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1. Recommendations

Honourable Members are recommended to:

(a) Approve implementation of actions related to Terra Moana recommendations 3, 4, 6,

7, 8,9 and 10.

(b) Approve proposals related to Observation 2 — ITQ Duration: Authorise the Director
of Natural Resources to develop an ITQ early renewal application process, criteria on
which applications for renewal or reallocation of ITQ are to be assessed, and
appropriate legal arrangements to be submitted in due course for consideration by
Executive Council.

(c) In relation to Observation 1 — Governance: Approve in principle the draft Fisheries
Accord developed by FIG officers and the Falkland Islands Fishing Companies




Association (FIFCA) and require the final Action Plan to be brought to Executive
Council for information.

(d) Authorise the Chief Executive to finalise details, make minor amendments as
required and work with FIFCA members to sign the Accord.

(e) Direct the Director of Natural Resources to complete further work on Observation 5 —
Bring Illex into the ITQ system, and to develop proposals on an ITQ allocation
mechanism for consideration by Executive Council.

2. Additional Budgetary Implications
2.1 None.
3. Executive Summary

3.1 In February 2018, New Zealand consultants Terra Moana delivered their Independent
Review of the Individual Transferable Quota System in the Falkland Islands, which FIG
commissioned in 2017. Previously submitted as an annex to Executive Council paper
24/18

3.2 In particular, Terra Moana was asked to provide advice on how FIG might clarify
and/or strengthen the three tests ITQ holders are subject to as a condition to continue to
hold quota (effective control, active involvement and economic efficiency).

3.3 Terra Moana were also asked to provide analysis and options, based on global best
practices, with respect to ITQ duration, aggregation limits, fishery management and
bringing the Illex fishery into the ITQ system.

3.4 The report provided 10 recommendations (Observations) on actions that FIG and the
Falkland Islands fishing industry could undertake to improve the management of our
ITQ fisheries. Since receipt of the report, FIG officials and FIFCA members have
worked together to consider each recommendation and develop proposed actions.
Members of the Legislative Assembly have been consulted and briefed throughout the
process.

3.5 The 10 recommendations and FIG’s response are provided in Section 5 and are
summarised briefly below:

Terra Moana Summary Observations (recommendations) FI1G response
1. Overarching Governance: Develop a Fisheries Accord | Agree in principle. Draft
between FIG and FIFCA Accord attached

2. ITQ duration: Provide a mechanism for early renewal and | Agree in principle with
extension of ITQ period, if FIG is not prepared to allocate ITQ | early renewal subject to
in perpetuity. meeting key conditions

3. Tests of Effective Control, Active Involvement and Economic | Retain the 3 tests as
Efficiency: Work with industry to develop objective indicators | currently set out in the
Fisheries Ordinance.
Increase required percentage
of Falkland Islands
ownership in ‘qualifying




4.1

4.2

4.3

4.4

Terra Moana Summary Observations (recommendations)

FIG response

companies’ (joint ventures)
to 51% by 2021

. Aggregation Limits: FIG should undertake a review of

aggregation limits

Clarify and confirm
aggregation limits and
monitor for the future.

. Extension of ITQ to Illex Fishery: Bring Illex into the ITQ

system

Agree in principle. Detailed
work required prior to
implementation

. Management of the Finfish Fishery: Transition from an effort-

based (TAE) to catch-based system (TAC)

Agree in principle

. Loligo Fishery:

Review options to introduce catch-based
management

Maintain current system,
which is considered
appropriate for the species

. Toothfish fishery: Fishery functions well and no changes are

needed

Agree, but FIG will
continue to monitor the
fishery for potential
improvement

. Maximise value of ITQ rights: Review financial accounting

treatment of ITQ

No change from existing
required, as FIFCA

members report no
particular concerns

10. Catch verification: Review and strengthen current approach
and introduce stronger penalties for under and mis-reporting

Agree. Proposed actions are
outlined in section 5.

Background and Links to Islands Plan and Directorate Business Plan/s

In late 2017 FIG commissioned New Zealand consultants Terra Moana Ltd. to
undertake a review of the ITQ system. The final versions of the reports were delivered
to FIG in February 2018. In summary the final report included a review of the main
features of the Falklands ITQ system together with information on the theory of ITQ. It
also compared the approach to ITQ taken elsewhere and the features of how the ITQ
approach has been implemented elsewhere. In addition to the informative aspect the
final report included 10 observations or recommendations on features of the Falklands
ITQ system, with some stylised policy option evaluation performed on 4 issues: 1TQ
duration and renewal of ITQ, Illex entry into the ITQ system, improving economic
performance and management in the mixed finfish fishery and incentives to enhance
Falkland Island ownership and control of the seafood sector.

The Terra Moana report was presented to Executive Council in February 2018. That
meeting agreed the formation of a FIG — FIFCA Working Group to address the
recommendations set out in the report. There have been a series of meetings in which
the recommendations have been considered and worked through with FIFCA.
Subsequent to that process there have been a couple of meetings with Legislative
Assembly Members to set out the issues and to identify preferred options.

The process has resulted in a clear response to some of the recommendations, whilst
others will require further work.

A further key outcome of the report and the work of the FIG-FIFCA working group has
been the development of a draft FIG-FIFCA Accord, attached to this paper. The
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Accord sets out how FIG and FIFCA will work together to continue to sustainably
maximise the economic potential of the fisheries while supporting fair returns to
industry and all Falkland Islanders. The Accord will be accompanied by an Action
Plan and it is proposed that a report to Falkland Islanders on progress will be jointly
produced by FIG and FIFCA every two years.

