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1. INTRODUCTION

Prior to the introduction of the Individu@tansferable Quota (ITQ) programme, the Scotia-Fundy Inshore
Groundfish Mobile Gear fleet included 455 licences on vessels up to 64l femthes in lengthThese vessels
operated under a competitive quota regime. Fishermen utilized mainly otter trawls with a few using Scottish and
Danish seines, to fish coG&dus manua), haddock lelanogrammus aeglefinygollock Pollachius vieng,
redfish Sebastes sppflatfish (Pleuronectiformes) and various groundfish specibgese vessels were based in
the Scotia-Fundy fisheries management area and fished in Canadian waters of the Bay, @ ¢amely Bank
and the Scotian Shelf (NAF&reas 4 and 5). Figure 1 shows the map of the Scotia-Fundy fisheries management
area and the NAFO statistical divisions in this region.
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The ITQ programme applies to inshore mobile gear vessels less than 6bHert.were also other fleet
sectors, the Inshore Fixed Gear andsidre sectors, not in this programme, that exploit the same groundfish
stocks. The Inshore Fixed Gear consisted of about 2500 licensed vessels of less than 65 feet, which employed
mainly longline, gilinet and handline geaiBhe Ofshore Sector consisted of three fleets, (a) vessels between 65
and 99 feet 1 inches using mobile gedb) vessels 100 feet and over using mobile gear and, (c) vessels 65 feet
and over using fixed gealhe Inshore Fixed Gear Fleet operated under a competitive quota regime while the
three ofshore fleets operated in enterprise allocation (EA) programmes of their own.

The Scotia-Fundy inshore groundfish fleets grew dramatically in fishing power since 8§ iumber of
licences increased in the 1970s and, following limited entry and length controls on various segments of the fleets
at different times in the 1976 to 1980 period, vessels grew in tonnage and horsepower during boom periods in
1978-81 and 1987-89. Growth between 1978 and 1981 was supported in part by government financial assistance
through loans and subsidies in vessel building. Government financial assistance was greatly curtailed in the early
1980s but the doubling of fish prices between 1985 and 1987 provided fishermen with a major source of funds
to finance the fleet growth of 1987-1989 (Halidztyal. 1992).

Excess capacity in the groundfish fishery became a significant problem during the 1980s. In the Scotia-
Fundy region, the Inshore Mobile Gear fleet was identified as the fleet with the biggest capacity phold&®.
study concluded that this fleet was four times the size required to harvestitgibta (DFO 1986).
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Annual management plans became increasingly complex as government and industry attempted to share the
resource among too many participants and spread fishing activity over the entirkipgted entry licensing,
vessel size limitations, gear restrictions, trip limits and seasonal quotas were some of the management measures
introduced in an attempt to curb fleet capacity and fishifigrtebut few were successful. In 1989, when
management plan negotiations broke down, the annual quota for this fleet was caught by June and the fishery
subsequently closed, not to be reopened until 1990. Descriptions of the fisheries that formed part of this
programme can be found in Parsons (1993).

A task force was commissioned in the summer of 1989 to assess the situation. It made many
recommendations but a key one was to reduce the fleet caplacityidual quotas was identified as a way to do
that. This ultimately led to the decision by the Minister of the Department of Fisheries and Oceans (DFO) to
implement an individual transferable quota programme for this fleet as a means to promote fleet rationalization.

The ITQ programme for the Scotia-Fundy Inshore Mobile Gear Groundfish fleet camdeantaredanuary
1991. The initial programme consisted of ITQs forlsijxoundfish stocks; they were Cod 4Vn(j-a), Cod 4Vn (m-
d), Cod 4VsW Cod 4X5Y
Haddock 4X5Y and Pollocl
AVWX5. The ITQ programm
has since expanded to co
twelve groundfish stocksThe
remaining six stocks we
introduced at various time
Cod 5Z and Haddock 5z
1992; Flounder 4VW and
Flounder 4X in 1994; ar
Redfish Unit 2 and Redfis
Unit 3 in 1996. All the stock
that entered the programme
later years were also conside
during the initial programm
but it was decided not
implement ITQs for them at tl
time. Table 1 shows the Mobi
Gear fleet quotas by stock
the time of implementation.

A typical 65’ Scotian-Fundy ‘dragger that would have patticipated

Although the features in the mobile gearlTQ pr ogramme
the programme were the sa Photo: Airborne Maritime Swreillance Unit, Povincial Airlines Limited,
for all twelve stocks, there we Halifax, Nova Scotia

slight variations in the sharing

formulas and the processes used in the sharing of the qUdtasharing formula and process described in this
paper mainly focuses on the initial 1991 programme, with only brief references to the allocations of stocks done
in subsequent years.

