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Dear Mick,

We have completed our Phase Two review of the Immigrant Investor Programme (lIP). Our procedures were performed in accordance with the Services Contract,
dated 26 June 2019, and were limited to the procedures described therein. Our Phase Two report was drafted and finalised between June and October 2020 and
builds upon the Phase One review, which we finalised and reported to you, on 24 April 2020.

Basis of our Work

The information provided is intended to assist you in reviewing the IIP and identifying options for the future of the Programme. The information contained in this
report has been based on information provided to us and the interviews we conducted with a range of stakeholders at a specific point in time.

Use and Disclosure of this Report

Our report is provided on the basis that it is for your information only and that it will not be quoted or referred to, in whole or in part, without our prior written
consent.

This report has been prepared solely for the purpose of our engagement to provide information to Immigration Service Delivery (ISD), formerly INIS, and to the
Secretary General of the Department of Justice and Equality (the Department). Only the Department may rely on any facts stated or opinions expressed in this
report.

The report should therefore not be regarded as suitable for use by any other person or for any other purpose. Should any other persons choose to rely on this
report, that person does so at their own risk. Ernst & Young will accordingly accept no responsibility or liability in respect of it to any such person.

We value the opportunity to work with you and sincerely appreciate the co-operation and assistance provided to us during the course of the review.

Yours sincerely,

Ernst & Young
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Phase Two Review of the Immigrant Investor Programme

Executive Summary

1.1 Summary of Phase One Review

Following discussion with Management, we issued a report on 24 April 2020 which set out findings from Phase One of our review of the Immigrant Investor
Programme (IIP). Phase One provided a Social and Economic Analysis of the IIP, with the following objectives that had been agreed with management in June
2019:

» Review the current objectives of the Programme and how the Scheme has to date met these objectives in terms of employment and economic value
added and overall economic impact, considering the value of immigration permissions to the recipient; and

» In this regard, the approach adopted by European and other countries should be taken into consideration and bring forward options for the programme
in line with overall policies and objectives.

The report highlighted six key findings and made recommendations for improving the effectiveness of the IIP. The findings are summarised as follows:

» A lack of mechanisms, such as available and useful data, hinders effective ‘tracking’ and monitoring of the economic benefits of the IIP within Ireland,
and in relation to the Europe 2020 Strategy;

» There is significant reputational and economic risk associated with rescinding the IIP, as Ireland brands itself as an open economy and is heavily reliant
upon international investment;

» There is an overreliance on Chinese applicants to the IIP, which creates a reliance upon China’s economic performance as an important influence on
future uptake of the Scheme;

» Within the context of Brexit and the potential economic consequences for Ireland, the IIP could be more effectively used as a basis upon which to relieve
infrastructure pressures in Dublin and encourage more balanced regional growth;

» No formal criteria or preferences have been defined in relation to investment categories, in order to maximise the socioeconomic benefit by directing
funds towards the most beneficial sectors; and

» The IIP does not have a formalised strategy or purpose, and the current scheme objectives are too high level to support the effective operation of the
scheme.
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1.2 Phase Two Scope and Approach

Following discussion with management, it was agreed that Phase Two of the review would focus on the wider governance, risk and control matters in relation
to the operation of the Programme, to include consideration of the following:

» Governance and oversight arrangements for the programme;

» The associated resource options and implications including taking into account the structure and membership of the Evaluation Committee, the
appropriate distribution of responsibilities matched with the core responsibilities and areas of expertise of Departments and Agencies; and

» The identified risks and appropriate measures to mitigate against these risks.
In order to further inform our review, we conducted meetings with the following key stakeholders:
» Charities Regulator;
» Members of the Evaluation Committee;
» Deputy Secretary General of the Department of Justice and Equality; and
» Irish Ambassador to China.

In addition, we issued questionnaires to a number of 1IP stakeholder group representatives and carried out an analysis of responses received. We have provided
a summary of key points in the table below, however, this does not represent all responses received and we have not substantiated any of the statements made
by stakeholders.

Stakeholder Group Questionnaires Responses Key Points Raised by Stakeholders

Issued Received
Charities 3 2 » Potential risk for charities in relation to public perception of this programme,
(in relation to the particularly in relation to the potential for negative publicity for charities as the
Endowment Option) beneficiaries of the Programme, due to limited understanding and awareness.
Solicitors 5 1 » Transfer of funds from China is subject to increasingly tight restrictions, which may
(in relation to their inputs to present a barrier to growth of the 1IP are becoming tighter.
the application process) » Investors and agents may have a tendency to directly compare the IIP to the UK

scheme, as opposed to with other EU countries.

