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| NARRATIVE REPORT
1.01 INTRODUCTION

The Statement of Accounts summarises the financial performance for financial year 2019/20 and the overall financial position of the Council. This
Narrative Report explains the most significant matters reported in the accounts and provides a simple summary of the Council’s overall financial
position.

The Statement of Accounts for 2019/20 has been prepared on an International Financial Reporting Standards (IFRS) basis. The framework within
which these Accounts are prepared and published is regulated by the Chartered Institute of Public Finance and Accountancy (CIPFA).

Whilst these accounts are presented as simply as possible, the use of some technical terminology cannot be avoided. To aid a better understanding
of the terminology used, a glossary of the terms is included at the end of the document. An explanation of the key financial statements including
explanatory notes and other relevant supplementary information is also provided.

The key financial statements set out within this document include:

¢ The Statement of Responsibilities declares the respective responsibilities of the Council and the Head of Corporate
Services and Section 151 Officer for the production of the Statement of Accounts.

¢ The Expenditure and Funding Analysis is a note to the financial statements, rather than a key statement. It shows
all income and expenditure incurred by the Council throughout the year under statutory funding provisions and the
adjustments that are required to these figures to produce the Comprehensive Income and Expenditure Statement
under generally accepted accounting practices.

¢ The Movement in Reserves Statement (MiRS) — this Statement sets out the movement on the different reserves held
by the Council which are analysed into usable and unusable reserves. It analyses the increase or decrease in net worth of the
Council as a result of incurring expenses, gathering income and from movements in the fair value of the assets. It also analyses
the movement between reserves in accordance with statutory provisions.

e The Comprehensive Income and Expenditure Statement (CIES) — this Statement brings together all the functions of
the Council and summarises all the resources it has generated, consumed or set aside in providing services during the year. As
such, it is intended to show the true financial position of the Council, before allowing for the concessions provided by statute
to raise council tax according to different rules and the ability to divert particular expenditure to be met from capital resources.
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| NARRATIVE REPORT

e The Balance Sheet — this records the Council’s year-end financial position. It shows the balances and reserves at the
Council’s disposal, its long-term debt, net current assets or liabilities, and summarises information on the non-current assets
held. Reserves are reported in two categories. The first category of reserves are usable reserves, i.e. those reserves that the
Council can use to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations
on their use (for example the Capital Receipts Reserve that may only be used to fund capital expenditure or repay debt). The
second category of reserves is those that the Council cannot use to provide services. This category of reserves includes
reserves that hold unrealised gains and losses (for example the Revaluation Reserve), where amounts would only become
available to provide services if the assets are sold; and reserves that hold timing differences shown in the Movement in Reserves
Statement line ‘Adjustments between accounting basis and funding basis under regulations’.

e The Cash Flow Statement — this summarises the inflows and outflows of cash arising from transactions with third parties
for both capital and revenue.

¢ Notes to the Financial Statements — the notes provide more detail about the items contained in the key financial
statements, the Council’'s Accounting Policies and other information to aid the understanding of the financial statements.

o The Collection Fund - the Council is responsible for collecting council tax and local business rates. The proceeds of council tax are
distributed to the Council, Hampshire County Council, Hampshire Police Authority, Hampshire Fire and Rescue Authority and local
town/parish councils. Local business rates are distributed between the Council, the Government, Hampshire County Council and
Hampshire Fire and Rescue Authority. The Fund shows the income due and application of the proceeds.

The Independent Auditor’s Report explains how the Council’s auditors, Ernst and Young LLP, plan their audit and the basis on which they
provide an opinion on the Council’s Statement of Accounts. It also gives the auditor’s opinion on the Council’s arrangements for securing
economy, efficiency and effectiveness in the use of resources in the year.

The Annual Governance Statement accompanies the Statement of Accounts and explains how the Council ensures that its business is
conducted in accordance with the law and proper standards, and that public money is safeguarded and properly accounted for, and used
economically, efficiently and effectively. It is not covered by the auditor’s opinion but is considered by the auditor and reported on by exception
in the auditor’s report if it is not compliant with proper practice.
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1.02 HART DISTRICT

Hart District is primarily rural, covers some 21,500 hectares (83 sq. miles) and is situated in north—east Hampshire, bordering both Surrey and
Berkshire. It is a popular place to live, as it benefits from low unemployment, low crime rates and good schools. It has a healthy, active population
with high participation in sports and leisure. There are approximately 95,000 residents and an estimated 36,000 homes in Hart. There is an
increasing and ageing population, with the number of residents expected to rise to 105,800 by 2024 and increases expected in older age groups
in particular. The main centres of population including Fleet, Yateley and Blackwater/Hawley are in the north and east of the district and just over

30% of the population live in the rural areas.

1.03 HART DISTRICT COUNCIL

Hart District Council (“the Council”) comprises 33 Councillors who represent their || wards. Each ward has 3 Councillors who represent it,
although once elected Councillors will make decisions for the whole district, not just for the ward they were elected for. Elections are held in 3
out of every 4 years, with one seat in each ward contested at each election. The political make-up of the Council is currently: Conservative Party
I I, Community Campaign Hart 10, Liberal Democrat Party |1, and one independent councillor.

The Council is a multifunctional organisation. Its policies are directed by the political leadership and implemented by the Officers of the Council.

The Council has adopted the Leader and Cabinet model as its political management structure. The Leader of the Council has responsibility for
the appointment of members of the Cabinet, the allocation of Portfolios and the delegation of Executive Functions. Cabinet Members are held

to account by a system of scrutiny.

Supporting the work of Councillors is the organisational structure of the Council headed by the Joint Chief Executives, who are supported by
four Heads of Service.

