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From: Ann Higgins <Ann.Higgins@per.gov.ie>
To: "Margaret.Falsey@Oireachtas.ie" <Margaret.Falsey@Oireachtas.ie>, 
Cc: Brendan Ellison <Brendan.Ellison@per.gov.ie>, Patricia Scanlon 

<Patricia.Scanlon@per.gov.ie>
Date: 26/06/2018 12:33
Subject: Ref: PAC32-1-967

Dear Ms Falsey,
 
I refer to your correspondence of 18 June 2018 to Mr Robert Watt, Secretary General, Department 
of Public Expenditure & Reform requesting a note on the sale of Bord Gais Energy.  On behalf of 
Secretary General Watt, I attach note – hardcopy will issue by post.
 
Please acknowledge receipt of this email.
 
Thank you.
 
 
 
Ann Higgins
Secretary to TLAC & Secretary General’s Private Office
Department of Public Expenditure & Reform
Room 1.14 South Block Government Buildings Dublin 2
 
Ann.higgins@per.gov.ie
 
Direct Line: 353‐1‐6045619
 
 

_______________________________________________________________

The information contained in this email (and in any attachments) is confidential and is designated solely for the 
attention and use of the intended recipient(s).  If you are not an intended recipient of this email, you must not 
use, disclose, copy, distribute or retain this message or any part of it.  If you have received this email in error, 
please notify me immediately and delete all copies of this email from your computer system(s). Please note that 
this email and any reply thereto may be subject to a request for release pursuant to the Freedom of Information 
Act.
 
Tá an fhaisnéis atá sa ríomhphost seo (agus in aon cheangaltáin) faoi rún agus is don fhaighteoir/do na 
faighteoirí beartaithe é agus é/iad sin amháin.  Mura tusa an faighteoir beartaithe, níor cheart duit an 
teachtaireacht seo ná aon chuid di a úsáid, a nochtadh, a chóipeáil, a dháileadh ná a choinneáil.  Sa chás gur trí 
earráid a fuair tú an ríomhphost seo, tabhair fógra dom láithreach faoi sin agus scrios gach cóip den ríomhphost 
seo ó do ríomhchóra(i)s.  Tabhair faoi deara go bhféadfaidh an ríomhphost seo agus aon fhreagra air bheith faoi 
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Briefing Note for the Public Accounts Committee 

on Proceeds from the Sale of Bord Gáis Energy 

 

 

1.  Context – the State Asset Disposal Programme 

 

In 2014, a number of State asset disposal transactions in the energy sector were brought to a 

conclusion, involving generation/supply assets of Ervia (sale of its Bord Gáis Energy 

business) and ESB, which will result in special dividends (proceeds) of c€1.4 billion for the 

Exchequer.  

 

The subsequent acquisition of Aer Lingus by IAG, in 2015, resulted in a further receipt of 

some €335m by the Exchequer for the Government’s minority shareholding in the company.   

 

In addition to these asset disposals, over €400m was received from the sale of the National 

Lottery licence in 2014.  

 

To date, the Exchequer has received €1.6 billion in cash from these disposal transactions - 

€400m from the National Lottery Licence, €400m from ESB, €335m in respect of Aer 

Lingus, and €466m to date from Ervia.  A further €108m is expected to be distributed by 

Ervia in 2018 in respect of the proceeds of the sale of Bord Gáis Energy, with further 

proceeds to be remitted to the Exchequer over future years.   

 

When all of the remaining proceeds from the sale of Bord Gáis Energy have been distributed, 

the final total proceeds from all of the above asset transactions is expected to be c€2.1 billion.  

 

2.  Bord Gáis Energy Transaction 

 

The sale of Bord Gáis Energy completed on 30th June 2014 on the basis of a gross enterprise 

value of c€1.1b, including a small element of contingent consideration.   

 

The actual purchase price paid to Ervia for the sale was around €940m, including receipt of 

contingent consideration to date and after certain adjustments to the gross enterprise value 

were taken into account, including project finance debt related to the renewables 

business that transferred with the sale.   

 

The net cash proceeds to Ervia from the transaction, after repayment of EIB and other 

corporate debt associated with the Energy business, transaction/restructuring costs and tax, 

were c€648m.  

