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1. INTRODUCTION 
The purpose of this handbook is to help you, as an operator in a fishery 
going to or recently moved to quota, to navigate your way through the 
business decisions regarding Individual Transferable Quotas (ITQs), 
and to help you adjust your business to the new system. 

This guide does not discuss the pros and cons of ITQs or the different 
quota allocation methods, as it is assumed that these discussions will 
have already taken place. If you are interested in these issues, there 
are many publications on the subject – a list of some is attached at the 
end of this guide. 

1.1 What are Individual Transferable 
Quotas (ITQs)? 

ITQs (often called “quotas”) are an output control where operators get 
a percentage share of the Total Allowable Catch – the TAC. 

TAC (Total Allowable Catch) is the amount of catch that can be taken in 
a specified period, usually a year. It is usually based on a stock assess-
ment which in turn is based on logbook catch and effort data, biological 
information, research survey data and any other relevant information. 

Imagine the Total Allowable Catch being like a pie to be shared 
amongst several people, including you. One slice is your ITQ share. If 
the pie (the TAC) gets bigger or smaller, the size of each person’s slice 
also changes but your proportion remains the same. 

TAC 

ITQ 
10% 

10% 
TAC 

ITQ 

Your share of a big pie 
gives you more. 

Your share of a small pie 
gives you less 



 
 
 
 
 

 

 
 
 

 

Usually the ITQ is granted as a proportion of the Total Allowable 
Catch (TAC) in units, units of entitlement, shares or Statutory Fishing 
Rights (SFRs). As the TAC is set in metric tonnes, these units are then 
converted into a weight equivalent for the year − the amount you are 
allowed to catch. Once the TAC is set for a year you can calculate your 
allowed catch, as shown in the following example: 

FISHERY 
500 quota units 

10˜ 

TAC= 
1000 
mt 

Operator gets 10% of TAC = 100 mt. 
Therefore one quota unit is worth 2 mt 
(100 mt divided by 50 units). 

10% of 500 units = 50 units 

TAC= 
500 
mt 

Operator gets 10% of TAC = 50 mt. 
Therefore one quota unit is worth 1 mt 
(50 mt divided by 50 units). 

By setting the TAC and quota this way, the TAC can be varied without 
changing the units allocated to you every year. Quota units can generally 
be sold, bought or leased for a short or long time (depending on the 
regulations in your fishery). 
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Sometimes there are additional conditions attached to your quota, like 
only being able to sell to someone who has a licence to operate in the 
fishery. Or there may be restrictions on the amount of quota you can 
own, or the minimum amount of quota you can hold to operate in the 
fishery. This will vary from fishery to fishery. 

1.2 Why are ITQs considered a good thing 
for many fisheries? 

ITQs are often introduced when the fishery cannot support the number 
of operators, or has been over-fished. The TAC is sometimes set well 
below previous catches, to allow the fish stock to rebuild. 

The idea behind ITQs is that by limiting the amount of fish an individual 
can catch (output controls) rather than limiting how they catch (effort 
controls), the race to fish is stopped. You get your part of the TAC no 
matter how or when you want to go fishing. 

Under ITQs operators concentrate on catching their quota at the 
least cost, rather than in the old system of racing to catch fish before 
anyone else. This has an added advantage of preventing the flooding 
of markets and subsequent low beach prices. With less gear in the 
water and less competition at specific times each remaining vessel 
has the opportunity to earn more money. 

As catch is limited under ITQs, many operators concentrate on 
improving the quality of their catch (to get a better price) in order to 
maximise the return from their quota. 

The effect of ITQs is that once an allocation has taken place, some 
people will decide to stop fishing by selling or leasing their quota to 
those that wish to stay. 

Those that stay are, according to the theory, the ones that can catch 
the TAC most profitably or with the lowest costs. The ones that 
leave do so because they can make more money doing something 
else or by leasing their quota out rather than fishing it themselves. 

“We used to fish 260 
days of the year, 
now we can fish 60 
days of the year for 
the same profit and 
choose the days we 
want to fish. 
My dad was never 
able to attend any of 
my soccer matches 
when I was a kid as 
he was always out 
fishing but now I can 
go to my kids’ soccer 
games.” 
— Rock Lobster Fisher, 
Western Ausstralia 



 
 

 
 

 
 

 
  

 
 
 
 
 
 

 
 

 
 
 

 

 
 

INSIDER’S TIP 
Know the ropes 

Because ITQs provide you with 
an asset – a share of the fishery 
– the value of that asset will go 
up and down, for the reasons 
other assets, such as your house 
or your boat, go up and down in 
value: demand and supply. 

1.3 What are ITQs worth? 

When a quota system is introduced one of the biggest questions is 
about the price of quota. You will need to base any decisions you make 
on this information. 

This is a very difficult question, as price will depend on demand and 
supply, which in turn depends on what people think are the future 
earning opportunities in the fishery. 

Unfortunately, there is very limited information available on actual (not 
offered) quota sale and lease prices in Australia, as they are currently 
not listed publicly. 

Market prices can also be distorted by government buyouts or 
speculative investors, who may push up prices. 

The experience in some fisheries has been that the lease price can 
vary significantly from around 10% to 60% of the beach price, and 
the buy price tends to be around two to three times the beach price 
of fish. However, in mature and/or high value quota fisheries, the 
buy price can be around six times the beach price. You could use 
these estimates as a guide, accepting that prices may be more or 
less in your fishery, and will depend on demand and supply. 

If you are not under any financial pressure you could wait until some 
trading has occurred, perhaps amongst the bigger operators. This 
will give you a better idea of the going price of quota. 

If someone is willing to pay a greater amount for your quota than it is 
worth to you, you should consider either selling or leasing your quota 
to them, or changing your operation to become more efficient and 
profitable (so that the quota is then worth a lot more to you). 
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1.4 The heart of the ITQ system is setting 
an effective TAC 

If TACs are based on faulty science, poor data or stakeholder lobbying, 
ITQs cannot prevent over-fishing. Setting a TAC that reflects what can 
be sustainably taken out of the water, and that takes into account 
market conditions, is therefore critical to an effective ITQ system. It 
ensures that this new asset keeps its value. 

An effective TAC mostly depends on good logbook (catch and effort) 
data, data on relative abundance, and a good stock assessment 
model. All partners in the fishery − the fishers, the managers and the 
scientists − have a role in ensuring an appropriate TAC is set based on 
this information. 

Garbage data  + Perfect Stock Assessment model = garbage results 

Log 

Perfect data  + Garbage Stock Assessment model = garbage results 

“It’s not rocket 
science. Fishing is 
like a bank account. 
You have to live on 
the interest and leave 
the principal intact. 
The principal is the 
amount of fish you 
want to leave in 
the water so that 
your share of the 
fishery swims on. 
The interest, which 
can vary from year 
to year, comes in 
the form of the Total 
Allowable Catch, 
which will stay higher 
if fishers are good 
conservationists. 
After the system is 
in place, ITQs are 
way more valuable 
than your boat, 
which is worthless 
without them.” 
— Operator, Alaska, 
United States 



 
 
 

 

 

 
 

 
 

 

 
 
 

 

 
 
 
 

  

 
 
 
 

  
 

  

INSIDER’S TIP 
Protect the value 
of your ITQ! 

To protect the value of your new 
asset, your quota, it is important 
to ensure that the TAC reflects an 
overall catch that is both profitable 
and sustainable to fish. Therefore, 
providing accurate catch and effort 
data matters! 

1.5 The ideal TAC 

The ideal situation is to have a “binding TAC”, which means that catches 
are pretty much equal to the TAC. That is usually an indication that the 
quota system is working well and that the benefits of going to ITQs are 
likely to be felt. 

You won’t be discarding fish or finding it very hard (or expensive) to 
catch your quota. 

1.6 What happens if catches are way  
below the TAC? 

This is known as a non-binding TAC, and is where catches do not get 
anywhere near the TAC. 

Sometimes this may be because the stock assessment is not reflecting 
the situation on the water and the stock is not doing as well as the 
assessment says it is. 

Sometimes it may be because there is little demand for the fish, or 
the cost of catching a fish is higher than the beach price. Sometimes, 
operators may be operating in more than one fishery, and are making 
better returns in those fisheries. 

If catches are way below the TAC there will be plenty of quota for sale 
or lease around, so quota prices will be low. 

Remember: A non-binding TAC may be a signal to potential 
investors and banks that the stock assessments are inaccurate or 
market conditions are poor. They may have doubts about the future 
potential of the fishery and be reluctant to lend money or invest in 
the fishery. 

6 
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1.7 What happens when the TAC  
is set too low? 

When a TAC is set too low more fish are available to be caught than 
the TAC will allow. This can lead to discarding and highgrading (taking 
the best and chucking the rest). This is bad for business and bad for 
the resource, as dead fish are returned to the water. 

Although quota sale and lease prices may be high, as people will 
be scrambling to get hold of quota to cover any excess catches, in 
the long term it may be a signal that there is something wrong with 
the stock assessment, and lead to doubts about the sustainability 
of the resource. 

“Banks are slowly 
getting more 
comfortable with 
quota. But we keep 
a close eye on 
resource sustainability 
to determine whether 
the fishery is being 
overfished, as that 
helps to determine 
how we value quota.” 
— Bank Manager, Victoria 

INSIDER’S TIP 
Get involved 

If you have the time, contribute 
to the TAC setting discussions by 
attending relevant meetings. It will 
also help you better understand 
the process. 
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2. PREPARING TO GO TO QUOTA 
If your fishery is about to go to quota the biggest thing on your mind is 
probably the allocation method. How much will I get? Understandably, 
until this has been finalised it’s hard to picture what your business will 
be like once quota has been introduced. 

Often, however, you have a fair idea of the likely allocation method and 
can make a guesstimate of what your quota will likely be. You can use 
this information to help guide your decision making. 

There are two steps you can take to prepare yourself for making 
decisions before the actual allocation has been formalised: 

Step 1: Understand what changes for your business when a fishery 
goes to quota. 

Step 2: Understand your business. 

2.1 Understanding what changes for your 
business when the fishery goes to quota 

Your catch is restricted 

As mentioned earlier, the reason most fisheries go to quota is to make 
the overall fishery more profitable and valuable. 

That may be hard to understand when often TACs are restricted to a 
fraction of previous total catch in the fishery, but many quota systems 
have achieved this over the longer-term. 

Therefore, the most important change for you is that you cannot land 
an unlimited amount of the fish species under quota. You must have 
quota equivalent to the weight of quota species you land. You may 
own that amount of quota or lease it in. In addition, your fishery may 
have requirements of minimum and maximum quota holdings, which 
could further restrict your catch. 