During the year the Council establishment was 103 full-time equivalent employees. Most services are outsourced or shared with other councils.
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| NARRATIVE REPORT

1.04 CORPORATE STRATEGY

The Council has adopted a 5-year Corporate Plan for the period 2017-2022. It provides a focus for our activities and services and will inform
decision making and allocation of resources across the Council. The Corporate Plan is centred around four priorities:

. A Thriving Local Economy

. A Clean, Green and Safe Environment
. Healthy Communities and People

. An Efficient and Effective Council

The Corporate Plan is underpinned by a Service Plan which will run for the lifetime of the plan and be updated annually. This shows in detail how
the Council will make progress against the priorities in the Corporate Plan. Each year a review is undertaken to update the Service Plan and
ensure it continues to highlight the significant projects that the Council is taking forward in pursuit of its four corporate priorities.

For the 2020/21 Service Plan, measures that the Council intends to deliver include delivering the climate change action plan, delivering new ways
of working, supporting local communities to have more say in the future of their area, promoting the delivery of affordable housing and
infrastructure in new developments, and initiatives to ensure the Council can achieve a greater level of financial self-sustainability.

In addition to the Service Plans, new obligations were placed upon the Council on the 22 March 2020 which include;

distribution of discretionary business grants,

support to the shielding and extremely vulnerable

distribution of the hardship fund and emergency discharge from hospital

providing support for businesses, including those moving to new takeaway services
reopening of the high streets and ensuring safe spacing

increased requirements to ensure no rough sleepers and increased communication requirements as part of the Council’s statutory
duties to “warn and inform”
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Achievements in 2019/20

The Council has made progress in a number of areas over the 2019/20 financial year. The majority relate to activities committed to in the 2017
— 2022 Corporate Plan, although it has also taken advantage of opportunities that have arisen throughout the year.

Achievements include:
e Launched our new vision for 2040
e Transitioned our Payroll and HR in-house from our outsourced provider
e Opened a brand new country park at Edenbrook
e Secured £4.3m funding for a link between Fleet Railway Station, Fleet Pond and Hartland Village
e Started a £400k refurbishment of Frogmore Leisure Centre

e Received the Gold Stray Dogs Footprint Award, from the RSPCA, for the 8" year
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I NARRATIVE REPORT
1.05 FINANCIAL PERFORMANCE - REVENUE

The Council’s actual outturn for 2019/20 was a net nil spend after accruals, carry forwards and transfers to reserves.

Revenue Budget Outturn Approved Budget Actual Expenditure Variance

2019/20 2019/20 2019/20

, - £000 ~ £000 _ £000
Corporate Services 4,899 4,656 (243)
Customer Services 990 528 (462)
Place Services 1,610 1,543 (67)
Environment & Technical 2,327 2,256 (71)
Total Net Service Expenditure 9,826 8,983 (843)
Debt Interest and MRP 457 457 0
New Homes Bonus (2,283) (2,283) 0

8,000 7,157 (843)
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| NARRATIVE REPORT
1.06 CAPITAL BUDGET

The overall performance against the 2019/20 capital budget is shown in the table below:

Corporate Services 497 7,406 6,909
Community 530 1,256 726
Place 0 40 40
Environment and Technical 2,724 581 (2,143)

3,751 9,283 5,532

The significant capital expenditure in 2019/20 was on Investment Property and Office premises in Hedge End. This expenditure was subject to
further budget approval in year. Disabled Facilities Expenditure is within Community Services and also makes up a large area of expenditure and

increased expenditure in this area was subject to further budget approval.
The main areas of variation contributing to the overall Net Overspend were as follows:

Corporate Services

The significant variation is due to the deposit paid on the commercial development at Edenbrook and the purchase of the Pavilion offices in

Southampton.

Community Services

The variation in expenditure is due to over performance on the delivery of Disabled Facilities grant. This was expected and was funded by

previous year’s carry forward creating an earmarked reserve.

Hart District Council -9-
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| NARRATIVE REPORT

Place Services
During the year, an opportunity was provided to purchase the MFDs (multi-functional devices for scanning, photocopying, and printing) rather
than leasing. A value for money decision demonstrated it was better value to purchase.

Environment and Technical Services
There is a significant underspend of £2.Im in this service area. Most of this underspend is made up of four key projects:

o

o 0O

Bramshot Country Park underspent by £1,044k due to delays in delivery caused by adverse weather.

A budget of £220k was provided for waste vehicles which was not spent in year.

There were delays in delivering the Edenbrook Skate and Bike Part which had a £220k budget allocated to it.

Budgets were set aside to deliver £268k of works which will now be delivered as part of the Green corridor project so were
not delivered in year.

The capital programme for 2019/20 was financed as follows:

Unfinanced capital spend 7,587
Government Grants 1,346
Direct Revenue Contributions 21
Usable Capital Receipts / Earmarked Reserves 329

9,283

1.07 PENSION LIABILITY

The application of International Accounting Standard (IAS) 19 has resulted in a pension liability of £27.88m shown in the Balance Sheet, an
increase of £3.03m in the year.
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| NARRATIVE REPORT

The liability represents our share of the liability to Hampshire County Council's Pension Fund. This amount is matched by a Pensions Reserve
also shown on the Balance Sheet and therefore has no immediate impact on the Council's overall financial position and its General Fund Balances
(small differences may arise over the balance sheet date due to accruals being made for invoices not yet received).

Further details are set out in the Accounting Policies and Pension Note (Note 5.15).

IAS19 does not directly impact on the actual level of employer contributions paid to the Hampshire County Council Fund. Employers’ levels of
contributions are determined by triennial actuarial valuations which are based on the Fund’s actual investment strategy (rather than being based
on corporate bond yields).

