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Executive summary Background and scope Current year findings Appendices

Report classification

Reasonable

Total number of findings

Critical High Medium Low Advisory

Control design - - 2 2 2

Operating effectiveness - - 1* 2 -

Total - - 3 4 2

Key: 

• Control Design Issue (D) – There is no control in place or the design of the control in place is not sufficient 

to mitigate the potential risks in this area. 

• Operating Effectiveness Issue (OE) – Control design is adequate, however the control is not operating as 

intended resulting in potential risks arising in this area. 

*Note that one of the medium risk findings noted was both a control design and operating effectiveness issue, 

for the purposes of this table it is presented only once within the operating effectiveness row.



Headlines

I4B is a wholly owned subsidiary of Brent Council, incorporated in December 2016. I4B has been set up to reduce the number of Brent families living in temporary 

accommodation by providing good quality affordable homes.

The purpose of this audit was to undertake an initial review of the design and effectiveness of the controls currently in operation at I4B in relation to governance, risk 

management and financial management. 

Good practice was noted in relation to the current approach to governance whereby I4B is governed by a single four member board containing an independent chair, two 

Strategic Directors of London Borough of Brent, and one Councillor. The Board meets on a monthly basis which enables it to maintain a detailed oversight of ongoing operations 

and ensure that decisions are well-informed.

Although the governance fundamentals are considered to be in place, some areas of further improvement, (particularly relevant as I4B continues to expand and diversify its 

operations) have been identified. We noted three medium and four low risk findings as part of this review. The key areas of improvement relate to the development of a risk 

management framework, the development and maintenance of policies governing I4B’s operations, and ongoing review of the SLA with Brent Council. We also identified two 

further two advisory findings as part of our work.

Summary of findings

The two medium risk findings are:

• Policies – Completeness and maintenance (finding one):

• There are a number of overarching policies in place that govern I4B’s operations, however our review identified five policies referenced in the shareholders agreement 

that do not currently exist as I4B policies.

• For those policies that are in place we undertook detailed sample testing of three policies (Complaints policy, Freedom of Information policy, and Anti Social 

Behaviour policy). We reviewed the content of the policies in some detail, confirming that they contained the expected information. For two of three policies tested, the 

policy sets out that it will be reviewed annually but does not state who is responsible for the review or how the review will be carried out. For the remaining policy, no 

statement is included on how future review will take place. For one of three policies tested it appears that wording from Brent Council's policy regarding availability of 

information on their website may have been used when this wording is not relevant in practice. 

• Ongoing review of the SLA (finding two)

• All services delivered by the Council on behalf of I4B are done so under a Service Level Agreement (SLA). However, currently there is no formal process in place to 

formally review the ongoing effectiveness of the SLA in order to ensure I4B is achieving value for money in relation to the services procured from the Council and 

there are no defined performance metrics in order to ensure the Council is held accountable for service delivery in the same way an external contractor would be.
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• Risk Management (finding three)

• Whilst I4B does have a risk register included within its business plan, I4B does not currently have its own risk management framework to govern its approach to 

identifying, monitoring and maintaining risk.

• With regards to the risk register itself:

• This is not treated as a live document and formal review of the register currently only takes place on an annual basis;

• All of the risks within the register at the time of undertaking the audit are financial in nature and for instance doesn’t incorporate operational risks such as 

failing to adhere to statutory health and safety compliance requirements;

• The register does not incorporate scoring of the severity and likelihood of risk;

• Most of the mitigations listed are reactive actions to be taken were the risk to occur as opposed to true mitigations designed to prevent the risk from occurring; 

and

• The individual risks do not have individually allocated responsible owners who are required to manage the risk.

The five low risk findings are:

• The absence of a code of conduct or similar that governs the operations of I4B’s Directors and staff (finding four);

• The absence of a specific escalation policy that clearly sets out the approach to escalating key issues and operational information internally (finding five);

• The need to maintain the scheme of delegation as a stand alone document that is easily accessible and up-to-date (finding six); and

• The current absence of detailed financial procedures that depict the key requirements for recording I4B’s financial transactions (finding seven).