5. Terra Moana Observations and Recommended FIG Actions

5.1 Observation 1: Overarching Governance

a) Terra Moana summary recommendation: To deliver a greater level of clarity and
certainty for the community, FIG and the ITQ fishing sector, the two major economic
powerhouses of the FI, need to agree a Fisheries Accord.

b) The concept of a Fisheries Accord has a number of facets and needs to provide
certainty for both FIG, on behalf of the people of the Falkland Islands, and industry
members. Terra Moana recommends that the Accord should outline FIG and
FIFCA’s shared vision of the future, together with a shared understanding of
respective needs. A draft Accord, developed jointly by FIG officials and FIFCA
members, is attached in Annex 1.

c) The proposed Accord does not devolve any aspect of the Department’s statutory role
to any other body, nor does it replace existing or future 1TQ agreements between
each company and the Falkland Islands Government, including future agreements
related to the extension of ITQ. The Fisheries (Conservation and Management)
Ordinance 2005 with amendments is the applicable Ordinance. The Accord is not
meant to a legally binding agreement on any party, but signature of the Agreement is
proposed to be a key determinant for ITQ renewal and for assessing bids from
potential future entrants into an ITQ fishery.

d) The proposed Accord sets out specific targets in some areas, while in others it outlines
objectives for development and improvement and aims to enhance trust and
understanding between government and industry in pursuing their mutual goal of the
sustainable management of the Falkland Islands fishery for the benefit of all Falkland
Islands. It is proposed that a 5-year Action Plan related to implementation of the
Accord be agreed jointly between FIG and FIFCA, and that progress against each
action be reported to ExCo and the Falkland Islands public every two years.

e) The key components of the Accord include:

1. Building a competitive and successful seafood sector:

e Delivered through sustainable, profitable and socially beneficial practices, economic
leadership, strategic investment, and innovation to maximise economic returns to
industry and to the people of the Falkland Islands, who are the owners of the
resource

= This notably includes a commitment to increasing the minimum Fl ownership of
joint venture (JV) harvesting companies on the Catch Entitlement Register to
51%.

2. Ensuring healthy oceans:



e Delivered through leadership and collaboration with FIG, partners and the FI
community, so that future generations can enjoy and benefit from our biologically
rich, healthy and dynamic oceans.

3. Caring for our environment:

e Delivered through working with FIG, community, customers, NGO’s and suppliers to
lead the way in maximising efficiency in the use of resources including harvests,
minimising our environmental footprint and protecting the environment as
appropriate wherever we operate.

4. Protecting our people:

e Delivered by continually enhancing our work environments and practices and
protecting our workers from the risks of exploitation, occupational injury or ill
health.

5. Caring for our community:

e Delivered by creating business, employment and skills opportunities, coupled with
our commitment to the FI community, ensuring the sector delivers a positive social
contribution

f) The proposed actions in relation to Overarching Governance include:
i) Agree the principle of adopting and implementing a FIG-FIFCA Fisheries
Accord.
ii) The Fisheries Accord to be a key element of assessing bids for new ITQ
whether entirely new or for reallocating current ITQ on expiry.
iii) The Fisheries Accord will be reviewed at regular intervals to ensure it remains
relevant and is achieving the goals set out for the Fisheries Sector.

g) Recommendation to ExCo: Approve in principle the draft Fisheries Accord as
presented in Annex 1 and direct the Chief Executive to finalise details, amend as
necessary and work with FIFCA members to sign and implement the Accord.

5.2 Observation 2: ITQ Duration

a) Terra Moana summary recommendation: Roll-over of the 25-year licence term
provided that the ITQ holder is not in breach of a set of agreed standards and meets
formal key performance indicators (KPIs).

That fishing right holders may approach government at any time within their
current term with an appropriate investment strategy (that meets the above best
practice standards and KPIs) and have their licence re-established from that point
going forward for a further 25-year term.

b) As a matter of principle, Terra Moana favour allocating ITQ in perpetuity but
recognise that the Falklands may not be ready for this approach and that FIG is not
in agreement. Therefore, Terra Moana recommended that early renewal of ITQ be
allowed, for a further fixed period and that applications to renew ITQ or for new
allocation of ITQ, be assessed against achievement of defined criteria. FIG proposes
that, as a minimum, the criteria for renewal include as a specific requirement
Falkland Islands ownership of the joint venture harvesting company (a ‘qualifying



d)

company’ in the Ordinance) be at least 51% by 2021. The criteria will also require
that applicants be signed up and committed to the Fisheries Accord.

The requirement that the joint venture harvesting company (Qualifying Company)
be 51% owned by Falkland Island status holders (the ITQ owning company) will
inevitably require a change in shareholding for most companies. It is likely that this
will involve the transfer of shares from one joint venture partner to the other joint
venture partner on some basis. Where the transaction involves the sale of shares
there will need to be a process for valuing the company and the shares. There may
be a number of approaches to valuation and it should be on the basis of current
balance sheet value or asset value of the company. The valuation should not seek to
take any account of future earnings or profits of the joint venture company by virtue
of assuming an operating period tied to existing ITQ duration or the ITQ extension
period. To do so will involve the JV company anticipating some financial interest in
the value of ITQ whereas ITQ can only be held be an “Eligible Company’ (shares in
an eligible company may only be owned by persons with Falkland Island status,
unless an exemption from this requirement has been approved).

The renewal process for ITQ has been discussed between FIG and FIFCA. The
industry favours more flexibility allowing ITQ renewal or extension to be linked to
major investments. FIG officers do not recommend allowing a perpetual renewal
process at this point. Instead, it is recommended that a fixed period for renewal be
opened for 2021, with no expectation of a further early renewal opportunity prior to
the 2031 original ITQ expiry date. This could be reviewed by FIG at a later date,
depending on the experience with the 2021 early renewal round.

The proposed actions in relation to ITQ duration and renewal of ITQ include:

i) Retain maximum ITQ duration at 25 years, but allow an opportunity for early
renewal.

i) An early renewal process is proposed for 2021, 10 years in advance of the
expiry of current ITQ expiry date of 2031.

i) Successful applications in 2021 will result in a extension of ITQ rights for an
additional 15 years (expiry of rights in 2046). This resets the duration of ITQ to
25 years: 2021-2046.

iii) The decision to offer future ITQ extension rounds will be assessed by FIG
officials, once the experience of the 2021 round has been evaluated however it
is not anticipated that a second early extension opportunity will be offered prior
to the original 2031 expiry date.

iv) In future, new rounds could potentially be opened at intervals of 5, 10 and 15
years before ITQ expiry (2046) or recommendation could be made to allow an
application out of cycle on an exceptional basis if a major investment is
proposed. This is some time in the future and can be revisited in due course.

v) Applications for ITQ will be assessed against criteria to be set for each
application round. For the 2021 application round proposed criteria include;

» Achievement of 51% Falkland Islands shareholding in the joint venture, prior
to completion of the extension agreement

» Continued compliance with ITQ eligibility criteria (Law & Policy).

> Signatory to the FIG-FIFCA Fisheries Accord.



f) Recommendation to ExCo: Authorise the Director of Natural Resources to develop

an ITQ early renewal application process for consideration by ExCo.