The movement to the Fund is set out in more detail in note 5.15. The total liability has an impact on the net worth of the Council as recorded
in the Balance Sheet. However, statutory arrangements for funding the deficit mean that the financial position of the council remains sound. The
deficit on the scheme will be recovered through increased contributions over the remaining life of the employees as assessed by the actuary.

1.08 FINANCIAL OUTLOOK

The Council has not received Revenue Support Grant from 2018/19. It is uncertain whether the Council will be able to achieve substantial
increases in Non-Domestic Rates once 75% retention is introduced as commercial development on a large scale is not anticipated. New Homes
Bonus funding is also likely to reduce significantly.

The Council was previously reliant on continuing housing development is likely leading to substantial increases in the council tax base and income
from the leisure outsourcing contract and commercial income to balance its medium term financial position. Following Covid-19 each of these
income streams contain an element of uncertainty. However, in the medium term the Council has sufficient reserves in place to deal with income
shortfalls. However, the long term financial sustainability of the Council relies on recovery to pre-Covid income levels to enable the Council to
become self-sufficient.

The Covid-19 outbreak will have a significant financial impact on the council in 2020/21 and the recovery will take place over a number of years.
The financial implications of the council’s recovery plan will not be fully understood. The council began to experience the impact of the outbreak
in March 2020 when a number of front-line service facilities were closed and supplier relief began to be provided to key contractors. There has
been an increase in claims for Local Council Tax Support and an expected reduction in business rate income due to business closures.
Consequently, the council will suffer significant reductions in income in 2020/21 and beyond. The council’s spending has also significantly increased
to cope with the outbreak. Whilst some Covid-19 financial support has been received from government, it is unclear as to the extent to which
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| NARRATIVE REPORT

all of the cost pressures and reductions in income will be reimbursed. This represents a financial risk to the council that will form part of future
medium term financial planning.

It should be noted that there is considerable uncertainty nationally about local government finance levels from 2021/22, as a Fair Funding Review
is currently under way which may lead to significant changes in the distribution of funding between council tiers.

Medium Term Financial Plan

The Medium Term Financial Plan (MTFP) is based on an analysis of the key influences on the Council’s future financial position and an assessment
of the main financial risks facing the Council. The financial forecast set out in the table below models income and expenditure and resources
available over the next four years, and is considered to be the most likely outcome based on forecasts and assumptions for pay and price inflation,

etc.

Given the uncertainty referred to above, the council continually models a range of MTFP scenarios. These are updated as more information
becomes available or assumptions change.

Hart District Council -12- Statement of Accounts 2019/2020
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Net Costs of Services

Debt Interest

New Homes Bonus

Net Budget Requirement

Retained Business Rates
Revenue Support Grant
Collection Fund surplus/deficit
NNDR Reserve

Council Tax Income

Council Tax Increase

S106 Receipts
SANG Receipts
Commercial Income Target

MRP/Loan repayments

To/From Reserves

10,189

10,394 10,600

12 12 12
(2,200) (1,171) (505)
8,001 9,235 10,107
(1,280) (1,320) (1,360)
0 0 0

0 0 0

0 0 0
(7,083) (7,362) (7,648)
(203) (205) (205)
(53) (53) (53)
(220) (220) (220)
0) (544) (1,090)
469 469 469
(369) 0 0

Hart District Council
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10 GLOSSARY

Cabinet
The Cabinet is the executive board responsible for undertaking all of the council’s functions, except those functions which are reserved to the full
council or delegated to committees or officers. When the executive councillors meet collectively they are known as the Cabinet.

Capital Adjustment Account

This account includes the amalgamated balances of the Property, Plant and Equipment Restatement Account and the Capital Financing Account at
31 March and holds financing transactions relating to capital expenditure.

Capital charges
Charges made to service expenditure accounts based on the service’s use of property, plant and equipment assets (depreciation and impairment)
plus credits relating to government grants and capital contributions used to pay for those assets.

Capital expenditure
Expenditure on the acquisition or enhancement of property, plant and equipment assets, Revenue Expenditure Financed by Capital under Statute
(REFCUS), advances (loans) or grants to other individuals/organisations.

Capital receipts
Income received from the sale of property, plant and equipment assets.

Central services to the public
This includes the costs of local tax collection, elections, emergency planning, local land charges and any general grants.

CIPFA
CIPFA is the Chartered Institute of Public Finance and Accountancy, which is the leading professional accountancy body for public services.

Code of Practice on Local Authority Accounting in the United Kingdom

Issued by CIPFA, this is the guidance which is followed when preparing these statements. It provides expert support in dealing practically with the
preparation of the year-end accounts and is the guidance by which every local authority must follow.

Hart District Council 16 Statement of Accounts 2019/2020



10 GLOSSARY

Collection fund
The fund into which are paid amounts of council tax and non-domestic rates and from which are met demands by county and district councils and

payments to the national non-domestic rates pool.

Community assets
Community assets are a class of property, plant and equipment assets which are expected to be held by the council in perpetuity. Examples include
parks, historic buildings and works of art.

Corporate and democratic core
Comprises all activities which local authorities engage in because they are elected, multi-purpose authorities. It includes the costs of the Head of the
Paid Service, costs of treasury management and bank charges and the costs of democratic representation.

Council tax

A local tax set by councils to help pay for local services. There is one bill per dwelling based on its relative value compared to others in the area.
There are discounts, including where only one adult lives in the dwelling. Bills will also be reduced for properties with people on low incomes, for
some people with disabilities and some other special cases.

Current service cost (pensions)
The increase in the present value of a defined scheme’s liabilities, expected to arise from employee service in the current period.