 

Under Eurostat rules, the beneficial impact of dividend payments by State companies 

(including proceeds from asset disposals) for General Government Balance (GGB) purposes 

is limited by reference to the entrepreneurial income of the company in the previous year 

(effectively its profits before tax).  Any dividend paid in excess of the company’s 

entrepreneurial income is regarded as a withdrawal of capital, rather than as income, and as 
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such has no impact on the GGB.  In order to comply with the fiscal rules of the Stability and 

Growth Pact, the scope for the Government to use such dividends for additional expenditure 

on a GGB neutral basis was (and is) therefore limited to the amount by which the dividends 

paid actually improved the GGB.  This meant that in order to take maximum advantage of the 

asset disposal proceeds, the Government cannot avail of the full proceeds all at once, but 

rather the proceeds must be remitted to the Exchequer over a number of years.   

  

Ervia paid an initial special dividend to the Exchequer of €150m on completion of the 

transaction in mid-2014.  Aside from the consideration explained above about the beneficial 

impact of dividend payments on the GGB, this was also the maximum amount that could be 

paid at the time, pending completion of the establishment of Gas Networks Ireland 

(GNI), the transfer of Ervia's gas-related debt facilities to GNI, and the renegotiation 

of the debt covenants with Ervia’s lenders (to permit the payment of the sale proceeds by way 

of special dividend).  This process was completed in 2015.   

 

As an interim measure, and pending the payment of further dividends, Ervia used the 

remainder of the net proceeds (on a temporary basis) to reduce debt balances and to 

restructure its existing debt facilities, resulting in cheaper finance for the company.   

 

It was agreed that, in total, approximately €1b (equivalent to the purchase price) of special 

dividends would be paid by Ervia to the Exchequer arising from the sale of Bord Gáis 

Energy, on a phased basis over time, as proceeds which had been used for debt reduction 

were replaced with new borrowings.  The special dividends of approximately €1b can be 

divided into two categories: 

(i) Distribution of the net sale proceeds of €648m by way of special dividends from Ervia 

to the Exchequer, based on a payment schedule agreed with Government in order to 

maximise the potential to use the funds in a GGB efficient manner.  A total of €450m 

of this amount has been paid to date - the initial special dividend of €150m in 2014, 

followed by further annual payments of €100m in 2015, 2016 and 2017.  A further 

€90m is expected to be paid in 2018 with the balance to be remitted over 2019/2020.  

(ii) Payment of additional special dividends by Ervia to the Exchequer of €330m, as the 

debt originally associated with the Bord Gáis Energy business that was repaid from 

the sale proceeds is effectively replaced over time, in a prudent manner that continues 

to protect Ervia/GNI's investment grade credit rating (which is important in ensuring a 

low cost of debt and access to funding in its strategically important gas network 

infrastructure)
1
. These payments, which commenced in 2017, are expected to continue 

for around 20 years and are being utilised by Government to support additional 

activity in its housing programmes as outlined in Section 3 below. 

 

The table below sets out in tabular form the special dividends paid to date, and the expected 

profile for the period to 2021.  This will still leave c€255m to be received over future years. 

 

 

                                                                 
1 These additional dividends are paid by Ervia as part of its annual dividend payment to the Exchequer.   
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Note: A = Actual; F = Forecast.   Table excludes ordinary annual dividends paid by Ervia (e.g. €32m in 2017). 

 

3.  Use of Funds 

 

The objective of the State Asset Disposal Programme was to release value from State assets 

that could be used, as far as possible and subject to the fiscal rules, to support the economy 

and job creation, while also using some of the proceeds to reduce debt.  To this end, a number 

of significant announcements were made by Government in relation to the allocation of 

additional funding for capital investment, to be funded from the proceeds of asset disposals:   

 In July 2012, in its first infrastructure stimulus plan involving a total investment of €2¼ 

billion, the Government announced that, on foot of the State Assets Disposal 

Programme, it would undertake further Exchequer investment including enabling works 

to support the PPP projects, with almost €100m made available for enabling works on 

the roads and education PPPs. 

 In June 2013, the Government allocated €150m additional Exchequer investment to 

schools, energy efficiency and roads projects, to fund: 

o Replacement of 10 schools and 18 large scale extension/refurbishment 

projects; 

o Energy efficiency grant scheme for 25,000 Local Authority houses with low 

levels of energy performance; and 

o Repairs and maintenance of 600 km of local roads. 

