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Finance and Audit Committee Report to the AGM, Equestrian Canada 
 
 
Introduction 
It has been a very busy and active year for the members of the Committee to whom I express 
my sincere thanks for their hard work.  There have been 12 meetings since April 1, 2018 to 
date.  The Committee members are as follows: 
 

• Rob Mitchell, CFA, Equestrian Canada Board Director and Chair of the Audit & Finance 
Committee 

• Jane Milton, Equestrian Canada Board Director 
• Craig Collins, Equestrian Canada Board Director 
• Susan Harrison, Registered Participant 
• Meg Krueger, Equestrian Canada President, Ex-Officio member 
• Richard Mongeau, Chief Executive Officer Equestrian Canada, Ex-Officio member 
• John Wightman, CPA, CGA, Director of Finance & Admin., Equestrian Canada, Ex-Officio 

member 
 
The finance area of Equestrian Canada has made significant progress this year.   Most notably is 
the addition of Mr. John Wightman, Director of Finance and Administration, CPA, CGA.  John 
joined EC in November 2018.  John has many years of professional experience both in the High-
Tech. sector and with non-profits, including Director of Finance at another National Sports 
Organization.  He has provided a strong professional skill set to the corporate team with respect 
to both financial stewardship and strategic and operational management for ECE. 
 
Since John came on board, we have improved timeliness of financial reporting, upgraded 
expense control procedures, created a new corporate budget tool, and modified the chart of 
accounts to better reflect our operations.  We recognize this remains a work in progress and we 
believe further improvements will be made as we go through a full operating cycle under John’s 
financial leadership. 
 
Financial Results Fiscal Year Ended March 31, 2019: 
 
Overall, the fiscal year 2018-19 operating results were significantly better than the budget 
forecast set out at the beginning of the fiscal year. Equestrian Canada ended the fiscal year with 
a loss of approximately $50,000 compared with the budgeted deficit of $216,000.  
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Revenues increased by about 10% to $6.6 million over the previous year.  Sport license fee 
revenue increased slightly this year, while revenues from membership, donations, and 
fundraising, disciplines and product sales were all higher than the previous year. 
 
Salaries and benefits (which includes payments paid to temporary staff and consultants) 
increased this year by about 13.5% over last year, largely as a result of consultants hired to 
complete board initiatives (i.e.: D.S. Communications Inc., ECE/PTSO Feb/2019 Summit, CSAC), 
higher salaries for senior staff, and settlements paid to former employees. 
 
Discipline expenses (excluding salaries and benefits of ECE staff who provide fulltime support to 
competitive sports) increased significantly this year.  This level of expense was consistent with 
the budget for the year and is principally a result of supporting Canadian equestrians at the 
World Equestrian Games held at Tryon, North Carolina, USA.     
 
Meetings and travel expenses increased by almost 11% for the year.  This is mostly due to the 
expenses associated with the World Equestrian Games, as well as supporting our larger 
community with face-to-face meetings.  This is a large expense for ECE and will be the focus of 
continuing efforts this year to ensure we are getting full value for the dollars spent.  
 
The previously noted $50,000 operating deficit includes a $120,000 write-down of inventory, 
which was considered obsolete and not marketable. 
 
A major change this year in ECE’s financial reporting is the adoption of the Deferral Method of 
accounting for contributions for not-for-profit organizations.  This replaces the Restricted Fund 
Method of accounting used in prior years.  The board believes the adoption of the Deferral 
Method provides readers with a clearer view of the operating results of ECE, and brings us in 
line with reporting methodology used by similar NSOs in Canada.  Our auditors are supportive 
of this change. 
 
The change to deferral accounting eliminates the previous tracking of reserve funds by sport 
discipline.  Previously under the Restricted Fund Method, certain discipline revenues and 
expenses were accounted for separately from other operations of ECE, and surpluses or deficits 
were accumulated in these discipline fund accounts annually.  Under the Deferral Method of 
accounting this tracking by discipline is removed. Discipline committees and others will rightly 
ask regarding the status of funds previously recorded as restricted funds and allocated to 
specific sports or activities.  The following information describes the status of these funds: 
 

• ECE Board will develop a policy on the specific description and intended use of its 
corporate reserves.  This policy will be reviewed annually to be consistent with CRA 
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policy that Not-For-Profit organizations must clearly state the rationale for holding 
reserves beyond their annual operating requirements.  This new Board policy will 
include a commitment to fund competitive athletes to represent Canada in major 
international competitions. 

• Future ECE Board discussion regarding the development of a coporate reserve policy will 
be scheduled after ECE’s September 25, 2019 Annual General Meeting (AGM), at a date 
and time to be determined once the new ECE Board installment has been finalised. 

• ECE, as a National Sport Organization, has the responsibility to fund major competition 
expenses from its corporate resources, rather than discipline committees.  In the past 
there was confusion around whether discipline committees or ECE had the ultimate 
responsbility. 

• Over the last several years, the Restricted Reserve Fund balances have not been tracked 
accurately.  Previously, the policy of ECE was to allocate both direct costs and a portion 
of indirect costs of the ECE operations to the Restricted Reserve Fund balances.  This 
cost allocation policy has not been followed for a number of years, with the result that 
the amounts in the Restricted Reserve Fund balances are significantly overstated, and 
the operating results of the Unrestricted Fund have been artificially depressed. 

• It is important for ECE to actively consult with each of the discipline committees and 
enter into a dialogue to assure the Committees that sufficient funding will be available 
for domestic and international competitions. 