 
 
 
 
 

 

 

  

 

  

 

 
 
 
 
 

INSIDER’S TIP 
Smooth operator 

Make a real effort to familiarise 
yourself with the new paperwork 
and any additional requirements 
before quota comes in, to ensure 
that you fully understand your 
obligations. 

Your paperwork increases 

Quota requires more paperwork, because there needs to be a way to 
monitor catch against quota. It is worth familiarising yourself with the quota 
monitoring paperwork even before you have received an allocation, to 
make sure you understand what is required and to ensure that your boat 
is equipped for the changes (for example, there may be a requirement 
for a vessel monitoring system − VMS or electronic logbooks). 

Examples of additional obligations you may have are: 

• Changes in lodgement of logbook returns from monthly to daily. 

• Pre-departure notice (prior reporting). 

• Prior landing/pre-landing notice. 

• Declaration of catch/unloaded fish notices. 

• Catch Disposal Records which are completed by fishers, transporters 
and fish receivers. 

10 



 

 

 
 
 
 

 

 
 
 

 

 
 
 

 

 

  

 

 

 

 

 
 
 

 
 

 
 

 
 
 

 
 

  
 

• Quota transfer forms (for selling or leasing quota). 

• Quota reconciliation provisions (monthly, quarterly or annual). 

You gain more flexibility in the way you fish 

The good news is that there should be more flexibility in the way you 
fish. As the main management tool of the fishery is controlling catch, 
some other restrictions on your fishing inputs (input controls), which 
were previously used to limit catches, may be relaxed, such as gear 
restrictions and fishing seasons. 

By keeping yourself informed of the likely changes before quota is up 
and running and actively participating in any discussions concerning 
the removal of input controls you can fully prepare your business to 
benefit from these changes. 

Remember that some input controls will still remain. These are ones 
that continue to be important to the sustainability of the stock or 
protection of the environment, such as area closures and bycatch 
reduction measures. 

Your legal obligations may change 

Check to see how your legal obligations have changed. Ask the 
management agency if you are not sure. 

Especially look at: 

• “Under and over” provisions − whether and how much quota you 
are entitled to carry over/under into the following year(s). 

• Your obligations as a quota owner when you lease out quota. 

• Relaxation of gear or other effort restrictions. 

• Cancellation provisions. 

• Capital Gains Tax implications of selling quota. 

“Sometimes it’s 
tempting for operators 
to try to get away with 
not doing a lot of the 
quota compliance 
stuff – as there is a lot 
– but what they forget 
is that in the end it 
pushes the value of 
the ITQ asset down 
for everybody. 
Quota isn’t worth 
much if people 
think they can fish 
without it.” 
— Operator, Queensland 
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Photo courtesy of M. Barwick NPF 

Your management levies/fees may increase 

Experience in other Australian fisheries suggests that management 
levies may increase under a quota system, in particular, quota 
compliance, reporting and research costs. 

The reason research costs may increase is that in quota fisheries there 
is a more pressing need for fishery independent data through scientific 
surveys, to determine relative abundance and set accurate TACs. 
This is because catch per unit effort, which is a major input into stock 
assessment models, is a less reliable indicator of relative abundance, 
as operators often change their fishing practices to target or avoid 
particular species, to suit quota availability or meet market demands. 

Financial management and administrative skills 
become more necessary 

Managing quota requires a considerable amount of financial 
management skills, to ensure that your business is optimising the 
flexibility of the quota system to get the most out of the system. 

Understanding whether it is better for your business at any particular 
time to own or lease quota, being able to negotiate prices and 
obtain and finance quota when you need it, are all valuable skills 
under quota management. 

Also, the paperwork obligations require that someone in your business 
stay fully on top of the administrative and regulatory requirements. 
This makes sure that you know what your quota holdings are at any 
particular time, so you are fully compliant with all the relevant regulations 
and don’t get caught out. 

“Preventative main-
tenance is usually 
the first to go when 
operators are trying 
to save costs. This 
creates a vicious 
cycle, as they end 
up losing fishing days 
and getting more 
into debt. 
It’s really important 
that you put aside 
enough money in 
your fixed costs for 
maintenance.” 
— Operator, Tasmania 
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2.2 Understanding your business 

Income statements 

Understanding your business costs and revenues before the fishery 
goes to quota will help you make sound business decisions. 

The best place to start is to prepare an income statement. Income 
statements take sales from normal operating activities and subtract 
expenses. You may already have this information, but if you do not, the 
following example describes what is included in an income statement. 

An income statement has three sections. Example: 

INSIDER’S TIP 
Download fishing 
spreadsheets 

You can download Excel spread-
sheets for calculating your income 
statement which are especially 
designed for fishing businesses: 
http://seagrant.uaf.edu/map/ 
fishbiz/pubs/spreadsheets/ 
spreadsheet.html 

ANNUAL INCOME STATEMENT  $ 
1. This is money earned from sales of your catch. 

A. Gross Revenue / Fish Sales 150,000 

Variable Operating Costs 
Crew Shares 

Crew Insurance 

Provisions 

Fuel & Lube 

Gear 
Bait & Ice 

Misc Operating Costs 

Sub-Total Variable Costs 

2. Variable costs (or operating expenses) are costs 
directly related to catching fish, and vary based on the 
amount of fishing activity you do. They include fuel, bait, 
ice, crew share (including your share), food, marketing 
costs and fishing supplies. 

3. Fixed costs (overheads) are those that do not change with 
Port & Harbor Costs the amount of fishing you do. They include insurance, licence 
Maintenance 

Licence Costs 
fees, vessel maintenance, office expenses, accountant/ 

ITQ levies lawyer fees, storage, interest payments, depreciation and 
Vessel & Equipment Payments some taxes. Fixed costs reduce as your catch increases. 
Vessel Insurance 

Professional Fees 

Miscellaneous Fixed Costs 

Sub-Total Fixed Costs 

B. TOTAL COSTS 
Gross Operating Profit/Loss (A minus B) 

Fixed Costs 

http://seagrant.uaf.edu/map


 

 

  

 
 

  
 
 

  

 

 

  
 

 

INSIDER’S TIP 
A clear advantage 

It is important to prepare an in-
come statement, even if you think 
that you know your business, as 
sometimes your cost structures 
can surprise you. 

Preparing your income statement allows you to work out how much it 
costs to run your business, and provides a basis for you to estimate: 

• How much quota you will need to run a profitable business. 

• How to structure your quota holdings − selling, buying or leasing 
in/out. 

How much catch do you need to continue fishing? 

Once you have worked out your income statement the next steps are 
to estimate your contribution margin and the break-even point for your 
business. 

The contribution margin is a measure of the ability of your 
business to cover variable costs with revenue. It is the difference 
between gross revenues/kg and variable costs/kg. You need this to 
calculate your break-even. 

“In the first year A break-even point shows you how much catch you need to 
of quota, your 

keep your business going (pay all your expenses), just as it was. accountant will be 
your best friend.” 
— Operator, Tasmania If you already keep good business records it will be easy to calculate 

break-even! 

Step 1 Step 2 Step 3 
Extract the following

from your income 
statement: 

Catch (quantity) and 
average selling price 

Variable costs 

Fixed costs 

Prepare a business
statement for your

business for at least 
one year. 

Calculate your
contribution margin 

Step 4 
Calculate your

break-even point 
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How to calculate your break-even point. Example: 

Step 2 Step 1 Step 3 
Then calculate your 
break-even point 
by dividing: 

$100,000 (fixed costs) by 
$5,000 (contribution 

margin) 

= 20 metric tonnes 

Then calculate your 
contribution margin per mt 
by subtracting: 

$10,000 (avg beach price) 
– $5,000 (variable costs) 

= $5,000 contribution 
margin 

From your income statement 
take your: 

Average catch  30mt 

Average beach  $10,000/mt 
price ($10/kg) 

Variable costs $5,000/mt 

Fixed costs $100,000 

How do I work out break-even if I work in other 
fisheries as well? 

The simplest way to work out the break-even point for a fishery going 
to quota is to estimate the proportion of variable and fixed costs that 
can be attributed to that fishery. It does not have to be perfect, but 
you probably have an idea of the percentage of time and money you 
spend in that fishery compared to other fisheries you work in. 

Use that percentage to work out your break-even by this method, 
as shown in the example below: 

Step 1 Step 2
Estimate the percentage of your costs and revenues Apply that percentage for the quota (ITQ) fishery. 
that come from the quota (ITQ) fishery. Example: Estimate the average beach price. Example: 

Total business 
in all fisheries 

ITQ fishery only
estimate 

Catch = 25 mt 
Variable costs = $100,000 
Fixed costs = $180,000 

60% 

55% 

50% 

Catch = 25 mt x 60% = 15 mt 

Variable costs = $100,000 x 55% = $55,000 

Fixed costs = $180,000 x 50% = $90,000 

Beach price for quota fishery = $10/kg 

ITQ fishery only 

Step 3 Step 4
Calculate your contribution margin Calculate your break-even point. 
(See example on page 15.) 



 
 

 

 
 

What do you do with these estimates? 

Once you have done these calculations you will have a good idea of 
how your business is doing and what changes may be required to 
adapt to the new quota management system. 

If you know what your likely allocation is, and what any additional costs 
may be, you can also add them in to see what your business will likely 
look like after quota comes in. 
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3.  ADAPTING YOUR BUSINESS  
AFTER ALLOCATION 
Allocation is often a stressful and anxious time for operators. Once you 
receive your formal quota allocation you can make important decisions 
about your business. 

3.1 Decide your goals 

Firstly, think about what your goals for your business are, as this will 
help you make the right decision for you. Goals may include: 

• Maximise profits. 

• Keep earning what I am currently earning. 

• Earn an income and lease out my quota. 

• Cash in and sell my quota. 

• Expand my operations. 

• Reduce my operations. 

Photo courtesy of M. Barwick NPF 

INSIDER’S TIP 
Deep thinking 

Experience has shown that quota 
systems take a while to settle 
down, and if you are able (and 
can afford to), try not to make a 
rushed decision about your future. 



 
 
 
 

 
 

3.2 Estimate your break-even with your 
new allocation 

If you have already worked out your break-even for your business 
prior to going to quota (see previous section) you will be able to tell 
if your allocation is enough to cover your break-even. Don’t forget 
to add any additional costs, such as higher management levies, in 
your calculations. 

3.3 When your allocation is below your 
business break-even 

If your allocation is lower than your estimated break-even (which has 
included changes in management levy costs and any other anticipated 

Increase 
revenue per kg

and/or
decrease costs 

Additional costs 
may affect
break-even 
amounts 

Allocation is 
smaller than 
break-even 

OPT ION 3 
Lease or buy 
more quota 

Must pay
quota 

management
levies 

OPT ION 1 
Restructure 

your business 
OPT ION 2 

Exit 

Sell quota
only and

fish 
elsewhere 

Lease out 
all of your

quota 

Exit fishing,
sell assets 
including 

quota 
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cost changes) you have a number of choices available to you (see 
chart). Also, remember that if quotas work well, the TAC may increase 
in later years, so your allocation (in kilos) may increase. 