2. THE NATURE OF THE HARVESTING RIGHT

Prior to ITQs, groundfish mobile gear licences were limited entry licences and were only valid when used
on a vessel of the appropriate siZehe Inshore Mobile Gear Groundfish fishery operated under a competitive
guota regime. Licence holders could fish competitively for the allowable fleet quotas subject to the licensing
restrictions of their licence and other management measures such as trip limits and seasonal quotas. Licences
could be transferred to other full-time fishermen employing the same vessel sizes. Licences could also be banked
for a period of up to two years, if the licence holders did not have a vessel to use in the fishery

After ITQs were put in place, licence holders could only fish the specified amount of quotas that were
allocated to their licences for the ye&uota rights were allocated on a stock-by-stock basis and were allocated
as percentages of the Mobile Gear Inshore fleet catch gubkesactual tonnage of quota in each stock could
vary by year depending on the total allowable catch of the stock for the year

1 Original calculations were made for eight stocks. Cod 4X and Codes¥ 2 diferent stocks at the start of the allocation
process but they were combined as one stock, Cod 4K®écember 1990. ITQ shares were also calculated for Haddock
4TVW, but were not allocated to licence holders when it was decided to manage this stock as a by-catch of the cod and
pollock fisheries.These changes reduced the number of stocks with percentage shares allocated to six.
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The quotas could be traded either on a temporary (for the year only) or permanebasigjuotas were
traded on a temporary basis, the actual quantities (tonnages) of quota for the year were traded and the permanent
percentage shares were ndeafed. Quota entitlements revert to the permanent quota holder the following year
In permanent trades, the percentage shares were traded along with the corresponding quantities. Only temporary
transfers were allowed during the first two years of the programme. Permanent transfers cafeetimd 603
and since then, both permanent and temporary transfers have been allowed.

There was also a limit on the maximum amount of quota a licence could accunuléte. start of the
programme in 1991, this limit was set at 2% of the total Mobile Gear fleet quota in all 6 Stbtk&% applied
to the total onlyso it was possible for a licence to accumulate more than 2% in any single BtecR% limit
included both permanent and temporary quo#s.stocks were added to the ITQ programme, the 2% would
remain the same but the absolute amount of quota would incréasegroundfish resource decline in 1993 put
the quota holdings of some licences over the 2% limit and this limit was subsequently changed to the greater of
2% of the total Inshore Mobile Gear Groundfish quotas or 600t.

No banking of quotas were permittedny uncaught quotas at the end of the year were not added to the
following years entitlement. Uncaught quotas could be temporarily transferred to other licence holders who had
overfished their quotas.

Table 1
Groundfish quotas by stock,
Scotia-Fundy inshore mobile gear fleet

Stock Quotas in year of
implementation
(tonnes)
ITQ allocated in 1991
Cod 4VN (j-a) 626
Cod 4VN (m-d) 2121
Cod 4VsW 4010
Cod 4X5Y 11130
Haddock 4X5Y 2770
Pollock 4VWX5 9 840
Subtotal 30 497
ITQ allocated in 1992
Cod 57 4430
Haddock 5Z 2 535
ITQ allocated in 1994
Flounder 4VW 2375
Flounder 4X5Y 3350
ITQ allocated in 1996
Redfish Unit 2 1034
Redfish Unit 3 3707
Total all stocks 47 928

3. THE METHOD OF QUOTAALLOCA TION
3.1 Policy objectives

There were no pre-set objectives on how the shares were to be divided. Fisheries management committees
in the Maritimes Region had always operated based on consensus among m&hwatkcation process used
continued this consensus approaciihe allocation formula chosen attempted to minimize the amount of
deviations from current levels of activity and also provided some access to those who had not fished in recent
years, so enhancing the environment for consensus building.

3.2 Process used in determining the allocation

The allocation process started in February 1990 akidrking Group was established@heWorking Group
consisted of representatives from members of the Mobile Gear Groundfish fleet and groundfish industry
associations, Nova Scotia and New Brunswick provincial governments, and TiféOnandate of thé/orking
Group included: (a) to decide on the stocks to include in the programme, (b) to choose the sharing formula and
the appeal system, (c) to set the initial operating guidelines of the programme, and (d) to discimsitlee ef
monitoring of the quotas.
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Between February and May 1990, tverking Group held three workshops each of 2-3 days in duration
and four one-day meetings to formulate the allocation formuitee implementation date for the programme,
originally set for 1 May 1990, was deferred to 1 January 1991 due to the complexity of the programme.
Notifications of the first set of sharing options and approximate individual shares were mailed to all licence
holders in June 1990The Working Group also held meetings in the summer of 1990 in fishing communities
around the Scotia-Fundy fishery management area to explain the proposed programme and hear the views of
licence holdersTheWorking Group held a few more meetings between June and December 1990 to discuss the
features of the programme such as transferability options and processes, possible limits on quota accumulation
and the duration of the programme.