» The lIP is favourable to the UK scheme due to the smaller investment requirement
and the absence of a residency requirement.

Project Owners 5 3 » Nursing Homes, Social Housing and Tourism industries may suffer if the IIP was to be
discontinued.
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» Unanticipated changes in guidelines during the course of application processes have
created challenges and delays, and previous changes to the substance of the
guidelines have created uncertainties that may deter applicants.

» Uncertain and lengthy processing times and challenges in engaging with ISD have
created difficulties with securing new investment, and in some cases have caused
investors to divert investment to other jurisdictions where the respective authorities are
more responsive.

» The Apostille process was communicated as having a two-day turnaround time, but in
practice can take up to six weeks and therefore creates further delays in processing
times.

Investment Funds 3 1 » One fund has taken a strategic decision not to focus on the Chinese market due to the
market practice of agents/intermediaries charging high commissions.

» Regulated funds are required to conduct significant due diligence and AML checks on
all of their investors, from any jurisdiction.

» Extended delay in approvals being received from ISD have bene challenged, and this
lack of certainty on approval timeframes is a barrier to the growth of the programme.

» Difficulty in being able to engage with ISD undermines the reputation and
attractiveness of the IIP.

Non-Industry Stakeholders 2 0 No responses received

Consideration of the governance, risk and control matters was undertaken at the time of our Phase One review (report finalised in April 2020). However, we
subsequently held further discussions with management during June 2020 in order to understand the extent of any developments that had taken place in the
interim period.

Observations and recommendations arising from our review of governance, risk and control matters are set out in Section 2 of this report.
In light of recent events, it was also agreed that the scope of Phase Two of the review would be widened to include the following:
» Reflections on the extent to which COVID-19 might impact the IIP in both the short and long term.

This work includes updated high-level commentary on the recommendations made in our Phase One report, to take account of the potential impacts of Covid-
19 on the IIP. This is set out in Section 3 of this report.
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Phase Two Review of the Immigrant Investor Programme

This section sets out findings arising from our review of the governance, risk and control matters in relation to the operation of the IIP. During the course of our
review, we considered a number of key matters in relation to the overall governance of the Programme and the processes for managing key risks, including:

» Staffing and allocation of resources for the administration of the IIP;

Identification and management of risk;

vV v . v.v

21  Summary of Observations

Governance arrangements, including composition and operation of the Evaluation Committee;

Application process, including due diligence and anti-money laundering checks; and

Ongoing monitoring of investors, investments and associated projects.

We have made eleven observations, which have been grouped into four distinct categories as outlined in the table below:

Category Summary of Observations
Governance and Management of the IIP » Staffing / Operational Governance
» Role and Composition of the Evaluation Committee
» Risk Management Framework
» Data Management and Analysis
» Processing Times and Communication with Stakeholders
Managing Risk of Financial Crime » Due Diligence Checks
Anti-Money Laundering, Counter Terrorism Financing and Sanction List
Procedures
Management of Specific Investment » Investment Fund Option
Options .
Endowment Option
Ongoing Monitoring of Investors and » Monitoring of Investors
Projects -
» Monitoring of Investments

Report Section
2.2

23

24

2.5
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Our initial observations were made following work performed during Phase One of the review. We have also included recommendations in relation to each
observation, which are intended as suggestions for enhancing the governance and control frameworks supporting the management and administration of the
IIP. Our detailed observations and associated recommendations are set out in the following sections.
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Governance and Management of the IIP

A robust governance structure is imperative to the effective management of risk associated with the IIP, and to ensure the efficient and effective management
and administration of the Programme. The table below sets out our observations arising from our review of the current governance and management
arrangements:

Key Risks and Observations as at April 2020

Recommendations as at April 2020

IIP Management Update as at November 2020

Committee, there are no formal reporting or
escalation mechanism in place. We understand
that the IIP team have considered establishing
monthly management meetings which would act
as a forum for discussion of key matters such as
new project applications, projects nearing full
investment capacity, and key risks. However, at
the time of our fieldwork, these meetings have not
yet taken place.

resourcing under ongoing review to
ensure that resource allocation is
adequate to manage Programme
administration and risk management on
an ongoing basis.

» Management should also develop a
formal training protocol, to ensure that
both new and existing members of the IIP
team are equipped with adequate
technical knowledge to fulfil their roles.