 
QuickBooks Update: 
By the end of the 2019 fiscal year, ECE had fully implemented QuickBooks, and ECE Finance is 
currently training managers with budget responsibilities to use the financial system to manage 
their budgets in a more effective manner.  There have been some past delays in financial 
reporting through the transition to QuickBooks, but we are confident significant progress has 
now been made in this area.  It has been a key mandate of this Committee to achieve on time, 
informative and accurate reporting and we will continue to monitor results in this area. 
 
Audit: 
The annual audit was conducted in the last week of June, and the beginning of July 2019.  The 
auditor was pleased with the improvements made by the current ECE Finance team and the 
overall audit process progressed smoothly.  KPMG concurred with the accounting treatment 
presented, and an unqualified (clean) audit opinion has been issued. 
 
In addition to the audit of the statements, KPMG noted in their report to management, ‘we did 
not identify any control deficiencies that we determined to be significant deficiencies in internal 
controls over financial reporting’.  This should give members comfort that the treatment and 
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presentation of the financial statements is in accordance with Canadian Accounting Standards 
for Not-For-Profit organizations. 
 
The auditor updated management regarding CRA’s Charity Education Project, Tax-Exempt 
Status for Not-for-Profit Organizations, Cyber-Security, Fraud Risk, Sound Management 
Practices and Internal Controls, as well as Accounting Standards updates for Not-For-Profit 
Organizations.  
 
Specifically, the Auditor brought to our attention CRA’s Non-Profit Organization Risk 
Identification Project (NPORIP), which includes guidance for Not-For-Profits regarding how to 
maintain their CRA tax-exempt status. The report emphasized the need for Not-For-Profit 
organizations to have Board approved policies for maintaining accumulated reserve balances, 
surpluses or net assets. KPMG recommends Not-For-Profit Boards explicitly document reasons 
for maintaining reserve balances, how the reserve balance amounts were calculated and 
quantified, and how the amounts will ultimately be used. Policies related to surpluses should be 
reviewed annually.  
 
The Committee extends its thanks to KPMG staff and ECE’s Finance team for the efficient way 
the audit was conducted, and recommends the reappointment of KPMG as the auditor for next 
year. 
 
Fees:  
Equestrian Canada has maintained sport license fees at a constant level over the past four 
years.  However, from a revenue recognition perspective, one aspect of the fee changes put 
into place for 2019-2020, affected the revenue recorded in the 2018-2019 fiscal year.  
 
Starting in 2019-2020, ECE harmonized sports license fees across disciplines by eliminating the 
“amateur” fee and by incorporating a standard and consistent “affiliation fee” within sport 
licenses for all disciplines.  
 
Equestrian Canada has historically recorded affiliation revenue in the period it is received. As a 
result of this practice, the affiliation portion of 2019 Sport License payments received prior to 
April 1, 2019, was recorded in the 2018-2019 fiscal year. The 2019-2020 harmonized fee 
structure represents an increase in discipline revenue for most of the eight FEI disciplines and 
breed sport. 
 
Overview of Fee Changes 
 

- Discipline-specific affiliate fees are now built into the base Sport License fee. 
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- Amateur fees have also been built into the base Sport License fee. Athletes will still be 
required to register for amateur status, but no fee will be applied. 

- Annual fees for ECE Officials previously ranged between $20 and $50 per designation. 
They have now been standardized at $35 per designation. In addition, fees will no longer 
apply to Learner and Apprentice Officials. 

- The re-structure of Sport License requirements for ECE Certified Coaches and Instructors 
results in significantly decreased costs for those at the Instructor, Competition Coach 
and Coach Specialist levels. This will encourage growth within the Coaching program, 
giving more coaches and instructors access to training resources and ongoing personal 
development, and in turn providing parents and athletes with increased opportunities 
for coaching from individuals with proven competency and additional credentials in vital 
areas like first aid, concussion awareness, and respect in sport. 

 
Cash Flow 
The annual cycle of revenue and expenses for ECE is seasonal.  ECE collects most of its revenue 
from sport participants in the early part of each year.  At the same time, many of its expenses 
occur in the summer and fall.   As such, close attention must continue to be placed on the 
quieter season months when cash flow is tightest.  The ECE Finance team has focused on 
cleaning up past-due accounts receivable accounts, and putting better policies in place to keep 
past-due accounts as low as possible.   Internal control policies around the management of cash 
flow have also been improved. New guidance has been issued to event organizers around the 
timely payment of funds due to ECE. 

 
Budgets and Longer-Term Financial Forecasts 
A new budget tool was developed by ECE’s Director of Finance to better facilitate the annual 
budget process moving forward.  A six-year financial budget forecast was developed which 
identifies the cycle of international competitions and the associated variations in expenses year 
to year.  The six-year financial budget forecast also identifies potential areas where ECE should 
target revenue growth.  
The budget for the current fiscal year (2019-20) was developed to provide a greater level of 
detail to assist with expense controls.   Deficits are anticipated this year because of support for 
the Equestrian teams participating in the Pan American Games, and on-going initiatives of the 
Board to improve the organization.  As noted above, the QuickBooks financial system has now 
been made available to ECE staff with budget responsibilities on a “read/report only” basis. This 
will allow ECE staff to more effectively manage and monitor their individual budget 
responsibilities on a “real-time” basis.  
The Finance and Audit Committee will continue to monitor monthly results, budget forecast, 
and cash flow to ensure appropriate decisions are made, if necessary. 
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Above all else, regardless of results, improving communication, trust, respect and transparency 
remains the top priority of the Finance and Audit Committee, so that stakeholders can make 
timely operational and strategic decisions.  
 
 
Respectfully submitted by: Robert Mitchell, Chair of the Audit/Finance Committee 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