TheWorking Group considered a number of sharing formula optlameng these were: (a) equal shares,
(b) shares based on the level of investment in the fisf@rghares based on the number of years in the fishery
(d) shares based on historic catch, (e) shares based on the size of vessel, (f) minimum and maximum shares, and
(g) combinations or variations on the abo\iéie advantages and disadvantages of each option were debated and
they were also evaluated using simple examplége sharing formulas thatfefed better potential for adoption
were further evaluated by applying the formula to the actual data and impact analyses wef@&lumpact
analyses were presented to WWerking Group who might then decide to discard the option or fine-tune the
formula for further considerationAll the data presented to th¥orking Group did not contain any identification
of the vessels or licence holders, to protect the confidentiality of stakeholders and to prevent conflict of interests.
A few rounds of analyses were presented toWoeking Group before they voted for the final (or semi-final)
formula. As will be explained in Section 3.3, there were two separate allocation formulas, (a) one for vessels less
than 45 feet (C1) and (b) one for vessels 45-64 feet (T2¢.Working Group dfiered only one sharing option
for C1 but two for C2.The C2 licence holders voted for the final formula used.

Two mail-outs to all 455 licence holders were made, one in June and one in early December 1990, before
the final allocations were sent out in late December 19B0e June mail-out contained information on the
licence-vessel histories, catch histories of the licence and approximate quotas in each stock, along with appeals
information and forms for appeald’he early December mail-out contained updated information on the catch
histories and quota allocations, as well as ballots for the licence holders to choose whether to remain in the
programme, preferred features of the programme and on the formula to use for C2 licences.

3.3 Allocation method chosen

The average best two of four year®bile gear catch histories of the licence for the years 1986-1989 was
chosen as the basis to allocate the quota. Subject to some refinements, quota shares were distributed
proportionately based on the average best two of four ymatsile catch histories of the licence in each stock.

In the Scotia-Fundy fisheries, groundfish licences could be transferred from one licence holder to another
and licences could also be switched from one vessel to an8tharresult, the catch history of the licence holder
could be diferent from that of the licence or the vess&he Working Group chose the catch histories of the
licence and not that of the person or vessel as a basis for sharing quotas.

There were two allocation formulas, one for licences on vessels less than 45 feet (C1) and one for licences
on vessels 45-64 feet (C2). In fact, iWerking Group dfered two diferent formulas for C2, and C2 licence
holders were asked to vote on the final formula to use. Only the formulas used are presented in this report - details
on the other C2 formula can be found in DFO (199%hile the fishery was managed on competitive quotas
prior to the ITQ programme, there were separate quotas for each vessel length group and this past division of
quotas aided the separate calculation of IQs for each vessel length categences within a category shared
the quota in that category and each stock was allocated separately

The basic sharing in both vessel categories was the same - it was proportionate to the average best two of
four years’'mobile catch histories for the years 1986 to 198%e main diference between the C1 and C2
formulas was in the minimum allocation and in how the pool of quota to settle appeals was set aside. In the C1
formula, licences with total allocations of less than 7t (for all six stocks) were topped up to 7t, while in C2, there
was no top up. It was therefore possible for some C2 licences to have no quota at all. In C1, a pool of quota for
allocations arising from appeals (Appeal Pool) was created by taxing 10% of the quota from licences that were
not topped up to 7t, excluding the successful appellants. In CApfieal Pool was created by setting aside
1100t or about 7.51% of the C2 quota prior to the individual allocations.

In summary the allocation formula consisted of a basic share, refinements to the basic shares (such as
minimum allocation) and settlement of appeals from the pools of quota set aside especially for this Taiofeze.
summarizes the allocation formulas for C1 and CPhe details of the allocation process including the
computational process and settlement of appeals will be described in Sections 4 and 5.
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4. DATA REQUIREMENTS AND COMPUTATIONAL PROCESS
4.1 Data requirements and souces

The data required for the calculation of the individual shares included the mobile catches by fish stock for
each licence for each of the years 1986 to 1989. Other administrative data included the licencenaoldsrs’
and addresses, and the vesdadshe-ports, gross registered tonnage and lengths.

Except for the data required for the settlement of appeals, all the data required for the calculation of
individual shares were obtained from data kept at the Maritimes Region of the D¥Dregional DFO data
systems, the Licensing System and the Catch afudt Sfystem, provided all the basic data requirememtse
Licensing System contained the licence holders and vessels information and tracked the licence, vessel and owner
relationships over timeThe Catch and Edrt System contained the details on the quantities and species of fish
caught by vessel.