In addition to the three medium and four low risk findings, there are also two advisory findings in relation to the future requirement for financial standing orders and a clear 

approach to revenue monitoring. For full details of each these findings, please see the current year findings section of this report.
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Ongoing review of the SLA2

Risk Management3

Executive summary Background and scope Appendices

1

Rating definitions – see 

appendix A

Area of scope Number of findings Finding

reference
Critical High Medium Low Advisory

Governance - - 2 3 - 1,2,4,5

Risk Management - - 1 - - 3

Financial Management - - - 2 2 6,7,8,9

Summary of findings by areas of scope:

Medium
33%

Low
45%

Advisory
22%

Audit findings by risk rating

Medium

Low

Advisory

Code of Conduct4

Current year findings

Medium

Low

Medium

Medium

Escalation Policy

Scheme of delegation6

Financial procedures7

5

Financial standing orders8

Low

Advisory

Low

Low

Revenue monitoring9 Advisory
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Background

I4B is a wholly owned subsidiary of Brent Council, incorporated in December 2016, I4B has been set up to reduce the number of Brent families living in temporary 

accommodation by providing good quality affordable homes.

Brent has one of the highest numbers of households in temporary accommodation in England, for quarter 2 of 2016-17, Brent reported having 2,895 households living in 

temporary accommodation, the fourth highest of all housing authorities in England.

On 14 March 2016, Cabinet approved the council’s Temporary Accommodation Reform Plan, which responds to this challenge. One of the main measures outlined in the Plan is 

for Brent to acquire a large portfolio of Private Rented Sector (PRS) accommodation, which would be professionally managed and in which costs can be protected against rental 

inflation.

As a wholly owned, Local Authority Company, I4B has been setup to operate at ‘arm’s length’ from Brent, with the remit of providing affordable Private Rented Accommodation to 

households for which Brent has a responsibility.

The purpose of this audit was therefore to undertake an initial review of the design and effectiveness of the controls currently in operation at I4B in relation to governance, risk 

management and financial management. This should enable management to ensure the key business functions are appropriately designed and fit-for-purpose in advance of I4B 

expanding its portfolio and the level of its operations.

Limitations of scope 

Our work was limited to the sub-processes and control objectives outlined in Terms of Reference. Our internal audit testing was performed on a judgemental sample basis and 

focussed on key controls mitigating risks. Our testing is designed to assess the adequacy and effectiveness of key controls in operation at the time of the audit.

As detailed in the Terms of Reference, this review does not provide assurance over the robustness of I4B’s financial modelling nor an analysis of costs and benefits of the 

structure to Brent Council.

Executive summary Background and scope AppendicesCurrent year findings
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Executive summary Background and scope Appendices

Finding rating

Rating 

Finding and root cause

Control design

There are a number of overarching policies in place, including:

• Anti Social Behaviour policy;

• Complaints policy;

• Domestic abuse policy;

• Freedom of information policy;

• Housing Health and Safety Standards Statement;

• Joint Safeguarding policy;

• procurement statement;

• Assured Shorthold tenancy agreement;

• Data Protection Statement.

However, within the Shareholder’s Agreement the following policies were also referenced but do not currently exist

as formal policies:

• Lettings policy;

• Sales policy;

• Rent policy;

• Debt recovery policy; and

• Remuneration policy.

Operating effectiveness

For a sample of three policies (Complaints policy, Freedom of Information policy, and Anti Social Behaviour policy),

we reviewed the content of the policies in greater detail, confirming they contained the expected information.

For two of three policies tested (Complaints and Freedom of Information), the policy sets out that it will be reviewed

annually but does not state who is responsible for the review or how the review will be carried out. For the

remaining policy, no statement is included on how future review will take place. It appears that currently I4B does

not have a clear procedure for who is responsible for reviewing policies, or how this review will take place.

For one of three policies tested (Freedom of Information) it appears that wording from Brent Council's policy

regarding availability of information on their website may have been used when this wording is not relevant in

practice. It is noted through discussions with management that the existing policies were collated before I4B’s

business activities commenced and therefore there are elements that in practice are not relevant.