Current Value
The amount at which would be paid for the asset in its existing use.

Deferred credits
Income still to be received (or applied in the accounts) where deferred payments (or application) have been allowed. For example the principal
outstanding from the sale of former council houses (deferred capital receipts).

Defined Benefit scheme

A pension or other retirement benefit scheme other than a defined contribution scheme. Usually, the scheme rules define the benefits independently
of the contributions payable, and the benefits are not directly related to the investments of the scheme. The scheme may be funded or unfunded
(including notionally funded).
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Depreciation
Depreciation is the measure of the consumption or wearing out of the useful economic life of a property, plant and equipment asset.

Events after the balance sheet date
Significant events, favourable and unfavourable, that occur between the Balance Sheet date and the date when the Statement of Accounts is authorised
for issue.

Fair value
The price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date.

Finance lease
A lease that transfers substantially all of the risks and rewards of ownership of a property, plant and equipment asset to the lessee.

General Fund (GF)
This is the primary revenue account which records the cost of providing the majority of the council's services.

Housing Benefit
The housing benefit scheme is a national scheme administered at a local level by the council on the behalf of the Department for Work and Pensions.
It is a means-tested service where the council can pay all, or part of, a household’s rent or council tax, or both.

Housing benefit subsidy
The government reimburses the Council for most of the housing benefit payments made to residents plus an allowance to cover the costs of
administering the scheme.

International Accounting Standard |19 - Employee Benefits
This Standard is based on the principle that an organisation should account for retirement benefits when it is committed to give them, even if the

actual giving will be many years into the future.

Impairment
A reduction in the value of a property, plant and equipment asset below its carrying amount on the balance sheet.
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10 GLOSSARY

International financial reporting standards (IFRS)

Since 2010/1 | the Council has had to prepare its statements in line with International Financial Reporting Standards. On implementation, this resulted
in a significant change to the way that budgets and accounts are prepared with different accounting treatment being applied to asset valuations, leases,
some accruals and derivatives.

Lease
An agreement whereby the lessor conveys to the lessee in return for a payment or series of payments the right to use an asset for an agreed period
of time.

Liabilities
Amounts the authority either owes or anticipates owing to others, whether they are due for immediate payment or not.

Minimum revenue provision (MRP)
The minimum amount that the council must charge to the revenue account in the year in respect of the repayment of principal of borrowing for
capital purposes.

National non-domestic rates (NNDR) also known as Business Rates
The form of local taxation charged on non-residential premises at a level set by central government.

Net Book Value
The amount at which property, plant and equipment assets are included in the balance sheet i.e. their historical cost or fair value less the cumulative
amounts provided for depreciation and impairment.

Net service expenditure
Comprises of all expenditure less all income, other than income from council tax and revenue support grant, in respect of a particular service.

Non-distributed costs

Overheads for which no user now benefits and should not be apportioned to services. Costs generally included under this heading are those arising
from early retirement payments to the pension fund.
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10 GLOSSARY

Operating lease
A lease agreement in which substantially all of the risks and rewards of ownership of a property, plant and equipment asset remain with the lessor.

Outturn

The final total expenditure and income amount in any financial year.

Overheads

The costs of overheads and support services are charged to those services that benefit from the supply or service. The total absorption costing
principle is used — the full cost of overheads and support services are shared between users in proportion to the benefits received, with the exception
of:

Corporate and Democratic Core — costs relating to the Council’s status as a multi-functional, democratic organisation.

Non-distributed Costs — the cost of discretionary benefits awarded to employees retiring early and impairment losses chargeable on Assets Held
for Sale.

Past service cost

The increase in the present value of the pension scheme liabilities, related to employee service in prior periods arising in the current period as a
result of the introduction of, or improvement to, retirement benefits.

Precept

The charge made by another authority on the council to finance its net expenditure. The council currently has the following precepting authorities:
Hampshire County Council, Police and Crime Commissioner for Hampshire, Hampshire Fire and Rescue Authority and all the town and parish
councils in the district. _
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Prior period adjustments

The adjustments applicable to prior years arising from the correction of material errors.

Provisions

Amounts set aside for liabilities of uncertain timing or amount that have been incurred.

Related parties

This is defined under Financial Reporting Standard 8. The council is required to disclose material transactions with related parties, which can include
central government, subsidiary and associated companies, the Pension Fund, other councils, and chief and senior officers. IAS24 requires attention
to be drawn to the possibility that the reported financial position may have been affected by the existence of related parties and by material
transactions with them. Two or more parties are related parties when at any time during the financial period:

(2) one party has direct or indirect control of the other; or

(b) the parties are subject to common control from the same source; or

(c) one party has influence over the financial and operational policies of the other party to the extent that the other party might be inhibited from
pursuing at all times its own separate interests; or

d) the parties, in entering a transaction, are subject to influence from the same source to such an extent that one of the parties to the transaction
has subordinated its own separate interest.

Remuneration
All sums paid to or receivable by an employee and sums due by way of expenses allowances and the money value of any other benefits received
other than in cash (excludes employer pension contributions).

Reserves

The general capital and revenue balances of the council. There are two types of reserves which might be described as either available or not available
to finance expenditure. Revenue reserves which result from monies being set aside or surpluses or delayed expenditure can be spent or earmarked
at the discretion of the council (e.g. General Fund). The capital receipts reserve is also available to the extent allowed for by statute. However,
other capital reserves are not available to meet expenditure, e.g. the capital adjustment account.
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Revaluation reserve
This account includes transactions relating to the revaluation and impairment of the councils assets.

Revenue Expenditure
Day to day expenditure incurred in the provision of services including salaries and wages, transport and goods and services.