As the vessel licence histories and vessel catch histories were on two separate systems, a major process was
involved in linking the data from the two systems in order to track the catch histories to the liCeacatches
associated with a licence over time were obtained by taking the catches of the vessels which were used to fish the
licence over the corresponding periods the licence was held on the vessels. For example, if a licence was used
to fish on two vessels in a yeaesselA from January 1 to May 15 arvéssel B from May 16 to December 31,
then the catch history of the licence (for that year) would be obtained by summing up the Yatgebffrom
January 1 to May 15 and the catch/essel B from May 16 to December 31. If, on the other hand, a vessel uses
two licences, Licence X between January 1/Ang 20, and Licenc¥ betweermAug 21 and December 31, then
the fish caught by this vessel between January Aagd0 would be credited to Licence X and the fish caught
betweerAug 21 and December 31 would be credited to Licefice

Table 2
Summary of allocation formulas used in the 1991 allocation of ITQs
in the Scotia-Fundy inshore mobile gear groundfish fleet

Less than 45 feet (C1) 45-64 feet (C2)
1) Formula: 3) Formula:

1. Allocations proportionate to average best 2 of 4 | 3. Allocations proportionate to average best 2 of 4
years’ mobile catch history in 1986-1989 in years’ mobile catch history in 1986-1989 in
each stock. each stock.

2. Minimum allocation of 7t per licence. 4. No minimum allocation.

2) Pool for appeals: ©) Pool for appeals:

A. Created by taxing 10% of quota from licences Created by setting aside 1100t of quota

that were not topped up to 7t, excluding the (about 7.51% of C2 quota).

successful appellents.

1. Categories of appeals: 3. Categories of appeals:

B. Catch history H. Catch history

C. Dual gear history I.  Dual gear history

D. Extenuating circumstances J.  Extenuating circumstances

2. Settlement of appeals: 4. Settlement of appeals:

E. Catch history appeals settled through K. Catch history appeals settled through
redistribution of quota based on revised redistribution of quota based on revised
histories. histories.

F. Dual Gear history appeals settled from quotain | L. Dual Gear history appeals settled from quota in
Appeal Pool. Appeal Pool.

G. Extenuating Circumstances appeals settled M. Extenuating Circumstances appeals settled
from quota in Appeal Pool. Award formulas from quota in Appeal Pool. Award formulas
for extenuating circumstances appeals were for extenuating circumstances appeals were
given in catch histories, which might or might given in catch histories, which might or might
not result in more quotas. not result in more quotas.

This micro level of linkage was a time consuming exercise as it was compounded by some data problems,
such as overlapping dates and banking of licenTéss occurred when there was not a one-to-one relationship
between licences and vessels at any point in time. In overlapping dates, there could be two or more vessels
associated with one licence, or there could be two or more licences associated with one vessel at the same time.
This could be due to errors in the source documents or errors in data entries. Fixing these data problems meant
going back to the source (paper) documents to find the correct dates and making changes in the data system. Over
the course of fixing the problems, a number of iterations had to be run as it was possible that fixing one problem
could expose another that had not been evident before.
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“Banking” problems, (i.e. where a licence was maintained but not in association with a vessel) occurred
when the same vessel was associated with two or more licences at the sanTisnpeoblem was more of a
structural problem than a source document or data entry one. In the Maritimes Region, licences could be banked
for a period of up to two year¥Vhile the licence was banked, the vessel could be sold or leased to another licence
holder to be used in the same offaint fishery The system had to keep the vessel association to the banked
licence for policy requirementsilthough the majority of the banking problems were solved by changing the
computer programme used to extract the data, some manual intervention was also régairgdthis meant
going back to the source documents, which was often a time consuming process.

4.2 Computational process
Each allocation process could be divided into the following main steps:

i.  Basic sharingwhich was based on catch histories in 1986-1989 on a stock by stock basis.

ii. Refinements to the basic sharing formulaich included the topping-up to minimum allocations and the
setting-aside of quotas to settle appeals.

iii. Settlement of appealshere successful appellants were given additional quotas from the Pool of quota set
aside Any unused Pool was redistributed back to the non-appellants (excluding licences topped up to 7t in
the case of C1).

The allocation was done at the stock lewillicences basic share in each stock was proportionate to the
licences average best two of four yeansodbile gear catch history over the years 1986 to 1989. For each fish
stock, the sum of all the individual licences'erage best two years then formed the total base for the stock (in
each category)The individual licences share of the quota would be equal to the liceremetrage best two years’
history divided by the stock’total base. For each licence, the best two years in each stock were computed
separately and it could be possible that Steckight have the same or filifent best two years than Stock B.