Policies – Completeness 

and maintenance

Control design and Operating 

effectiveness

Medium

Current year findings

February 2018
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Executive summary Background and scope Appendices

Finding rating

Rating 

Policies – Completeness 

and maintenance

Control design and Operating 

effectiveness

Risk

Without complete policy documentation that is maintained up-to-date, there is a risk that the roles and

responsibilities of staff performing duties for I4B may not be clearly defined resulting in key stakeholders not being

aware of their duties and I4B not being able to fully deliver its core objectives. Equally in the absence of clear

direction provided by central policy documentation there is a greater risk of inconsistency, irregularity and fraud.

Recommendations

In order to ensure that I4B policies are relevant, complete and up-to-date, management should:

a. Consider the need for the policies listed in the Shareholder's Agreement, and either produce policies in these

areas or amend the shareholders’ agreement as required.

b. Introduce a consistent approach to the review of policy documentation including the frequency of review,

responsibility for review, and approach to ensuring version control.

c. Undertake a review of all policies in order to ensure that the content remains applicable now that I4B is

operational.

Management responses

a) Accepted - the board will review the list of policies set out in

the shareholder agreement and agree any additional policies

which are required. The Shareholder agreement will be

updated to reflect any changes.

b) Accepted - Policies will be reviewed annually by the board.

c) Accepted - All policies will be reviewed as part of the exercise

above and then reviewed annually.

Responsible person/title:

Sadie East

Target date:

May 2018

Reference number:

1718GRMFM-1

Current year findings

Medium

February 2018
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Executive summary Background and scope Appendices

Finding rating

Rating 

Finding and root cause

I4B is intended to operate at an arms length from Brent Council and as such all services delivered by the Council

on behalf of I4B are done so under a Service Level Agreement (SLA).

Currently there is no formal process in place to review the ongoing effectiveness of the SLA in order to ensure I4B

is achieving value for money in relation to the services procured from the Council. Whilst the revised business plan

will implement some KPIs to be included in the SLA the overall process for monitoring the SLA and in particular

whether it presents value for money for I4B still needs to be considered.

This is of particular relevance as I4B’s activities expand and change going forward as this will vary the nature and

extent of services that are required to be provided by the Council.

Risk

In the absence of a process to formally review the effectiveness of the SLA on an ongoing or periodic basis, there

is a risk that I4B may not be achieving value for money in relation to services procured from the Council.

Recommendations

A procedure for ongoing review of the effectiveness of the SLA should be introduced whereby the SLA is reviewed

by a specified individual on at least an annual basis. This review should include:

• Whether the council is providing services to I4B in the most effective and efficient way possible, including

performance against a series of KPIs;

• Whether the council remains the most effective Service Provider for the listed services; and

• Whether, given changes in the nature of I4B's business, any services should be added to the SLA

Ongoing review of the SLA

Control design

Medium

Current year findings

February 2018
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Executive summary Background and scope Appendices

Finding rating

Rating 

Ongoing review of the SLA

Control design

Medium

Management responses

Accepted - A number of measures are being put in place to monitor

delivery of the SLA including a regular meeting of all service leads.

A regular report will be provided to the i4B Board on delivery of the

SLA including any issues and actions in place to adress these as

part of the regular performance monitoring reports. In addition, an

annual report based on a review performance against the SLA will

be presented to the board to inform decisions on future

arrangements.

Responsible person/title:

Sadie East

Target date:

October 2018

Reference number:

1718GRMFM-3

Current year findings

February 2018
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Executive summary Background and scope Appendices

Finding rating

Rating 

Finding and root cause

Whilst I4B does have a risk register included within the business plan, I4B does not currently have its own risk

management framework that governs its approach to identifying monitoring and maintaining risk.

An initial risk register was created for inclusion in the business plan, however:

• This is not treated as a live document and formal review of the register currently only takes place on an annual

basis;

• All of the risks within the register at the time of undertaking the audit are financial in nature and do not consider

operational factors such as staff turnover, changes in Council strategy, or health and safety issues;

• The register does not incorporate scoring of the severity and likelihood of the risk (either inherent or residual);

• Most of the mitigations listed are reactive actions to be taken were the risk to occur as opposed to mitigations

designed to prevent the risk from occurring; and

• The individual risks do not have individually allocated responsible owners who are required to manage the risk

and ensure the mitigations are operating effectively.

It is noted from our review of Board minutes that the Board clearly does consider risks as and when they arise

within their monthly meetings. However in the absence of a framework, responsibilities for identification of risk are

not clear and discussions in relation to risk are not a formal element of the Board’s agenda.