Exit and leave the fishery 

You can take advantage of the value of your quota asset by selling or 
leasing it to another operator or an investor in the fishery and then exit 
the fishery and /or continue (or start to) fish in another fishery. Or you 
can stop fishing entirely (e.g. retire or change to another line of work). 

If you decide to leave fishing altogether and wish to sell your boat and 
other gear as well, you should decide whether to sell the entire boat/ 
gear/quota package, or split them into separate items. 

Understandably, some operators are deeply attached to their vessels 
and you might find that the boat you love is not worth as much to 
potential buyers who may be mainly interested in buying quota. It 
is important to try and see the attractiveness from the purchaser’s 
point of view as well as your own when deciding whether to sell quota 
separately or when deciding on asking prices. 

The potential buyer may prefer a walk-in/walk-out package including 
your boat and gear. Or they might only be interested in buying your 
quota and you may have to find other buyers for your boat and gear. 

How do I sell or lease my quota? 

While many quota sales and leases are made direct to people you 
already know, there are also other avenues for selling quota. Your 
accountant, adviser, or bank manager may know potential buyers 
who do not currently operate in the fishery. 

Ship-brokers deal in quota sales and leases, as do some real-estate 
agents and business brokers in and around big fishing ports. Generally, 
you can list your quota for sale or lease at little to no cost, and the 
broker gets paid a percentage once a sale or lease happens. You 
should negotiate the commission percentage and additional expenses 

“The huge advantage 
of quota is that the 
smaller operator can 
fish to the market 
and cherry pick the 
times, compared to 
the larger operator 
who requires greater 
volumes. 
Sometimes the 
smaller operator has 
a cost advantage, as 
he doesn’t have to 
lease in quota to be 
viable. There is also 
some crew sharing 
going on, which was 
not possible before.” 
— Operator, Western 
Australia 



 
 
 
 
 

 

 
 
 

 

  

 

  
 
 
 
 
 
 

 
 
 

(such as advertising) before agreeing to give the broker your sale, and 
be clear about whether you want the broker to be an exclusive agent 
(which means the broker may be more active in promoting your quota, 
but may lock you into only using that broker for a period of time). You 
should also be clear whether the sales commission has to be paid if 
you find the buyer rather than the broker. 

Prices of quota are often given per kilo of quota rather than on the 
quota unit itself. 

Restructure your business 

You can restructure your business without having to buy or lease 
additional quota by reducing costs or increasing revenues. You should, 
therefore, probably plan to fish less trips or shorter trips. Other possible 
cost savings are to: 

• Fish closer to port or shore. 

• Reduce the number of crew you use/look at crew sharing with 
another operator. 

• Reduce the size (and running costs) of the vessel you use. 

• Increase the value of your product (this will depend on the species 
but could include better on-board sorting and icing, shorter transfer 
times, or timing catches to avoid oversupply. You should examine 
your fishery and its customers more broadly and strategically than 
you would normally (perhaps with the aid of a business advisor) to 
determine what market segment you should target, what the specific 
needs are of that market segment, and what assets and business 
methods would be required to service that market segment). 

In some ITQ fisheries these product/price effects are so pronounced 
that many operators have radically changed their operations and 
equipment, and have been rewarded with high and consistent profits 
as a result. 
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Buy or lease more quota 

This may involve accessing finance to buy or lease additional quota 
which would mean higher costs for your business. You will need to 
look at ways to reduce your other costs or increase your revenues to 
cover these additional expenses. 

Buying quota provides you with greater security but costs more. 

Pros and cons of buying quota 

• Quota can be expensive. This may need financing (possibly bank 
loans or equity from professional or other types of investors). 

• You would be buying an asset that may hold or even increase its 
value (of course, asset values can also decrease). Selling it at a later 
date may give you a capital gain (or loss). 

• Quota may be hard to find. Often fisheries have few operators and 
it may be difficult to find those that are willing to sell their quota. 

• Owning quota may not suit your business. If your catches are 
unpredictable (due to weather, breakdowns, illness, etc.) then you 
may run the risk of not fully fishing your quota for the year (and so 
“wasting” a portion of it). 

• Changes in the TAC may also leave you with not enough, or too 
much quota later on. 

Leasing quota has a lower initial cost to your business (it is not a 
capital item, but an operating item) and may be easier to find and 
arrange (much more quota is leased than sold). Leasing may offer you 
more flexibility if you anticipate that the TAC will increase in coming 
years and your initial allocation will eventually be sufficient. 

There are two ways you may be able to lease in quota, depending 
on the regulations: 

Photo courtesy of M. Barwick NPF 



 

 

 
 
 
 
 
 

 

  

  
 

 

INSIDER’S TIP 
Management levies 

Remember: If you lease out, you 
may still liable for management 
levies. Also, check to see whether 
you have any other legal liabilities. 

• Pay as you catch, where quota is only transferred when you catch 
the fish. 

• Up front, before the start of the fishing season. 

If you decide to lease quota, you have to decide what is the best option 
for you, taking into account the expectations you and others have 
about what the lease price will do over the fishing season and whether 
any quota will be available over the season. For example, you may be 
in a fishery where all quota is leased out at the beginning of the season. 
You don’t want to end up in a situation where you don’t have enough 
quota to cover your catches at the end of the season/fishing period. 

Pros and cons of leasing in quota 

• Leasing in quota requires increases in your variable costs. 

• No capital expenditure (and associated financing) is needed. Leases 
are comparatively cheap compared to buying quota. 

• Leases have greater flexibility. If your catch is trending higher than 
planned, you can simply lease-in more; if the catch trend is lower 
than expected then you can halt leases until it recovers. 
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If you need more quota to stay viable, you could consider topping up 
your quota holding by either purchasing or leasing additional quota, 
using the inherent flexibility of quota to help your business run better. 

You may also be able to use quota under and over provisions to help 
you match volumes, bearing in mind that this reduces your flexibility 
for that year (as your over/under-catch is used to adjust your quota). 
In general though, it is better not to run your business relying on 
unders and overs, as some management agencies are considering 
the removal of these provisions. 

Sometimes you may find that you receive an allocation for a quota 
species in a zone you are no longer fishing in. This is usually when an 
allocation has some component of catch history in it and you were 
fishing those fish in that area during the qualifying period. You may 
decide to swap quota with another operator who wants that quota 
and has quota that you want. Don’t forget that, although no money 
may change hands, you may be liable for Capital Gains Tax. Check 
with your accountant. 

Banks and quota 

If you need to borrow from the bank, check your bank’s policy on 
lending on quota − some banks do not have a good understanding 
of quota as an asset class. The amount the bank is willing to lend as a 
percentage of the total worth of your quota is known as a Loan to Value 
Ratio. For example, if the quota is valued at $100, 000 and the bank 
lends you $80, 000 against it, your Loan to Value Ratio is 80%. Current 
Loan to Value Ratios for quota range from 60% (in well-established 
quota fisheries where banks understand the asset) to 25% − 30% in 
new quota fisheries. Loan to Value Ratios depend on the bank’s view of 
how risky the quota is. Informed bank managers keep an eye on trends 
in TACs to help value the asset and determine Loan to Value Ratios. 

If you do want to borrow money to buy or lease quota, it is likely you 
will need to provide extra collateral (real estate is often preferred). 
Also, shop around if your bank gives you a poor Loan to Value Ratio 
for quota. 

INSIDER’S TIP 
Think outside the square 

Some operators in other fisheries 
have chosen to sell their entire 
allocation, but continue fishing 
using leased quota. They have 
found this a more profitable way 
to run their businesses. 



 
 
 
 
 

 

Some bank managers do not understand what quotas are. If this 
is the case, try other banks or lobby your industry association/ 
management agency to prepare a fact sheet about quota. 

3.4 If your allocation is greater than your 
current break-even 

If your allocation is greater than your current break-even point you are 
in a much better position and have more options (as shown in the 
following chart). Of course, you could choose to exit the fishery anyway 
(see section 3.3 on exiting and leaving the fishery), or if you find your 
allocation is greater than what you think you will need, you could either 
sell or lease out some of your quota. 

Must pay
quota

management
levies 

Allocation is 
equal to or greater 

than break-even 

OPT ION 4 
Sell some of 
your quota 

OPT ION 3 
Lease out some 

of your quota 
OPT ION 1 

Exit 
OPT ION 2 

Fish the quota 

Sell quota
only and

fish 
elsewhere 

Lease out 
all of your

quota 

Exit fishing,
sell assets 
including

quota 
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If you think the TAC may be further reduced in subsequent years, 
leasing out quota may be a better option than selling, in case you need 
to fish this quota in subsequent years. 

3.5  Using quota to give your business   
flexibility 

One big difference (and a big benefit) of a quota system is that you 
have greater flexibility if you can manage your business to suit the 
quota system. Previously, you could only sell, lease or buy a licence 
(and this was usually subject to restrictions). In a quota system you 
can sell, lease or buy small or large amounts of quota and do this from 
year to year as your circumstances change. 

Learn to manage your quota 

Although there are many circumstances which can affect your fishing 
business, managing your quota should be a vital part of adapting to 
the change and managing to get the best business outcome. 

As a guide, you should estimate whether the changed circumstance 
is likely to be short-term (a year or thereabouts), medium-term (several 
years), or permanent, and take actions with your quota to match. 

Generally a permanent change will result in the sale or purchase of 
quota, a short-term change should result in the single-year lease in or 
out of quota, and a medium-term change may need a medium-term 
arrangement. For example: 

• A multi-year lease-in or -out of quota; or 

• The sale of quota with an option to repurchase within a period of 
time for an agreed price (this option may cause the sale price to be 
reduced); or 

• The sale of your vessel and associated permits and gear, but 
retaining the quota with the intention to lease it out for a number of 
years and then re-enter the fishery with a new vessel later. 



 
 
 
 
 
 
 

 
 

 
 

  
 
 
 
 

  
 
 
 

When personal circumstances affect how much you 
can fish 

Changing personal circumstances such as injury, illness, retirement, 
family problems or similar can force fishing operators to reduce the 
intensity of their operations. You may decide, in this case, to downsize 
your vessel or gear or reduce the number or duration of fishing trips. 
You should also consider whether, as a result, you will hold quota 
allocation that you likely will not be able to fish completely, and in this 
case, take action to sell a portion of your quota, or lease-out quota that 
you are unlikely to catch. 