5.3 Observation 3: Three tests: Effective Control, Active Involvement & Economic

a)

b)

d)

f)

Efficiency

Terra Moana summary recommendation: FIG to invite the industry to develop a range
of objective indicators that can be tested by FIG from time to time, to deliver
confidence to the community showing how ITQ holders retain effective control, are
actively involved in the ITQ business and are operating within economic efficiency
guidelines.

Both FIG and FIFCA have considered the development of the three tests, and FIFCA
commissioned additional consultant advice on the issue. Both parties have found it
difficult to develop the tests beyond their original concept and how they are reflected
in the Fisheries Ordinance.

At the time of its development, the three tests were reinserted into the Fisheries
Ordinance at the last minute, having previously been removed as they were seen as
problematic. Their last minute insertion was to provide a safeguard or ‘backstop of
last resort’ to allow for action to be taken against some of the more serious problems
which have arisen with ITQ systems elsewhere. The three tests continue to serve this
purpose.

The draft FIG-FIFCA Accord incorporates commitments and actions that will support
company-level demonstration of effective control, active involvement and economic
efficiency.

The actions proposed in relation to the Three Tests include:

1) Retain the three tests as currently set out in the Fisheries Ordinance and ensure
they are applied rigorously. ITQ may be revoked if specified conditions are not
met.

i) Note the development and contents of the FIG-FIFCA Fisheries Accord.

iii) Regulate to change the percentage of Falkland Islands ownership in a ‘qualifying
company’ (joint venture company) from 25.1% to 51% in order to qualify for
early renewal of ITQ. Companies that do not apply and qualify for early renewal
in 2021, will continue to operate to 2031 but will need to compete for that ITQ in
2031. Applications for such ITQ will have to satisfy all relevant criteria including
51% shareholding in joint ventures

Recommendation to ExCo: Agree the actions outlined in paragraph (e).

5.4 Observation 4: Aggregation Limits

a)

b)

Terra Moana summary recommendation: FIG undertakes a review of Aggregation
Limits. Full details of the recommendations are the Terra Moana report, attached as
Annex A.

The principle and operation of current aggregation limits includes the following:



i)

There should be limits on ‘domination’ of the fisheries sector which applies to
individuals and companies. This is provided for in the Fisheries Ordinance.

The restrictions on domination of the fisheries sector vary with the size of the
fishery. A single company may own the entire quota in a small fishery (< 2,000
tonnes). Limits become progressively more restrictive for catches in the range
2,000- 19,999 tonnes, and where catches are greater than 20,000 tonnes.
Aggregation limits allow for greater flexibility in terms of the use of Catch
Entitlement compared to ITQ. This provides for more flexible arrangements
within a single year or season which might arise for a number of reasons.

c) A working paper setting out the issues around aggregation limits was prepared for the
FIG-FIFCA discussions. In general, both parties agreed that the current aggregation
limit policy, subject to the adjustments proposed below, is fit for purpose. It was
accepted that in large fisheries there should be some competition and a monopoly
situation would not be welcome. Conversely in small fisheries a single company
could own the entire ITQ as that may be the most efficient operation. The greater
flexibility on aggregation limits applicable to catch entitlement compared to ITQ also
addresses some of the points in the consultancy report.

d) Proposed actions in relation to Aggregation Limits include:

i)
i)

i)

iv)

Confirm the relevance of the Aggregation Limit principle.

Implement a previous Executive Council decision to redefine aggregation limits
in terms of ITQ ownership instead of volume of catch by species.

Clarify the meaning of “connected” and “associated” persons in relation to the
application of aggregation limits.

Recognise that if there is a compelling reason for varying an aggregation limit,
this should be considered on a case by case basis. The current system already
includes at least one such derogation as previously agreed by Executive Council.

e) Recommendation to ExCo: Approve actions as outlined in paragraph (d).

5.5 Observation 5 — Extension of ITQ system to the lllex fishery

5.6

a) Terra Moana summary recommendation: That FIG bring Illex into the ITQ system.

b) Although there is broad industry and FIG consensus to move lllex into the ITQ
system, further work is required to develop the detailed policy and mechanisms,
particularly with respect to allocation.

c) Recommendation to ExCo: That further work be completed by the Director of
Natural Resources to develop proposals for moving lIllex to an ITQ system,
including options for allocation mechanisms.

Observation 6: Finfish Fishery Management

a) Terra Moana summary recommendation: Department of Fisheries to begin in earnest
the transition of the finfish fisheries from an effort based regime to a catch based
system.



b)

d)

9)

The Terra Moana recommendation to move from effort control to catch control in the
fishery is accepted in principle. As an approach it is likely to require significantly
more administrative effort and will require development of specific regulations.

For the most part the Falklands finfish fishery involves a mixed catch. The advantage
of a catch based system is that it should provide better conservation of finfish species.
In the current fishery, there is a critical (or index) species which controls the amount
of fishing effort allowed for the season or year. The control applied to lesser species
is less focused, although species-specific conservation measures have been applied to
some species. In general it is assumed that the rate of catch of some of these minor
species (non index) will be some consistent fraction of the catch of the index species.
A move to a catch-based system will solve some of those issues, although others may
arise in ensuring the system is sufficiently flexible to allow for fishing operations in
what is a mixed fishery. A catch based system should set a hard catch limit for a
greater range of finfish species.

It is proposed to set a Total Allowable Catch (TAC) for each species. The TAC will
need to be apportioned across the established ITQ fisheries. The shareholding by
company in each ITQ fishery will then dictate the allowable catch of each species for
each company.

The TAC approach requires finer scale monitoring than is the case with the TAE
system and catch verification will be even more critical. There will need to be
additional procedures developed to deter excess catch, whilst ensuring appropriate
flexibility. One option would be to have no excess catch, but in practice most such
systems allow some flexibility. An example of such flexibility is to require any excess
catch be ‘regularised’ by the company purchasing catch quota at a set price from the
government to cover the excess. Another option, which already exists in the TAE
system, is for companies to trade Catch Entitlement and that should be facilitated in a
TAC system as the number of trades will potentially increase. There has to be some
flexibility otherwise the risk is that a company exhausts TAC on a relatively minor
species which might preclude it from fishing despite having a catch quota portfolio of
some thousands of tonnes of other species.

The actions proposed in relation to Finfish Fishery Management include:

i) Agree in principle to move from TAE based management to TAC based
management.

i) Develop procedures for fishery management based on TAC and effort control.

iii) Set the mechanism for apportioning catch quota by species across established
ITQ fisheries and ultimately by individual company.

iv) Develop procedures for deterring and dealing with “excess’ catches.

v) Provide an effective Catch Entitlement trading mechanism

vi) Develop necessary regulations and changes to the Fisheries Ordinance as required
to implement the new procedures

vii) Commission a peer review of fisheries science and management on finfish
fisheries/species.