 At Budget 2014, the Government announced that along with the €200m already 

committed to the National Children's Hospital, some €200m would be invested from 

the proceeds of the Lottery Licence transaction and used for a range of projects and 

programmes, including: 

o Road Maintenance 

o Wild Atlantic Way – Driving Route 

o Sport Capital Grants 

o National Sports Campus 

o Better Energy Programme 

Special Dividend Payments related to Bord Gáis Energy Disposal 

EUR million 2014A 2015A 2016A 2017A 2018F 2019F 2020F 2021F Projected 

Final Total 

Special Dividends of 

Sale Proceeds   

150 100 100 100 90 60 48 n/a 648 

Additional Special 

Dividends (related to 

replacement of repaid 

original debt 

associated with the 

BG Energy business) 

n/a n/a n/a 16 18 13 14 14 330 

Cumulative Total   150 250 350 466 574 647 709 723 978 
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o National Trading-Online Voucher Scheme  

o Private House Grants for Older People and People with a Disability 

o National City of Culture - Limerick 

o Cork Events Centre 

o Social Housing 

o 1916 Commemoration Projects 

o Enabling infrastructure for the Irish Maritime and Energy Resource Cluster 

(IMERC) 

o The Traditional Skills and Buildings at Risk Jobs Leverage Scheme 

o Unfinished Housing Estate Resolution Pilot Project 

o Book Rental Scheme for Primary Schools. 

 In May 2014, the Government allocated a further €200m of investment for a range of 

capital projects in a number of different sectors and regions across the country, 

including:  

o Road Surface Improvements and a Rural Public Transport Initiative 

o Social Housing 

o Capital Supports for Childcare 

o Commemorations Programme 

o Cycling Greenways 

o Lough Derg Development 

o Pairc Ui Chaoimh 

o Pyrite Remediation 

o Special Olympics Ireland 

 At Budget 2015, the Government announced that €400m of the proceeds to be received 

from the sale of Bord Gáis Energy would be made available to support the 

Government's Social Housing Strategy.  The intention at the time was that this funding 

would be made available to establish an off-balance sheet financial vehicle to provide 

financing to Approved Housing Bodies, together with additional private funding, with 

the aim of facilitating the provision of additional housing units in support of the 

Government's Social Housing Strategy.  Unfortunately, however, despite a detailed 

investigation of options to use the available funding in this way, it did not prove 

possible to devise a model that would be capable of utilising the €400m on an off-

balance sheet basis.      

In response to this outcome, it was decided to convert the commitment from a single 

lump sum payment into a commitment to provide €10m per annum, indexed for 

inflation, over a longer period (20 years), which could be used to secure the 

development of a pilot affordable rental scheme as envisaged in Rebuilding Ireland.  

This €10 million in annual funding was allocated to the Vote of the Department of 

Housing Planning and Local Government in 2017.  However, after further 

consideration, and as set out in the Strategy for the Rental Sector, the commitment to 

develop an affordable rental model is now being progressed through kick-starting 

supply in rent pressure zones where lands held by local authorities are being progressed 

with a view to leveraging the value of the land to deliver the optimum number of units 

to rent, as part of mixed-tenure developments, with the intention of allowing the rental 
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units to be made available at cost without the need for on-going rental subsidies.  

Accordingly, the provision of €10m earmarked for the affordable rental scheme has 

now been redirected by the Minister for Housing Planning and Local Government to 

support additional activity under other housing programmes.   

 In 2015, the Government allocated the €335m proceeds from the sale of its 

shareholding in Aer Lingus to establish a Connectivity Fund, to support commercial 

projects that enhance connectivity both within and for the State.  The Connectivity 

Fund was established as a sub-Fund of the Ireland Strategic Investment Fund and is 

being managed by that Fund.    

 

Details of these investment announcements are available on the Department of Public 

Expenditure and Reform website, and further detail about individual projects and 

programmes is available from the relevant Ministers and their Departments. 

 

Special Dividends, when received, are lodged to the Central Fund from where they are used 

to fulfil the commitments outlined above through the annual Budget and Estimates process.  

To the extent that proceeds received may have exceeded the committed allocations outlined 

above, such proceeds would have been used to fund the Government’s overall expenditure 

programme as part of the relevant year’s Budget / Estimates. 

 

 

 

Department of Public Expenditure and Reform 

June 2018 
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