Chairman’s message on the publication of the Deloitte audit report on Horse Sport Ireland -
Professor Pat Wall

I want to first of all thank Sport Ireland and Deloitte who, in the interest of transparency, agreed to
our request for permission to publish the findings of this comprehensive report following a detailed
governance audit.

I welcome the findings of the audit which was carried out over the last year. The report found ‘no
evidence of abuse or misuse of public funds’ as claimed by one stakeholder.

The report also says: ‘Financial policies and procedures are well developed at HSI. No matters of a
significant nature relating to financial policies and procedures came to our attention during the
course of this internal audit review’.

The auditors also found that ‘no issues arose in relation to the expenditure items examined as part of
the audit review of expenses’,

The report makes three significant recommendations: i) that Horse Sport Ireland’s financial
resources require strengthening; ii) that a formal risk identification and assessment process be
established and iii) that HSI should make changes to its grant-awarding processes in order to be
better able to withstand challenges by any stakeholder.

Since we became the governing body in 2008, Horse Sport ireland has had a policy of expending all
of its annual funding on initiatives to support the industry in what were extraordinarily challenging
times for the Irish economy. However, the board of HSI has now decided that we should build up a
reserve fund of approximately 10 per cent of our income over the next four years. We have
budgeted accordingly in 2016 and this has, inevitably, resulted in some cut-backs to cur normal
range of activities. A formal risk register is also now in place and we have made changes to the
allocation process for international hosting grants and breeding grants to reflect the
recommendations of the report.

The review noted some other important and procedural points for Horse Sport Ireland to address, all
of which have either already been implemented or are currently in the process of being addressed
by the board and the management of the organisation. Progress updates on these issues are
contained in the report.

The report makes some paints in relation to the structure of the Horse Sport Ireland board and the
fact that it is made up of representatives of our affiliated organisations. The structure of HSI was
prescribed by the Government at the foundation of the organisation to ensure buy-in from all
sectors of the sport horse industry. | expect the composition and operation of the board will be
considered in the context of the Government-sponsored structural review of Horse Sport Ireland
which was recommended in the industry strategy ‘Reaching New Heights’, published in March 2015,
We expect this to take place shortly now that the new government is in place.

In my view the board members take their responsibilities very seriously; they are hugely committed
to the sector and generously give of their time entirely on a voluntary basis. There are no fees paid
to any board member in Horse Sport Ireland.

Professor Pat Wall
Chairman.
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1. Executive Summary

The internal audit review assignment of Horse Sport Ireland (HSI) was scheduled under the Sport ireland’s internal audit plan for 2015. It
was agreed that Internal Audit would carry out a high level review of Governance, Financial Administration / Controls and International
Hosting Grants/Financial Supports to assess the control environment and recommend improvements where noted. Our review did not
address the effectiveness of HSI's expenditures and programmes. Our understanding of HSI's key activities, strategy, Board and industry
structure is set out at Appendix 2.

HSI is a relatively new organisation having taken over as the National Governing Body (NGB) for equestrian sport in 2008. HSI has been
recognised as the governing body for equestrian sport in Northern Ireland since 2010. It is distinct from other NGBs as it also has a
substantial breeding and international marketing function. HS| has a wide range of issues to manage in a complex operating
environment with a wide ranging and diverse constituency of stakeholders and twenty six different affiliates. HSI is led by a small
management team. HS| management have stated that under its stewardship the equestrian sport sector has been more cohesive which
has been significant progress in areas such as Anti-Doping, Child Protection, High performance and Coaching. There has been an
increase in the number of FEI international events taking place in Ireland each year.

(i) Our review was a high level review based on management information, representations, meetings and discussions with HSI staff
members, the Chairman and Board members and other stakeholders.

(i) In order to complete this internal audit review, we used a combination of and had regard to the following:

- Issuing a governance and controls questionnaire to HS| and a questionnaire to the Board and reviewing the responses;

- Review of key documentation and records at HSI's office;

- Inspection of HSI records on a sample basis;

- Interviews with relevant individuals and stakeholders as required;

- Assessment of compliance with good practice and expected controls;

- Review of the requirements of Circular 13/2014 - Management of and Accountability for Grants from Exchequer Funds (operative
date: 1 January 2015) issued by the Department of Public Expenditure and Reform (refer to Appendix 12); and

- Review of the requirements of Circular 17/2010 — Requirement for Grants and Grants-in-Aid issued by the Department of Finance on
22 December 2010.

Spont reland - Horse Sport Ireland 2016 - FINAL REPORT
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1.3 Summary of Findings and Recommendations

The number of recommendations by priority are summarised hereunder. We have classified our recommendations as Significant,
Important and Procedural so that the relative priority of the recommendations can be assessed.

Recommendations of Significant priority require the attention and acceptance by the Board and senior management. If remedial action is
not taken by management to implement the recommendations, the Board acknowledges and accepts the risk exposure.

Recommendations of Important priority require the attention of the Board and senior management.

Recommendations of Procedural priority are those that are intended to address control improvements which can be handled at an
appropriate level of management in the organisation.

The number of recommendations by priority can be summarised as follows:

Significant k[ .
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1.4 Governance
Significant priority recommendations are as follows:

Financial resources require strengthening. The company's audited accounts at 31 December 2014 disclose that current liabilities exceed
current assets. (Section 2.1);
- A formal risk identification and assessment process should be established (Section 2.2);

Sport lreland — Horse Sport Ireland 2016 - FINAL REPORT
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Important priority recommendations are as follows:

- Board size and composition should be reviewed having regard to the fact that the board is affiliates-based and not competency-based.

(Section 2.3);

- Governance processes can be improved. Internal audit acknowledges that HSI is on the ‘journey’ towards governance improvement
and compliance with expected governance standards (Section 2.4);

- Board effectiveness review should be carried out at HSI (Section 2.5);

- Requirement for finalisation and formalisation of induction process and code of conduct {Section 2.6},

- Schedule of matters reserved for Board decision should be formalised (Section 2.7); and

- Requirement for implementation of a staff performance and appraisal process (Section 2.8).

Financial policies and procedures are well developed at HSI. No matters of a significant nature relating to financial policies and procedures
came to our attention during the course of this internal audit review.

Important priority recommendations are as follows:

- Motor indemnity certificates should be monitored by HSI for its workforce who use their private vehicle for business purposes.

(Section 3.1).
- Requirement for update to bank mandates and closure of dormant bank accounts where these dormant accounts do not serve a

business purpose. (Section 3.2).
Procedural priority recommendations are as follows:

- A central record of hours worked for HS| personnel should be operated so that an overall corporate monitoring can take place to ensure
staff are not working hours in excess of the hours prescribed in the Working Time Act.