Risk

In the absence of a formal risk management framework that governs I4B’s approach to identifying, monitoring,

managing, and reporting risk, there is a risk that key risks may not be identified or mitigated as a result of

insufficient or inappropriate risk management processes.

February 2018

Risk Management

Control design

Medium

Current year findings
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Executive summary Background and scope Appendices

Finding rating

Rating 

February 2018

Risk Management

Control design

Recommendations

a. I4B should create a Risk Management Framework that clearly depicts:

• The organisation’s approach to risk management;

• The organisation’s risk appetite;

• The approach to documenting and recording risk on the risk register;

• Responsibilities in relation to the management and identification of risk;

• The mechanism for scoring of risks;

• Responsibilities for maintaining and updating the register;

• The mechanism for gaining assurance over the operating effectiveness of the mitigations; and

• The involvement of the Board in risk management and review of the risk register.

b. As part of the approach to monitoring and managing risk, the risk register should become a stand alone

document that is treated as live.

c. The risk register should be reviewed to ensure that operational risks are incorporated to the extent that they

are applicable.

d. Mitigation strategies should be reviewed to ensure they are reflective of controls that have been put in place to

prevent the risk from occurring, where no such controls exist management should consider implementing new

mitigations.

e. All risks should be given individual responsible owners who are responsible for monitoring and managing the

risk.

f. Risk should be an at least quarterly Board agenda item, as part of which the Board should review key risks, be

provided with an update in relation to notable movements on the register and be provided with assurances that

key mitigations are operating. This may be in the form of an update report rather than review of the full register.

Current year findings

Medium
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Finding rating

Rating 

February 2018

Risk Management

Control design

Management responses

a) Accepted - The board will consider a proposal to create a risk

framework and will consider the relative scores of the new risk

assessment.

b) Accepted - the risk register will be produced as a separate

document and the board will review the risk register no less

than every quarter.

c) Accepted - the board agreed an updated risk register at its

January 2018 meeting which includes additional operational

risks.

d) Accepted - the board will review the risk register no less than

every quarter.

e) Accepted - the board will consider who the holder of each risk

in the register should be.

f) Accepted - the board will review the risk register no less than

every quarter.

Responsible person/title:

Chris Brown

Target date:

a) November 2018

b) April 2018

c) Complete

d) April 2018

e) April 2018

f) April 2018

Reference number:

1718GRMFM-2

Current year findings

Medium
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Finding rating

Rating 

Finding and root cause

A well-written code of conduct clarifies an organisation's mission, values and principles, linking them with

standards of professional conduct. Currently I4B does not have a Code of Conduct that governs the expected

behaviour of its Directors.

Risk

In the absence of a clear code of conduct that governs the Director’s responsibilities and approach to the

management of I4B, there is a risk that strategic and operational decisions may be made that do not align with the

mission, values and principles of I4B.

Recommendations

I4B should introduce a Director’s Code of Conduct that is signed by all Directors and includes but is not limited to:

• The obligations, key roles and duties of Board membership and how these relate to I4B’s mission;

• The ethical values and expectations of the organisation; and

• The approach to maintaining and ensuring adherence with the Code of Conduct.

Management responses

Accepted - a code of conduct will be produced to be

considered by the Board and Shareholder.

Responsible person/title:

Sadie East

Target date:

June 2018

Reference number:

1718GRMFM-4

Code of Conduct

Control design

Low

Current year findings

February 2018
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Finding rating

Rating 

Finding and root cause

Currently I4B does not have a defined escalation policy or approach to escalation. At the point of undertaking this

review the operations of the organisation are sufficiently small enough to ensure that all necessary information is

communicated to the Board. However, as the operations continue to expand, it will no longer be feasible for the

Board to receive the same level of detailed operating information and therefore it will be important to implement an

escalation policy in order to ensure clarity of reporting lines and consistency in terms of the level of information

reported to the Board and other forums.

Risk

In the absence of a formal escalation policy that clearly denotes reporting lines and indicative thresholds for

escalation, there is a risk, particularly as I4B expands that information reported to the Board may be inconsistent or

may not align to their expectations in order to enable them to make appropriately informed decisions.