Furthermore, formal reporting and escalation
protocols should be established to ensure that
relevant Divisional and Departmental

1. Staffing / Operational Governance

» Resources allocated to the administration of the | » The staffing model for management and | The IIP team has now been restructured into three
IIP have been historically limited. Management administration of the IIP should be | distinct functions:
consider this to have been a key driver behind reviewed as part of the wider review of the P s d WeanoiGie: & ¢ of
legacy control deficiencies, particularly since strategic purpose of the Programme (as > roce55||.ngt.an Zpl(.) g .thsselssmetn]. ¢
2015 when applications to the IIP increased recommended in the Phase One report). Bew ipp 'C? |orr113 an |g|s%n 'IYvr: .rele\éan Ine
significantly. At the time of our initial review, the This should include consideration of the eplg e reqwr.eh P 1 |nSc S [
ISD 1IP team consisted of four Clerical Officers resources required to effectively manage epplislion engagement.wn Tajeal POnSOrs k
(CO), two Executive Officers (EO) and one Higher the risks associated with the IIP, whilst enccl?ur?ge e cczjnsste;cy A qualtlty ?;
Executive Officer (HEO), overseen by an ensuring that the Programme is managed aphp el Teuelve k ﬁnld eng%;]('emen' V\?
Assistant Principal (AP). in an efficient manner so as not to other programme St.a e B IR SR
Th f | b Fesp vy (B2 discourage take-up from investors oversees STEP applications.

B sta?fr.e e holaral Sirangenents Ior ietiing through lengthy processing times. > gommunications anq - Governarrltpe:

rogramme governance including supporting
» Other than routine reporting to the Evaluation & hanagemant shedld keep the I team Committee meetings and third parties and

drafting the Code of Conduct. In addition,
monitoring of email inboxes, Freedom of
Information requests, Parliamentary Questions,
press queries and leaders’ topical debates

» Compliance and Renewals: Administration of
Renewals and ongoing Compliance with the
terms of the immigration approval (applicant and
project), from year 2 onwards.

The “lengthy processing times” are an outworking of
(1) volume of applications; (2) complexity of the
business proposals; and (3) staffing. Where the
business model is family,ar to the IIP unit and
Evaluation Committee (EC) the timeline is generally
under nine months. The unit currently has a full-time
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personnel are kept informed of key matters in
an appropriate and timely manner.

staffing of 1.5 HEOs, 3 EOs and 5 COs with
management oversight at APO and PO level.

Over the past 18 months, the volume of applications
has increased and encompasses greater diversity.
In addition, the enhanced control environment has
resulted in significant additional workload, including
enhanced due diligence, cross checking with other
information sources, engagement with relevant line
Departments and pre-submission meetings with
project sponsors.

Management consider training to be of key
importance. _ have provided some
training on the relevant areas with further training to
follow.  Other training options are also being
examined.

The staffing numbers and profile will need to be
reassessed, in light of the EY report and the
additional work that arises.

Role and Composition of the Evaluation Committee

The current composition of the Evaluation
Committee is not fully representative of all
relevant Government  organisations and
industries relevant to the IIP. Furthermore, the
effectiveness of the Committee would be
enhanced through the appointment of members
with relevant expertise in the sectors to which
investment is routinely being made. This would
allow for more robust challenge of key areas such
as the overall feasibility of the project and the
costing models set out in the submitted Business
Plans.

The remit of the Evaluation Committee has been
largely restricted to assessment of applications,
as opposed to a wider consideration of
Programme governance and administration.

» Management should consider the current
composition of the Evaluation Committee
with a view to identifying areas where
greater expertise may be required. This
may include those sectors to which
investment is frequently made, economic
matters and financial management and
risk. In addition, the benefit of appointing
independent members to the Committee
should be explored.

» Whilst there may be challenges
associated with identifying and appointing
appropriate  new members to the
Committee, management may wish to
consider an alternative means of
harnessing expertise from other relevant

The current composition of the EC is in line with the
Government decision to establish the [IP. That said,
the EC receives project specific briefing from a range
of Departments, in particular Department of Housing,
Planning and Local Government and the HSE. The
information received is invaluable to the EC.

The raison d'etre of the EC is the evaluation of
business proposals and ensuring alignment with
overall policy; the composition of the Committee is
reflective as to that core responsibility. In light of a
previous Internal Audit report, the Committee has
taken on additional responsibilities, pending the
finalisation of the EY review. Both the Internal Audit
and the EY review have placed an emphasis on
addressing Governance matters and in particular the
oversight of the programme.
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