(Section 3.3).
- Travel and subsistence claim forms and credit card purchases should be signed off in line with financial procedures (Section 3.4); and

- Requirement for implementation of fixed asset register (Section 3.5).

A Significant priority observation was made which includes a number of related recommendations. These are set out at Section 6, and
are as follows:

- Contractual arrangements with organisations in receipt of international hosting grants and other financial supports should be brought up
to date and signed off in advance of making any payments to these organisations.

Sport Ireland - Horse Spor lreland 2016 - FINAL REPORT
This report is intended solely for the informalion and internal use of Sport Ireland and should not be used or relied upoen by any other person or enlity. 5



Deloitte

Consider enhancing the award process and funding methodologies of the HSI financial supports as the one activity, rather than two as is
currently the situation, in the interests of efficiency and effectiveness.

- Clear criteria and weighting of these criteria and public advertising should operate for all financial supports.

Consider the nature of the transactions with connected bodies for the purposes of establishing whether further disclosures in the HSI
annual financial reports are required to comply with financial reporting standards.

A voluntary debriefing should be offered to grant applicants and stakeholders, where requested, but having due regard to the principles
of commercial sensitivity and confidentiality.

Any future awards of HSI financial supports should ensure that the principles of fairness, openness, transparency and accountability
have been clearly demonstrated and can withstand the challenge of any stakeholder or awardee.

A number of areas for significant improvement were noted during the course of the review. Action is required on the part of the Board and
Management to address the identified areas for improvement.

It also has to be acknowledged that HSI is one of the newest of the NGBs of Sport. HSI has a wide range of issues to manage in a complex
operating environment and is led by a small management team.

Internal Audit were made aware of a number of issues raised by one stakeholder. No matters or evidence came to our attention during the
course of this review which would corroborate the stakeholder's opinion that there had been an abuse or a misuse of public funds by HSI.

Internal Audit sought the views of Board members and senior executives through the use of a confidential questionnaire. The primary
purpose of the questionnaire was to identify areas for improvement to assist the organisation in its governance and administrative control
processes. The results of the consultative process are set out in Appendix 3. These results do not represent the views of Internal Audit.

The areas for improvement may possibly stimulate further debate on important issues for the company and the industry.

Sport Ireland — Horse Spon Ireland 2016 — FINAL REPORT
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A number of areas are identified as representing specific strengths both of the company and the sport horse industry. The primary source
of these comments is the output of the self-assesment questionnaire process. They do not represent the views of Internal Audit. The results
of the consuitative process are set out in Appendix 4.

The audit process relies on the information and explanations made available during the course of our work. A scope limitation or
impediment on our work could arise in the event that key issues concerning governance and controls and other relevant information were
not made available or not disclosed to the internal audit team. In such a situation or scenario, the findings, recommendations and
conclusions arising from our audit work could be impacted, undermined or compromised.

We do not accept responsibility for such information and have not performed any substantiation or external confirmation procedures to
establish its accuracy. Detailed testing of the system of internal control was not undertaken. Therefore, we do not offer any judgement as to
the existence or completeness of internal controls systems within HSI.

Our work was performed in accordance with the Deloitte Internal Audit Methodology which is consistent with the Standards of the
Chartered Institute of Internal Auditors.

This report has been prepared for use by Sport Irefand only and it is confidential. It should not be used, reproduced or circulated for any
other purpose, in whole or in part, without our prior written consent. Deloitte accepts no responsibility to any third parties for breach of this
obligation or for any opinions expressed or information included within this report. No other parties, except those set out in our engagement
letter, are entitled to rely on this report for any purpose whatsoever.

We remind you of the Terms of Business of our engagement as Sport Ireland’s Internal Auditors, particularly in relation to confidentiality.

We express our thanks to the HSI Board Chairman, HS! Board members, Chairmen of the Sport Sub Board and the Finance Committee,
HSI executives, stakeholders and third parties who assisted us and with whom we came in contact during the course of the review. We
acknowledge that many of those with whom we came in contact serve the sport horse industry in a voluntary capacity and play an
important role in the industry's development.

Our observations and recommendations in this report relate to opportunities for improvement in governance arrangements, financial
controls and accountability requirements for HSI financial supports. Cur observations and recommendations are for consideration by HSI
who may deem it appropriate for actions to be taken, or not taken, in relation to the matters raised.

Sport Ireland - Horse Sport Ireland 2016 - FINAL REPORT
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2. Detailed Findings and Recommendations — Governance

E Findings

(ii)

Clause 2(a) (v) of the company’s Memorandum and Articles of Association requires
that HS| obtains adequate and secure financial resources for the sport horse
industry,

Clause 1.2(iv) of the Terms and Conditions of the company's agreement with Sport
Ireland requires that HSI has or will have sufficient financial resources to deliver on
its strategy. HSI is currently developing its own four-year plan in response to the 10
year industry plan entitied “Reaching New Heights".

We have not carried out an audit of HS| financial statements. These financial
statements, which are published in the 2014 HSI Annual Report are summarised at
Appendix 8 of this report. We note that HSI's External Auditors have issued an
unqualified audit opinion and we have been advised by Management that this area
is continually discussed and highlighted to the Board.

Arising from our review we noted that the company’s liabilities exceeded its assets
at 31 December 2014. During the course of this internal audit review we carried out
a benchmarking exercise on the financial strength of a number of representative
organisations as a guide to what might be an appropriate level of financial
resources for HSI. The representative organisations for the purposes of the exercise
are mainly National Governing Bodies of Sport, medium-sized grant awarding State
Agencies, a HSI affiliated body, and a number of national equestrian organisations.
All organisations had annual income exceeding €1m. Excluding the two largest
organisations, the average annual income of the remaining organisations as
extracted from their most recent published accounts (either 2014 or 201 3) is €4.4m.
The benchmarking exercise consisted of making a comparison of the organisations’
cumulative financial reserves to their total yearly income by reference to the latest
available audited accounts. The information obtained is then expressed as a
percentage which is converted into a number of months as a financial strength
performance indicator. The resuit which is presented in Table [ below gives an
indication of the financial cushion the organisation has to meet their day-to-day

h Recommendation

HSI should consider some or all of
the following actions:

(i) Examine all possible ways

whereby the financial resources
and income available to the
organisation can he
strengthened to meet the needs
of the industry in the years
ahead.

(i) Undertake a value for money

assessment of the major HSI
expenditures to establish that
the expenditures can continue
to be fully justified.

