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Previous version reviewed and approved by Full Council May 2025

1. SCOPE

Honiton Town Council is responsible for ensuring that its business is conducted in accordance with the
law and proper standards, and that public money is safeguarded and properly accounted for as well as
being used economically, efficiently and effectively.

In discharging this overall responsibility, the Council is also responsible for ensuring that there is a
sound system of internal control which facilitates the effective exercise of the Council’s functions and
which includes arrangements for the management of risk.

2, THE SYSTEM OF INTERNAL CONTROL

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate
all risks of failure to achieve policies, aims and objectives; it can therefore only provide reasonable and
not absolute assurance of effectiveness. The system of internal control is based on an ongoing process
designed

a) To identify and prioritise the risks to the achievement of the Council’s policies, aims and
objectives;

b) To evaluate the likelihood of those risks being realised and the impact should they be realised;

c) To manage them efficiently, effectively and economically.

The system of internal control has been in place at the Council for the year ended 31 March 2025 and
up to the date of approval of the annual report and accounts and accords with proper practice as laid
down by the Council’s Financial Regulations reviewed and approved at Full Council June 2024 and at
Finance & Policy Committee March 2025.

3. THE COUNCIL’S INTERNAL CONTROLS
a) The Council has elected a Chairman who is responsible for the smooth running of meetings
and for ensuring that all Council decisions are lawful.

The Council reviews its obligations and objectives and approves budgets for the following year
at its November meeting. The January meeting of the Council approves the budget and level
of precept for the following financial year.

In 2011 the Town Council established a Risk Management Working Group which established
a Risk Register and reviewed all the Council’s risk assessments. The Council has Risk
Assessments approved by Full Council, not least the Corporate Risk Assessments and any
specific Risk Assessments, for example the Market. The Town Clerk is usually delegated
responsibility (by Full Council) to prepare the draft in consultation with a number of Councillors.

The Council’'s Finance & Policy Committee monitors progress against objectives, financial
systems and procedures, budgetary control and carries out regular reviews of financial matters.
The Committee will, on a quarterly basis, ensure that all financial entries are completed and the
bank reconciled. A list of all payments and receipts for each month will also be provided along
with a report comparing against the budget. From this it will make recommendations to the Full
Council.

The Full Council meets 12 times a year and monitors progress against its aims and objectives
(encapsulated in the work programmes) at quarterly Committee meeting by reviewing and
ratifying updates and by receiving relevant reports from the Clerk. The Council has
implemented Project Implementation Plans (PIPs) for its priority projects and these are
approved by Full Council and then implemented by the Clerk with Delegated authority (in
consultation with Project Lead Councillors).

The Council, through the recommendations of the Finance & Policy Committee, carries out
regular reviews of its internal controls, systems and procedures.



f)

4

The Council has appointed a Clerk to the Council who acts as the Council’s advisor and
administrator. The Clerk, as the Council's Responsible Financial Officer manages and
administers the Council’s finances. The Clerk is responsible for the day-to-day compliance with
laws and regulations that the Council is subject to and for managing risks as well as ensuring
adherence to the Council's procedures and policies.

All payments are made by cheque, electronic payment, direct debit or standing order. All
payments are reported to the Council for approval, resolution and minuting. Two Members of
the Council must authorise every payment through signature of invoices.

The Council carries out regular risk assessments in respect of actions and regularly reviews its
systems and controls via the established Risk Assessments. The Corporate Risk Assessment
was last approved by Full Council May 25 and considered by F&P Committee November 2025.

The Council has appointed an Independent Internal Auditor (IAC) which reports to the Council
on the adequacy of its:
e records
procedures
systems
internal control regulations
risk management
reviews

The effectiveness of the internal audit is reviewed annually, and actions have been taken
following the audit 24/25. The final internal audit has been provided and submitted to the
external auditor with the AGAR. The interim audit 24/25 is completed and the final audit 23/24
completed by IAC. AGAR 23/24 was challenged by members of the public and PKF Littlejohn
(the External Auditor) has accepted an element of the challenge for further investigation (the
Council approved its formal response at its meeting April 2025). PKF has concluded its External
Audit 23/24 with no further actions required by the Town Council. PKF is yet to conclude Audit
24/25.

The Council’s appointed External Auditors, PKF Littlejohn, submits an annual Report of Audit,
which is presented to the Council. The Council decided October 2022 not to opt out and use
another external auditor and PKF Littlejohn has been appointed by the SAAA as the Council’s
external auditor for the next period.

The Council has contracted for HR advise from Worknest and continues to use its services on
a fair usage basis. Job Evaluation has been undertaken end 2025 by South West Councils.

The Council had contracted Hope & May to act as its Data Protection Officer services on an ad
hoc basis hourly rate. That contract has now ended with the Town Clerk providing Data
Protection advice.

The Council has obtained funds through loans from Public Works Loan Board (PWLB) towards
construction of the Beehive, which currently stands at c. £700k. Annual repayment of these
loans will be from the amount (at £59k) put aside for loan repayment each year through the
precept and so will not incur an increase year on year.

EFFECTIVENESS

The Council has responsibility for conducting an annual review of the effectiveness of its system of
internal controls. The review of the effectiveness of the system of internal controls is informed by the
work of the:

Risk Assessment delegation

Finance & Policy committee

Full Council

Clerk to the Council/Responsible Financial Officer who has responsibility for
the development and maintenance of the internal control environment and the
management of risks



e independent Internal Auditor who reviews the Council’'s system of internal
controls

e Council’'s External Auditors, which makes the final check using the Annual
Return, a form completed and signed by the Responsible Financial Officer, the
Chairman and the Internal Auditor. The External Auditor produces a final report
which is presented to the Town Council

e number of significant issues that are raised during the year.

