any impairment charges will be immaterial for its treasury management assets
(e.g. bank deposits and bonds).

IFRS 15 Revenue from Contracts with Customers — The LLP adopted IFRS 15
Revenue from Contracts with Customers with effect from 1 April 2018. The main
changes include the requirements for the recognition of revenue, based on a
control-based revenue recognition model. MKDP adopted does not have any
material revenue streams within the scope of the new standard.

13.CORRECTION OF PRIOR PERIOD ERROR

Prior period adjustments that are the result of corrections and adjustments arising from the
use of estimates inherent in the accounting process are adjusted in the accounts in the
year that they are identified. However, prior period adjustments arising from changes in
accounting policies or from the correction of fundamental errors are accounted for by
restating the comparative figures for the preceding period in the Statement of Accounts
and notes and by adjusting the opening balance of reserves for the cumulative effect.
Details of a Prior Period Adjustment are fully explained in note 14 to the accounts.
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Income Statement and Statement of Changes in Equity

Income Statement
For the year ending 31 March 2019;

31 Mar 2018 Note 31 Mar 2019
£'000 £'000
Restated
4,366 Revenue 1 3,309
4,366 Total Revenue 3,309
(769) Staff Costs 2 (967)
7,393 Revaluations on Investment Properties 3 13,387
(2,223) Other Operating Expenses 4 {1,273)
4,401 Total Operating Expenses 11,147
8,767 Operating Profit 14,456
(1,061) Finance costs 5 {1,153}
5,112 Profit on sale of fixed assets 7,487
12,818 Profit for the financial year* 20,790
Statement of Comprehensive Income
For the year ending 31 March 2019:
31 Mar 2018 31 Mar 2019
£'000 £'000
Restated
12,818 Profit for the financial year 20,790
66 Actuarial Gains / (Losses) on defined benefit pension scheme 10
66 Total other comprehensive income 10
12,884 Total comprehensive income for the financial year 20,800
Statement of Changes in Equity
Statement of Change in Equity for the year ending 31 March 2019
Non- Accumulated
Distributed earnings/
Reserves {Losses) Total
£000 £000 £'000
Balance at 1 April 2018 10,573 19,767 30,340
Prior year adjustment - {5,544) {5,544)
Restated total equity at the beginning of the
financial year 10,573 14,223 24,796
Profit for the financial year 9,673 11,118 20,790
Other comprehensive Income & Expenditure 10 - 10
Balance at 31 March 2019 20,256 25,341 45,596

*The profit attributable to Members for the financial year included within the Income Statement £20.790m
includes revaluation gains of £13.387m; gain on disposals £7.487m and £0.145m pension liability. The
realised profit for the year is £0.061m.

18



Balance Sheet

Balance Sheet

Balance Sheet as at 31 March 2019:

31 Mar 2018 Note 31 Mar 2019
£000 £000
Restated
34,161 inwestment Properties 3 39,941
- Fixtures and Fittings a1
34,161 Non-Current Assets 39,082
512 Trade and Other Receivables 6 3,810
9,558 Assets Held for Sale 3 12,935
21,014 Short Term Investments 12 31,503
147 Cash and Cash Equivalents -
31,231 Current Assets 48,248
9,284 Trade and Other Payables 8 42,109
9,204 Current Liabilities 42,109
21,937 Net Current Assets 6,139
30,922 Other Long Term Liabilities 12 0
380 Retirement Benefit Liabilities 10 525
31,302 Non-Current Liabilities 525
24,796 Net Assets 45,506
. - - . ]
24,796 Reserves 1 45,596
24,796 Net Worth 45,596

Michael Bracey
Chief Executive of the Council

19



Cashflow Statement

Cashflow Statement
The Cashflow Statement for the year ending 31 March 2019

31 Mar 2018
£'000
Restated

12,818

(7,393)
(5,112)
128
209
2,385
0

3,035

(523)
0
(20,873)
7,608

0

(13,788)

(589)

(589)
(11,342)