(ili) Examine whether the services

(iv)

and support arrangements
given to affiliates or others are
properly and fairly compensated
to HSI.

Launch a financial strategy that
generates a sufficient level of
gross annual income in order to
support the industry and to
achieve strategic objectives
notwithstanding the fact that an
economic downturn occurred in
the years subsequent to the
publication of The Dowling
Report.

| Priority

Sport Ireland - Horse Sport Ireland 2016 — FINAL REPORT
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expenditure and the unexpected and unanticipated events which can readily arise
when, for example, meeting the needs of strategic plans.

(iii) A benchmarking exercise of this nature should be an important part of financial
planning for an organisation that does not have an implicit or supporting State
guarantee indemnifying its operations.

(iv) Internal audit acknowledge that it has been HSI's ethos and policy to expend all

monies available to it on ils programmes and financial supports and that this
accounts for the absence of reserves in HS!'s Balance Sheet at 31 December 2014.

TABLE | - Benchmarking Financial Analysis

NGB/Grant Awarding Financial Reserves at % at column 2
Body/Equestrian Body the Balance Sheet expressed in
date as of percentage months
of gross annual
income
(1 [2] 3]
A, 114% 13.7 months
B. 115% 13.8 months
C. 110% 13.2 months
D. 67% 8.1 months
E. 39% 4.7 months
F. 26% 3.2 months
G. 19% 2.3 months
H. 18% 2.2 months
. 11% 1.3 months
J. 13% 1.59 months
K. 8% 0.99 months
L. 13% 1.5 months
M. 4% (.5 months
N. 91% 10.9 months
HORSE SPORT IRELAND <0.04%> <0.005 months>
AVERAGE (OF FIFTEEN 43.2% 5.2 months

(v) Consider preparing in future

{vi}

periods, HS| consolidated
financial statements to include a
consolidated Income and
Expenditure Account and
Balance Sheet.

This recommendation is made
in the interests of presenting a
clearer and more transparent
view and appraisal fo HSI
stakeholders of the group’s
incomes and expenditures and
financial position at each
balance sheet date.

Internal Audit acknowledges
that the application of the
company size criteria (i.e.
income, assets and staff
numbers) to HSI, do not require
that statutory consolidated
financial statements be
prepared.

Develop a financial reserves
policy to enable HSI {o have a
financial cushion to meet
unexpected expenditures as
they occur.
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(v) The group of organisations which no..:u:mmn_ the mmzn:_._..qu_:m Financial
Analysis is categorised as follows:

wrenssasnas

Description

aesnaasumnesssasssesssaens
sramEsesssasererareenene

9 Large National Governing Bodies
of sport, but excluding the GAA,
IRFU and FAI.

4 Equestrian Bodies.

2 State Bodies that award grants.

15
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{vi) Consolidated financial statements of HSI and its wholly owned subsidiary,
Horse Sport Ireland Export Limited, are not prepared by HSI on the grounds
that there is no requirement under company law. Cumulative losses of the
subsidiary at 31 December 2014 amount to €113,493. These losses by the
subsidiary have not been disclosed in the 2014 HSI published Income and
Expenditure Account and Balance Sheet (2014 Annual Report: pages 61 and
62). These losses are however disclosed in note 8 to the 2014 HSI financial
statements.

L T T
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Management Response
: Action Plan i Owner/Title i Implementation Date '

While we accept that Horse Sport Ireland needs to improve its financial reserve position our | HSI Board During 2015 and 2018
current weak reserve position is not due to any lack of oversight. The majority of Horse
Sport Ireland's funding is allocated for a specific purpose. Horse Sport Ireland became the
National Governing Body in 2008 at the outset of the worst economic crises in the history of
the state. One year after HS| was established, HS| was faced with budget cuts which
continued in subsequent years. The Sport Horse Sector was also adversely impacted by the
economic downturn. Over the years we managed to sustain our allocations to affiliates and
maintain our overall allocation for international events despite an almost 30% cut in our
income. Without such an approach we believe it would not have been possible to gain or
retain the support of our affiliates. We would point out that the ISC have set no target for
NGB's in relation to reserves, nor is it mentioned in the Code of Practice for Good
Governance of Community, Voluntary and Charitable Organisations.

Sport Ireland — Horse Sport Ireland 2016 - FINAL REPORT
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We have noted the comparisons Deloitte have made with other organisations and we would
have an awareness of this. However, these organisations are well established and had the
benefit of the economic boom. Horse Sport Ireland was only established in 2007.

Now that things have improved there will be a much more accepting attitude towards Horse
Sport Ireland retaining a portion of its income in order to build a reserve. We will however
need clarity for the ISC and the Department of Agriculture on their views on retaining a
portion of their grants to contribute o reserves.

Since 2012 Horse Sport Ireland has published an Annual Report which includes the audited
financial statements. Horse Sport Ireland has received a full clean audit report each year
since its inception from its auditers, Grant Thornton.

At the time of publication of the HS| 2014 Annual Report in August 2015, Horse Sport
Ireland Chairman Pat Wall stated that “since our inception in 2007 our emnphasis has been
on supporting the industry through tough economic times and we have run minor deficits in
some years rather than making cuts. However, this is not something we can continue fo do.
We need fo be returning a modest surplus year on year fo improve our balance sheet,”

We do not agree with audit findings paragraph {vi) above as it infers that the position
regarding the wholly owned subsidiary was not disclosed in the HS| Annual Report. It was
clearly shown as Note 8 which is referenced in the published Income and Expenditure
Account and Balance Sheet. The full financial statements, including the notes, were
published in the 2014 Annual Report.

Sport Ireland — Horse Sport treland 2016 - FINAL REPORT
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2.2 Formal Risk ldentification and Assessment Process

E Findings Recommendation Priority

(i) HSI should implement an
appropriate risk identification,
assessment and management
process.

Section 2.3 (a) of the Code for Community, Voluntary and Charitable Organisations
prescribes that an organisation does a full risk assessment each year.

mesrasnessesenan

This will involve:

{i) l|dentifying and understanding the risks facing the organisation;

(i) Assessing and mitigating the risks to ensure they are within the organisation’s risk
appetite as set by the Board; and

(i) Ensure the processes, accountability and resources are in place to manage the
organisation’s exposure to risk.

L D P P PP T

ampasttvartnn

We noted that a formal process for the identification and assessment of HSI risks is not in
place. A risk register including all risks applicable to HSI, including financial, strategic,
operational and reputational, has not been compiled.

Risk

There may be risks applicable to HSI that they are unaware of resulting in a lack of
appropriate safeguards being put in place to mitigate these risks.