Recommendations

I4B should introduce a formal escalation policy that clearly defines reporting lines, the process for escalation and

indicative thresholds and examples for escalation so as to ensure that reporting is consistent and appropriate.

Management responses

Accepted – i4B will documents its current escalation

policy to the Board. It has put in place a monthly

meeting with Council Heads of Service to monitor

delivery of the SLA which will provide a mechanism for

issues to be escalated and will consider what other

measures it needs to put in place as the company’s

work develops.

Responsible person/title:

Sadie East

Target date:

June 2018

Reference number:

1718GRMFM-5

Escalation Policy

Control design

Low

Current year findings

February 2018



Current year findings (6 of 9)

Internal Audit Report 2017/18

17

6

Executive summary Background and scope Appendices

Finding rating

Rating 

Scheme of delegation

Operating effectiveness

Low

Finding and root cause

I4B has a scheme of delegation in place which was approved at the May and October 2017 Board meetings.

However this is not retained as a stand alone document.

Risk

Not maintaining the scheme of delegation as a stand alone document exposes I4B to the risk that it may not be up-

to-date and readily available to anyone who requires it which may result in incorrectly authorised or delayed

payments.

Recommendations

The scheme of delegation should become a stand alone document that is maintained for necessary staff changes

and periodically reviewed to ensure it remains appropriate and up-to-date.

Management responses

Accepted - the scheme of delegation will be established as a stand

alone document and reviewed by the board no less than annually.

Responsible person/title:

Sadie East

Target date:

May 2018

Reference number:

1718GRMFM-6

Current year findings

February 2018
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Finding rating

Rating 

Recognition of income and 

expenditure – Financial 

procedures

Operating effectiveness

Low

Finding and root cause

As I4Bs operations expand, so will the level of transactions including receipts and payments from contracted

property management companies, and to payments to the council under the SLA.

Currently the process for recognition of such financial transactions (especially transactions under the SLA) is not

clearly documented within written procedures.

Risk

In the absence of written procedures documenting the key steps in recognition of financial transactions there is a

risk that as the operations of I4B expand, transactions may be incorrectly recognised as a result of failure to follow

the required process.

Recommendations

Financial procedures should be clearly mapped depicting the process for recognising the activities of I4B and in

particular the approach for recognition of expenditure under the SLA with the Council.

Management responses

Accepted - a full set of financial policies and guidance notes for i4B

will be produced and approved by the board.

Responsible person/title:

James Cook

Target date:

June 2018

Reference number:

1718GRMFM-7

Current year findings

February 2018
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Finding rating

Rating 

Financial standing orders

Control design

Advisory

Finding and root cause

I4B does not currently have its own Financial Standing orders. I4B is included on the council's Oracle ledger as a

separate cost centre, and has only recently obtained approval for its own bank account. Currently, cash is

effectively held on I4B's behalf by the Council, and payments and receipts are also made on I4B's behalf by the

Council.

Given the current arrangements, no exception is noted as the need for Financial Standing Orders has not existed.

However, going forward, I4B is expected to have its own bank account, and to make payments and receipts and

hold cash in its own right. Whilst some of the council's procedures may remain relevant under the SLA, it is

important that I4B considers which of these policies remain relevant, and where its own policies in this regard may

be more suitable. Thus an advisory point is raised.

Recommendations

When I4B makes transactions through its own bank accounts and/or ledgers, Financial Standing Orders will

become relevant. Whilst some of the Council's financial procedures may remain relevant under the SLA, it is

important that I4B considers which of these policies remain relevant, and where its own policies in this regard may

be more suitable. In particular, management should give consideration to and create I4B’s own Financial Standing

Orders at this point in order to ensure cash, payments and receipts are adequately managed.

Management responses

Accepted - a full set of financial policies and guidance notes for i4B

will be produced and approved by the board.

Responsible person/title:

James Cook

Target date:

June 2018

Reference number:

1718GRMFM-8

Current year findings

February 2018
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Finding rating

Rating 

Revenue monitoring

Control design

Advisory

Finding and root cause

Management do not have a mechanism for accurately monitoring rental income and receipts. As at the date of

testing I4B only have 14 properties that have tenants in situ and therefore to date such a mechanism has not been

necessary.