Revenue Expenditure Financed by Capital under Statute (REFCUS)
A type of capital expenditure which may be deferred but which does not give rise to tangible assets. Examples are renovation grants and disabled
facilities grants (grants to private individuals and companies to improve housing standards) and capital grants to other organisations.

Revenue Support Grant
A historic grant that used to be paid by the government in support of the Council’s revenue expenditure, as part of the Formula Grant.

Section |51 Officer

Another term to describe the Statutory Chief Financial Officer of the council with responsibilities as set out in the Statement of Responsibilities for
the Statement of Accounts and within Section 151 of the Local Government Act.
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I 1 INDEPENDENT AUDITOR’S REPORT

Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
The maintenance and integrity of the Hart District Council web site is the responsibility of the directors; 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.
Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF HART DISTRICT
COUNCIL

Opinion

We have audited the financial statements of Hart District Council for the year ended
31 March 2020 under the Local Audit and Accountability Act 2014. The financial
statements comprise the:

Comprehensive Income and Expenditure Statement,

Movement in Reserves Statement,

Balance Sheet,

Cash Flow Statement,

Collection Fund, and

The related notes 1 to 7 of the Authority’s Financial Statements, notes 8 of
the Collection Fund, and note 9.

The financial reporting framework that has been applied in their preparation is
applicable law and the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2019/20.

In our opinion the financial statements:
¢ give a true and fair view of the financial position of Hart District Council as at
31 March 2020 and of its expenditure and income for the year then ended:
and
» have been prepared properly in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2019/20.

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 below. We are independent of the [authority/group]
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 the
Comptroller and Auditor General's (C&AG) AGNO1, 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:

 the Head of Corporate Resources (S151 Officer)’s use of the going concern basis
of accounting in the preparation of the financial statements is not appropriate; or

» the Head of Corporate Resources (S151 Officer) has not disclosed in the financial
statements any identified material uncertainties that may cast significant doubt
about the Authority's ability to continue to adopt the going concern basis of



accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Other information

The other information comprises the information included in the Statement of
Accounts, other than the financial statements and our auditor’s report thereon. The
Head of Corporate Resources (S151 Officer) is responsible for the other information.

Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in this report, 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
materially 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.

Opinion on other matters prescribed by the Local Audit and Accountability Act
2014

Arrangements to secure economy, efficiency and effectiveness in the use of
resources

In our opinion, based on the work undertaken in the course of the audit, having
regard to the guidance issued by the Comptroller and Auditor General (C&AG) in
April 2020, we are satisfied that, in all significant respects, Hart District Council put in
place proper arrangements to secure economy, efficiency and effectiveness in its use
of resources for the year ended 31 March 2020.

Matters on which we report by exception

We report to you if:

 in our opinion the annual governance statement is misleading or inconsistent
with other information forthcoming from the audit or our knowledge of the
Council;

« we issue a report in the public interest under section 24 of the Local Audit
and Accountability Act 2014,

e we make written recommendations to the audited body under Section 24 of
the Local Audit and Accountability Act 2014,

« we make an application to the court for a declaration that an item of account
is contrary to law under Section 28 of the Local Audit and Accountability Act
2014;

e we issue an advisory notice under Section 29 of the Local Audit and
Accountability Act 2014; or

« we make an application for judicial review under Section 31 of the Local Audit
and Accountability Act 2014.



We have nothing to report in these respects
Responsibility of the Head of Corporate Resources (5151 Officer)

As explained more fully in the Statement of Responsibilities set out on page 15, the
Head of Corporate Resources (S151 Officer) is responsible for the preparation of the
Statement of Accounts, which includes the financial statements, in accordance with
proper practices as set out in the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2019/20, and for being satisfied that they
give a true and fair view.

In preparing the financial statements, the Head of Corporate Resources (S151
Officer) is responsible for assessing the Authority’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 Authority either intends to cease
operations, or have no realistic alternative but to do so.

The Authority is responsible for putting in place proper arrangements to secure
economy, efficiency and effectiveness in its use of resources, to ensure proper
stewardship and governance, and to review regularly the adequacy and effectiveness
of these arrangements.

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 an auditor’s report that includes our opinion. Reasonable
assurance is a high level 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,

Scope of the review of arrangements for securing economy, efficiency and
effectiveness in the use of resources

We have undertaken our review in accordance with the Code of Audit Practice,
having regard to the guidance on the specified criterion issued by the Comptroller
and Auditor General (C&AG) in April 2020, as to whether Hart District Council had
proper arrangements to ensure it took properly informed decisions and deployed
resources to achieve planned and sustainable outcomes for taxpayers and local
people. The Comptroller and Auditor General determined this criterion as that
necessary for us to consider under the Code of Audit Practice in satisfying ourselves
whether Hart District Council put in place proper arrangements for securing
economy, efficiency and effectiveness in its use of resources for the year ended 31
March 2020.



We planned our work in accordance with the Code of Audit Practice. Based on our
risk assessment, we undertook such work as we considered necessary to form a
view on whether, in all significant respects, Hart District Council had put in place
proper arrangements to secure economy, efficiency and effectiveness in its use of
resources.

We are required under Section 20(1)(c) of the Local Audit and Accountability Act
2014 to satisfy ourselves that the Authority has made proper arrangements for
securing economy, efficiency and effectiveness in its use of resources. The Code of
Audit Practice issued by the National Audit Office (NAO) requires us to report to you
our conclusion relating to proper arrangements.

We report if significant matters have come to our attention which prevent us from
concluding that the Authority has put in place proper arrangements for securing
economy, efficiency and effectiveness in its use of resources. We are not required to
consider, nor have we considered, whether all aspects of the Authority’s
arrangements for securing economy, efficiency and effectiveness in its use of
resources are operating effectively.