T L LT R Py P T PT T T T T PP TP P TS
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Management Response

:  Action Plan : Owner/Title { Implementation
i Date
: > Risk Register is now in place m_._n has been muuae_ma c< the Board. Board & Executive _Egmam:aa

E AR A AN R AR E RN R AN ST RN A IR P PR h b e At bdddtbrtat e annaanren wranansasuasansed
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t Findings

(i)

(ii)

The HSI Board has nineteen Board members. This is consistent with the original (i)
Memorandum and Articles of Association of the company. Three organisations have

multiple representatives on the HSI Board. In aggregate these three organisations hold
eleven of the available Board positions. This may give rise to the risk of a dominant

influence being exercised.

An observer, who does not have HSI director status but was in the past a director of the
Equestrian Federation of Ireland, attends HS| Board meetings. He may coniribute to
proceedings/meetings with the approval of the Chairman. This arrangement with the

former director of Equestrian Federation of Ireland was prescribed by Sport Ireland. (i)

(iii) Best practice corporate governance sources (e.g. Institute of Directors) make reference

to the principles and practical considerations that should inform what constitutes optimal
Board size. The main principle for governance at Board level is that Boards should not
be so large as to be unwieldy. Associated practical considerations include, for example,
that the ability of any Board to make decisions and exercise proper scrutiny becomes
increasingly difficult at sizes in excess of 10-12 members. A smaller board size may
improve the quality of communication and can result in more focused discussions.

(iv) Analysis performed by Internal Audit on no-for-profit organisations indicates that seven

V)

Board members may be considered normal size for Boards or equivalent committees.
Ultimately, what constitutes the right or optimal size for a Board is a matter for each

individual Board to reflect upen and decide having regard for its own individual
circumstances. (iii)

Internal Audit acknowledges that there is an inherent risk of fragmentation in the industry
and that any substantial change in Board size could have significant impact on the
representative arrangements for HS1 Board composition including how the twe Sub-
Boards operate. Any prospective new arrangements could include the formation of
Board Committees who report periodically to the main Board on matters within their
specific permit.

{(vi} The Chairman of the Sport Sub-Board does not attend meetings of the main Board

arising from the composition of the main Board requiremenis laid down in the
Memorandum and Articles of Association. The CEQ reports to the main HSI Board on
the activities of the Sport Sub-Board.

Recommendation

Priority

The Board should consider its

current size and composition

and assess whether a \mpor
smaller-sized Board would

lead to greater efficiency and
effectiveness in the Board's

operations. This task should

be a component part of a

Board Effectiveness Review.

A review of the company’s
Memorandum and Articles of
Association should be carried
out to satisfy the ongoing
requirement that the current
governance and legal
framework remains fit for
purpose for the industry in the
years ahead, and particularly
in the context of the challenge
presented by the industry's
ten-year strategy Reaching
New Heights.

Review the appropriateness
of the exclusion of the
Chairman of the Sport Sub-
Board from the HSI Board
Meelings, having regard to
the fact that the Sport Sub-
Board plays an important part
in the overall consultations
and communications
framework for the sport horse
industry.

Spon Ireland — Horse Sport Ireland 2016 — FINAL REPORT
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{iv) Review the appropriateness
(vii) The Chairman of the Finance Committee does not attend meetings of the main HSI i of the exclusion of the

Board. Chairman of the Finance
Committee from the main
Board, particularly in view of
the fact that HSI's finances
have reached a critical
juncture and because the
oversight of finances is an
important part of HSI's
governance.

sevnsmad

(viii) Any changes to the Board composition and size would be a deviation from the Dowling
report recommendations and would require the agreement of the current Board, the
Government and the affiliated bodies.

TesmmsravmrsanasvEesanasy
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v) Consider also the size of the
Sub-Boards and the manner
in which they operate in a
similar Sub-Boards'
effectiveness type review.

L D P T L L LT
ansssssuanasssne

(vi) Assess the composition of the
Board and sub Boards in
terms of competencies and
independence.
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Management Response

various organisations in the sector agreed to the formation of Horse Sport Ireland.
The participation of each organisation was conditional on it getting the Board
representation as specified in the document. The document was approved by the
Government and our main funders the Irish Sports Council.

e There is no evidence in the report that the Board did not operate effectively. A key
strength is that the Chairman of the Board was appointed by the Government. We
have concems in this report about inferences that Board members nominated by
particular bodies may coalesce for their own ends. In our view the Directors of the

Action Plan Owner/Title : Implementation :
Um*m

¢ The structure of Horse Sport Ireland was set out in a Government document moma Affiliates and Government >==o_vm#ma in
produced by Michael Dowling the former Secretary General of the Department of : 2016. Stakeholder :
Agriculture, Food and the Marine. It took several years of negotiation before the : dependent

asPEMTESEAABRNANIsVETIESESNSST R T RARTR RS
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.. Company are very aware of their fiduciary duties and we don't see any evidence to 4 q
the contrary.
« Now almost 10 years after the Dowling Report was produced, the Government is
proposing fo do a review of the structure of Horse Sport Ireland and its affiliates.
This is entirely appropriate.
» The Chairman of the Finance Committee is attending the HSI Board meetings since : Implemented
Q4 2015.

Sport freland — Horse Sport Ireland 2016 — FINAL REPORT
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Findings

Recommendation Priority

(i) Continue with those endeavours
which are underway in order to meet
the HSI early 2016 timetable for
compliance with good practice
governance.,

{(ii) Having regard to the many
similarities and shared
characteristics, as outlined in
Appendix 2, between HSl and a
State Agency it is recommended that
HSI also considers any additional
requirements of the 2009 Code of
Practice for the Governance of
State Bodies.

(iii) Consider improving the disclosure
on HSI's website of the governance
framework and documentation which
are relevant and explains how the
organisation is managed and
controlled for reasons of openness
and transparency.

(iv) The Better Boards, Stronger Sport
toolkit available from Sport Ireland
is available to NGBs, such as HSI,
and should also be considered by
HSI as it works towards enhancing
its own governance and control
framework.

(i} The company's Memorandum and Articles of Association lay down the
requirements in relation to how governance arrangements shall operate from a
legal structure perspective. These documents do not set out how good practice
corporate governance requirements should operate for a large national governing
body of sport such as HSI.

nevsesan
aversasusns

(i) HSI are currently working towards compliance with the requirements of the Code
of Practice for Good Governance of Community, Voluntary and Charitable
Organisations (the Code). This Code will require the implementation of further
controls and processes to enable compliance with the Code. The Code was
launched in May 2014 by Sport Ireland as a good practice approach towards
governance to which all national governing bodies were expected te comply.
Compliance with this Code is not mandatory.