After the basic sharing was done, refinements were made to the basic allocHtiese refinements
consisted of a series of “top-ups” for licences with low initial quotas and the taxing of quotaAppts Pool.
The top-up conditions vanand together with taxing and the appeal process, made the allocation an extremely
complex process.

The rest of this Section explains steps 1 and 2 of the allocation pro€hssallocation of quotas to
successful appellants was a complex process and is described\pp#dats Section (Section 5).

C1 Formula

Basic allocations were first calculated using the average best-two-of-four iyedite catch historiesA
licences individual quota would be proportional to the liceadeést-two-of-four mobile history in the stock
divided by the total best-two-of-four mobile histories of all C1 licenc&fer this was done, the licences whose
basic allocations in all six stocks totaled less than 7t were identified and their allocations were topped up to 7t.
For these licences, the licencbasic allocations were discarded and the stock composition of the 7t were made
according to the following criteria:

i.  For licences adjacent to NAFO Division 4VN, the 7t were taken from the stocks below in the following
proportions (weights):
Cod 4VN(m-d) 90%  (6.30t)
Pollock 4VWX5 10%  (0.70t)

ii. For licences adjacent to NAFO Division 4\Wie 7t were taken from the stocks below in the following
proportions (weights):
Cod 4VsW 74%  (5.18t)
Pollock 4VWX5 26%  (1.821)

iii. For the rest of the licences, that is licences adjacent to NAFO Division 4X, the 7t were taken from the stocks
below in the following proportions (weights):

Cod 4X5Y 46%  (3.221)
Haddock 4X5Y 18%  (1.26t)
Pollock 4VWX5 36%  (2.52t)

The assignment of stocks to the licences was made according to the libenvesireasThis was done to
ensure accessibility or proximity of the licences to the stocks. Moremvensure that some stocks were not
overallocated, the 7t were taken from the stocks in proportion to the respective C1 quota of each stock.

After the licences with basic allocations less than 7t were allocated 7t each, the remaining C1 quotas were
distributed among the rest of the licences, again using the average best-two-of-four histdhiessame time,
a 10% tax was applied to these licences, excluding the successful appellants, to chpaiestieool. On doing
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this howevera few licences that had basic allocations of more than 7t before ended up with less Tias 7t.
top-up and taxing step was repeated until every licence had a minimum of 7t.

C2 formula

An amount equal to1DO0t was deducted from the total 1990 C2 quota of 14,640t to cre#&ppbal Pool.
The 100t was taken from stocks in proportion to the 1990 quota for each Jtoekmpact of this was equivalent
to reducing each basic allocation by 7.51After the quota for thAppeal Pool was set aside, the remaining quota
in each stock was distributed among the licences based on the average best-two-of-fonolygacsgitch histories.

5. APPEALS
5.1 Reasons forappeals

There were three main categories for appeals; they were (a) disputes over catch(lhjstant gear catch
history and (c), extenuating circumstances.

Catch histoy

Licence holders could appeal if they disagreed with the catch histories DFO sent td lieetiiscrepancies
in catch histories could be due to one or both of the following two factors: f@kedites in the licence-vessel
histories, and (b) d#rences in the quantities of catches that were credited to the licence even though the licence-
vessel histories were correct.

Licence holders who appealed their licence-vessel histories had to complete a form with the licence holder
name, vessel name and time-period the licence was registered on theTesselwith correct licence-vessel
histories but incorrect catch histories credited to the licence had to submit purchase slips (sales slips issued by the
buyer when fish was sold) and logbook records (records of where the fishing occurred and estimates of amounts
of fish caught) of the landings made for the period in dispute.

Dual gear catch histor

Only the mobile gear catch histories were used in the basic allocation forihdee were some licences
holders who routinely fished groundfish using both mobile and fixed g@&ese licence holders could appeal
to get credits for their fixed gear catches if they routinely fished groundfish using both gears in the same year

Licence holders had to submit a letter requesting to be considered for this appeal .categaywas no
need to submit their fixed gear catch histories as these catches would be sndateBystems, unless of course
there were discrepancies between their catch records and DFO records.

Extenuating cicumstances

Included in this category for appeal were circumstances such as (a) licence holder acquired the licence or vessel
during the review period, (b) vessel breakdown or under construction, and (c) family or health problems.

Licence holders had to submit a letter describing the circumstances, historical earnings and expenses
information as well as a projection for 1991 earnings and expeiibey. could also opt to have their historical
data confirmed through taxation or unemployment insurance data sources by signing a Revenue Canada or
Unemployment Insurance Compensation information release declaration.