Selling part of your quota would give you a lump-sum. Alternatively, 
leasing out quota would enable you to have an additional income, and 
retain the benefit of any increase in quota values. 

Generating a retirement income 

If you intend to retire, you may be ceasing fishing operations. You could 
either sell your quota outright to generate a lump-sum, or lease out 
your quota to generate an on-going income. 

The choice between the two options is a personal one, however, it 
has some complications. If selling quota here are some things you 
need to consider: 

• Is your vessel/gear/quota package attractive enough to potential 
buyers that it would attract a reasonable price? Or would the quota 
separate from the vessel/gear be more likely to attract buyers? 
Would the vessel and/or gear be useable or saleable to a different 
market than other fishing operators (for instance leisure users, charter 
operators, etc.)? 

• You may need to pay Capital Gains Tax (CGT) on the sale amount, or 
you may be eligible for CGT relief as a small-business owner, if you 
have held the assets for long enough and fulfil all the other conditions 
of the exemption. You will need to check with the Australian Taxation 
Office, your accountant or a tax advisor. 
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• If the business or quota is owned by a self-managed superannuation 
fund then you should seek tax advice, as the rules are complex. 

• What do you intend to do with the lump-sum you obtain? There 
may be implications for taxation, pension assets tests and other 
means-tests. You should obtain expert advice for such a crucial and 
complex decision. It may be preferable to roll over the assets or 
lump sum into a superannuation scheme. 



 

  
 
 

  

  
 

  

If instead you intend to generate an income by leasing-out the quota, 
you should consider the following: 

• Leasing-out quota will take some amount of time, expense and 
attention, including selling efforts (even if you offer the quota leases 
via a broker), registration and other paperwork. You should be 
confident you can handle the burden. 

• Quota owners must pay the fishery management levies. You should 
factor this cost into your income calculations. 

• Lease income will be variable. For example, if the TACs reduce 
or increase, the market demand changes or the export market 
collapses, lease income will be affected. 
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4. WHAT CHANGES TO EXPECT  
IN THE FISHERY AS A WHOLE? 
Experience in other quota fisheries show that there are likely to be 
significant changes in your fishery as operators adjust to the new 
output controls. 

4.1  Improved economic performance 

Improved economic performance has been reported in virtually all ITQ 
fisheries. This does not mean that all operators are better off than 
before, but that the fishery as a whole is performing better. This results 
from a combination of factors, including reduced vessel numbers and 
capitalisation, higher catches per boat, better prices due to quality 
and timing of supply improvements, and better planning and use of 
capacity by fishing operators. 

4.2 Fishing effort reduction 

Most quota fisheries experience a reduction in the number of 
operators over time, as those operators who find it less profitable 
to fish, don’t like the new system, are fed up with the increased 
paperwork, or are ready for retirement, decide to exit. 

You can expect a reduction in fishing intensity, partly from fewer 
operators, and partly from less time spent fishing. 

These changes may not happen immediately, but can be expected 
over time. 

“Usually there is 
not an immediate 
change in economic 
efficiency in fisheries 
that have gone to 
quota. This only 
happens once the 
number of operators 
and boats have been 
reduced.  In the 
early years there is 
more pain than gains 
as vessels leave the 
fishery. After this time 
the efficiency gains 
come through.” 
— Operator, Victoria 



 
 
 

 

 
 
 
 

  

 

 

 

 

 

 
 

 
 
 
 

 

“Everyone works 
much more closely 
with their processor, 
changing their fishing 
practices to meet 
market demand.” 
— Operator, Victoria 

“There are now 
half the number 
of operators and 
half the number of 
pots fishing on the 
grounds, leading to 
less competition, 
and catch rates have 
gone through the 
roof and my catching 
costs have gone 
down.” 
— Rock Lobster Operator, 
Western Australia 

4.3 Market needs become more important 

Experience in other fisheries has shown that operators become much 
more driven by the market when operating under quota, as they want 
to obtain the highest possible price for their product to maximise the 
value of their quota. 

The result has generally been a concentration on higher-priced 
specialist/niche market segments (such as specific-size fish, premium 
fish to the restaurant trade, live fish to premium-price buyers) or a focus 
on consistency of supply (such as a guaranteed supply of fish to a 
buyer). Changes that take place include: 

•  Freshness enhancements such as live-holding tanks. 

• Faster catch transit times from closer fishing grounds. 

• Cold-chain improvements such as on-vessel and/or on-shore chilling. 

• Targeting markets with a preference for smaller sizes. 

• Quality-assurance e.g. traceability. 

The Tasmanian Rock Lobster Fishery rock lobster fishers responded to 
catch limits under ITQs by moving their effort inshore to target higher-
priced red rock lobster, rather than paler and lower valued lobster from 
deep-water. 

Operators lobbied for a change in the quota year dates, then changed 
the pattern and nature of effort, with a greater effort over autumn/winter, 
targeting live lobster for the export market after installing live holding 
tanks. (from van Putten, I. and Gardner, C. (2010) “Lease quota fishing 
in a changing rocklobster industry”. Marine Policy, 34: 859-867.) 
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4.4 Concentration of quota owners 

Ownership of quota is likely to become more concentrated as operators  
leave the fishery and their quota is sold or leased. Experience has shown  
that quota concentration is likely to be greatest in fisheries where the  
capital requirements are high and where there was already quite a lot  
of concentration before. Some quota fisheries have maximum quota  
holdings to prevent too much consolidation. 

4.5 Processors become quota owners 

In fisheries where the TAC has been cut considerably, processors 
buy or lease quota to ensure that they have the security of supply to 
maintain their own business viability. 

Whilst this makes sense from a processor point of view, in some 
fisheries those operators who need to lease or buy quota may find it 

“Even if quota is 
owned by ‘armchair 
owners’ there will 
always be a demand 
for good people 
to catch the fish. 
Leasing provides an 
opportunity for good 
skippers who don’t 
own quota.” 
— Operator, Victoria 

difficult or expensive to do so, because they do not have the buying 
power of processors. 

4.6  Increased costs for non-quota owners 

In some fisheries, operators who previously leased a licence have found 
that quota leasing costs are higher. This has made it much harder to 
make a profit and in some cases they have had to exit the fishery. 



 
 

 
 
 
 

 

 
 

  

However, in some fisheries where quota prices have been falling 
over time, operators have found it more profitable to lease and not 
own, quota. 

4.7  Entry costs may be higher 

In some fisheries that have gone to quota, the cost of entering the 
fishery by buying or leasing quota has increased dramatically, as 
previously licence costs were low. In these cases attracting new 
entrants has been difficult and has led to an ageing of the fleet and 
operators without any obvious succession. 

In other fisheries, such as some rock lobster fisheries where pots were 
trading at high prices before quota, the costs of entry has not changed 
that much. 
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5. WHERE CAN I GO  
FOR FURTHER ADVICE? 
If you need more free advice and assistance on preparing your business 
to going to quota, there are a number of places you can seek help. 

5.1 Small Business Centres Australia 
This is a national network of business centres whose services are 
partially funded by the Australian Government to support and develop 
small business. Contact their Head Office or check the website for a 
centre near you. 

BEC Australia Head Office 
Level 19 Central Square 
323 Castlereagh Street 
SYDNEY NSW 2000 
Phone: 02 9089 7648 
http://www.becaustralia.org.au 

Small Business Development Corporation (for WA only) 
Level 2, Gordon Stephenson House 
140 William Street, WA 6000 
(above the Perth underground train station) 
Phone: 131 BIZ (131 249) 
Email: info@smallbusiness.wa.gov.au 
http://www.smallbusiness.wa.gov.au/ 

5.2 Web resources 
The Alaska Sea Grant Program produces some useful publications 
which, although tailored for the US, provide some useful advice. 
The following publications can be downloaded from: 

http://seagrant.uaf.edu/bookstore/category. 
php?category=Fishing%20Business 

http://seagrant.uaf.edu/bookstore/category
http://www.smallbusiness.wa.gov.au
http://www.becaustralia.org.au


  
 

 

 
 

  

  
   

Basic Startup Guide for the Direct Market Fisherman. Information 
for fishermen on how to get started in direct marketing. 

Tips for Managing Yearly Fishing Income. Publication on organising 
your year-end financial management and saving for the future, 4 pp. 

Fishermen’s Direct Marketing Manual. Manual on how fishermen can 
direct-market their seafood catch. 

Calculating Profitability for a Direct Marketing Operation. 
How to calculate whether directing marketing would be profitable 

The Business of Fishing: Managing Finances. Publication 
on bookkeeping and accounting for fishermen. 
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5.3 Industry Associations 

Your industry association may also be able to help you deal with the 
impacts a quota management system may have on your business. 
Contact the associations below or check their websites to see if there 
is any information that may help you. They should be able to also put 
you in touch with more fishery specific associations. 

Queensland Seafood 
Industry Association 
Phone: (07) 3262 6855 
Fax: (07) 3262 7650 
Email: qsia@qsia.com.au 
http://www.qsia.com.au/ 

WA Fishing Industry Council 
Phone: +61 08 9432 7777 
Fax: +61 08 9432 7700 
Email: reception@wafic.org.au 
http://www.wafic.com.au/ 

Northern Territory 
Seafood Council 
Phone: 08 8981 5194 
Fax : 08 8981 5063 
Email : ntsc@ntsc.com.au 
http://www.ntsc.com.au 

Tasmanian Fisheries 
Industry Council 
Phone : 03 6224 2332 
Fax: 03 6224 2321 
Email: tsic@tsic.org.au 
http://www.tfic.com.au 

Seafood Industry Victoria 
Phone: 03 9329 5660 
Fax: 0 3 9328 2533 
Email: admin@siv.com.au 
http://www.siv.com.au 

Commonwealth Fisheries 
Association 
Phone: 02 61621283 
Email: ceo@comfish.com.au 
http://comfish.com.au 

Seafood Industry Council 
New Zealand 
Phone: +64 4 385 4005 
Fax: +64 4 385 2727 
E-mail:info@seafood.co.nz 
http://www.seafoodindustry.co.nz/ 

National Federation of 
Fishermen’s Organisations (UK) 
Phone: +44 1904 635430 
Fax: +44 1904 
Email: nffo@nffo.org.uk 
http://www.nffo.org.uk/ 