SasEaaBResRAPEtevErienennrRanannn
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BeREEABIEbAdT s harananeRRRsans

It is anticipated by HS| Management that HSI will be compliant with the
requirements of the Code of Practice for Good Governance of Community,
Voluntary and Charitable Organisations during 2016.

(iii) Our review of HSI's website disclosed that governance documents, such as terms
of reference for Boards and Subcommittees and handling of complaints, are not
made public via the HS| website.
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{v) Develop a quality customer services
charter for inclusion on the HSI :
website which outlines the
organisation's commitment to
handling enquiries, and complaints, m
in a professional, attentive, co- : :
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:  operative and efficient manner. A :
:  dedicated email might complement :
this process.

{(vi) The Finance Committee should
meet with the external auditor at
least once annually, without the
presence of the HSI full-time
executives.
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Management Response

Owner/Title { Implementation
Date

Action Plan
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Horse Sport Ireland is not a state body and is therefore not subject to the code that applies : Board
for such bodies. We do not enjoy any of the protections applied to such bodies. All of our

Board members are volunteers. Reference is made in the document to Horse Sport
Ireland's journey towards compliance with the ‘Code of Practice for Good Governance of
Community, Voluntary and Charitable Organisations. This code was only designated as
the relevant code for National Governing Bodies in May 2014. This was less than 10
months before the audit began. The Board moved very prompily {o address the new code
once it was designated by the Irish Sports Council and we expect the Code to be fully
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implemented during 2016.
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2.5 Beard Effectiveness Review

f Findings Recommendation Priority

(i) A formalised Board
effectiveness review should be
conducted on a periodic basis.

Section 4.3 (a) of the Code for Community, Voluntary and Charitable Organisations
prescribes that an organisation agrees a yearly Board review process.

mesersnasann

...m_.&...l ."n._, e |

This process will include, for example:

{i) A review of the Board as a whole and the performance of the Chairman;
{ii) The performance of individual Board members and their contributions;
{iii} The sub-committees’ performance, structure and size make up;

{iv) The adequacy of information for Board meetings;

{v) An assessment of succession arrangements in order to avoid corporate memory loss;;

(i) A skills assessment should be
carried out to determine
required skills for Board
members in order to effectively
exercise their oversight role and

. : to achieve challenging strategic

{vi) ldentifying areas for improvement. : objectives.

We noted that a formalised Board effectiveness review is not carried out by HSI. We further
noted that an annual process identifying skills, attributes and experience to enhance overall
Board effectiveness is not conducted. This is due to take place in 2016.

Risk
(i) Improvements to Board effectiveness, on both an individual basis and for the Board
as a whole, may not be identified; and
(i) The composition of the HSI Board may not reflect all required skills to

effectively/sufficiently monitor the management of key strategic and operational risks
of the organisation.
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Management Response

Action Plan i Owner/Title . _B.u_m.:m:ﬂmzo:
: : Date

nsannsunspdnagnonneinwl

: It is envisaged that the Government sponsored structural review of Horse Sport Ireland would: Government Sponsored Structural : Anticipated in

: include a formal Board effectiveness review as part of its work. : Review : 2016 subject to

: Stakeholder :
bevuressnunsnnannssnasnns arssnaan L Ty N T e T R R L L e L LI E R L I ETITS T mesnasursesacesasnnuersaesssanseeteaurannsotastsaliasusensransisanrnsnnsnuresnersnassnasunnsnnsassannsrarnsnansunsnhoararannnnans ensunsusssnsennnsd
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2.¢ Induction Process for Board Members

Findings Recommendation Priority

(i) The induction process should be
enhanced, formalised and i
implemented in HSI. . Important

Section 4.3 (c) of the Code for Community, Voluntary and Charitable Organisations
prescribes that an organisation “Agree and put a comprehensive induction programme in
place for new Board members”.

Section 5.1 {d) of the Code further details that an organisation should “Make sure all Board

(i) Signed codes of conduct must cmm b
members sign a commitment to follow the code (of conduct) on appointment”. 3

provided by all Board members.

An induction process for new HSI Board members has not yet been formalised and
finalised. Internal Audit were provided with a draft copy of the induction process which is
due o be implemented by the end of 2015.

Signed codes of conduct for all Board members have not yet been obtained by HSI. They
were furnished to Board members for signing at the time of our review and are due io be
returned to HSI.

L T T T T T Y P T PY T PP PN
ntenssnanserssennraaan

memmsssnssesssessannnaan

During the course of our review a breach of confidentiality carme to our attention whereby
the HSI annual budget appeared in a national newspaper. This occurrence was regarded by
HSI as isolated and unacceptable.

Risk

There may be ambiguity around the roles, responsibilities and conduct expected of Board
members upon appointment to {he Board.
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Management Response

Action Plan Owner/Title
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HSI Company Secretary
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A Board member Induction Process has been put in place.
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: A Code of Conduct is now provided to all Board Members.
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2.7 Schedule of Matters Reserved for Beoard Decision

Findings Recommendation Priority

A Schedule of Matters reserved for

Section 4.1 (d) of the Code for Community, Voluntary and Charitable Organisations
Board decision should be formalised.

prescribes that an organisation “Make sure there is a copy of the schedule of matters
reserved to the Board in the Board handbook”.,

A formalised Schedule of Matters reserved specifically for Board decision is not in place.
We acknowledge that it is the practice of executive management to bring all significant
matters to the Board's attention. The Board meets every two months.

Management provided Internal Audit with a list detailing all decisions that must go before
the Board; however this has not been reviewed and approved by the Board.

Guidance on the contents of the Schedule of Matters for Board Decision can be found at
Section 2.1 of the 2009 Code of Practice for the Governance of State Bodies.

Risk
There may be ambiguity around decisions that are required to be approved by the Board.
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Management Response

is due for completion in 2016, as part of that project a Schedule of Matters has been drafted
and will be put before the Board ..o_. its oo=m_amam=o=

L T R P LT P T P P TP PP sessessacsreasseansnn
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: Action Plan : Owner/Title : Implementation
: Date
The project 8 _Bu_mama the Ooqm woﬁ Community <oE£mQ and Charitable Oaam:..mm:o:m Board 2016
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2.8 Staff Performance and Appraisal

Findings Recommendation Priority

The staff performance and appraisal @ _ ;
process should be formalised and : g \
operated as intended. Important

Formal staff performance and appraisals have not been carried out by HSI although a
performance management system guidelines document is in place. Staff appraisals are due to
be carried out by the end of 2015.