Certificate

We certify that we have completed the audit of the accounts of Hart District Council in
accordance with the requirements of the Local Audit and Accountability Act 2014 and
the Code of Audit Practice issued by the National Audit Office.

Use of our report

This report is made solely to the members of Hart District Council, as a body, in
accordance with Part 5 of the Local Audit and Accountability Act 2014 and for no
other purpose, as set out in paragraph 43 of the Statement of Responsibilities of
Auditors and Audited Bodies published by Public Sector Audit Appointments Limited.
To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Authority and the Authority’s members as a body, for our audit
work, for this report, or for the opinions we have formed.

MDUI'/\ Jujfef
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\,

Kevin Suter (Key Audit Partner)
Ernst & Young LLP (Local Auditor)
Southampton

26 November 2020
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	Hart District Council -2 -Statement of Accounts 2019/2020 
	I NARRATIVE REPORT 
	I NARRATIVE REPORT 
	1.0 I INTRODUCTION 
	1.0 I INTRODUCTION 
	The Statement of Accounts summarises the financial performance for financial year 2019/20 and the overall financial position of the Council. This Narrative Report explains the most significant matters reported in the accounts and provides a simple summary of the Council's overall financial position. 
	The Statement of Accounts for 2019/20 has been prepared on an International Financial Reporting Standards (IFRS) basis. The framework within which these Accounts are prepared and published is regulated by the Chartered Institute of Public Finance and Accountancy (CIPFA). 
	Whilst these accounts are presented as simply as possible, the use of some technical terminology cannot be avoided. To aid a better understanding of the terminology used, a glossary of the terms is included at the end of the document. An explanation of the key financial statements including explanatory notes and other relevant supplementary information is also provided. 
	The key financial statements set out within this document include: 
	• 
	• 
	• 
	The Statement of Responsibilities declares the respective responsibilities of the Council and the Head of Corporate Services and Section 151 Officer for the production of the Statement of Accounts. 

	• 
	• 
	The Expenditure and Funding Analysis is a note to the financial statements, rather than a key statement. It shows all income and expenditure incurred by the Council throughout the year under statutory funding provisions and the adjustments that are required to these figures to produce the Comprehensive Income and Expenditure Statement under generally accepted accounting practices. 

	• 
	• 
	The Movement in Reserves Statement (MiRS) -this Statement sets out the movement on the different reserves held by the Council which are analysed into usable and unusable reserves. It analyses the increase or decrease in net worth of the Council as a result of incurring expenses, gathering income and from movements in the fair value of the assets. It also analyses the movement between reserves in accordance with statutory provisions. 

	• 
	• 
	The Comprehensive Income and Expenditure Statement (CIES) -this Statement brings together all the functions of the Council and summarises all the resources it has generated, consumed or set aside in providing services during the year. As such, it is intended to show the true financial position of the Council, before allowing for the concessions provided by statute to raise council tax according to different rules and the ability to divert particular expenditure to be met from capital resources. 
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	I NARRATIVE REPORT 
	I NARRATIVE REPORT 
	• 
	• 
	• 
	The Balance Sheet -this records the Council's year-end financial position. It shows the balances and reserves at the Council's disposal, its long-term debt, net current assets or liabilities, and summarises information on the non-current assets held. Reserves are reported in two categories. The first category of reserves are usable reserves, i.e. those reserves that the Council can use to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations on their use

	• 
	• 
	The Cash Flow Statement -this summarises the inflows and outflows of cash arising from transactions with third parties for both capital and revenue. 

	• 
	• 
	Notes to the Financial Statements -the notes provide more detail about the items contained in the key financial statements, the Council's Accounting Policies and other information to aid the understanding of the financial statements. 

	• 
	• 
	The Collection Fund -the Council is responsible for collecting council tax and local business rates. The proceeds of council tax are distributed to the Council, Hampshire County Council, Hampshire Police Authority, Hampshire Fire and Rescue Authority and local town/parish councils. Local business rates are distributed between the Council, the Government, Hampshire County Council and Hampshire Fire and Rescue Authority. The Fund shows the income due and application of the proceeds. 


	The Independent Auditor's Report explains how the Council's auditors, Ernst and Young LLP, plan their audit and the basis on which they provide an opinion on the Council's Statement of Accounts. It also gives the auditor's opinion on the Council's arrangements for securing economy, efficiency and effectiveness in the use of resources in the year. 
	The Annual Governance Statement accompanies the Statement of Accounts and explains how the Council ensures that its business is conducted in accordance with the law and proper standards, and that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively. It is not covered by the auditor's opinion but is considered by the auditor and reported on by exception in the auditor's report if it is not compliant with proper practice. 
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	I NARRATIVE REPORT 
	I NARRATIVE REPORT 
	1.02 HART DISTRICT 
	Hart District is primarily rural, covers some 21,500 hectares (83 sq. miles) and is situated in north-east Hampshire, bordering both Surrey and Berkshire. It is a popular place to live, as it benefits from low unemployment, low crime rates and good schools. It has a healthy, active population with high participation in sports and leisure. There are approximately 95,000 residents and an estimated 36,000 homes in Hart. There is an increasing and ageing population, with the number of residents expected to rise
	1.03 HART DISTRICT COUNCIL 
	Hart District Council ("the Council") comprises 33 Councillors who represent their I I wards. Each ward has 3 Councillors who represent it, although once elected Councillors will make decisions for the whole district, not just for the ward they were elected for. Elections are held in 3 out of every 4 years, with one seat in each ward contested at each election. The political make-up of the Council is currently: Conservative Party I I, Community Campaign Hart I0, Liberal Democrat Party I I, and one independe
	The Council is a multifunctional organisation. Its policies are directed by the political leadership and implemented by the Officers of the Council. The Council has adopted the Leader and Cabinet model as its political management structure. The Leader of the Council has responsibility for the appointment of members of the Cabinet, the allocation of Portfolios and the delegation of Executive Functions. Cabinet Members are held to account by a system of scrutiny. 
	Supporting the work of Councillors is the organisational structure of the Council headed by the Joint Chief Executives, who are supported by four Heads of Service. 
	During the year the Council establishment was I03 full-time equivalent employees. Most services are outsourced or shared with other councils. 
	Hart District Council -5 -Statement of Accounts 2019/2020 
	I NARRATIVE REPORT 
	1.04 CORPORA TE STRATEGY 
	The Council has adopted a 5-year Corporate Plan for the period 2017-2022. It provides a focus for our activities and services and will inform decision making and allocation of resources across the Council. The Corporate Plan is centred around four priorities: 
	• 
	• 
	• 
	A Thriving Local Economy 