Recommendation to ExCo: Agree the actions outlined in paragraph (f).



d)

Observation 7: Falkland Calamari (Loligo) Fishery

Terra Moana summary recommendation: Review options to introduce catch-based
management for the Falklands Calamari (Loligo) fishery.

The Terra Moana review also raised the question of whether full value in this fishery
is being realised through quota value, sales value and lease value.

The FIG-FIFCA discussion on the Calamari fishery emphasised that the rationale for
switching to catch based management and TAC in the Calamari fishery is not strong.
Effort-based management was originally chosen for the fishery as it is suited to
management of a short lived species with significant variability in biomass from one
season to another. Effort control has to work with ‘in season management’; with the
fishery closing if the stock is calculated to be falling below the ‘safe’ threshold. A
similar approach would need to be applied to any TAC system, so there would be no
guarantee of catching the full TAC.

Whether there is more value to be extracted from some intrinsic ITQ property is
addressed separately in this report. The scope to extract additional value from ITQ or
leasing catch entitlement is seen as limited in the Calamari fishery. As noted it is a
short lived species and additionally has a finite season with limitations on when it is
advisable to fish. It would be damaging to fish early when the squid is small and also
damaging to fish late when the squid is about to spawn. As such there is no scope for
alternative approaches such as fishing with half of the vessels for a season which is
double in length. The Calamari fishery may have elements of an ‘Olympic style’
fishery but there is a reason for it.

The actions proposed in relation to the Calamari Fishery include:

1) Maintain the existing successful approach to this fishery.

i) Monitor the fishery here and similar fisheries elsewhere to see if there are
improvements to be made.

iii) Develop and discuss with FIFCA proposals around the current effort restrictions.
The specific issues include considering whether the Gross Tonnage (GT) banding
should be finer than the current 500 GT bands, and whether any exemption be
made for space which is purely crew welfare and amenity.

f) Recommendation to ExCo: Agree the actions outlined in paragraph (e).

5.8 Observation 8: Toothfish fishery

a)

b)

Terra Moana summary recommendation: Fishery functions well, so no changes
required.

Terra Moana assessed the Falkland Islands Toothfish fishery as a good operation which
is already subject to catch control. The fishery has Marine Stewardship Council
accreditation.
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c) While the report did raise a concern about the monopoly status of the fishery, this
somewhat contradicts the approach recommended elsewhere in the report, where
aggregation limits are questioned as to the constraints they place on consolidation and
efficiency within the industry. The allocation of ITQ in the Toothfish fishery complies
with the current aggregation limits.

d) There is considerable ongoing effort in the sustainable management of the Toothfish
fishery, including ongoing scientific research, stock assessment, management
improvements and maintaining MSC accreditation.

e) The actions proposed in relation to the Toothfish Fishery include:

i) Continue to monitor the fishery for improvements.

f) Recommendation to ExCo: Recognise that there are no new, immediate actions
arising from the Terra Moana assessment.

5.9 Observation 9: Maximise the value of ITQ rights

a) Terra Moana recommendation: That FIG review the current financial accounting
treatment of ITQ on fishing company balance sheets, to ensure it is consistent with
similar international regimes and that industry can maximise the full value of their
rights and interests.

b) FIG and FIFCA have discussed this recommendation in detail and have concluded
the current treatment of 1TQ on a company’s balance sheet is considered appropriate
and consistent with both Falkland Islands and UK accounting principles and the law.
The Fisheries Ordinance permits companies to mortgage 1TQ and once ITQ is traded,
an objective asset value can be established for ITQ related to that transaction.
However, there is an ephemeral aspect to ITQ value, particularly for short lived
variable species and where the trading market is limited to Falkland Islands Status
Holders. FIFCA members are not advocating for changes to the current treatment

c) The actions proposed in relation to Maximising the Value of ITQ Rights include:

vi)Review periodically in conjunction with FIFCA to ensure ITQ value can be
maximised and support industry development.

d) Recommendation to ExCo: Agree the action outlined in paragraph (c).

5.10 Observation 10: Catch Verification

a) Terra Moana summary recommendation: Review and strengthen the current catch
verification approach and introduce stronger penalties for under and mis-reporting.

b) In particular, Terra Moana recommends that the Fisheries Department review its
current catch verification approach, and compare to those of other countries, to
identify ways of strengthening catch verification requirements for the FI and that the
penalty regime for under or misreporting catch be strengthened, with penalties
commensurate to the offence
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c) In addition to Catch Verification, Terra Moana recommends that existing reporting
requirements be reviewed and that provision be made for more use of technology.

d) The report makes a number of recommendations with respect to the use of technology
including that all vessels be tracked by at least two systems; that vessels should report
daily and that the electronic logbook scheme can be extended further; that the use of
on-board video cameras be considered, whilst acknowledging limitations on image
processing and review capacity.

e) Notwithstanding a need for better catch verification from the jigging fleet, there are a
number of challenges with extending the requirement for electronic logbooks to this
fishery due to the multiple systems currently in use and to the language barrier.

f) In FIG-FIFCA discussions, the basic principle and intent of a system of 100% Catch
Verification was accepted. However, it is recognised that there are currently
limitations in terms of berth space at FIPASS which makes full catch verification
unfeasible. It is proposed that a solution could be to set up interim arrangements to
have Catch Verification conducted in Montevideo and in the Vigo area, on behalf of
FIG.

g) DNR agrees that there is scope to review the penalties and the application of
administrative penalties. A Bill was submitted to the last Assembly but was
withdrawn at the final stage before ratification. It will need to be revised and
reconsidered by Executive Council and proposals will be brought forward for
consideration in the coming months.

h) The actions proposed in relation to Catch Verification include:

1) The ultimate objective should be 100% catch verification. Capacity will need to
be built up and in the meantime, catch verification will need to rely on random
sampling. It needs to be recognised that in an abundant Illex year, a random
sampling approach might always be necessary if the jigging fleet remains at the
current size.

i) Catch Verification may be operated by the private sector with oversight from the
Department of Natural Resources.

i) In addition to catch verification at FIPASS, arrangements should be put in place
to undertake catch verification in Montevideo and Vigo, at least until the new port
is in operation.

iv) The catch verification scheme needs to be extended to reefer vessels.
v) Electronic logbooks should be implemented more widely.

vi) Updated penalty scales should be introduced together with the option of using
administrative penalties.

i) Recommendation to ExCo: Agree the actions outlined in paragraph (h).
6. Resource Implications

6.1 Financial Implications
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a)

b)

There are no immediate financial implications associated with this report; all
proposed actions can be undertaken within existing departmental budgets.