11,489

147

31 Mar 2019
£'000

Profit for the financial period 20,790
Adjustments for:
Revaluations {13,386)
Profit on disposal of Investment Properties (7,487)
Retirement benefit contributions 155
Decrease/ (Increase) in trade and other receivables {3,298)
Increase in trade and other payables 1,478

Increase/ {(decrease) in provisions 0

Cash generated from operations (1,748)
Investing Activities

Purchase of Investing Properties (1.024)
Purchase of Fixtures and Fittings (41)
Purchase of short-term and long-term investments (10,489)
Proceeds of Investing Properties 12,740
Other receipts from investing activities 0
Net cash flows from investing activities 1,186
Flnancing Activities

Repayment of short and long-term borrowing 0
Net cash flows from financing activities 0
Net increase or (decrease) in cash and cash equivalents (562)
Cash and cash equivalents at the beginning of the reporting year 147
Cash and cash equivalents at the end of the reporting year {415)
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Notes to the Financial Statements

1. REVENUE

Revenue recognised in the Income Statement is analysed as follows:

31 Mar 2018 31 Mar 2019
£'000 £'000

1,000 Deed of Variation 150

1,705 Rent Income 1,584

1,381 Car Parking Income 1,520

280 Other Income 55

4,366 Total Revenue 3,309

2. CHIEF EXECUTIVE & STAFF COSTS

Amounts paid to the Chief Executive, which are the highest staff costs of the Partnership
during the year, were as follows:

31 Mar 2018 31 Mar 2019
£'000 £°000

(130) Emoluments (130)

(18) Defined contribution pension costs (18)

{148) Total Chief Executive Costs {148)

Staff costs during the year, including the Chief Executive, were as follows:

31 Mar 2018 31 Mar 2019
£'000 £'000

{522) Salaries (662)

(61) National Insurance (76)

{186) Defined benefit pension costs* (229)

{769) Total Staff Costs (967)

* Includes Employers Pension Contributions of £0.07m

The average number of empioyees of the Partnership (excluding members) during the
year was:

31 Mar 31 Mar
2018 2019
No No
1 Chief Executive 1
9 Other 9
10 Total Staff numbers 10
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Notes to Financial Statements

3. INVESTMENT PROPERTIES

In 2018/19 the annual rental income from investment properties is £1.584m.

The following table summarises the movement in the fair value of investment properties
over the year.

31 Mar 2018 31 Mar 2019
£'000 £'000

37,181 Balance at start of the year 34,161

Additions:

0 Purchases 840

523 Subsequent expenditure 184

(2,496) Disposals (5,253)

7,393 Net gains from fair value adjustments 13,387

(8,440) Transfer to Assets held for sale (3,378)

34,161 Balance at the end of the year 39,941

Assets held for sale at 1 April 2018 was £9.558m. Following asset disposals and transfer
from and to Investment Properties, Assets Held for Sale at 31 March 2019 were £12.935m

The valuations were updated as part of the annual review of the Milton Keynes
Development Partnership portfolio, and were undertaken by Kevin Monkton MRICS, the
appointed valuer. The valuation date was 31 March 2019, and as the properties are held
as investments, future valuations will be required on an annual basis.

The valuations were undertaken in accordance with the requirements of the RICS,
following research into the levels of land values achieved in recent transactions.
Assumptions were made that there were no burdensome issues in respect of title, the
properties are free from contamination of hazardous materials and the properties are in a
reasonable state of repair.

The following table summarises the fair value level inputs of investment properties over the

year.
31 Mar 2018 31 Mar 2019
£000 £'000
0 Lewel 1 Inputs - Quoted Market Inputs 5,126
17,230 Lewel 2 Inputs - Significant Obsenable Inputs 14,276
16,931 Lewel 3 Inputs - Significant Unobservable Inputs 20,539
34,161 39,941

Valuation Techniques used to Determine Level 2 and 3 Fair Values for
Investment Properties

¢ Significant Observable Inputs — Level 2

The fair value for Level 2 land has been based on the market approach using current
rents and market sales evidence for similar assets in the local area.

o Significant Unobservable Inputs — Level 3
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The fair value for level 3 has been based on the market approach using previous
valuation data and market sales evidence for similar assets in the local area. A
professional view has been taken in determining the values applicable.