5.2 The appeals pocess

TheWorking Group set the terms of reference for the appeals and appoikocation Review Board to
determine the appeals allocatiofhe selected board consisted of DFO area managers from the three Maritimes
Regions - Eastern Nova Scotia (EN&stern Nova Scotia (WNS) and Southwest New Brunswick (SWNB). In
addition to theAllocation Review Board members, nine industry observers were also selectedVidyrkiireg
Group. The nine observers selected were from members of the Inshore Mobile Gear Groundfish fleet, three each
from ENS,WNS and SWNB.

The role of the industry observers was to attend the appeal hearings as observers to ensure that the appeals
were conducted fairly and in accordance with the guidelines. Up to three observers could be present at any review
or hearing session but they could not participate in the deliberations éfltication Review Board. The
observers had to sign an oath that they would treat the reviews or hearings as strictly confitlesiaould
not discuss the case with the licence holder at any time. Observers could, if they felt a particular case has been
handled improperly or unfairlsubmit a written report to the Minister of DFO.
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Licence holders appealing their cases had to file appeals with the required supporting dodumexgpeals
were submitted to th€ask Force dice, described in Section 6.1. Staf theTask Force dice and other DFO
employees would then verify the claims and report té\loeation Review Board during the review sessionke
review sessions were directed by a chairperson, selected from among the three Board members, and attended by the
remaining two Board members, a secretary who would be non-voting and up to three industry observers.

After a case has been reviewed, the Board would either render its initial recommendation, or if it was felt
that more information was required to reach a decision, it might ask for additional information or schedule a
hearing and request the licence holder to attend. Licence holders could attend the hearings with a spokesperson.
The Board would render the final recommendation on a case after all cases had been reviewed or heard.

5.3 Formula used to settle appeals

The formula and source of quota used to settle the appeals depended on the type of appeal. Discrepancies
in catch histories would simply be corrected in DFO records and the shares re-calculated using the revised data.
Quota from theAppeal Pool was not used for the mobile gear catch history appeagsgains in quotas made
by these appellants would come from the proportionate losses among the remaining licence holders. Quota in the
Appeal Pool was only used for the Dual Gear and Extenuating Circumstances appeaisvards for the Dual
Gear and Extenuating Circumstances appeals were not given explicitly in quantities of quota, but in amount of
catch histories, which in turn might or might not entitle the appellants to more qudtagollowing explains
the details of the awards in each category

Catch histoy

Catch history appeals were settled through redistribution of quota based on the revised best-two-of-four year
mobile catch histories. In other words, the gains for the successful appellants were taken proportionately from those
who did not appeal. Depending on whether the additional hisfentexd the best or second best yitavas possible
that the additional history did not result in more qudiae new average would only be higher than the original if the
approved catches changed the best or second besfAgdagfore, this was done on a stock-by-stock basis.

Dual gear
The fixed gear catch histories were used as the histories to earn the licences more quotas.
Extenuating cicumstances

For those who appealed on the basis of extenuating circumstances, the new (catch) histories were explicitly
assigned using one of the following five formulas. In a few cases, two formulas were considered and the formula
that gave the appellant more quota was used.

FormulaA
The sum of 75% of the licensbest yeds catch and 25% of the second best gazatch. This formula
was awarded to licence holders who had acquired a new vessel but had 4 years of catch history

Formula B
One hundred and thirty three percent (133%) of the licermetth in 1989This was awarded to licence
holders who only had one full year of history in 1989.

Formula C
The average of the average best two of four yeaogile catch histories for active vessels in the same
tonnage classThe tonnage classes were in 5 gross ton intervidiss formula was awarded to licence
holders who had no control over the licenazgth histories.

Formula C Modified
Thirty three percent (33%) of Formula This was awarded to licence holders who had no commitment
to groundfish but a sustained commitment to anotherrgesrd fishery

Formula D
One hundred and twenty five percent (125%) of the licenoest yeas catch. This was awarded to
licence holders who had one full year of activity other than 1989.

FormulagA, B and D used the licensedwn catch historyAdjustments were made on a stock-by-stock basis.
As before, a licence could havefdient best or second best years foledént stocks under Formulasor D.

Under Formulas C and C Modified, the licencestch histories, if there were anyere not used.The
licences were assigned catch histories based on the average best-two-of-foeajeatsstories of licences in
the same tonnage groufthe tonnage groups were divided in 5 gross ton intervals; for example, a licence on a
33-gross-ton vessel would be assigned the average of all the catches by vessels between 30-34 ghess tons.
assignment of histories to individual stocks was made according to proximity of the stocks to the licences’
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homeportsThe stocks and proportions of total catch history assigned to each licence also varied by tonnage
group.