	• 
	• 
	A Clean, Green and Safe Environment 

	• 
	• 
	Healthy Communities and People 

	• 
	• 
	An Efficient and Effective Council 


	The Corporate Plan is underpinned by a Service Plan which will run for the lifetime of the plan and be updated annually. This shows in detail how the Council will make progress against the priorities in the Corporate Plan. Each year a review is undertaken to update the Service Plan and ensure it continues to highlight the significant projects that the Council is taking forward in pursuit of its four corporate priorities. 
	For the 2020/21 Service Plan, measures that the Council intends to deliver include delivering the climate change action plan, delivering new ways of working, supporting local communities to have more say in the future of their area, promoting the delivery of affordable housing and infrastructure in new developments, and initiatives to ensure the Council can achieve a greater level of financial self-sustainability. 
	In addition to the Service Plans, new obligations were placed upon the Council on the 22 March 2020 which include; 
	• 
	• 
	• 
	distribution of discretionary business grants, 

	• 
	• 
	support to the shielding and extremely vulnerable 

	• 
	• 
	distribution of the hardship fund and emergency discharge from hospital 

	• 
	• 
	providing support for businesses, including those moving to new takeaway services 

	• 
	• 
	reopening of the high streets and ensuring safe spacing 

	• 
	• 
	increased requirements to ensure no rough sleepers and increased communication requirements as part of the Council's statutory duties to "warn and inform" 
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	I NARRATIVE REPORT 
	I NARRATIVE REPORT 
	Achievements in 20 19/20 
	The Council has made progress in a number of areas over the 2019/20 financial year. The majority relate to activities committed to in the 2017 -2022 Corporate Plan, although it has also taken advantage of opportunities that have arisen throughout the year. 
	Achievements include: 
	• 
	• 
	• 
	Launched our new vision for 2040 

	• 
	• 
	Transitioned our Payroll and HR in-house from our outsourced provider 

	• 
	• 
	Opened a brand new country park at Edenbrook 

	• 
	• 
	Secured £4.3m funding for a link between Fleet Railway Station, Fleet Pond and Hartland Village 

	• 
	• 
	Started a £400k refurbishment of Frogmore Leisure Centre 

	• 
	• 
	Received the Gold Stray Dogs Footprint Award, from the RSPCA, for the 8year 
	th 
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	1.05 FINANCIAL PERFORMANCE -REVENUE 
	1.05 FINANCIAL PERFORMANCE -REVENUE 
	The Council's actual outturn for 2019/20 was a net nil spend after accruals, carry forwards and transfers to reserves. 
	Figure
	Corporate Services Customer Services Place Services Environment & Technical 
	Total Net Service Expenditure 
	Debt Interest and MRP 
	New Homes Bonus 
	4,899 
	4,899 
	990 1,610 2,327 



	9,826 
	9,826 
	457 
	(2,283) 

	8,000 
	8,000 
	4,656 
	4,656 
	4,656 
	(243) 

	528 
	528 
	(462) 

	1,543 
	1,543 
	(67) 

	2,256 
	2,256 
	(71) 

	8,983 
	8,983 
	(843) 

	457 
	457 
	0 

	(2,283) 
	(2,283) 
	0 


	7,157 (843) 
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	1.06 CAPITAL BUDGET The overall performance against the 2019/20 capital budget is shown in the table below: 
	Figure
	Corporate Services 
	Corporate Services 
	Corporate Services 
	497 
	7,406 
	6,909 

	Community 
	Community 
	530 
	1,256 
	726 

	Place 
	Place 
	0 
	40 
	40 

	Environment and Technical 
	Environment and Technical 
	2,724 
	581 
	(2,143) 


	3,751 9,283 5,532 
	The significant capital expenditure in 2019/20 was on Investment Property and Office premises in Hedge End. This expenditure was subject to further budget approval in year. Disabled Facilities Expenditure is within Community Services and also makes up a large area of expenditure and increased expenditure in this area was subject to further budget approval. 
	The main areas of variation contributing to the overall Net Overspend were as follows: 
	Corporate Services 
	The significant variation is due to the deposit paid on the commercial development at Edenbrook and the purchase of the Pavilion offices in Southampton. 
	Community Services 
	The variation in expenditure is due to over performance on the delivery of Disabled Facilities grant. This was expected and was funded by previous year's carry forward creating an earmarked reserve. 
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	Place Services 
	Place Services 
	During the year, an opportunity was provided to purchase the MFDs (multi-functional devices for scanning, photocopying, and printing) rather than leasing. A value for money decision demonstrated it was better value to purchase. 