Risk

mesmassraraanen

YT YT PRI

Areas of performance that need to be improved and developed may not be recognised due to
lack of review.

B T Y YT I I

resssneusotnnnrenanavenatonsenens
o

Management Response

transferred to Horse Sport Ireland. As part of those transfers the terms and conditions of
employment were protected. As part of the ongoing integration process, HSI has taken
opportunities as they arise to move to standardised employment terms.

: Action Plan ¢ Owner/Title Implementation
Date
In Nccm mauuou‘mmw oﬁ Em _:m: Horse Board Co-op and the mn:mm:_m: _umamqm:o_._ of _qm_m:a CEO _En_mz..mamn_

mesacuasurvancansress

Included within this integration process has been the development of formal staff appraisal
processes. The formal staff appraisal process was introduced in 2015 and will be fully
operational by the end of 2016.
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3. Detailed Findings and Recommendations — Financial Administration
Controls

3.1 Motor Indemnity Certificates

Findings xmoo_.z_:m:n_m:o: Priority

The HSI Financial Procedures Manual state that “it is the responsibility of employees to >__ individuals who n.:_..m on behalf of ,m....ﬁn T
ensure that they have adequale business insurance in place, which indemnifies the HS! HSI should provide on an annuai basis : / :
against alf claims arising while using private fransport, on HSI business”, motor insurance indemnity cerlificates | || :

portant |

: to H3l.

i The revised process should be subject
: o ongoing monitoring.

We noted that there is a lack of monitoring of motor indemnification to the HSI as staff
members are not required to submit motor indemnity certificates when driving for work
purposes on behalf of HSI.

Risk

HSI may be liable should an accident occur while an individual is driving for HSI work
purposes.
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Management Response

Action Plan : Owner/Title ¢ Implementation

: Date
----b-------;---o---a---u---.-------n------.---------:------u---------u---u---bn---.—-:-‘-n----------—.--o---.u---w---:------u--Ha--------:-.------n
: Staff are now required to furnish motor insurance indemnity certificates before motor HSI Finance Department ¢ Implemented

:.m<m___:m expenses can be paid.
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3.2 Bank Mandates and Bank Accounts

Findings Recommendation Priority

During the course of our review, we noted that the HSI bank mandates have not been :uamﬁmam {i) Bank mandates should R
for some time and as a result one of the authorised signatories included on the mandate is no be updated in a timely : :
longer a Board/Committee member of HSI. manner following any _ |

!

preravaian |
changes in Board _._. iopcnant f
membership or
employment, such as
departures.

{ii) Dormant bank
accounts should be
closed down or re-
assessed for their
continued use to the
business.

We acknowledge that HSI are in the process of updating bank mandates and that the
proposed changes were presented and approved by the Board on 5% May.

We further note that HSI currently hold five bank accounts; however there is no activity on two
of the accounts and thus the accounts are dormant.

Risk
(i) There is a potential risk of inappropriate payments.

#
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(i) Greater risk of inappropriate transactions being processed through dormant bank
accounts.
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Management Response

bank accounts are being reviewed in light of funding provider requirements. Any
inactive account not required will be closed.
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: Action Plan : Owner/Title i Implementation
: (i} The Bank mandate has been updated : HSI Board : Implemented
L e ——————————— - ———— S— RO Mot SNV . B st ;
(i) The two inactive accounts were opened at the request of funding providers. These HSI Board : Implemented
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3.3 Organisation of Working Time Act, 1997 - Compiiance

Findings Recommendation Priority

A clock-in system is operated for all HS| personnel. A central record of hours worked by

i HSIl employees should be operated so
that central corporate monitoring of
compliance with the Act can take place.

It has been brought to our attention during the course of our review that it is
commonplace for HSI employees to work on a regular basis, outside normal working
hours to meet the requirements of HSI's business. And that this manner of working is
reflective of the way that the sport horse industry operates.

L T Y YT

Many events are organised at weekends, including bank holidays, away from the office.
HS!| management have assured Internal Audit persannel that HS| employees have the
commitment, willingness, goodwill and dedication to do whatever it takes as
circumstances require. A time-off-in-lieu arrangement is operated.

L T T X P YT T T

aenssusssnerrennaran

The Organisation of Working Time Act, 1997 states that the maximum average working
week for many employees cannot exceed forty-eight hours. This does not mean that a
working week cannot ever exceed forty-eight hours. It is the average over a period that
is important and comes into the reckoning.

P T T Y T PP

We are advised that time records, including hours worked, are monitored at a HSI
departmental manager level in order to establish time-in-lieu entitlements.
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Management Response

: Action Plan Owner/Title ¢ Implementation
i : Date
Ioam muon _a_msa endeavours to nqmm:w a culture E:m_.m m»m: are =mx_c_m and are H.S.1 Executive Implemented

willing to work outside normal business hours in the evenings and at weekends when
most of the activity in the industry takes place and to accommodate times suitable to
Bmmn volunteers. Excess work hours are now being more closely monitored.
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3.4 CEO Expense Claim and Credit Card Sign-Off

i Findings Recommendation Priority

Travel and subsistence claim forms
and credit card purchases should be
signed off at the appropriate level in
line with the financial procedures
manual.

In line with HSI financial policies and procedures (Procedure 12.7 {(e)) travel and
subsistence claim forms for the CEO must be countersigned by the Chairman. We noted for
the one travel and subsistence claim selected for the CEO that it was not countersigned by
the Chairman. This was for an amount of €1,326.99.

We further noted that approval/sign-off for purchases incurred by the CEO on the corporale
credit card must be obtained from the Chairman. From review of the credit card statements
in 2014, this sign-off was not obtained.

We noted that the travel and subsistence claim form and the credit card statements were
countersigned by the Finance Director.

mesacanasnsnssessenssRanRsRRaanansnE
D L P T YTy

No issues arose in relation to the expenditure items examined as part of the audit review of
expenses. All of these items were incurred in the ordinary course of HSI's business.

Risk

The appropriate level of challenge may not take place in relation to expenditure incurred by
employees.
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Management Response

senn

Action Plan Owner/Title : Implementation

YT

: : Date
rosscannasmas e s s U TSSO ST et S oprensnens sl
: During the course of the audit, the sign off exceptions were noted. All previous : CEQ & Chairman : Implemented
: expenses claims have been checked and signed off by the Chairman with no issues
: arising.
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3.5 Fixed Asset Register

Recommendation

E Findings Priority

A fixed asset register should be
implemented and reconciled to the
HSI general ledger on an annual
basis.