Highest & Best Use of Investment Properties
Operational assets classified as investment properties are currently held for both
earning rentals and capital appreciation. The planning system provides the framework

within which Best Use is assessed.

Other assets are provided for non-commercial use and have historic agreements in
place which do not best suit the future purpose.

Valuation Techniques

There has been no change in the valuation techniques used during the year for
investment properties.

If the Milton Keynes Development Partnership make a sale on category B assets
(assets which will provide scope for smaller scale infill development), the Partnership
will be liable to pay 50% on the net realisable value to the Homes and Community
Agency (HCA). Those which can be quantified have been provided for in the accounts.

4. OTHER OPERATING EXPENSES

31 Mar 2018 31 Mar 2019

£000 £000
(1,447) Direct Costs (789)
(768) Management Costs (467

(8) Fees payable to the partnerships auditors for the audit of the a7
Annual Financial Statements
{2,223) Total Operating Expenses {1,273)

5. FINANCE COSTS

31 Mar 2018 31 Mar 2019
£'000 £'000

(1,061) Interest on debts and borrowings (1,061)

- Other Interest (92)

(1,061) {1,153)
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6. TRADE AND OTHER RECEIVABLES

31 Mar 2018 31 Mar 2019
£'000 £000

48 Trade Receivables 3,193

408 Amounts owed by Group Undertakings 500

56 Prepayments 117

512 Trade and Other Receivables 3,810

pebtors are shown net of an allowance amount, movement on which are as follows:

31 Mar 2018 31 Mar 2019
£000 £000
(4) At beginning of period
0 New and additional provisions
4 Write-Offs
0 At end of period

‘o‘ooo

7. TRADE AND OTHER PAYABLES

31 Mar 2018 31 Mar 2019

£'000 £'000
Restated

1,371 Trade and other payables 1,344

6,685 Amounts owed to Group Undertakings 38,400

1,115 Social security and other taxes 1,875

- Bank Overdraft 415

123 Receipts in advance 75

9,284 Trade & Other Payables 42,109

8. PROVISIONS AND CONTINGENCIES

Milton Keynes Development Partnership does not have any provisions or contingent
assets or liabilities to disclose at 31 March 2019.

9. LEASES

MKDP as a Lessor - Operating Leases

The MKDP leases out property under operating leases for the following purposes:

* The provision of community facilities, market facilities, parking and events
entertainment;
° Economic development purposes to provide suitable affordable accommodation for

local businesses.

The future minimum lease payments receivable under non-canceliable leases in future
years are:
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31 Mar 2018 31 Mar 2019
£'000 £'000

1,688 Not later than cne year 1,394

3,299 Later than one year and not later than five years 2,734

1,883 Later than five years 707

6,770 Lease receivable 4,835

The minimum lease payments receivable do not inciude rents that are contingent on
events taking place after the lease was entered into, such as adjustments following rent
reviews. In 2018/19 no contingent rents were receivable by MKDP.

10.RETIREMENT BENEFIT LIABILITIES

Local Government Pension Scheme

Participation in pension schemes

As part of the terms and conditions of employment of its officers, the Partnership makes
contributions towards the cost of post-employment benefits. Although these benefits will
not actually be payable until employees retire, the Partnership has a commitment to make
the payments that need to be disclosed at the time that employees earn their future
entitlement.

The Partnership participates in one pension scheme —

e The Local Government Pension Scheme, administered locally by Buckinghamshire
County Council. This is a funded defined benefits final salary scheme, meaning that
the Partnership and employees pay contributions into a fund, calculated at a level
intended to balance the pension liabilities with investment assets.

Transactions relating to Post-employment Benefits

The Partnership recognises the cost of retirement benefits in the reported Income
Statement when they are earned by employees, rather than when the benefits are
eventually paid as pensions.