	Environment and Technical Services 
	Environment and Technical Services 
	There is a significant underspend of £2.1 m in this service area. Most of this underspend is made up of four key projects: 
	o 
	o 
	o 
	Bramshot Country Park underspent by £ 1,044k due to delays in delivery caused by adverse weather. 

	o 
	o 
	A budget of £220k was provided for waste vehicles which was not spent in year. 

	o 
	o 
	There were delays in delivering the Edenbrook Skate and Bike Part which had a £220k budget allocated to it. 

	o 
	o 
	Budgets were set aside to deliver £268k of works which will now be delivered as part of the Green corridor project so were not delivered in year. 


	The capital programme for 2019/20 was financed as follows: 
	Figure
	Unfinanced capital spend 
	Unfinanced capital spend 
	Unfinanced capital spend 
	7,587 

	Government Grants 
	Government Grants 
	1,346 

	Direct Revenue Contributions 
	Direct Revenue Contributions 
	21 

	Usable Capital Receipts / Earmarked Reserves 
	Usable Capital Receipts / Earmarked Reserves 
	329 

	TR
	9,283 


	1.07 PENSION LIABILITY 
	1.07 PENSION LIABILITY 
	The application of International Accounting Standard (IAS) 19 has resulted in a pension liability of £27.88m shown in the Balance Sheet, an increase of £3.03m in the year. 
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	The liability represents our share of the liability to Hampshire County Council's Pension Fund. This amount is matched by a Pensions Reserve also shown on the Balance Sheet and therefore has no immediate impact on the Council's overall financial position and its General Fund Balances (small differences may arise over the balance sheet date due to accruals being made for invoices not yet received). 
	Further details are set out in the Accounting Policies and Pension Note (Note 5.15). 
	IAS 19 does not directly impact on the actual level of employer contributions paid to the Hampshire County Council Fund. Employers' levels of contributions are determined by triennial actuarial valuations which are based on the Fund's actual investment strategy (rather than being based on corporate bond yields). 
	The movement to the Fund is set out in more detail in note 5.15. The total liability has an impact on the net worth of the Council as recorded in the Balance Sheet. However, statutory arrangements for funding the deficit mean that the financial position of the council remains sound. The deficit on the scheme will be recovered through increased contributions over the remaining life of the employees as assessed by the actuary. 
	1.08 FINANCIAL OUTLOOK 
	1.08 FINANCIAL OUTLOOK 
	The Council has not received Revenue Support Grant from 2018/ 19. It is uncertain whether the Council will be able to achieve substantial increases in Non-Domestic Rates once 75% retention is introduced as commercial development on a large scale is not anticipated. New Homes Bonus funding is also likely to reduce significantly. 
	The Council was previously reliant on continuing housing development is likely leading to substantial increases in the council tax base and income from the leisure outsourcing contract and commercial income to balance its medium term financial position. Following Covid-19 each of these income streams contain an element of uncertainty. However, in the medium term the Council has sufficient reserves in place to deal with income shortfalls. However, the long term financial sustainability of the Council relies 
	The Covid-19 outbreak will have a significant financial impact on the council in 2020/21 and the recovery will take place over a number of years. The financial implications of the council's recovery plan will not be fully understood. The council began to experience the impact of the outbreak in March 2020 when a number of front-line service facilities were closed and supplier relief began to be provided to key contractors. There has been an increase in claims for Local Council Tax Support and an expected re
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	all of the cost pressures and reductions in income will be reimbursed. This represents a financial risk to the council that will form part of future medium term financial planning. 
	It should be noted that there is considerable uncertainty nationally about local government finance levels from 2021 /22, as a Fair Funding Review is currently under way which may lead to significant changes in the distribution of funding between council tiers. 
	Medium Term Financial Plan 
	Medium Term Financial Plan 
	The Medium Term Financial Plan (MTFP) is based on an analysis of the key influences on the Council's future financial position and an assessment of the main financial risks facing the Council. The financial forecast set out in the table below models income and expenditure and resources available over the next four years, and is considered to be the most likely outcome based on forecasts and assumptions for pay and price inflation, etc. 
	Given the uncertainty referred to above, the council continually models a range of MTFP scenarios. These are updated as more information becomes available or assumptions change. 
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	Figure
	Figure
	Figure
	Net Costs of Services 
	Net Costs of Services 
	Net Costs of Services 
	10,189 
	10,394 
	10,600 

	Debt Interest 
	Debt Interest 
	12 
	12 
	12 

	New Homes Bonus 
	New Homes Bonus 
	(2,200) 
	(I, 171) 
	(505) 

	Net Budget Requirement 
	Net Budget Requirement 
	8,001 
	9,235 
	10,107 

	Retained Business Rates 
	Retained Business Rates 
	(1,280) 
	(1,320) 
	(1,360) 

	Revenue Support Grant 
	Revenue Support Grant 
	0 
	0 
	0 

	Collection Fund surplus/deficit 
	Collection Fund surplus/deficit 
	0 
	0 
	0 

	NNDR Reserve 
	NNDR Reserve 
	0 
	0 
	0 

	Council Tax Income 
	Council Tax Income 
	(7,083) 
	(7,362) 
	(7,648) 

	Council Tax Increase 
	Council Tax Increase 
	(203) 
	(205) 
	(205) 

	SI 06 Receipts 
	SI 06 Receipts 
	(53) 
	(53) 
	(53) 

	SANG Receipts 
	SANG Receipts 
	(220) 
	(220) 
	(220) 

	Commercial Income Target 
	Commercial Income Target 
	(0) 
	(544) 
	(1,090) 

	MRP/Loan repayments 
	MRP/Loan repayments 
	469 
	469 
	469 

	To/From Reserves 
	To/From Reserves 
	(369) 
	0 
	0 
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	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
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