At the time of our review, a fixed asset register was not in place. HSI currently hold, as
disclosed in the 2014 Audited financial statements, circa. €70k of fixed assets at net book
value.

Management have indicated that they are in the process of collating an inventory log which
will detail all assets, including fixed assets that are held by HSI. They further indicated that
they had begun this process based on a request from the Department of Agriculture, Food
and the Marine.

Risk

There is a risk of diminished control over fixed assets where a fixed asset register is not in
place.
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Management Response

Owner/Title implementation

: Date

>o.=o= Plan

mbduntvisbireddinbrvanny Frburubrvndntrbintrtaniniindn b ks

HSI Finance Department
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This project had been underway prior to the Internal audit, a fixed asset register is now in
place.
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4. Overview of International Hosting Event Grants — Background and Context

HSI has operated a financial supports programme of international hosting grants (Appendix 5) funded by Sport Ireland for many years.
The genesis for these international hosting event grants was a scheme operated by the Equestrian Federation of Ireland, prior to the
establishment of HSI. Subsequent to the establishment of HSI the international hosting grants scheme was continued by HSI.

The proportionality principle (Appendix 6) is an accepted principle in relation to the disbursement of public monies. These international
hosting grants represent approximately 1.6% of HSI's overall income for the last number of years (excluding high performance) and 10%
approximately of the monies made available by Sport Ireland. The average grants paid by HSI in the years 2012 to 2015 inclusive, is
€81,000 p.a.

In 2014, eleven events received hosting event grants. The prospective recipients of these grants, but not the amounts, are known owing to
the publication in advance of the FEI Event Calendar. All grant awards are reviewed and approved by the HSI Sport Sub-Board and the
HSI| Board prior to payment. Payment is made subsequent to the hosting of the event.

HS| have operated six criteria for these grants up to the end of 2014. These criteria were not formally notified to the grant recipients. The
FEI star rating criterion, which is a key criterion for the funding of an event, would be known to the sport horse industry.

The six criteria have not been published on the HSI website or publicly advertised. These criteria came into the public domain in October
2014 in response to enquiries of the Public Accounts Committee. In July 2015 these six criteria were revised to three criteria.

Sport Ireland — Horse Sport Ireland 2016 — FINAL REPORT
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The most important criterion of the three criteria being the FEI star rating of the event, remains unchanged. All three criteria for 2015,
including the related scorings, have been communicated to all of the Event Organising Committees.

The Department of Public Expenditure and Reform issued Circular 13/2014 on 26 September 2014. The Circular has an effective date of
1 January 2015. The Circular deals with the requirements of the principles of transparency and accountability for the disbursement of
public monies. It therefore can be regarded as a standard that grant disbursing organisations would be expected to be aware of and comply
with, HSI is in the process of complying with the requirements of Circular 13/2014 so far as concerns international hosting grants arising
from the process changes which have been made in July 2015.

Prior to 1 January 2015, the operative and relevant standard for grantors and grantees for reporting on grants was Circular 17/2010,
issued by the Department of Finance. It is apparent from our review of both Circulars that Circular 13/2014 sets out a far more rigorous
standard for grantors and grantees than the requirements set out in Circular 17/2010.

The requirements for openness, fairess, accountability and proportionality arise in relation to the use of public monies. The expected
practices in relation to expenditures by public bodies are set out in government guidelines. These guidelines which are based on EU
Directives can offer a form of benchmark or reference point on how the international hosting grants might or should operate insofar as they
fall under the disbursement of monies from Exchequer funds. Private organisations which receive more than 50% of their monies, either
directly or indirectly, from the State are expected to comply with the guidelines as stated.

When examined over a three-year period it is apparent that the majority of the recipients of the international hosting grants received
significantly in excess of €25,000. This is the amount above which public advertising is required in accordance with government guidelines.

It is a common practice for contracts awarded either directly or indirectly from Exchequer funds/public monies that the results of a scoring
and weighting is communicated to the successful and unsuccessful parties. The purpose of this practice is to ensure openness and to
enable applicants to make improvements in any subsequent opportunities that they wish to pursue. This practice of clear feedback did not
operate for the international hosting grants paid up to 31 December 2014.
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5. International Hosting Events Grants and other HSI Financial Supports: Key
Findings

f Findings

(i)

(i)

(iii)

(iv)

(v)

A clear and transparent weighting and scoring-of-criteria process did not operate for
international hosting grants up to late July 2015. Many of the grant recipients had little
awareness of how the grants they had received had been computed. A process of
public advertising or disclosure on HSI's website, to include relevant criteria, did not
operate.

An open scoring and weighting-of-criteria process is in operation in relation to the
award and payment of international hosting event grants in the period from late July
2015 onwards.

In 2015 HSI postponed making its decision on the allocation of funds for international
hosting grants pending the outcome of this internal audit. However, in June 2015 when
the internal audit had not been concluded, HSI proceeded to make the allocations. At
that point the event in Tattersalls was already over, and other events were imminent.
No formal agreement was concluded with Tattersalls in 2015,

The HSI Tatiersalls 2014 agreement, which Internal Audit has reviewed, does not
make reference to the breeding financial support even though two-thirds of that
financial support was awarded by the Breeding Sub Board.

During the course of our review of these financial supports, we were advised by HSI
executives and the Finance Committee that the level of financial support to the
Tattersalls organisation towards the annual June equestrian event was to ensure the
financial viability of the event. Tattersalls had made a submission to HSI on this matter.

Although this rationale is understandable from a commercial perspective it does not
appear that a rationale of this nature was generally made known to the other applicants
for these financial supports. Nor has it been included in the recently published July

2015 criteria for international hosting grants. Thus, a risk of inconsistency and
potentially a lack of fairness arises in relation to the award of grants.

A formal written contract was not concluded by HSI with the RDS in respect of the 2015
and 2014 financial supports made available to the RDS. HSI advised that some small

Recommendation

(i)

(i)

(i)

(iv)

A clear weighting of criteria
process together with public
advertising should operate for
all HSI financial supports to the
sport horse industry.

Formal written agreements
should be concluded and
signed off with the major
recipients of HSI financial
supports prior to the making of
any payments to the
organisations.

Consider whether the
contractual arrangements and
the amounts paid to
organisations including
companies which have
representation on the HS| main
Board or sub boards constitutes
related-party transaction type
disclosures for the purposes of
the HSI annual financial
statements disclosure.

Consider whether there is ment
in reviewing the funding model,

methodologies, or mechanisms,
i.e. one award instead of two,
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Findings

(vi)

issues had arisen in both years in the final negotiations with the RDS and that situation
had prevented a formal sign off of the contractual agreements.