5. SIGNIFICANT INTERNAL CONTROL ISSUES

The Council improved its management of risks and therefore agreed a revised updated Corporate Risk
Assessment (November 2025) which is in addition to specific Risk Assessments. These are prepared
by the Town Clerk under delegation from Full Council, in consultation with some specified Councillors,
reviewed by F&P Committee and approved by Full Council.

The Council agreed a Variation to the lease of the Beehive to Honiton Community Complex (HCC)
January 2021, including a tenant 3-month break clause and fixed annual New Service Charge (£10k
pa) (now revised to £11 pa 23/24) plus one-off Compromise Payment of £10k and Covid Support Grant
of £15k.

HCC served Notice to end its tenancy of the Beehive in February 2022. Since then, the Council agreed
to underwrite HCC’s net costs in each monthly Council meeting. In 22/23 the Council recast its budget
to provide £50.2k support to HCC and in 23/24 recast its budget to provide £40k (with any additional
£20k financial support from Reserves). A budget of £60k has been included for 24/25 with monthly
underwriting Grant to HCC capped at £5k pm. An Underwriting Agreement with HCC was approved
23/24 and 24/25 (April 2024) and the Underwriting Agreement 25/26 was approved March 2025. A £60k
budget has been included for support of the Beehive 25/26.

The Council’s significant asset (The Beehive) was leased to HCC until September 2025. The Beehive
Working Group (BWG) is established to lead on preparations initially for Expressions of Interest (March
2024) and then Tender (Full Council approved September 2024). The Tender was issued to Honiton
Community Complex (HCC) (the current tenant and the only organization to have Expressed Interest)
and returned November 2024. The Council then delegated to the BWG to undertake Post Tender
Negotiations, which were completed February 2025. The Heads of Terms were approved by Council
March 2025, and the draft Lease (and associated Service Level Agreement) were commented upon by
Council April 2025 subject to completion by the Clerk (in consultation with the BWG) and reporting back
to Full Council once complete for approval (expected May or June 2025). The Council continues to have
the Beehive operated by a local Charity as a community/arts venue. Whilst the Beehive continues to be
operated as a community/arts venue, community and reputational risks of closure are avoided, and the
land continues to be used for its given purpose, which establishes its value and undervalue. The Council
and HCC agreed August 2025 to a new long-term 30-year lease of the Council’s Beehive based on
Lease and SLA including SMART targets, financial projects and business plan.

The Council was challenged via its AGAR 23/24 on its financial support of HCC and improper use of
the General Power of Competence. The Council April 2025 agreed its response to this challenge and
not least use of the specific power in S19 of Local Government Act 1974 (Miscellaneous Provisions).

The Council has responsibility for the retaining wall at Dowell Street corner, which is in poor condition.
The Council had decided to instruct designs for remedial works to safeguard the wall and monitoring,
with a contingency plan in case if failure. Mitigation measures to monitor and implement the contingency
plan are being taken and a specific risk assessment approved. Construction works were Tendered end
2025 and Delegated to the Town Management Committee; a D&B Contract has now been awarded at
April 2026 at Design stage.

The Council’s financial system (Rialtas) and specifically the remote hosting via Your Office Anywhere
was hacked and ransomed in March 2025, with several years of electronic financial data and backups
irrecoverable. Rialtas has built (and is hosting and backing up) a new 24/25 account and this has been
populated with financial transactions 24/25 not least so that the year-end could be completed and AGAR
24/25.



The Council was lead organization for an Armed Forces Day June 2025. This requires several risk
assessments and permissions, and the Council is insuring the event.

The amount of Reserves held by the Council at circa £145k (31 March 2024) are low when compared
to risks and with other nearby local councils and should be increased. This has been reported to Full
Council during the budget setting for 2025/26 (January 2025) and specific Earmarked Reserves (EMR)
reports throughout the year. The budget closedown 24/25 determined any underspend and hence
contribution to Reserves. Reserves increased to £303k 31 March 25. However, any underspends may
instead be Earmarked. At a Precept £667k 25/26 the “rule of thumb” 3-6 months Reserves equates to
£167k-£333k. EMR have been revised and are now reduced to only include CIL local contributions circa
£6k. Repair of the Dowell Street represents a significant and costly risk, as does the Tender for Lease
of the Beehive. Reserves are suggested should be increased from £303k (31 March 2025). The Council
included £115k in its budget 26/27 to bolster Reserves.

Whilst no other significant internal control issues were identified during the year the Council strives for
the continuous improvement of the system it has adopted for internal control and has addressed all
other minor issues and weaknesses raised and reported during the review process and has adopted
Standing Orders (June 2024, September 2024 and March 2025), Financial Regulations (June 2024 and
March 2025) based on new NALC model; updated its Code of Conduct (June 2024 and March 2025)
based on the new LGA model, and similar to East Devon District Council; signed up to the national
Civility & Respect Pledge (December 2022); and the Council was awarded the NALC Local Council
Award Scheme: Foundation Level (Council has applied for Silver NALC Award January 2026).

Town Council Elections were held on 4 May 2023 with 18 Elected Councillors (all seats Elected). Most
recently the Council has had two resignations being advertised as vacancies at this time.
Signed Chairman Honiton Town Council

................................................ Clerk Honiton Town Council
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