The following transactions have been made in the Income Statement and Statement of
Comprehensive Income during the year:
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31 Mar 2018 31 Mar 2019
£'000 £000
Income Statement
Cost of Senvices
Service cost comprising:

177 Senice Cost
9 Net interest expense
186 Total Post Employment Benefits Charged to the Income

Cther Post Employment Benefits Charged to the Income

Remeasurement of the net defined benefit liability compromising:
Retum on plan assets (excluding the amount included in the net

17  interest expense) 19
Actuarial gains and (locsses) arising on changes in demographic

0 assumptions 67

Actuarial gains and (losses) arising on changes in financial

49 assumptions (76)

0 Experience gain/(loss) on defined benefit obligation 0

0 Other actuarial gains/{losses) on assets 0
Total Actuarial Gain/Loss on Pension Assets charges to the

66 Comprehensive Income Statement 10

252 Total Post Employment Benefits Charged to the Income 254

58 Employers Contributions Payable to Scheme 12

Pensions Assets and Liabilities Recognised in the Balance Sheet

The amount included in the Balance Sheet arising from the Partnership obligation in
respect of its defined benefit plan as follows:

31 Mar 2018 31 Mar 2019
£000 £000

(1,014} Present Value of the defined obligations (1,317)

634 Fair Value of plan assets 792

Net Liability arising from Defined Benefit Obligations T (525)
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Reconciliation of the Movements in the Fair Value of Scheme {Plan) Assets

31 Mar 2018 31 Mar 2019
£'000 £'000
504 Opening fair value of scheme assets 634
15 Interest on assets 18
Remeasurement gain/(loss):
The retum on plan assets, excluding the amount included in the
17 net interest expense 19
0 Other actuarial gains/(losses) 0
0 Administrative expenses 1
58 Contribution by employer 72
40 Contribution by Scheme participants 50
0 Estimated Benefits paid 0
634 Closing fair value of scheme assets 792

Reconciliation of Present Value of scheme Liabilities (Defined Benefit Obligation)

31 Mar 2018 31 Mar 2019
£'000 £'000
822 Opening balance at 1st April 1,014
177 Current Senice Cost 217
24 Interest Cost 27
40 Contribution by scheme participants 50
Measurement (gain)/loss:
Actuarial gains/losses arising from changes in demographic
0 assumptions (67
Actuarial gains/losses arising from changes in financial
{49) assumptions 76
0 Experience loss/{gain) on defined benefit obligation 0
0 Estimated benefits paid net of transfer in 0
" 1,014 Closing balance at 31st March - 4,317

Local Government Pension Scheme assets comprised:

The return on the pension fund for the year ending 31 March 2019 is estimated to be 5%.
The actual return on Fund assets over the year may be different.

The estimated assets allocation for Milton Keynes Development Partnership as at 31
March 2019 is shown on the following page:
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31 Mar 2018 31 Mar 2019
£'000 % £'000 %

57 9% Gilts 98 12%
357 56% Equities 403  51%
83 13% Other Bonds 118 15%
46 7% Property 62 8%
24 4% Cash 25 3%
7 1% Altemative Assets 6 1%
30 5% Hedge Funds 43 5%
30 5% Absoclute retum Portfolio 37 5%
634 100% Total Assets 792  100%

Basis for estimating assets and liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit
method, an estimate of the pensions that will be payable in future years dependent on
assumptions about mortality rates, salary levels etc. The Local Government Pension
Scheme have been estimated by Waddingham Public Sector Consulting, an independent
firm of actuaries, estimates for the Partnership fund being based on the latest full valuation
of the scheme as at 31 March 2019.

The significant assumptions used by the actuary have been:

31 Mar 2018 31 Mar 2019
£'000 £'000
Mortality assumptions:
Longevity at 65 for current pensioners:
240 Men 22.9
26.1 Women 24.8
Longevity at 65 for future pensioners
26.2 Men 24.6
28.4 Women 26.6
2.3% Rate of inflation (RPI) 2.4%
1.3% Rate of inflation (CPI) 1.4%
3.8% Rate of increase in salaries 3.9%
2.3% Rate of increase in pensions 2.4%
2.6% Rate for discounting scheme liabilities 2.5%

These assumptions are set with reference to market conditions at 31 March 2019. The
estimated duration of the Employer’s liability is 25 years.