The hierarchy for the adjustments for licences that appealed on all three reasons was as follows: (a) Catch
History, (b) Dual Gegrand (c) Extenuating Circumstancéshis means that any application of the formula used
for Extenuating Circumstances would be made after all Catch History and Dual Gear adjustments had been made.
The award formulas, all expressed in quantities of catch histories, were then grouped together by stock and shared
the quota available in th&ppeal Pool. As will be explained in the following section, the whole amount in the
Pool was not always all used in allocations to appellants.

5.4 Calculation of after-appeals allocations

Quota in theAppeal Pool was used for the successful appellants on Dual Gear and Extenuating
CircumstancesThe afterappeals quota for a licence was obtained by calculating the additional quota based on
the additional historyand adding this to the licensddefore-appeals quota; again, this was done on a stock-by-
stock basis.

The successful appellantdditional histories for each stock would be théedéince between the new and
the original histories.The additional quotas were calculated by distributing the amount of quotaApleal
Pool among the additional histories on a stock-by-stock basis. In some stocks, there were enough quotas available
to settle all appeals at the original quota-history ratibbe original quota-history ratio was the 1990 quota
divided by the sum of the average best-two-of-four mobile catch histories of all licences (in the category) for the
stock. Table 3 shows the 1990 quotas, the sum of the average best-two-of-foumzls’catch histories and
the quota-history ratios in each stodk/hen there was enough quota in Ampeal Pool to settle all appeals at
the original quota-history ratio, the additional histories were given quotas at the original quota-history rate (for
the stock) and any unused quota was redistributed proportionately back to those who contributed toThePool.
was to ensure that an additional tonne of history of the successful appellants would not give them more quotas
than a tonne of original history of the non-appellants. In some stocks, hpt@rerwas not enough quota
available to award appellants at the original quota-history ratio, in which case, each successful appellant took a
proportionate reduction and the whole Pool was used up. In C1, there were enough quotas in the Pool to award
successful appellants at the original quota-history rate for three stocks, while in C2, all six stocks had enough
quotas in the Pool to award appellants at the original quota-history ratios.

Table 3
1990 quotas, sum of average-best-two-of-four yeaodile history and
quota-history ratios by stock, Scotia-Fundy mobile gear groundfish ITQ fleet

Stock C1 C2
1990 | Sum of average | Original | 1990 Sum of average | Original
quota | best-two-of-four | quota- [quota| best-two-of-four | quota-
years' mobile history years' mobile history
history ratio history ratio

Cod 4VN (j-a) 190 838 0.23 470 1216 0.39
Cod 4VN (m-d) 1065 1987 0.54 515 1232 0.42
Cod 4VsW 1215 2 549 0481 2775 5441 0.51
Cod 4X 3940 5028 0.781 3190 5999 0.53
Cod 5Y 215 164 1.31 535 595 0.90
Haddock 4X5Y 1520 4971 0.31] 1250 5609 0.22
Pollock 4VWX+5 3935 5481 0.72] 5905 9149 0.65
Total 12 080 21018 0.57 114 640 29 241 0.50

The afterappeals quotas were then obtained by adding the additional quotas to the before-appeals quotas.
While a licences total quota in all six stocks was higher after appeals (compared to before appeals), it was not
necessarily the case for every stock. It was possible that the after appeals quota was lower for some stocks if the
original catch histories in the stocks were higher than what were awarded under the appeal formulas.

It was also possible that the formula awarded to some licences gave them less fish than their original
allocation.This was likely to occur under the Formula C and C Modified awaidsen the appeal awards gave
them less quota than their original entittement, they were given back their original entittements and the appeal
awards were not usedhe computation of additional quotas was repeated for the remaining successful appellants
until every one was at least equal or bettéafier appeals.
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6. ADMINISTRA TION OF THE ALLOCA TION PROCESS
6.1 Staff requirements

A Task Force dice was set up in the summer of 1989 duringTideek Force study into the groundfish crisis.
This office operated throughout the ITQ Programme implementation stage in 1990. It hallcd Stede,
consisting of a managean analyst and anfafe administratar During 1990, this dice handled all matters
related to the implementation of the ITQ Programme, including answering inquiries from the jrtarstiting
the correspondence to licence holders, providing administrative support Wotkeng Group and industry
consultations, conducting data and document checks and providing suppohliodaton Review Board.The
operation of this dice continued for about a year after the implementation of ITQs to develop and implement the
Catch Monitoring Programme, which is a programme for the dockside reporting of fish larides Catch
Monitoring Programme was a mandatory requirement of the ITQ Programme.