Canada Council of Professional 
Fish Harvesters 
Phone: +1613 235-3474 
Fax: +1 613 231-4313 
http://www.ccpfh-ccpp.org 

http:http://www.ccpfh-ccpp.org
http://www.nffo.org.uk
http:http://www.seafoodindustry.co.nz
mailto:E-mail:info@seafood.co.nz
http://comfish.com.au
http://www.siv.com.au
http://www.tfic.com.au
http://www.ntsc.com.au
http://www.wafic.com.au
http://www.qsia.com.au
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	1. INTRODUCTION 
	1. INTRODUCTION 
	The purpose of this handbook is to help you, as an operator in a fishery going to or recently moved to quota, to navigate your way through the business decisions regarding Individual Transferable Quotas (ITQs), and to help you adjust your business to the new system. 
	This guide does not discuss the pros and cons of ITQs or the different quota allocation methods, as it is assumed that these discussions will have already taken place. If you are interested in these issues, there are many publications on the subject – a list of some is attached at the end of this guide. 
	1.1 What are Individual Transferable Quotas (ITQs)? 
	ITQs (often called “quotas”) are an output control where operators get a percentage share of the Total Allowable Catch – the TAC. 
	TAC (Total Allowable Catch) is the amount of catch that can be taken in a specified period, usually a year. It is usually based on a stock assessment which in turn is based on logbook catch and effort data, biological information, research survey data and any other relevant information. 
	-

	Imagine the Total Allowable Catch being like a pie to be shared amongst several people, including you. One slice is your ITQ share. If the pie (the TAC) gets bigger or smaller, the size of each person’s slice also changes but your proportion remains the same. 
	TAC ITQ 10% 10% TAC ITQ Your share of a big pie gives you more. Your share of a small pie gives you less 
	Usually the ITQ is granted as a proportion of the Total Allowable Catch (TAC) in units, units of entitlement, shares or Statutory Fishing Rights (SFRs). As the TAC is set in metric tonnes, these units are then converted into a weight equivalent for the year − the amount you are allowed to catch. Once the TAC is set for a year you can calculate your allowed catch, as shown in the following example: 
	Usually the ITQ is granted as a proportion of the Total Allowable Catch (TAC) in units, units of entitlement, shares or Statutory Fishing Rights (SFRs). As the TAC is set in metric tonnes, these units are then converted into a weight equivalent for the year − the amount you are allowed to catch. Once the TAC is set for a year you can calculate your allowed catch, as shown in the following example: 
	FISHERY 500 quota units 10˜ 

	TAC= 1000 mt 
	Operator gets 10% of TAC = 100 mt. Therefore one quota unit is worth 2 mt (100 mt divided by 50 units). 
	Operator gets 10% of TAC = 100 mt. Therefore one quota unit is worth 2 mt (100 mt divided by 50 units). 


	10% of 500 units = 50 units 
	10% of 500 units = 50 units 
	TAC= 500 mt 
	Operator gets 10% of TAC = 50 mt. Therefore one quota unit is worth 1 mt (50 mt divided by 50 units). 
	By setting the TAC and quota this way, the TAC can be varied without changing the units allocated to you every year. Quota units can generally be sold, bought or leased for a short or long time (depending on the regulations in your fishery). 
	2 

	Sometimes there are additional conditions attached to your quota, like only being able to sell to someone who has a licence to operate in the fishery. Or there may be restrictions on the amount of quota you can own, or the minimum amount of quota you can hold to operate in the fishery. This will vary from fishery to fishery. 
	1.2Why are ITQs considered a good thing for many fisheries? 
	ITQs are often introduced when the fishery cannot support the number of operators, or has been over-fished. The TAC is sometimes set well below previous catches, to allow the fish stock to rebuild. 
	The idea behind ITQs is that by limiting the amount of fish an individual can catch (output controls) rather than limiting how they catch (effort controls), the race to fish is stopped. You get your part of the TAC no matter how or when you want to go fishing. 
	Under ITQs operators concentrate on catching their quota at the least cost, rather than in the old system of racing to catch fish before anyone else. This has an added advantage of preventing the flooding of markets and subsequent low beach prices. With less gear in the water and less competition at specific times each remaining vessel has the opportunity to earn more money. 
	As catch is limited under ITQs, many operators concentrate on improving the quality of their catch (to get a better price) in order to maximise the return from their quota. 
	The effect of ITQs is that once an allocation has taken place, some people will decide to stop fishing by selling or leasing their quota to those that wish to stay. 
	Those that stay are, according to the theory, the ones that can catch the TAC most profitably or with the lowest costs. The ones that leave do so because they can make more money doing something else or by leasing their quota out rather than fishing it themselves. 
	“We used to fish 260 days of the year, now we can fish 60 days of the year for the same profit and choose the days we want to fish. My dad was never able to attend any of my soccer matches when I was a kid as he was always out fishing but now I can go to my kids’ soccer games.” — Rock Lobster Fisher, Western Ausstralia 
	Sect
	Figure

	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Know the ropes 
	Because ITQs provide you with 
	an asset – a share of the fishery 
	– the value of that asset will go up and down, for the reasons other assets, such as your house or your boat, go up and down in value: demand and supply. 
	Figure

	1.3 What are ITQs worth? 
	1.3 What are ITQs worth? 
	1.3 What are ITQs worth? 
	When a quota system is introduced one of the biggest questions is about the price of quota. You will need to base any decisions you make on this information. 
	This is a very difficult question, as price will depend on demand and supply, which in turn depends on what people think are the future earning opportunities in the fishery. 
	Unfortunately, there is very limited information available on actual (not offered) quota sale and lease prices in Australia, as they are currently not listed publicly. 
	Market prices can also be distorted by government buyouts or speculative investors, who may push up prices. 
	The experience in some fisheries has been that the lease price can vary significantly from around 10% to 60% of the beach price, and the buy price tends to be around two to three times the beach price of fish. However, in mature and/or high value quota fisheries, the buy price can be around six times the beach price. You could use these estimates as a guide, accepting that prices may be more or less in your fishery, and will depend on demand and supply. 
	If you are not under any financial pressure you could wait until some trading has occurred, perhaps amongst the bigger operators. This will give you a better idea of the going price of quota. 
	If someone is willing to pay a greater amount for your quota than it is worth to you, you should consider either selling or leasing your quota to them, or changing your operation to become more efficient and profitable (so that the quota is then worth a lot more to you). 
	4 

	1.4The heart of the ITQ system is setting an effective TAC 
	If TACs are based on faulty science, poor data or stakeholder lobbying, ITQs cannot prevent over-fishing. Setting a TAC that reflects what can be sustainably taken out of the water, and that takes into account market conditions, is therefore critical to an effective ITQ system. It ensures that this new asset keeps its value. 
	An effective TAC mostly depends on good logbook (catch and effort) data, data on relative abundance, and a good stock assessment model. All partners in the fishery − the fishers, the managers and the scientists − have a role in ensuring an appropriate TAC is set based on this information. 
	Figure
	Garbage data  + Perfect Stock Assessment model = garbage results 
	Log 
	Perfect data + Garbage Stock Assessment model = garbage results 
	“It’s not rocket science. Fishing is like a bank account. You have to live on the interest and leave the principal intact. The principal is the amount of fish you want to leave in the water so that your share of the fishery swims on. The interest, which can vary from year to year, comes in the form of the Total Allowable Catch, which will stay higher if fishers are good conservationists. After the system is in place, ITQs are way more valuable than your boat, which is worthless without them.” — Operator, Al
	Sect
	Figure



	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Protect the value of your ITQ! 
	To protect the value of your new asset, your quota, it is important 
	to ensure that the TAC reflects an overall catch that is both profitable and sustainable to fish. Therefore, 
	providing accurate catch and effort data matters! 
	Figure

	1.5 The ideal TAC 
	1.5 The ideal TAC 
	1.5 The ideal TAC 
	The ideal situation is to have a “binding TAC”, which means that catches are pretty much equal to the TAC. That is usually an indication that the quota system is working well and that the benefits of going to ITQs are likely to be felt. 
	You won’t be discarding fish or finding it very hard (or expensive) to catch your quota. 
	1.6What happens if catches are way below the TAC? 
	This is known as a non-binding TAC, and is where catches do not get anywhere near the TAC. 
	Sometimes this may be because the stock assessment is not reflecting the situation on the water and the stock is not doing as well as the assessment says it is. 
	Sometimes it may be because there is little demand for the fish, or the cost of catching a fish is higher than the beach price. Sometimes, operators may be operating in more than one fishery, and are making better returns in those fisheries. 
	If catches are way below the TAC there will be plenty of quota for sale or lease around, so quota prices will be low. 
	Remember: A non-binding TAC may be a signal to potential investors and banks that the stock assessments are inaccurate or market conditions are poor. They may have doubts about the future potential of the fishery and be reluctant to lend money or invest in the fishery. 
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	1.7What happens when the TAC is set too low? 
	When a TAC is set too low more fish are available to be caught than the TAC will allow. This can lead to discarding and highgrading (taking the best and chucking the rest). This is bad for business and bad for the resource, as dead fish are returned to the water. 
	Although quota sale and lease prices may be high, as people will be scrambling to get hold of quota to cover any excess catches, in the long term it may be a signal that there is something wrong with the stock assessment, and lead to doubts about the sustainability of the resource. 
	Figure
	Sect
	Figure
	“Banks are slowly getting more comfortable with quota. But we keep a close eye on resource sustainability to determine whether the fishery is being overfished, as that helps to determine how we value quota.” — Bank Manager, Victoria 
	Figure



	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Get involved 
	If you have the time, contribute to the TAC setting discussions by attending relevant meetings. It will also help you better understand the process. 

	Figure


	2. PREPARING TO GO TO QUOTA 
	2. PREPARING TO GO TO QUOTA 
	If your fishery is about to go to quota the biggest thing on your mind is probably the allocation method. How much will I get? Understandably, until this has been finalised it’s hard to picture what your business will be like once quota has been introduced. 
	Often, however, you have a fair idea of the likely allocation method and can make a guesstimate of what your quota will likely be. You can use this information to help guide your decision making. 
	There are two steps you can take to prepare yourself for making decisions before the actual allocation has been formalised: 
	Step 1: Understand what changes for your business when a fishery goes to quota. 
	Step 2: Understand your business. 
	2.1 Understanding what changes for your business when the fishery goes to quota 
	Your catch is restricted 
	Your catch is restricted 

	As mentioned earlier, the reason most fisheries go to quota is to make the overall fishery more profitable and valuable. 
	That may be hard to understand when often TACs are restricted to a fraction of previous total catch in the fishery, but many quota systems have achieved this over the longer-term. 
	Therefore, the most important change for you is that you cannot land an unlimited amount of the fish species under quota. You must have quota equivalent to the weight of quota species you land. You may own that amount of quota or lease it in. In addition, your fishery may have requirements of minimum and maximum quota holdings, which could further restrict your catch. 
	Figure
	Sect
	Figure

	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Smooth operator 
	Make a real effort to familiarise yourself with the new paperwork and any additional requirements before quota comes in, to ensure that you fully understand your obligations. 
	Figure
	Your paperwork increases 
	Quota requires more paperwork, because there needs to be a way to monitor catch against quota. It is worth familiarising yourself with the quota monitoring paperwork even before you have received an allocation, to make sure you understand what is required and to ensure that your boat is equipped for the changes (for example, there may be a requirement for a vessel monitoring system − VMS or electronic logbooks). 
	Examples of additional obligations you may have are: 
	• 
	• 
	• 
	Changes in lodgement of logbook returns from monthly to daily. 