The estimation of the defined benefit obligations is also sensitive to the actuarial
assumptions used by the actuary:

e The cost of a pension arrangement requires estimates regarding future experience.
The financial assumptions used by the actuary are largely prescribed at any point
and reflects market conditions at the reporting date. Changes in market conditions
that result in changes in the net discount rate (essentially the difference between
the discount rate and the assumed rates of increase of salaries, deferred pension
revaluation or pensions in payment) can have a significant effect on the value of the
liabilities reported. In order to quantify the impact of a change in the financial
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assumptions used, the actuary has calculated and compared the value of the
scheme liabilities as at 31 March 2019 on varying bases;

= A reduction in the net discount rate will increase the assessed value of liabilities as
a higher value is placed on benefits paid in the future. A risk in the net discount rate
will have an opposite effect of similar magnitude;

* There is also uncertainty around life expectancy of the UK population. The value of
current and future pension benefits will depend on how long they are assumed to be
in payment. To quantify the uncertainty around life expectancy, the actuary has
calculated the difference in cost to the council of a one year increase in life
expectancy. For sensitivity purposes, this is assumed to be an increase in the cost
of benefits of broadly 3 to 5%. In practice the actual cost of a one year increase in
life expectancy will depend on the revised assumptions (i.e. if improvements to
survival rates predominately apply at younger or older ages.)

The estimations in the sensitivity analysis have followed the accounting policies for the
scheme, i.e. on an actuarial basis using the projected unit credit method. The methods and
types of assumptions used in preparing the sensitivity analysis below did not change from
those used in previous year.

31 March 2018  Sensitivity Analysis 31 March 2019

£000 £'000 £'000 £'000 £'000 £000
+0.1% 0.0% -0.1% Adjustment to discount rate +0.1% 0.0% -0.1%

990 1,014 1,038 Present value of total obligation 1,303 1,335 1,367

221 226 21 Projected senice cost 265 277 284
+0.1% 0.0% -0.1% Adjustment to long term salary increase +0.1% 0.0% -0.1%
1,016 1,014 1,012 Present value of total obligation 1,338 1,335 1,332

266 226 226 Projected senice cost 277 277 277

+0.1% 0.0% -0.1% Adjustment to pension increases and deferred revaluation +0.1% 0.0% -0.1%
1,036 1,014 992 Present value of total obligation 1,365 1,335 1,306
231 226 221 Projected senice cost 284 277 270

Scheduled contributions:

The minimum employer contributions due from MKDP te the fund over this inter-valuation
period are an annual contribution of 13.5%.

MKDP may pay further amounts at any time and future periodic contributions, or the timing
of contributions may be adjusted on a basis approved by the Actuary.
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11.RESERVES

The profit or loss reserves held by the Milton Keynes Development Partnership are
detailed below:

31 Mar 2018 31 Mar 2019
£'000 £000
Restated
14,223 Distributable Reserves 25,340
10,573 Non-Distributed Reserves 20,256
24,796 Total Reserves 45,596

Distributable Reserves

This reserve will be used to fund capital and development expenditure in 2019/20 and
future years.

Non-Distributed Reserves

This reserve includes revaluations gains and pensions reserves set aside to fund any
adverse impact on future year's valuations on both the pension fund and MKDP’s assets.

12. FINANCIAL INSTRUMENTS

International Financial Reporting Standard IAS 39 Financial Instruments Recognition and
Measurement, IAS 32 Financial Instruments Presentation and IFRS 7 Financial
Instruments Disclosures require that all LLP’s provide information about the impact of
financial instruments on their risk profile, how the risks arising from financial instruments
might affect their performance and financial condition, and how these risks are being
managed.

a. Financial Instrument Balances

The investments, trade debtors and creditors disclosed in the Balance Sheet are made up
of the following categories of financial instruments:

30



Notes to Financial Statements

Long Term Short Term Long Term Short Term
31 Mar 2018 31 Mar 2018 31 Mar 2019 31 Mar 2019
£'000 £000 £'000 £000