It is important to note that contribution from the ITQ fisheries to Falkland Islands
GDP and prosperity is significant. The ITQ fisheries directly contribute between
35-50% of total GDP and 25-30% of FIG revenues on an annual basis.

In terms of Net Present Value of ITQ the following calculation and estimate has
been made:

NPV of ITQ fishing sector pre-tax profit:
e FKP272.4 million over the 10-years period 2020-2029;
e FKP566.5 million over the 25-years period 2020-2045.

So, value of the ITQ renewal to the entire ITQ industry is: £294.1M (pre-tax) post
tax arguably 25% less. The valuation work undertaken on a consultancy basis for
the Treasury in 2006 in relation to the original ITQ used a higher discount rate than
used in these calculations. A higher discount rate would result in a lower value.

Further detail on this calculation is provided by the Economist and Economic
Policy Advisor at Annex A.

6.2 Human Resource Implications

6.3

7.

FIG officer time will be required to implement the actions contained in this report, this

will rely on existing resources.

Other Resource Implications

None.

Legal Implications

7.1 A number of the recommendations will result in the submission of further policy papers

8.

to Executive Council, and in some cases may either require amendment of existing
regulations or the development of new regulations. Legal input will be required as these
papers and proposals are developed. A bid for legislative drafting resource in the 20/21
programme will also need to be made in due course for any work requiring a change to
the law to be taken forward.

Environmental & Sustainability Implications

8.1 Implementation of the actions outlined above and in particular, completion of the FIG-

FIFCA Accord is expected to have positive impacts on the sustainability of Falkland
Islands’ marine resources and on the preservation of biodiversity. Observation six on
finfish management entails significant change for finfish management which is intended
to improve management of finfish resources and should provide additional sustainability
measures for a range of finfish species including those characterised as minor species.
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9.1

9.2

10.

Significant Risks

The existing ITQ system has been operating for some 13 years. The system has been
delivering some of the benefits originally anticipated. In particular the security inherent
in the system has been a factor in allowing for the investment in new modern efficient
vessels. There has been some investment in value adding activities although that is not
uniform across the sector. There has been investment in research, and FIG has seen an
increase in corporation tax from the fisheries sector

It is difficult to know what the pace of change or investment might have been in any
other system. There may be some perceived risk that the relatively small number of
participants in the fishery sector could lead to complacency or stagnation. It is doubtful if
alternative systems, and particularly the short term licensing system previously used,
would deliver better results due to the ‘short termism’ element. The ITQ system does
provide scope for intervention if necessary and the FIG-FIFCA Accord is predicated on
working with the industry to achieve shared objectives for the fisheries sector.

In relation to Observation 6 and Finfish Fishery management there are some real
challenges. Whilst some of these may entail risk in that some solutions may be difficult
or don’t work as well as anticipated they will need to be worked through and modified as
necessary. One of the recommendations is to commission a peer review of management
and science in the finfish fishery and this should provide information and analysis to
reduce some of the risks.

Consultation

10.1 FIFCA members were extensively consulted both during the initial consideration of the

11.

Terra Moana report and in the development of proposed actions. MLAS have been
updated and consulted throughout the process. Agents for Illex fishing companies have
been consulted on the specific recommendation related to extension of ITQ to this
fishery.

Communication

11.1 FIFCA and its members will be informed of the outcome of this paper,

11.2 The Terra Moana report is publically available.

11.3 Itis recommended that this paper be published with redactions.

14



Annex 1

An estimate of the 10-years and 25-years NPV of the
Falkland Islands ITQ fishing industry’s profit before tax

Assumptions

Assumption on the industry revenue’s main drivers

The main drivers of the ITQ fishing industry’s revenues are:

e (Catch; and
e Sale prices.

Catch

The following charts show historic evidence on catch levels for the main species fished by Falkland
Islands resident fishing companies.
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Species with average catch < 10K tons / year
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The following assumptions on future catch® (2019-2045) are assumed for all scenarios.

Species Catch 2019-2045
Falkland Calamari Average 2012-2018
Hakes Average 2012-2018
Hoki Average 2017-2018°
Rock Cod Average 2017-2018
Toothfish Average 2012-2018
Skates and Rays Average 2017-2018
Southern Blue Whiting Average 2017-2018
Red Cod Average 2017-2018
Sale prices

The following charts show historic evidence on price levels for the main species exported by
Falkland Islands fishing companies.

All prices refer to Falkland Islands exports to the EU (source: DataComex), with the exception of
toothfish, which price refers to Falkland Islands exports to non-EU countries (mostly the US; source:
UN Comtrade).

! By Falkland Islands resident fishing companies only, i.e. by FK, ES, and UK flagged vessels only.

> We made an assumption for future catch to be equal to the last two years’ average only with respect to
fisheries that showed a downward trend in recent years — and sometimes a significant one (e.g. hoki and
hake). This choice has been based on advice from colleagues at the Fisheries Department that, regarding some
finfish species, the last years’ catch is about the best indication of where we are in terms of catch trend.
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The following assumptions on future prices (2019-2045) are made for all scenarios.

Species Prices forecast (2019-2045) Annual growth rate in prices
Falkland Calamari Price trend as recorded over 2003-2018 1.5%

Toothfish Price trend as recorded over 2012-2018 1.8%

Skates and Rays Price trend as recorded over 2012-2018 2.1%

Hakes 2018 price level® Flat

lllex squid 2018 price level Flat

Hoki 2018 price level Flat

Southern Blue Whiting 2018 price level Flat

Red Cod 2018 price level of SBW Flat

Rock Cod 2018 price level of SBW Flat

Assumption on the ITQ industry expenditure’s components

The main components of the ITQ fishing industry’s expenditure are:

e Licence fees;

e Fixed investment (depreciation allowances); and
e Other expenditure items.