	• 
	• 
	Pre-departure notice (prior reporting). 

	• 
	• 
	Prior landing/pre-landing notice. 

	• 
	• 
	Declaration of catch/unloaded fish notices. 

	• 
	• 
	Catch Disposal Records which are completed by fishers, transporters and fish receivers. 
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	• 
	• 
	• 
	Quota transfer forms (for selling or leasing quota). 

	• 
	• 
	Quota reconciliation provisions (monthly, quarterly or annual). 


	You gain more flexibility in the way you fish 
	The good news is that there should be more flexibility in the way you fish. As the main management tool of the fishery is controlling catch, some other restrictions on your fishing inputs (input controls), which were previously used to limit catches, may be relaxed, such as gear restrictions and fishing seasons. 
	By keeping yourself informed of the likely changes before quota is up and running and actively participating in any discussions concerning the removal of input controls you can fully prepare your business to benefit from these changes. 
	Remember that some input controls will still remain. These are ones that continue to be important to the sustainability of the stock or protection of the environment, such as area closures and bycatch reduction measures. 
	Your legal obligations may change 
	Check to see how your legal obligations have changed. Ask the management agency if you are not sure. 
	Especially look at: 
	Especially look at: 

	• 
	• 
	• 
	“Under and over” provisions − whether and how much quota you are entitled to carry over/under into the following year(s). 

	• 
	• 
	Your obligations as a quota owner when you lease out quota. 

	• 
	• 
	Relaxation of gear or other effort restrictions. 

	• 
	• 
	• 
	Cancellation provisions. 


	• 
	• 
	Capital Gains Tax implications of selling quota. 


	Sect
	Figure
	“Sometimes it’s tempting for operators to try to get away with not doing a lot of the quota compliance stuff – as there is a lot 
	– but what they forget is that in the end it pushes the value of the ITQ asset down for everybody. 
	Quota isn’t worth much if people think they can fish without it.” 
	— Operator, Queensland 
	Figure
	Figure
	Figure
	11 
	Figure
	Photo courtesy of M. Barwick NPF 
	Photo courtesy of M. Barwick NPF 


	Your management levies/fees may increase 
	Experience in other Australian fisheries suggests that management levies may increase under a quota system, in particular, quota compliance, reporting and research costs. 
	The reason research costs may increase is that in quota fisheries there is a more pressing need for fishery independent data through scientific surveys, to determine relative abundance and set accurate TACs. This is because catch per unit effort, which is a major input into stock assessment models, is a less reliable indicator of relative abundance, as operators often change their fishing practices to target or avoid particular species, to suit quota availability or meet market demands. 
	Financial management and administrative skills become more necessary 
	Managing quota requires a considerable amount of financial management skills, to ensure that your business is optimising the flexibility of the quota system to get the most out of the system. 
	Understanding whether it is better for your business at any particular time to own or lease quota, being able to negotiate prices and obtain and finance quota when you need it, are all valuable skills under quota management. 
	Also, the paperwork obligations require that someone in your business stay fully on top of the administrative and regulatory requirements. This makes sure that you know what your quota holdings are at any particular time, so you are fully compliant with all the relevant regulations and don’t get caught out. 

	Figure
	Sect
	Figure
	“Preventative maintenance is usually the first to go when operators are trying to save costs. This creates a vicious cycle, as they end up losing fishing days and getting more into debt. 
	-
	Figure

	It’s really important that you put aside enough money in your fixed costs for maintenance.” 
	— Operator, Tasmania 
	Figure
	Figure
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	2.2Understanding your business 
	2.2Understanding your business 
	Income statements 
	Income statements 

	Understanding your business costs and revenues before the fishery goes to quota will help you make sound business decisions. 
	The best place to start is to prepare an income statement. Income statements take sales from normal operating activities and subtract expenses. You may already have this information, but if you do not, the following example describes what is included in an income statement. 
	An income statement has three sections. Example: 


	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Download fishing 
	spreadsheets 
	You can download Excel spreadsheets for calculating your income statement which are especially 
	-

	designed for fishing businesses: 
	/ fishbiz/pubs/spreadsheets/ spreadsheet.html 
	http://seagrant.uaf.edu/map

	Figure

	ANNUAL INCOME STATEMENT
	 $ 
	 $ 
	1. This is money earned from sales of your catch. 

	150,000 
	150,000 
	A. Gross Revenue / Fish Sales 

	Figure
	Variable Operating Costs 
	Variable Operating Costs 
	Crew Shares 
	Crew Insurance 
	Provisions 
	Fuel & Lube 
	Gear 
	Bait & Ice 

	Misc Operating Costs Sub-Total Variable Costs 
	2. Variable costs (or operating expenses) are costs directly related to catching fish, and vary based on the amount of fishing activity you do. They include fuel, bait, ice, crew share (including your share), food, marketing costs and fishing supplies. 
	2. Variable costs (or operating expenses) are costs directly related to catching fish, and vary based on the amount of fishing activity you do. They include fuel, bait, ice, crew share (including your share), food, marketing costs and fishing supplies. 

	Table
	TR
	TH
	Figure

	3. Fixed costs(overheads) are those that do not change with 

	Port & Harbor Costs 
	Port & Harbor Costs 
	the amount of fishing you do. They include insurance, licence 

	Maintenance Licence Costs 
	Maintenance Licence Costs 
	fees, 
	vessel 
	maintenance, 
	office 
	expenses, 
	accountant/ 

	ITQ levies 
	ITQ levies 
	lawyer fees, storage, interest payments, depreciation and 

	Vessel & Equipment Payments 
	Vessel & Equipment Payments 
	some taxes. Fixed costs reduce as your catch increases. 

	Vessel Insurance 
	Vessel Insurance 

	Professional Fees 
	Professional Fees 

	Miscellaneous Fixed Costs 
	Miscellaneous Fixed Costs 

	Sub-Total Fixed Costs 
	Sub-Total Fixed Costs 

	B. TOTAL COSTS 
	B. TOTAL COSTS 

	Gross Operating Profit/Loss (A minus B) 
	Gross Operating Profit/Loss (A minus B) 


	Fixed Costs 
	Fixed Costs 
	Figure



	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	A clear advantage 
	It is important to prepare an income statement, even if you think that you know your business, as sometimes your cost structures can surprise you. 
	-

	Preparing your income statement allows you to work out how much it costs to run your business, and provides a basis for you to estimate: 
	• 
	• 
	• 
	How much quota you will need to run a profitable business. 

	• 
	• 
	How to structure your quota holdings − selling, buying or leasing in/out. 


	How much catch do you need to continue fishing? 
	Once you have worked out your income statement the next steps are to estimate your contribution margin and the break-even point for your business. 
	Figure

	Figure
	Sect
	Figure
	The contribution margin is a measure of the ability of your business to cover variable costs with revenue. It is the difference between gross revenues/kg and variable costs/kg. You need this to calculate your break-even. 
	“In the first year 

	A break-even point shows you how much catch you need to 
	Figure

	of quota, your 
	of quota, your 
	keep your business going (pay all your expenses), just as it was. 
	accountant will be your best friend.” 
	— Operator, Tasmania 
	If you already keep good business records it will be easy to calculate break-even! 
	Figure
	Step 1 Step 2 Step 3 Extract the followingfrom your income statement: Catch (quantity) and average selling price Variable costs Fixed costs Prepare a businessstatement for yourbusiness for at least one year. Calculate yourcontribution margin Step 4 Calculate yourbreak-even point 
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	How to calculate your break-even point. Example: 
	Step 2 Step 1 Step 3 Then calculate your break-even point by dividing: $100,000 (fixed costs) by $5,000 (contribution margin) = 20 metric tonnes Then calculate your contribution margin per mt by subtracting: $10,000 (avg beach price) – $5,000 (variable costs) = $5,000 contribution margin From your income statement take your: Average catch  30mt Average beach  $10,000/mt price ($10/kg) Variable costs $5,000/mt Fixed costs $100,000 How do I work out break-even if I work in other fisheries as well? 
	The simplest way to work out the break-even point for a fishery going to quota is to estimate the proportion of variable and fixed costs that can be attributed to that fishery. It does not have to be perfect, but you probably have an idea of the percentage of time and money you spend in that fishery compared to other fisheries you work in. 
	Use that percentage to work out your break-even by this method, as shown in the example below: 
	Step 1Step 2
	Estimate the percentage of your costs and revenues Apply that percentage for the quota (ITQ) fishery. that come from the quota (ITQ) fishery. Example: Estimate the average beach price. Example: 
	Total business in all fisheries ITQ fishery onlyestimate Catch = 25 mt Variable costs = $100,000 Fixed costs = $180,000 60% 55% 50% Catch = 25 mt x 60% = 15 mt Variable costs = $100,000 x 55% = $55,000 Fixed costs = $180,000 x 50% = $90,000 Beach price for quota fishery = $10/kg ITQ fishery only 
	Step 3Step 4
	Calculate your contribution margin Calculate your break-even point. (See example on page 15.) 
	What do you do with these estimates? 
	What do you do with these estimates? 
	Once you have done these calculations you will have a good idea of how your business is doing and what changes may be required to adapt to the new quota management system. 
	If you know what your likely allocation is, and what any additional costs may be, you can also add them in to see what your business will likely look like after quota comes in. 

	Figure
	16 
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	3. ADAPTING YOUR BUSINESS AFTER ALLOCATION 
	3. ADAPTING YOUR BUSINESS AFTER ALLOCATION 
	Allocation is often a stressful and anxious time for operators. Once you receive your formal quota allocation you can make important decisions about your business. 
	3.1 Decide your goals 
	3.1 Decide your goals 
	Firstly, think about what your goals for your business are, as this will help you make the right decision for you. Goals may include: 
	• 
	• 
	• 
	• 
	Maximise profits. 


	• 
	• 
	Keep earning what I am currently earning. 

	• 
	• 
	Earn an income and lease out my quota. 

	• 
	• 
	• 
	Cash in and sell my quota. 

	• 
	• 
	Expand my operations. 

	• 
	• 
	Reduce my operations. 