Restated  Restated

Loans and Receivables

1] 21,014 Loans and Receivables 0 31,503
0 104 Trade and other receivables 0 3,310
0 147 Cash & Cash Equivalents 0 0
0 21,265 Total Loans and Receivables 0 34,813
Financial Liabilities measured at
Amortised Cost
30,922 9,294 Trade and Other Payables 0 42,109
Total Financial Liabilities measured
30,922 9,294 at Amortised Cost 0 42,109

The 2018 Long Term Trade and Other Payables figure represents the amount owed to
Milton Keynes Council who funded the purchase of the assets from the Homes and
Community Agency. This debt was passed to MKDP along with the assets. The loan was
refinanced and so has been moved to Short Term in 2019.

b. Reclassifications of financial instruments

During the year there have been no reclassifications between financial assets measured at
fair value and those measured at amortised cost.

¢. De-recognition of financial instruments

There have been no financial assets transferred in such a way that the assets did not
qualify for de-recognition during the year.

d. Allowance account for credit iosses

Each class of debt has been reviewed and there is no impairment resulting from issues
such as changes in the economic climate or the financial position of the debtor. This is
known as the incurred losses method.

e. Defaults and Breaches

Milton Keynes Development Partnership does not have any loans and therefore have been
no breaches or defaults in year.

f. Financial Instruments Income, Expenses, Gains and Losses

In the year there are no income, expenses, gains and losses recognised in the Income
Statement in relation to financial instruments.

g. Fair Value of Assets and Liabilities Carried at Amortised Cost

Financial liabilities and financial assets are represented by loans and receivables and
carried in the Balance Sheet at amortised cost. Their fair value can be assessed by
calculating the present value of the cash flows that will take place over the remaining term
of the instruments, using the following assumptions:
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» The fair value of trade and other receivables is taken to be the invoiced or billed
amount.

» Where an instrument will mature in the next 12 months, the carrying amount is
assumed to be approximate to fair value.

Trade receivables, trade payables, Cash and Cash Equivalent and Investments are all
carried at cost as this is a fair approximation of their value.

h. Nature and Extent of Risks Arising from Financial instruments

The Partnership activities expose it to a variety of financial risks:

o Credit Risk — the possibility that other parties might fail to pay amounts due to the
Partnership;

* Liquidity Risk — the possibility that the Partnership might not have funds available to
meet its commitments to make payments;

o Market Risk — the possibility that financial loss might arise for the Partnership as a
result of changes in such measures as interest rates and stock market movements.

Credit Risk

Credit risk arises from exposures to the Partnerships customers. Customers for goods and
services are assessed taking into account their financial position, past experience and
other factors, with individual credit limits being set in accordance with internal ratings in
accordance with parameters set by the Partnership. The Partnership is not therefore
currently exposed to credit risk.

We have assessed the inflows and outflows of the Partnership and as the majority of
income is billed in advance we can confirm that there is no risk to the entity.

Liquidity Risk

The liquidity risk is that the Partnership may have to raise loans at a time of unfavourable
interest rates. In this instance short term loans will be taken until rates become favourable.

Milton Keynes Development Partnership does not have any current financial liabilities in
the form of borrowing at 31 March 2019. The Partnership is not therefore currently
exposed to liquidity risk.

Market Risk

The Partnership is not currently exposed to risk in terms of its exposure to interest rate
movements as Milton Keynes Development Partnership does not have any borrowings
with financial institutions at 31 March 2019.

Price Risk

The Partnership does not invest in equity shares and therefore is not exposed to losses
arising from movements in the prices of shares.
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Foreign Exchange Risk

The Partnership has no financial assets or liabilities denominated in foreign currencies and
therefore have no exposure to loss arising from movements in exchange rate.

13.RELATED PARTIES

The Milton Keynes Development Partnership is required to disclose any transactions with
related parties - bodies or individuals that have the potential to centrol or influence the
Partnership or to be controlled or influenced by the Partnership. Disclosure of these
transactions allows an assessment of the extent to which the Partnership might have been
constrained in its ability to operate independently or might have secured the ability to limit
another party’s ability to bargain freely with the Milton Keynes Development Partnership.