Licence fees

The following charts show historic evidence on licence fees levels for loligo squid, toothfish, and

other finfish.
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* In several cases assuming 2018 prices for the future is a conservative rather than optimistic assumption, as
prices have been going down recently (e.g. prices of Falkland Islands exports of hake and Southern Blue
Whiting to the EU, between 2012 and 2018).
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Fixed investment

FIFCA has shared with us some information on past, current, and foreseen investment by its

members:

e Past investment refers to investment having been made in the last 10 — 12 years;
e Current investment refers to vessels which are either in final talks or under construction at

the moment;

e Future investment refers to the next 10 — 12 years; investment considered by FIFCA
members for future years is likely to include vessels replacement and R&M, warehousing

and infrastructure projects, as well as diversification in other areas.

Based on the information provided by FIFCA, we adopt the following assumptions on future

investment:

Investment Past Current Future

Vessels £42.3 million £35.4 million Around £100 million
Other investment £25.2 million £5.0 million Around £30 million
Total £67.5 million £40.4 million Around £130 million
Source FIFCA FIFCA Our assumptions on

information provided by
FIFCA

Annual depreciation allowances reflect the size of investment in tangible assets. Between 2012 and
2018, depreciation allowances have been, on average, equal to 2% of turnover.

Based on information provided by FIFCA and rules on tax depreciation allowances®, we make the
following assumptions regarding future (i.e. 2019 onwards) depreciation allowances charged by

fishing companies:
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* Plant and machinery can be depreciated up to 40% per year with the “reducing balance” depreciation
method; vessels can be depreciated up to 20% per year (“straight line” depreciation method); buildings can be

depreciated up to 10% per year (“straight line” depreciation method).
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Other expenditure items

We assume other expenditure items (i.e. all expenditure after licence fees and depreciation
allowances) to be equal to 73% of turnover every year (i.e. average of 2014-2016, source: National
Accounts).

Results

The following chart shows a projection of the ITQ industry’s revenue, expenditure, and profit before
tax, in a hypothetical base case scenario based on the assumptions described above.’
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> Please note that it is not possible to realistically forecast these variables with any confidence in the medium-
to long-term, as the fishing industry’s turnover, expenditure, and profitability depend on a number of highly
volatile and uncertain variables, including (but not limited to):

e Catch of fishing products;

e Fishing products’ international prices;

e Exchange rates;

e QOutcomes of Brexit (including potential import tariffs set by EU Member States);

e Fishing industry’s cost structure (including workforce and oil prices);

e Fishing industry management issues (e.g. reflagging, development of the relationship between the

Falkland Islands and Spanish partners into the joint ventures, etc.);
¢ Investment decisions by fishing companies;
¢ Availability of new export markets.
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The following chart shows a comparison between non-discounted profit before tax (also shown in
the chart above) and profit before tax discounted at a 5% discount rate.
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Net present value

Based on a 5% discount rate, the net present value (NPV) of profit before tax can be estimated in:

FKP272.4 million over the 10-years period 2020-2029;
FKP566.5 million over the 25-years period 2020-2045.
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INTRODUCTION

The 2018 Independent Review of the Individual Transferable Quota System in the Falkland Islands by
Terra Moana recommended (appendix 1):

To deliver a greater level of clarity and certainty for the community, FIG and industry, the two
major economic powerhouses of the Fl, need to agree a Fisheries Accord. Accords are an
accepted approach used internationally to establish common goals and enable cooperation
amongst stakeholders. A proposed Accord of this type is based on a set of strategic
outcomes, encompassing resource utilisation, economic self-sufficiency and commercial
growth, is perhaps somewhat different and likely ground-breaking given the importance of
the fishing to the Falkland Island Economy.

This Accord is recognition by the parties that effective and sustainable management of the
Falkland’s fisheries requires a collaborative approach. The FIFD and FIFCA share common
goals for our fisheries and in order to build upon the very significant achievements made in
the fishery and deliver further success it is necessary to draw on combined knowledge,
experience, capabilities and perspective of both. This accord essentially gives some structure
to processes that have been operating in a relatively informal manner for many years.

Under the most recent update in the Islands Plan (2018 — 2022) FIG committed to:

“Work in partnership with our Falkland Islands fishing companies to ensure the fishery is
responsibly managed and widely promoted, and to improve ecosystem understanding.”

FIG and FIFCA have drafted this Accord which acknowledges that in the Falklands we have a strong
commitment to quality, sustainability and the environment.

The Accord reflects the maturing relationship between all parties that has evolved since the
introduction of the ITQ management system. Introduced in 2005, the ‘ITQ’ management system is
the overall framework for managing fishing effort in the Falkland’s Fishery. It enables the:

e ownership of fishing rights by Falkland Islanders;

o development of skills and knowledge required to operate a dynamic and varied fishery from
such a tiny and remote community;

e fishing continues as the engine driving the Falkland Islands economy

e |long term sustainability of our Industry;

e health of our marine ecosystem and;

® access to capital;

This Accord sets out how FIG & FIFCA will work together to continue to sustainably maximise the
economic potential of the fisheries by supporting adequate returns to Industry for the benefit of all
Falkland Islanders. It details our shared vision, priorities and ambitions for our industry over the
coming years, articulates our aspirations and actions on how to grow our industry and continue to
develop a seafood presence based on the carefully managed fishery of the Falkland Islands owned
by Falkland Islanders.



The Government and FIFCA take a uniquely long term view of what we do. We recognise the
principle of guardianship and conservation through effective and sustainable management of our
fishery which requires a collaborative and committed approach. By setting out how Government
and Industry will work together we are presenting a document which guides our positive
relationship and can be referred to by all Falkland Islanders who will be able then to judge for
themselves if the commitments given in the Accord are being met over time. We aim to explain our
progress in an explicit and transparent manner and by doing so ensure that our country is behind us
supporting us in the face of ever changing global and sector challenges and complexities.

This Accord will also give greater clarity on how we work together and the specific areas where each
party will contribute to the development of the seafood industry.

Industry and Government are aware that the nature and level of investment and planning required
to sustain the success of the fishery makes it imperative to look now at the extension of the ITQ.
This Accord sets out and explains the vision of the parties for the future of the fishery.

The 2018 independent review of the Individual Transferable Quota system in the Falkland Islands by
Terra Moana recognised that no comparable example existed elsewhere and outlined a process for
developing a bilateral accord between FIFCA and FIG. FIG and FIFCA have recognised the potential
benefits of an Accord.

The text highlighted in the grey boxes throughout this document show how members of FIFCA have
linked the outcomes discussed directly the FIG statements in the Islands Plan. They show how both
FIFCA’s and FIG's ideals and commitments are aligned.

WHAT AN ACCORD MEANS AND WHAT IT DOESN’T

This Accord does not devolve any aspect of the Department’s statutory role to any other body. The
Fisheries (Conservation and Management) Ordinance 2005 with amendments is the applicable
Ordinance.