Besides theTask Force stéf there were also a number of other DFO employees involidte DFO
representatives on thorking Group were two senior managers from the Maritimes Region. Besides the two
senior managers, a DFO Fisheries Management manager and a DFO economist also attended Wosktinfthe
Group meetings and helped to develop options and facilitate discus$iomsechnical work on the calculation
of the individual shares was managed by another DFO economist and supported by a computer programmer and
additional programmers on an as-required badike technical work on the allocation of shares, including
running the impact analyses, quality control of data, awarding of appeal quotas, and preparing the quota reports
to licence holders was almost a full time job for the technical team for about six months. In addition, two other
DFO employees in the Maritimes Region were also involved in the data checking and document validation for
about two months.

6.2 Additional pr ogramme funding requirements

There was some special funding from DFO available for this Programitiethe expenses of théask
Force ofice including the salaries of the three fttfe salaries of the computer programmers, the travelling costs
of DFO and industry members to therking Group meetings, and the expenses oAtloeation Review Board
came from this special allocatiohe salaries of the other DFO $tadvolved were paid out of their normal
operating budgets.

7. EVALUATION OF THE INITIAL ALLOCA TION PROCESS
7.1 Success in achieving initial policy objectives

As already indicated in Section 3.1, there were no pre-set objectives on how the shares were to be divided.
TheWorking Group, composed mainly of fishing industry stakeholders, designed the sharing formula and set the
terms of reference for the appeakhis was done in an environment of open dialogue and consensus building.

7.2 Satisfaction of rights holders with the pocess

There was general acceptance of the allocation and appeal prookssesild be expected, there were
some disagreements during terking Group discussions, and some complaints from licence holders who
claimed that DFO did not have all their catch history records and the low level of the quotas they were
allocated. The complaints on catch history records were dealt with through the appeals process described
earlier The complaints on low levels of quotas arose mainly because licence holders did not realize that the
average best-two-of-four years formula used as the basis for sharing was an inflated catch history base. By
definition, the average best-two-of-four yearatch in any stock would be higher than the average catch of all
four years, and even if the quota levels were to remain constant over the 1986-1990 period, a tonne of average
best-two-of-four yeardhistory would result in less than a tonne of quota allocat’sshown inTable 3, the
quota-history ratios varied by stock and ranged from 0.22 to 1.31. On average, the quota-history ratio was just
over 0.50 for all stocks.

The acceptance of the basic sharing formula and appeals process was also indicated by the continued use of
the catch history of the licence as the primary basis for sharing quotas in stocks that came into ITQs in later years.
The appeals process appeared to be fair to licence holders a3 heettansparency of the appeals process with
its clear guidelines and the presence of industry observers also helped. In fact, in the 1992 allocation of Cod 5Z
and Haddock 5Z, the ITQ Management Committee requested that the original Regation Board members
conduct the appeals again. Howevhis request was rejected by the original Board members!

7.3 Hindsight assessment

The process of involving industry participation in the allocation process and letting the licence holders
choose the features of the program continued the DFO practice of co-management, involving stake holders in
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fisheries management. If the allocations were to be done, ttdag would likely be little change from the
process employed then.

The use of catch history as the primary basis for the sharing of quotas appears to be the preferred choice
among licence holders in the groundfish fishexry is evident by the subsequent uses of catch histories in the
sharing formulas of other stocks in later years. Catch history was also used as the primary basis to allocate
individual quotas in the Scotia-Fundy Groundfish Fixed Gear 45fl€dt in 1997. The use of catch histories
minimized the disruptions from current activity levels and should provide for a smoother transition from the old
to the new regime.

More recent discussions on individual quota allocations have tended towards having a small portion of the
quota allocated based on equal shares to give access to those with low catch histoiteeshis was not an
explicit feature of the formula, the minimum allocation of seven tonnes in the C1 group was another way of
giving access to those licence holders with low catch histoAesimilar minimum allocation of 50t was also
proposed for licences with low catch histories in the other C2 formula, but the licence holders voted not to adopt
it. Topping up to minimum allocations would generally give a higher level of access to those with low catch
histories when compared to allocating a small portion of quota based on equal shares and this practice reduces
the gap between the highest and lowest allocations.

The diferent formulas for appeal awards and the awarding of two formula choices in some cases made the
allocation of appeals extremely complekhere was no guarantee that the successful appellants would get more
quota as a result and numerous iterations had to be run to ensure that they did not end up with less quotas after a
successful appeal.While still using catch histories as the basis for allocating quotas for appellants, the ITQ
Management Board also recognized the complexity of the original award formulas. In allocations of individual
quotas in later years they moved away from the complicated five-formula award system to a simplified version.
Overall, the allocation process and sharing formulas used in the initial ITQ program in 1991 appeared to be well
accepted by the industry
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