
Briefing Note: Internal Control & Internal Audit 
 
The purpose of internal audit is to review whether the system of financial and other 
controls are effective. 
 
Each council should set out its control objectives and this is usually done in the form 
of Standing Orders and Financial Regulations. 
 
“Every local council is responsible for ensuring that the financial management of the 
council is adequate and effective and that the council has a sound system of internal 
control” (Local Government Administration, Charles Arnold Baker) 
 
Internal control is what the council does. This is reviewed by Internal Audit.  
 
Internal audit must be independent of the Council.  
 
External audit, as appointed by the Smaller Authorities Audit Appointments (SAAA 
Ltd), will look to see that internal audit has taken place. 
 
Internal control is achieved by 
 
 Proper budget setting with realistic budgets. 
 Forward planning for medium to long term financial commitments 
 Adequate cash flow 
 Investment of cash not immediately required. 
 Risk management – members are ultimately responsible for risk management. 

As a minimum, members should, at least once a year: 
- Takes steps to identify and update key risks facing the council. 
- Evaluate the potential consequences to the council in the event 

identified as a risk takes place. 
- Decide on upon appropriate measures to avoid, reduce or control risk 

or its consequences. 
(Local Council’s Governance and Accountability Guide) 

 Having in place systems to detect and prevent fraud. 
 
In each year the Council must review and determine the effectiveness of both internal 
control and internal audit. The council is no longer required in law to make a 
statement that it has done this. 
 
The emphasis in law is that the council is responsible for its own governance and 
must be able to prove that it that its methods of governance are effective and be able 
to prove that it has checked that it is effective. It is not acceptable to allow an external 
body to do this. 
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