This Accord sets out specific targets in some areas and in others it explains our ambitions for
development and improvement and the agreed shared road of travel to achieve the objectives set
out here.

The Accord will contribute to ensuring that both Government and Industry perspectives are taken
into account at an earlier stage in the strategic direction for our fisheries management.

The Accord provides a frame work to support developing solutions to fishery management issues,
such as transiting the Finfish Fishery from a Total Allowable Effort system to a Total Allowable Catch
system.

The Accord acknowledges Industry commitment to management of the fishery in a sustainable
manner.

The Accord aims to facilitate in appropriate circumstances that Industry may bring commercial
resources and approaches to research and other services.

The Accord aims to enhance trust and understanding between government and the Industry.



COMPONENTS OF AN ACCORD

FIG and FIFCA agree that the key components of the Accord include:

1. Building a sustainably managed and successful seafood sector:

e Delivered through sustainable, profitable and socially beneficial practices, economic
leadership, strategic investment, and innovation to maximise economic returns to
industry and to the people of the Falkland Islands, who are the owners of the
resource

2. Ensuring healthy oceans:
e Delivered through leadership and collaboration with FIG, partners and the FI
community, so that future generations can enjoy and benefit from our biologically
rich, healthy and dynamic oceans.

3. Caring for our environment:

e Delivered through working with FIG, community, customers, NGO’s and suppliers to
lead the way in maximising efficiency in the use of resources including harvests,
minimising our environmental footprint and protecting the environment as
appropriate wherever we operate.

4. Protecting our people:
e Delivered by continually enhancing our work environments and practices and
protecting our workers from the risks of exploitation, occupational injury or ill
health.

5. Caring for our community:
e Delivered by creating business, employment and skills opportunities, coupled with
our commitment to the FI community, ensuring the sector delivers a positive social
contribution

Each of these components is described in more detail in the following sections, adding goals and
activities to these main outcomes against which to measure progress. These have been deliberately
aligned with the FIG Island Plan priorities and where applicable linked to the EDS. The development
of these, if appropriate, should follow agreement on higher level components of the Accord.

OUTCOMES OF AN ACCORD

As part of the renewal process, companies would have to sign up and ratify the joint FIFCA and FIG
Accord. A joint 5 year action plan, based on SMART objectives, will be created between FIG & FIFCA
and will form the basis for how the outcomes will be delivered. Progress on the Action Plan will be
reported upon in a joint bi-annual progress report produced by FIFCA & FIG.

Outcome 1: Building a competitive and successful seafood sector

Deliver sustainable, profitable and socially beneficial outcomes through economic leadership,
strategic investment and fostering an innovative and sustainable sector of the Fl economy.

Goal 1.1: Improve sector profitability and demonstrate leadership by creating a more innovative and
sustainable sector.



Goal 1.2: Enhance global competitiveness and create value through innovation and strategic
investment in infrastructure, science and technology in collaboration, (where appropriate), with FIG,
investors and research partners.

Activity 1.2.1: Foster and promote new ideas for value creation that lead to innovative and
viable business proposals.

Activity 1.2.2: Seek innovation partnership and investment opportunities to value-add to
sector activities including in new vessels, aquaculture, related infrastructure, (and activities),
and shipping.

Activity 1.2.3: Work with supply chains to deliver improvements in value for money and
support our focus on health and safety, product quality, sustainability, continuous
improvement and innovation.

Activity 1.2.4: Work with FIG to introduce lllex into the quota management system and to
establish catch based quotas for finfish stocks.

Activity 1.2.5: Work with FIG to make ITQ shares renewable and establish clear and objective
conditions for renewal, providing increased operating certainty to both industry and FIG.

Activity 1.2.6: Subject to reasonable commercial and operational considerations, FIFCA will
aim to increase export from the Falkland Islands by containerisation of Falkland Island
catches. Specific targets and actions to achieve this will be set out in the Action Plan.

Activity 1.2.7: FIFCA will aim to increase and promote the presence of the Falklands’ brand
and identity in the international seafood market.

Activity 1.2.8: FIFCA and FIG will jointly develop and agree to a five year action plan which
will be reported on in a bi-annual Progress Report

Goal 1.3: Increase resident Fl status holder ownership and control of Fl seafood industry while
recognising the on-going dependence of the seafood sector on the importation of foreign fishing
services.

Activity 1.3.1: Increase minimum Fl ownership of joint venture (JV) harvesting companies on
the Catch Entitlement Register to 51%.



“Island Plan vision and priorities aligned with building a competitive and successful seafood sector

outcome”

Vision:
e We will create long term, coordinated strategies that ensure our economy remains
sustainable and benefits everyone.
e We will support the growth and expansion of our local industries and businesses.
e We will foster a culture of entrepreneurship and innovation.
e We will remove barriers to growth and play an active role in driving the economy forward,
encouraging local and international investment.

Fishing sector specific priorities:

e lead the development of a long term plan, working with the fishing sector to ensure the
right conditions to encourage development, sustainability and growth.

e Work in partnership with our Falkland Islands fishing companies to ensure the fishery is
responsibly managed and widely promoted, and to improve product visibility and reputation
internationally.

e Increase and maintain market access and arrangements for fishery products.

Fishing related infrastructure priorities:

e Support the creation of a shipping hub and international shipping links which are vital to the
economic growth of the Falkland Islands;

e |dentify and invest in infrastructure to improve waste management.

e Improve regulation of the Falkland Islands’ telecommunication services to improve delivery, and
work with partners to further advance service quality, increased capacity, coverage and value for
money.

Outcome 2: Ensuring healthy oceans

Through leadership and collaboration with FIG, partners and the FI community promote healthy
ocean management, so that future generations can enjoy and benefit from our biologically rich,
healthy and dynamic oceans.

Our Fishery is science based. FIG and FIFCA are committed to work together to improve and develop
our capacity to understand the exceptional marine environment we depend upon and our impact on
it. Our shared vision is an ocean full of life for generations to come.

FIFCA will continue to support critical research, through the use of vessels as platforms for
investigation and research, and by the provision of data. FIFCA and FIG further commit to allocating
the necessary resources to defined projects that increase understanding and awareness of our
marine resources. The aim is to maximise yield, without damaging the fish populations which we rely
on and with minimal other impact.




FIG and FIFCA will continue to place emphasis on adequately resourcing our ability in the Falklands
to provide scientific advice of the highest standard on which to base the management and operation
of our fishery.

