Memo by the Department of Agriculture, Fisheries and Food to

the Review Group on State Assets and Liabilities

Reference: Bord na gCon

Introduction

This submission by the Department of Agriculture, Fisheries and Food to the Review
Group on State Assets and Liabilities is divided into three sections: an overview of
Bord na gCon, an account of the recent financial performance of the BNG and the

future of the BNG.

1) Overview of Bord na gCon

According to Bord na gCon 11,000 people derive employment, directly and indirectly,
from the greyhound industry in Ireland and the total turnover of the industry amounts
to in excess of €500m. The average number of people employed by BNG (full-time
and part-time) has been reported in their accounts as follows 2007: 660; 2008: 607;
2009: 485. BNG argues strongly that “at current levels of funding the Government is
effectively getting the industry for free and enjoying the benefit of nearly 11,000
jobs”, i.e., the returns to the Exchequer in the form of direct and indirect taxation from

the greyhound industry equate to the annual grant received.

Rationale for Government involvement

1. The greyhound industry is an indigenous industry supporting 11,000 jobs
(directly and indirectly) across the country, generating €500m in economic
output to the economy annually. Financial support provided through the Horse
and Greyhound Racing Fund (€11.9m in 2010) is critical to its on-going
survival. The industry produces a very good return on the State’s investment.

2. A robust system of regulation and governance is a pre-requisite in order to
underpin the integrity of this industry, which attracts large amounts of money
in betting. The best way to achieve this is through the current BNG state body
structure.

3. BNG is committed to a path of continuous improvement and the
implementation of increasingly high standards in terms of greyhound welfare,

industry regulation, corporate governance and cost efficiency and



effectiveness which will ultimately result in a stronger industry. The fact that
BNG is a state body established under legislation, with a Board appointed by
the Minister, greatly enhances the ability of the organisation to pursue these
aims. An efficient state body acting in accordance with its statutory
responsibilities and the Code of Practice for the Governance of State Bodies is
an appropriate form of organisation to develop what would otherwise be a

fragmented industry in a manner that will achieve maximum potential.

Legal personality
Bord na gCon (BNG) is a commercial state body, established on 28" May 1958 under
the Greyhound Industry Act, 1958, chiefly to control greyhound racing and to

improve and develop the greyhound industry.

Board Membership

Under the terms of the Greyhound Industry Act, 1958, as amended by the Greyhound
Industry (Amendment) Act, 1993, the Minister shall appoint the members of Bord na
gCon. Bord na gCon consists of seven members - a Chairman and six ordinary

members.

Purpose and scope of BNG

BNG has a regulatory and developmental function in the greyhound industry. The
Board's functions, as defined in the legislation are the control, promotion and
operation of greyhound racing; the overall control of coursing, the promotion of
greyhound exports; the operation of totalisator betting, the regulation of public sales
of greyhounds; the making of grants for prize money, the allocation of grants to
improve amenities at tracks; the licensing of greyhound tracks and their officials; the
authorisation of bookmakers to conduct business at tracks; and the collection of levies

on course bets.

The Board has wide powers to regulate all aspects of greyhound racing in the
Republic of Ireland including the licensing of the different tracks, the issuing of
permits to officials, bookmakers, trainers and the implementation of the rules of

racing.



Greyhound tracks

There are a total of 17 tracks licensed by BNG. Of the country’s 17 greyhound tracks,
the BNG owns and controls 9: Shelbourne Park, Harold’s Cross, Cork, Tralee,
Waterford, Youghal, Limerick and Galway and also has a 51% share in the Mullingar
track. The remainder are owned and operated by private enterprise. There are also a

further two privately owned stadia located in Northern Ireland.

Funding of BNG
BNG is funded, principally, by:
e aturnover charge on the on-course bookmaker betting,
* a percentage deduction from totalisator pools (BNG operates Tote facilities at
all greyhound tracks in the State)
e gate receipts, programme sales and catering income

* exchequer funding (the Horse and Greyhound Racing Fund)

BNG applies it’s income in the following ways:

« Supplement prize money at all levels of greyhound racing.

« Provide development loans and grants to greyhound tracks in order to enable
them to improve their facilities.

«  Advertise and market the industry on both a national and international level.

« Develop and improve greyhound stadiums nationwide.

¢ Operate a national drug testing laboratory

BNG is currently developing a new head office and race track with car parking at the
Dock Road in Limerick. The total cost of the development at €19.5m includes the
cost of land acquisition, building work and fit-out costs. This is being financed

through bank borrowings of €12.5m and operating surpluses from 2008 (€5m).

The company reports Net Assets of €40.5m in the 2009 annual accounts, the net book
value of tangible fixed assets stands at €62.3m (land, buildings and equipment),

Creditors (short and long term) are €21.2m.



The company has confirmed to the Department that at the end of 2010 it will have

borrowings totalling €25m secured on their total assets.

Horse and Grevhound Racing Fund (The Fund)

Government support for the horse and greyhound racing industries is provided under
the Horse and Greyhound Racing Fund (the Fund), which was established under
Section 12 of the Horse and Greyhound Racing Act, 2001 (the Act). In accordance
with the Act, 80% and 20% of the moneys paid into the Fund each year are distributed

between Horse Racing Ireland (HRI) and Bord na gCon respectively.

According to the traditional approach taken to the legislation, the Fund has, from
2001 to 2008, received a guaranteed level of finance based on excise duty on off-
course betting in the preceding year, subject to a minimum level based on the year
2000 amount adjusted for inflation. Any shortfall in the amount generated by the
excise duty (the Funding Gap) was made up by direct Exchequer subvention. In 2004,
the Government put in place regulations to increase the limit of the Horse and
Greyhound Racing Fund from €254m to €550m and to continue the Fund for a further
four years to 2008. The amount paid to BNG from the Fund in the period 2001-2010
will amount to €134.6m (€13.63m in 2009, €11.85m in 2010). This investment has
been the catalyst for a period of sustained growth and development within the sector,
which is significant to Ireland’s rural economy. The Irish greyhound industry is

regarded as one of the most vibrant and successful in the world.

The Horse and Greyhound Racing Fund was established at a time when annual
income from excise duty collected on off-course betting - the funding stream for the
Fund - was in the region of €60m per annum. Receipts from excise duty on off-course
betting dropped to €31m in 2010. The Exchequer contributed in excess of €31m to
the Fund in 2009 and a further €28m in 2010. Given the current pressures on the
public finances, this level of Exchequer support is not sustainable into the future;
options are being explored (including the possibility of the taxation of on-line betting)

with a view to developing an alternative model for financing the Fund.

The Fund indirectly supports the greyhound breeding and training industry which

generates very substantial economic activity and makes a vital contribution to the