	Figure
	Photo courtesy of M. Barwick NPF 
	Photo courtesy of M. Barwick NPF 
	Figure


	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Deep thinking 
	Experience has shown that quota systems take a while to settle down, and if you are able (and can afford to), try not to make a rushed decision about your future. 
	Figure
	3.2Estimate your break-even with your new allocation 
	If you have already worked out your break-even for your business prior to going to quota (see previous section) you will be able to tell if your allocation is enough to cover your break-even. Don’t forget to add any additional costs, such as higher management levies, in your calculations. 
	3.3 When your allocation is below your business break-even 
	If your allocation is lower than your estimated break-even (which has included changes in management levy costs and any other anticipated 
	If your allocation is lower than your estimated break-even (which has included changes in management levy costs and any other anticipated 
	cost changes) you have a number of choices available to you (see chart). Also, remember that if quotas work well, the TAC may increase in later years, so your allocation (in kilos) may increase. 


	Increase revenue per kgand/ordecrease costs Additional costs may affectbreak-even amounts Allocation is smaller than break-even OPTION 3 Lease or buy more quota Must payquota managementlevies OPTION 1 Restructure your business OPTION 2 Exit Sell quotaonly andfish elsewhere Lease out all of yourquota Exit fishing,sell assets including quota 
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	Exit and leave the fishery 
	You can take advantage of the value of your quota asset by selling or leasing it to another operator or an investor in the fishery and then exit the fishery and /or continue (or start to) fish in another fishery. Or you can stop fishing entirely (e.g. retire or change to another line of work). 
	If you decide to leave fishing altogether and wish to sell your boat and other gear as well, you should decide whether to sell the entire boat/ gear/quota package, or split them into separate items. 
	Understandably, some operators are deeply attached to their vessels and you might find that the boat you love is not worth as much to potential buyers who may be mainly interested in buying quota. It is important to try and see the attractiveness from the purchaser’s point of view as well as your own when deciding whether to sell quota separately or when deciding on asking prices. 
	The potential buyer may prefer a walk-in/walk-out package including your boat and gear. Or they might only be interested in buying your quota and you may have to find other buyers for your boat and gear. 
	How do I sell or lease my quota? 
	While many quota sales and leases are made direct to people you already know, there are also other avenues for selling quota. Your accountant, adviser, or bank manager may know potential buyers who do not currently operate in the fishery. 
	Ship-brokers deal in quota sales and leases, as do some real-estate agents and business brokers in and around big fishing ports. Generally, you can list your quota for sale or lease at little to no cost, and the broker gets paid a percentage once a sale or lease happens. You should negotiate the commission percentage and additional expenses 
	Ship-brokers deal in quota sales and leases, as do some real-estate agents and business brokers in and around big fishing ports. Generally, you can list your quota for sale or lease at little to no cost, and the broker gets paid a percentage once a sale or lease happens. You should negotiate the commission percentage and additional expenses 
	(such as advertising) before agreeing to give the broker your sale, and be clear about whether you want the broker to be an exclusive agent (which means the broker may be more active in promoting your quota, but may lock you into only using that broker for a period of time). You should also be clear whether the sales commission has to be paid if you find the buyer rather than the broker. 

	“The huge advantage of quota is that the smaller operator can fish to the market and cherry pick the times, compared to the larger operator who requires greater volumes. Sometimes the smaller operator has a cost advantage, as he doesn’t have to lease in quota to be viable. There is also some crew sharing going on, which was not possible before.” — Operator, Western Australia 
	Prices of quota are often given per kilo of quota rather than on the quota unit itself. 
	Prices of quota are often given per kilo of quota rather than on the quota unit itself. 
	Restructure your business 
	You can restructure your business without having to buy or lease additional quota by reducing costs or increasing revenues. You should, therefore, probably plan to fish less trips or shorter trips. Other possible cost savings are to: 
	• 
	• 
	• 
	Fish closer to port or shore. 

	• 
	• 
	Reduce the number of crew you use/look at crew sharing with another operator. 

	• 
	• 
	Reduce the size (and running costs) of the vessel you use. 

	• 
	• 
	Increase the value of your product (this will depend on the species but could include better on-board sorting and icing, shorter transfer times, or timing catches to avoid oversupply. You should examine your fishery and its customers more broadly and strategically than you would normally (perhaps with the aid of a business advisor) to determine what market segment you should target, what the specific needs are of that market segment, and what assets and business methods would be required to service that mar


	In some ITQ fisheries these product/price effects are so pronounced that many operators have radically changed their operations and equipment, and have been rewarded with high and consistent profits as a result. 
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	Buy or lease more quota 
	This may involve accessing finance to buy or lease additional quota which would mean higher costs for your business. You will need to look at ways to reduce your other costs or increase your revenues to cover these additional expenses. 
	Buying quota provides you with greater security but costs more. 
	Pros and cons of buying quota 
	• 
	• 
	• 
	Quota can be expensive. This may need financing (possibly bank loans or equity from professional or other types of investors). 

	• 
	• 
	You would be buying an asset that may hold or even increase its value (of course, asset values can also decrease). Selling it at a later date may give you a capital gain (or loss). 

	• 
	• 
	Quota may be hard to find. Often fisheries have few operators and it may be difficult to find those that are willing to sell their quota. 

	• 
	• 
	Owning quota may not suit your business. If your catches are unpredictable (due to weather, breakdowns, illness, etc.) then you may run the risk of not fully fishing your quota for the year (and so “wasting” a portion of it). 

	• 
	• 
	Changes in the TAC may also leave you with not enough, or too much quota later on. 


	Leasing quota has a lower initial cost to your business (it is not a capital item, but an operating item) and may be easier to find and arrange (much more quota is leased than sold). Leasing may offer you more flexibility if you anticipate that the TAC will increase in coming years and your initial allocation will eventually be sufficient. 
	There are two ways you may be able to lease in quota, depending on the regulations: 
	Sect
	Figure
	Photo courtesy of M. Barwick NPF 
	Photo courtesy of M. Barwick NPF 


	Figure
	Figure


	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Management levies 
	Remember: If you lease out, you may still liable for management levies. Also, check to see whether you have any other legal liabilities. 
	Figure
	• 
	• 
	• 
	Pay as you catch, where quota is only transferred when you catch the fish. 

	• 
	• 
	Up front, before the start of the fishing season. 


	If you decide to lease quota, you have to decide what is the best option for you, taking into account the expectations you and others have about what the lease price will do over the fishing season and whether any quota will be available over the season. For example, you may be in a fishery where all quota is leased out at the beginning of the season. You don’t want to end up in a situation where you don’t have enough quota to cover your catches at the end of the season/fishing period. 
	Pros and cons of leasing in quota 
	• 
	• 
	• 
	Leasing in quota requires increases in your variable costs. 

	• 
	• 
	No capital expenditure (and associated financing) is needed. Leases are comparatively cheap compared to buying quota. 

	• 
	• 
	Leases have greater flexibility. If your catch is trending higher than planned, you can simply lease-in more; if the catch trend is lower than expected then you can halt leases until it recovers. 
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	If you need more quota to stay viable, you could consider topping up your quota holding by either purchasing or leasing additional quota, using the inherent flexibility of quota to help your business run better. 
	You may also be able to use quota under and over provisions to help you match volumes, bearing in mind that this reduces your flexibility for that year (as your over/under-catch is used to adjust your quota). In general though, it is better not to run your business relying on unders and overs, as some management agencies are considering the removal of these provisions. 
	Sometimes you may find that you receive an allocation for a quota species in a zone you are no longer fishing in. This is usually when an allocation has some component of catch history in it and you were fishing those fish in that area during the qualifying period. You may decide to swap quota with another operator who wants that quota and has quota that you want. Don’t forget that, although no money may change hands, you may be liable for Capital Gains Tax. Check with your accountant. 
	Banks and quota 
	Banks and quota 

	If you need to borrow from the bank, check your bank’s policy on lending on quota − some banks do not have a good understanding of quota as an asset class. The amount the bank is willing to lend as a percentage of the total worth of your quota is known as a Loan to Value Ratio. For example, if the quota is valued at $100, 000 and the bank lends you $80, 000 against it, your Loan to Value Ratio is 80%. Current Loan to Value Ratios for quota range from 60% (in well-established quota fisheries where banks unde
	If you do want to borrow money to buy or lease quota, it is likely you will need to provide extra collateral (real estate is often preferred). Also, shop around if your bank gives you a poor Loan to Value Ratio for quota. 
	Sect
	Figure


	INSIDER’S TIP 
	INSIDER’S TIP 
	INSIDER’S TIP 
	Think outside the square 
	Some operators in other fisheries 
	have chosen to sell their entire 
	allocation, but continue fishing 
	using leased quota. They have 
	found this a more profitable way 
	to run their businesses. 
	Figure
	Some bank managers do not understand what quotas are. If this is the case, try other banks or lobby your industry association/ management agency to prepare a fact sheet about quota. 
	3.4 If your allocation is greater than your current break-even 
	If your allocation is greater than your current break-even point you are in a much better position and have more options (as shown in the following chart). Of course, you could choose to exit the fishery anyway (see section 3.3 on exiting and leaving the fishery), or if you find your allocation is greater than what you think you will need, you could either sell or lease out some of your quota. 

	Must payquotamanagementlevies Allocation is equal to or greater than break-even OPTION 4 Sell some of your quota OPTION 3 Lease out some of your quota OPTION 1 Exit OPTION 2 Fish the quota Sell quotaonly andfish elsewhere Lease out all of yourquota Exit fishing,sell assets includingquota 
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	If you think the TAC may be further reduced in subsequent years, leasing out quota may be a better option than selling, in case you need to fish this quota in subsequent years. 
	3.5 Using quota to give your business flexibility 
	One big difference (and a big benefit) of a quota system is that you have greater flexibility if you can manage your business to suit the quota system. Previously, you could only sell, lease or buy a licence (and this was usually subject to restrictions). In a quota system you can sell, lease or buy small or large amounts of quota and do this from year to year as your circumstances change. 
	Learn to manage your quota 
	Although there are many circumstances which can affect your fishing business, managing your quota should be a vital part of adapting to the change and managing to get the best business outcome. 
	As a guide, you should estimate whether the changed circumstance is likely to be short-term (a year or thereabouts), medium-term (several years), or permanent, and take actions with your quota to match. 
	Generally a permanent change will result in the sale or purchase of quota, a short-term change should result in the single-year lease in or out of quota, and a medium-term change may need a medium-term arrangement. For example: 
	• 
	• 
	• 
	A multi-year lease-in or -out of quota; or 

	• 
	• 
	The sale of quota with an option to repurchase within a period of time for an agreed price (this option may cause the sale price to be reduced); or 

	• 
	• 
	The sale of your vessel and associated permits and gear, but retaining the quota with the intention to lease it out for a number of years and then re-enter the fishery with a new vessel later. 