There is a risk that the presence of a senior RDS representative on the HSI Board
could create in the mind of an individual or stakeholder a perception of the exercise of
influence, either directly or indirectly, over HSI's governance and the manner in which
HSI financial supports are operated and disbursed by HSI.

It is unclear to Internal Audit whether these financial support arrangements with the
RDS constitute related-party transaction type disclosures for HSI financial statement
reporting purposes. This matter has been raised with HS! executives.

{vii) The amounts awarded up to 31 December 2014 under the international hosting event

grants scheme are very much in the nature of ex-gratia or discretionary type
arrangements. However, the intuitive judgement and decision making of the Sport Sub
Board and the main HSI Board for 2014 give similar outcomes to 2015 when formal,
written criteria and weighting were applied.

(viii) For some of the smaller grant awards (say, less than €10,000 over a three-year period)

{ix)

(x)

(xi)

under the international hosting event grants scheme, regard can be had of the
principle of proportionality as a mitigating factor in reiation to expected standards of
scoring and public advertising.

The total monetary amount of international hosting grants awarded to Organising
Committees was disclosed in the 2014, 2013 and 2012 HSI Annual Reports. Thus,
some aspects of the requirements for transparency and openness were met even
though that disclosure occurred subsequent to the actual grants award process.

The provision of financial sponsorships by the Breeding Sub Board are not publicly
advertised although the Breeding Sub Board has knowledge and understanding of the
likely interested parties.

No clear criteria or weighting of criteria were made available to Internal Audit in relation
to the operation of sponsorships by the Breeding Sub Board. It is Internal Audit's
understanding and as advised by the Company Secretary that allocations are made by
the Breeding Sub Board, acting with collective responsibility, following a review of the
sponsorship applications from the stakeholders and interested parties. The Breeding

Recommendation

(v)

(vi)

for awarding these financial
supports.

A voluntary debriefing should be
offered to grant applicants and
stakeholders, where requested,
but having due regard to the
principles of commerciai
sensitivity and confidentiality. In
the event that a debriefing
process does not meet the
needs of the industry,
consideration might be given to
the establishment of an appeals
process at a fulure date.

Any future awards of HSI
financial supports should
ensure that the principles of
fairmess, openness,
transparency and accountability
have been clearly demonstrated
and can withstand the challenge
of any stakeholder or awardee.

Priority
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, Findings Recommendation Priority

Sub Board composition follows democratic principles and is representative of the
industry as a whole.

As a consequence of the above comments, there is a risk that the principles of
fairmess, consistency and transparency cannot be readily demonstrated and that
equality of opportunity and access to financial supports may not have been applied
assiduously and consistently.

{xii) [t is acknowledged that each of the major equestrian events and venues offer unique

- selling propositions. These undoubtedly come into play, if there is a formal negotiation
process with HSI, or if individual organisations present comprehensive submissions in
support of their claim for financial contributions. There is an inherent risk in this
approach in the sense that all interested parties may not have equal access to HSI
financial supports resulting in a perception that fair play may not have operated.

L e T T T P T T

Management Response

The total amount of International Hosting Grants grants distributed in 2014 were €75,000. All allocations were approved by the Sport Sub Board and
the Board of Horse Sport Ireland. A detailed scoring system has been introduced for the international hosting allocations. Under both the old and new
allocation systems the main determinant of grant levels was the FEI star rating. The allocations in 2015 under the new scoring system are similar to
previous years. The reality is that the number of FEI events in Ireland in recent years has increased while HSI's funding has been declining. This has
put further pressure on the level of financial support allocated to international events in Ireland.

Comments in the report are also made about the *breeding fund'. This fund is created from breeding subscriptions. When the Irish Horse Board (IHB)
agreed to the maintenance of the Irish Horse Register being handed over to Horse Sport Ireland they wanted assurances that control of this fund
would remain with the elected representatives of the breeders, They were concerned that by joining a larger organisation like Horse Sport Ireland
these funds could be diverted to other activities. They make their decisions on the allocation of this fund based on their knowledge of the sector, which
is substantial.

All allocations under the International Hosting Grant and under the '‘Breeding Fund' have been published each year in the HSI Annual Report.

L R T P P e
L T T T T P T T T P PP
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6. Review of Complaints made by Stakeholder

Millstreet, as advised by its management, is the largest privately-owned equestrian centre in Ireland. Millstreet hosted, for example,
international events for three equestrian disciplines (Dressage, Eventing and Show Jumping) in 2014 and two disciplines in 2015. Millstreet
management have advised us that further major international equestrian events have been confirmed for 2016 and 2017. Millstreet has
been organising equestrian and other events for over forty years. It is recognised as a major contributor to the tourism industry and the
economy in the Cork/Kerry region. It has developed equestrian facilities, at its Green Glens Arena at Millstreet Town, Co. Cork.

During the course of the current review the Internal Audit team agreed to meet, at HSI's and Sport Ireland’s request, with Millstreet
management. A meeting tock place in Deloitte's offices on 1st July 2015. Prior to that meeting a file was furnished to the Internal Audit
team as background to the complaints which had been made by Millstreet to HSI and Sport Ireland. Some of these complaints had also
been made known to the Chairman of the Public Accounts Committee in correspondence dated 10" December 2014. These complaints
were also the subject of Millstreet correspondence, dated 14% October 2013, to the Chairman of Sport Ireland.

Internal Audit wishes to state that a number of the complaints fail outside the scope of the internal audit review process. However, we
acknowledge that a number of the complaints in question were covered by our scope. In summary the key complaints made by Millstreet
which were relevant to the scope of this review included:

e No clear and transparent procedures operated by HSI in relation to the allocation of international hosting event grants or breeding
financial supports.

¢ Public awareness measures, such as advertising and calls for expressions of interest resulting in a competitive process did not take
place for the international hosting event grants.

¢ Funds have been distributed without any clarity.

* An appeals process does not operate in relation to grant awards.

+ Tax clearance certificates are not required in advance as a pre-condition to the allocation of funds and financial supports to equestrian
organisations.

» HSI has been very inattentive in responding to numerous email communications from Millstreet, particularly in relation to the allocation
of HSI international hosting event grants in 2012, 2013 and 2014 and the related criteria.

¢ Delays occurred in HSI making grant allocations to Millstreet due to a pending mediation process between Showjumping Ireland and
Millstreet which is related to an ongoing commercial dispute between Showjumping Ireland and Millstreet.

 An abuse and a misuse of public funds by HSI have occurred.

Sections 2 and 5 of this report sets out recommendations arising from this governance, controls and financial supports review.
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