However, management are aware that, as operations expand, tracking revenue is going to become increasingly

important over the next few months, a draft revenue tracker is currently being collated. Rent collection is

outsourced to three contractors, and collection information is to be monitored on a weekly basis.

Recommendations

Management should continue to develop the revenue tracker, ensuring that this provides sufficient detail of rental

income due and receipts collected.

Management should also agree with the Board the extent to which this information is to be periodically reported to

the Board so as to ensure the Board has sufficient oversight.

Management responses

Accepted - a revised financial monitoring model and timetable will

be developed and agreed with the board and will include the

tracking of rents due and received as well as costs.

Responsible person/title:

James Cook

Target date:

June 2018

Reference number:

1718GRMFM-9

Current year findings

February 2018
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Critical

High

Medium

Individual finding 

ratings 

Appendix A: Basis of our 

classifications

Appendix B: Limitations and 

responsibilities

A finding that could have a: 

• Critical impact on operational performance; or

• Critical monetary or financial statement impact; or

• Critical breach in laws and regulations that could result in material fines or consequences; or

• Critical impact on the reputation or brand of the organisation which could threaten its future viability.

A finding that could have a:

• Significant impact on operational performance; or

• Significant monetary or financial statement impact; or

• Significant breach in laws and regulations resulting in significant fines and consequences; or

• Significant impact on the reputation or brand of the organisation.

A finding that could have a:

• Moderate impact on operational; or

• Moderate monetary or financial statement impact; or

• Moderate breach in laws and regulations resulting in fines and consequences; or

• Moderate impact on the reputation or brand of the organisation.
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Low

Advisory

Individual finding 

ratings 

Appendix A: Basis of our 

classifications

Appendix B: Limitations and 

responsibilities

Report classifications

Report classification Level of assurance Description

 Substantial
There is a sound system of internal control designed to achieve the client’s objectives. The control 

processes tested are being consistently applied.

 Reasonable

While there is a basically sound system of internal control, there are weaknesses, which put some of the 

client’s objectives at risk. There is evidence that the level of non-compliance with some of the control 

processes may put some of the client’s objectives at risk.

 Limited
Weaknesses in the system of internal controls are such as to put the client’s objectives at risk. The level 

of non-compliance puts the client’s objectives at risk.


No

Control processes are generally weak leaving the processes / services open to significant error or 

abuse. Significant non-compliance with basic control processes leaves the processes / services open to 

error or abuse.

A finding that could have a: 

• Minor impact on the organisation’s operational performance; or

• Minor monetary or financial statement impact; or

• Minor breach in laws and regulations with limited consequences; or 

• Minor impact on the reputation of the organisation.

A finding that does not have a risk impact but has been raised to highlight areas of inefficiencies or good practice.
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Limitations inherent to the internal auditor’s work

We have undertaken this review subject to the limitations outlined below:

Internal control

Internal control systems, no matter how well designed 

and operated, are affected by inherent limitations. 

These include the possibility of poor judgment in 

decision-making, human error, control processes being 

deliberately circumvented by employees and others, 

management overriding controls and the occurrence of 

unforeseeable circumstances.

Future periods

Our assessment of controls is for the period specified 

only. Historic evaluation of effectiveness is not relevant 

to future periods due to the risk that:

• The design of controls may become inadequate 

because of changes in operating environment, law, 

regulation or other changes; or

• The degree of compliance with policies and 

procedures may deteriorate.

Responsibilities of management and internal 

auditors

It is management’s responsibility to develop and maintain 

sound systems of risk management, internal control and 

governance and for the prevention and detection of 

irregularities and fraud. Internal audit work should not be 

seen as a substitute for management’s responsibilities for 

the design and operation of these systems.

We endeavour to plan our work so that we have a 

reasonable expectation of detecting significant control 

weaknesses and, if detected, we carry out 

additional work directed towards identification of 

consequent fraud or other irregularities. However, 

internal audit procedures alone, even when carried out 

with due professional care, do not guarantee that fraud 

will be detected. 

Accordingly, our examinations as internal auditors should 

not be relied upon solely to disclose fraud, defalcations or 

other irregularities which may exist.

Appendix A: Basis of our 

classifications

Appendix B: Limitations and 

responsibilities