Members

All staff employed by the Partnership is required to declare any interest or involvement
with a third party which could give rise to a related party transaction. In accordance with
the Statement of Recommended Practice the disclosures made by key management
personnel have been considered.

Board members have direct control over the MKDPs financial and operating policies.

Officers

Officers of the Partnership do not have an interest in any such bodies or have any direct
control over the Partnerships financial and operating policies.

Milton Keynes Development Partnership is wholly owned by Milton Keynes Council (MKC).
In 2018/19 MKDP received income of £0.013m from MKC and incurred expenses of
£0.756m for works undertaken by MKC for MKDP.

At the 31 March 2019, the outstanding amounts owed to MKC, excluding loan transactions

totalled £0.873m, and the total amount due from MKC was £0.500m due to recharge of
costs for Tickford Fields.
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14.CORRECTION OF PRIOR PERIOD ACCOUNTING ERRORS IAS 8

During the year, Milton Keynes Council (MKC) decided that the monies advanced to Milton
Keynes Development Partnership (MKDP), in accordance with the provisions of the initial
LLP agreement, constituted State Aid, and, accordingly, rather than interest free until
March 2018, interest at the prevailing rate is to be charged to MKDP by MKC from the
inception of the advance. The Board of MKDP have accepted the instruction of the
members of MKDP to provide for interest in this respect.

The monies advanced were applied for the purposes of acquiring property assets from the
Homes and Communities Agency, and, therefore, a prior year adjustment and provision in
respect of historic interest is required for the periods to 31 March 2018 in the sum of
£5.542 million. Interest for the current year is provided in the normal way.

MKDP secured a new loan totalling £30m with MKC on 11 November 2019.

The interest due for prior years is set out below:

Interest

Financial period charge
£000

Period ended 31 March 2014 1,289
Year ended 31 March 2015 1,065
Year ended 31 March 2016 1,012
Year ended 31 March 2017 1,115
Year ended 31 March 2018 1,061
Total 5,542

Financial statement extracts of MKDP would appear as follows after the retrospective
correction of the prior period accounting error:

Income Statement for prior periods

Prior Year
Reported adjustment Restated
£000 £'000 £'000

Period ended 31 March 2014

Finance Costs 0 (1,289) (1,289)
Profit for the Financial year 4,225 (1,289) 2,936
Year ended 31 March 2015

Finance Costs 0 (1,065) {1,065)
Profit for the Financial year 736  (1,0895) (329)
Year ended 31 March 2016

Finance Costs 0 (1,012) (1,012)
Profit for the Financial year 4,229 (1,012) 3,217
Year ended 31 March 2017

Finance Costs 0 (1,115) (1,115)
Profit for the Financial year 7,178 (1,115) 6,063
Year ended 31 March 2018

Finance Costs 0 (1,081) 1,061
Profit for the Financial year 13,879 (1,061) 12,818
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Balance sheet for prior periods

Prior Year
Reported adjustment Restated
£'000 £'000 £'000

31 March 2014

Trade and Other Payables (1,641) (1,289) (2,930)
Current Liabilities (1,641)  (1,289) (2,930)
Net Current Assets 35,854 (1,289) 34,565
Net Assets 4224  {1,289) 2,935
31 March 2015

Trade and Other Payables (1,711)  (2,354) (4,065)
Current Liabilities (1,711)  (2,354) (4,065)
Net Current Assets 654 (2,354) {1,700)
Net Assets 4,937 (2,354) 2,583
31 March 2016

Trade and Other Payables (2,367) (3,366) (5,733)
Current Liabilities (2,367) (3,366) (5,733)
Net Current Assets 3,636  (3,366) 170
Net Assets 9,402  (3,366) 6,036
31 March 2017

Trade and Other Payables 2,426  (4,481) (2,055)
Current Liabilities 2,426  (4,481) (2,055)
Net Current Assets 11,043  (4,481) 6,562
Net Assets 16,395  (4,481) 11,914
31 March 2018

Trade and Other Payables (3,750) (5,542) (8,292)
Current Liabilities (3,750) (5,542) (9,292)
Net Current Assets 27,481 (5,542) 21,939
Net Assets 30,340 (5,542) 24,798
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