	When personal circumstances affect how much you can fish 
	When personal circumstances affect how much you can fish 
	Changing personal circumstances such as injury, illness, retirement, family problems or similar can force fishing operators to reduce the intensity of their operations. You may decide, in this case, to downsize your vessel or gear or reduce the number or duration of fishing trips. You should also consider whether, as a result, you will hold quota allocation that you likely will not be able to fish completely, and in this case, take action to sell a portion of your quota, or lease-out quota that you are unli
	Selling part of your quota would give you a lump-sum. Alternatively, leasing out quota would enable you to have an additional income, and retain the benefit of any increase in quota values. 
	Generating a retirement income 
	If you intend to retire, you may be ceasing fishing operations. You could either sell your quota outright to generate a lump-sum, or lease out your quota to generate an on-going income. 
	The choice between the two options is a personal one, however, it has some complications. If selling quota here are some things you need to consider: 
	• 
	• 
	• 
	Is your vessel/gear/quota package attractive enough to potential buyers that it would attract a reasonable price? Or would the quota separate from the vessel/gear be more likely to attract buyers? Would the vessel and/or gear be useable or saleable to a different market than other fishing operators (for instance leisure users, charter operators, etc.)? 

	• 
	• 
	You may need to pay Capital Gains Tax (CGT) on the sale amount, or you may be eligible for CGT relief as a small-business owner, if you have held the assets for long enough and fulfil all the other conditions of the exemption. You will need to check with the Australian Taxation Office, your accountant or a tax advisor. 
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	• 
	• 
	• 
	If the business or quota is owned by a self-managed superannuation fund then you should seek tax advice, as the rules are complex. 

	• 
	• 
	What do you intend to do with the lump-sum you obtain? There may be implications for taxation, pension assets tests and other means-tests. You should obtain expert advice for such a crucial and complex decision. It may be preferable to roll over the assets or lump sum into a superannuation scheme. 


	Figure
	Figure
	If instead you intend to generate an income by leasing-out the quota, you should consider the following: 
	If instead you intend to generate an income by leasing-out the quota, you should consider the following: 
	• 
	• 
	• 
	Leasing-out quota will take some amount of time, expense and attention, including selling efforts (even if you offer the quota leases via a broker), registration and other paperwork. You should be confident you can handle the burden. 

	• 
	• 
	Quota owners must pay the fishery management levies. You should factor this cost into your income calculations. 

	• 
	• 
	Lease income will be variable. For example, if the TACs reduce or increase, the market demand changes or the export market collapses, lease income will be affected. 
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	4. WHAT CHANGES TO EXPECT IN THE FISHERY AS A WHOLE? 
	4. WHAT CHANGES TO EXPECT IN THE FISHERY AS A WHOLE? 
	Experience in other quota fisheries show that there are likely to be significant changes in your fishery as operators adjust to the new output controls. 
	4.1 Improved economic performance 
	4.1 Improved economic performance 
	Improved economic performance has been reported in virtually all ITQ fisheries. This does not mean that all operators are better off than before, but that the fishery as a whole is performing better. This results from a combination of factors, including reduced vessel numbers and capitalisation, higher catches per boat, better prices due to quality and timing of supply improvements, and better planning and use of capacity by fishing operators. 

	4.2 Fishing effort reduction 
	4.2 Fishing effort reduction 
	Most quota fisheries experience a reduction in the number of operators over time, as those operators who find it less profitable to fish, don’t like the new system, are fed up with the increased paperwork, or are ready for retirement, decide to exit. 
	You can expect a reduction in fishing intensity, partly from fewer operators, and partly from less time spent fishing. 
	These changes may not happen immediately, but can be expected over time. 
	“Usually there is not an immediate change in economic efficiency in fisheries that have gone to quota. This only happens once the number of operators and boats have been reduced.  In the early years there is more pain than gains as vessels leave the fishery. After this time the efficiency gains come through.” — Operator, Victoria 
	Figure
	Sect
	Figure
	“Everyone works much more closely with their processor, changing their fishing practices to meet market demand.” 
	Figure

	— Operator, Victoria 
	Figure
	“There are now half the number of operators and half the number of pots fishing on the grounds, leading to less competition, and catch rates have gone through the roof and my catching costs have gone down.” 
	Figure

	— Rock Lobster Operator, Western Australia 


	4.3Market needs become more important 
	4.3Market needs become more important 
	4.3Market needs become more important 
	Experience in other fisheries has shown that operators become much more driven by the market when operating under quota, as they want to obtain the highest possible price for their product to maximise the value of their quota. 
	The result has generally been a concentration on higher-priced specialist/niche market segments (such as specific-size fish, premium fish to the restaurant trade, live fish to premium-price buyers) or a focus on consistency of supply (such as a guaranteed supply of fish to a buyer). Changes that take place include: 
	•
	•
	•
	 Freshness enhancements such as live-holding tanks. 

	• 
	• 
	Faster catch transit times from closer fishing grounds. 

	• 
	• 
	Cold-chain improvements such as on-vessel and/or on-shore chilling. 

	• 
	• 
	Targeting markets with a preference for smaller sizes. 

	• 
	• 
	Quality-assurance e.g. traceability. 


	The Tasmanian Rock Lobster Fishery rock lobster fishers responded to catch limits under ITQs by moving their effort inshore to target higher-priced red rock lobster, rather than paler and lower valued lobster from deep-water. 
	Operators lobbied for a change in the quota year dates, then changed the pattern and nature of effort, with a greater effort over autumn/winter, targeting live lobster for the export market after installing live holding tanks. (from van Putten, I. and Gardner, C. (2010) “Lease quota fishing in a changing rocklobster industry”. Marine Policy, 34: 859-867.) 
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	4.4 Concentration of quota owners Ownership of quota is likely to become more concentrated as operators leave the fishery and their quota is sold or leased. Experience has shown that quota concentration is likely to be greatest in fisheries where the capital requirements are high and where there was already quite a lot of concentration before. Some quota fisheries have maximum quota holdings to prevent too much consolidation. 4.5 Processors become quota owners In fisheries where the TAC has been cut conside
	difficult or expensive to do so, because they do not have the buying power of processors. 

	4.6 Increased costs for non-quota owners 
	4.6 Increased costs for non-quota owners 
	In some fisheries, operators who previously leased a licence have found that quota leasing costs are higher. This has made it much harder to make a profit and in some cases they have had to exit the fishery. 
	However, in some fisheries where quota prices have been falling over time, operators have found it more profitable to lease and not own, quota. 
	However, in some fisheries where quota prices have been falling over time, operators have found it more profitable to lease and not own, quota. 


	4.7 Entry costs may be higher 
	4.7 Entry costs may be higher 
	4.7 Entry costs may be higher 
	In some fisheries that have gone to quota, the cost of entering the fishery by buying or leasing quota has increased dramatically, as previously licence costs were low. In these cases attracting new entrants has been difficult and has led to an ageing of the fleet and operators without any obvious succession. 
	In other fisheries, such as some rock lobster fisheries where pots were trading at high prices before quota, the costs of entry has not changed that much. 

	Figure
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	5. WHERE CAN I GO FOR FURTHER ADVICE? 
	5. WHERE CAN I GO FOR FURTHER ADVICE? 
	If you need more free advice and assistance on preparing your business to going to quota, there are a number of places you can seek help. 
	5.1 Small Business Centres Australia 
	5.1 Small Business Centres Australia 
	This is a national network of business centres whose services are partially funded by the Australian Government to support and develop small business. Contact their Head Office or check the website for a centre near you. 
	BEC Australia Head Office Level 19 Central Square 323 Castlereagh Street SYDNEY NSW 2000 Phone: 02 9089 7648 
	http://www.becaustralia.org.au 

	Small Business Development Corporation (for WA only) Level 2, Gordon Stephenson House 140 William Street, WA 6000 (above the Perth underground train station) Phone: 131 BIZ (131 249) Email: info@smallbusiness.wa.gov.au / 
	http://www.smallbusiness.wa.gov.au


	5.2 Web resources 
	5.2 Web resources 
	The Alaska Sea Grant Program produces some useful publications which, although tailored for the US, provide some useful advice. The following publications can be downloaded from: 
	php?category=Fishing%20Business 
	http://seagrant.uaf.edu/bookstore/category. 

	Basic Startup Guide for the Direct Market Fisherman. Information for fishermen on how to get started in direct marketing. 
	Basic Startup Guide for the Direct Market Fisherman. Information for fishermen on how to get started in direct marketing. 
	Tips for Managing Yearly Fishing Income. Publication on organising your year-end financial management and saving for the future, 4 pp. 
	Fishermen’s Direct Marketing Manual. Manual on how fishermen can direct-market their seafood catch. 
	Calculating Profitability for a Direct Marketing Operation. 
	How to calculate whether directing marketing would be profitable 
	The Business of Fishing: Managing Finances. Publication on bookkeeping and accounting for fishermen. 
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	5.3 Industry Associations 
	Your industry association may also be able to help you deal with the impacts a quota management system may have on your business. Contact the associations below or check their websites to see if there is any information that may help you. They should be able to also put you in touch with more fishery specific associations. 
	Queensland Seafood Industry Association Phone: (07) 3262 6855 Fax: (07) 3262 7650 Email: qsia@qsia.com.au / 
	Queensland Seafood Industry Association Phone: (07) 3262 6855 Fax: (07) 3262 7650 Email: qsia@qsia.com.au / 
	http://www.qsia.com.au

	WA Fishing Industry Council Phone: +61 08 9432 7777 Fax: +61 08 9432 7700 Email: reception@wafic.org.au / 
	http://www.wafic.com.au

	Northern Territory Seafood Council Phone: 08 8981 5194 Fax : 08 8981 5063 Email : ntsc@ntsc.com.au 
	http://www.ntsc.com.au 

	Tasmanian Fisheries Industry Council Phone : 03 6224 2332 Fax: 03 6224 2321 Email: tsic@tsic.org.au 
	http://www.tfic.com.au 

	Seafood Industry Victoria Phone: 03 9329 5660 Fax: 0 3 9328 2533 Email: admin@siv.com.au 
	http://www.siv.com.au 

	Commonwealth Fisheries Association Phone: 02 61621283 Email: ceo@comfish.com.au 
	http://comfish.com.au 

	Seafood Industry Council New Zealand Phone: +64 4 385 4005 Fax: +64 4 385 2727 
	E-mail:info@seafood.co.nz 
	http://www.seafoodindustry.co.nz/ 

	National Federation of Fishermen’s Organisations (UK) Phone: +44 1904 635430 Fax: +44 1904 Email: nffo@nffo.org.uk / 
	http://www.nffo.org.uk

	Canada Council of Professional Fish Harvesters Phone: +1613 235-3474 Fax: +1 613 231-4313 
	http://www.ccpfh-ccpp.org 
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