In the field of science FIG and FIFCA will engage and work with the FIFD science department and the
other Falkland Islands Scientific and Environmental organisations and institutions.

Goal 2.1: To work with FIG to identify and progress the timely adoption of international conventions
which are appropriate for our fishery.

Activity 2.1.1: All vessels to record and report their catch (including discards) to ensure
maximum transparency of the fish stock status.

Activity 2.1.2: Engage with FIG and partners to ensure accurate and timely recording and
reporting systems for both target catch and incidental catch to ensure maximum
transparency of fish stock status.

Goal 2.2: Enhance our role as a leader in Fl fisheries science and applying influence on the
sustainability of our oceans, leading to better practice and more sustainable outcomes.

Activity 2.2.1: Increase industry engagement in, and support for, fisheries science and stock
assessment so that the stock status of all Fl fish stocks is known and stocks are managed
sustainably.

Activity 2.2.2: Advocate for and support an external peer review of the state of fisheries
science in the Fl leading to the production of a data and research needs report so that the
industry, FIG and community can be assured that scientific best practices and the best
available information are being used to manage fish stocks. Any such reviews would need to
be considered and commissioned by the Fisheries Committee following adequate
consultation between FIFCA and FIFD. Review reports and findings would be presented to
the Fisheries Committee.

Activity 2.2.3: Explore opportunities for value adding fisheries science and research such as
contracting out Management Strategy Evaluations in conjunction with up to date stock
assessment adding an economic dimension to fisheries science potentially increasing the net
present value of future Finfish harvests in particular.

Activity 2.2.4: Collaborate with FIG and partners to improve protection of the marine
environment from potentially adverse impacts and activities.

Activity 2.2.5: Collaborate with FIG and partners to advocate for formal regional fisheries
management arrangements that include multilateral governance of high seas fishing in the
SW Atlantic.

Goal 2.3: Ensure protection of marine species, including seabirds, cetaceans and marine mammals
through delivering best practice fishing operations, implementing protection measures and
participating in ongoing research programs.



Activity 2.3.1 Reduce and minimise, to as low as reasonably practicable, (ALARP) seabird and
marine mammal interactions through research, technology and best practice mitigation.

Activity 2.3.2: Continue to implement the waste management strategy developed by the
Falkland Islands Fisheries Department and FIFCA.

Island Plan priorities aligned with ensuring healthy oceans outcome:
e Ensure responsible marine management including the implementation of new maritime
legislation.
e Make progress on regional fisheries conservation and management to ensure better
sustainability and conservation of fish stocks, and improve ecosystem understanding.

Outcome 3: Caring for our environment

Working with FIG, community, customers, suppliers and NGO’s we will lead the way in maximising
efficiency in the use of resources including harvests, minimising our environmental footprint and
implementing sustainable practices wherever possible.

Our objective is to ensure our fishery is managed in a sustainable, environmentally and socially
responsible and profitable way. FIFCA will continue to collaborate with FIG to ensure that our
impact on the environment is considered in everything we do. FIFCA and its members will continue
to support and encourage research into our environment to provide greater understanding of
ecosystems, biodiversity and wider influences. We recognise that balancing the sustainability of our
fisheries stocks and the impacts of fishing on the environment with the economic benefits they
provide is an on-going challenge.

The Falklands lead the way in developing an understanding of the interaction of seabird populations
with our vessels and were one of the first countries in the world to implement effective mitigation
measures. Innovation has continued with FIG and FIFCA funding in the support of on-going research
in this area

We will continue to fulfil our commitments under international treaties and agreements and, by the
introduction of new technology and other sector investments, reduce our carbon footprint.

FIFCA will continue to participate in research to identify possible Marine Management Areas in our
fishery zone.

We recognise that sustainability is not just about what is caught, it is about the impact on the
ecosystem overall, on the habitats and other marine species too.

We will continue to insist upon continuous raising of standards and of technological innovation to
minimise any impact on our living world, as has already been demonstrated most recently with the
issues of seal by-catch and implementation of Seal Exclusion Devices, (SED’s).

FIFCA acknowledge that being sustainable also demands that we go beyond what is legally required
of us. Our members have a unique long term interest in sustainability.




Goal 3.1: Minimise sector impact on the environment when carrying out business operations,
minimise pollution or contamination of land, air and water through sound management and
mitigation.

Action 3.1.1: In collaboration with partners, develop and implement environmental risk
mitigation plans across identified critical risk areas.

Action 3.1.2: Develop and deliver targeted industry programs to identify and mitigate critical
environmental risk areas including legal compliance, reputation, and pollution prevention
and control.

Goal 3.2: Do more with less by maximising efficiency, including optimising the utilisation of
harvested seafood, ensuring the minimisation of waste products and encouraging re-use and
recycling

Action 3.2.1: Encourage and Implement a programme of ongoing improvements in waste
reduction across all sector operations, especially targeting a reduction in plastic waste
streams.

Goal 3.3: Demonstrate a commitment to climate change responses, as appropriate and practicable.

Action 3.3.1: Support, as appropriate, actions to mitigate and adapt to climate change both
in the Falkland Islands and throughout our value chain.

Island Plan priorities aligned with caring for our environment outcome:

o Develop and implement a comprehensive environmental strategy including necessary
regulations;

o Implement the 2030 Biodiversity Framework to preserve our natural environment;

o Encourage research into the Falkland Islands environment to provide greater understanding
of ecosystems, biodiversity and wider influences;

. Implement control of invasive species, biosecurity and eradication plans;

. Encourage natural habitat restoration and preservation;

o Fulfill our commitments under international treaties and agreements such as climate change
accords and strive to mitigate our carbon footprint;

o Develop and implement a waste management plan for the Falkland Islands, and work to
reduce waste;

o Promote the use of renewable energy and responsible energy management.

Outcome 4: Protecting our people

Continually enhancing our work environments and practices protecting our workers from the risks of
exploitation, occupational injury or ill health.

Goal 4.1: Identify, effectively manage and mitigate the most critical risk work activities in the Fl
seafood sector.

Activity 4.1.1: Implement programmes to manage and mitigate the most critical risk work
activities common to companies operating in the Fl seafood sector.
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Goal 4.2: Ensure that working conditions for workers in the Fl seafood sector that meet conditions
set out in local and international laws and minimise the risk of exploitation of workers in the Fl
seafood supply chain.

Activity 4.2.1: Work with FIG on Implementation of ILO Work in Fishing Convention (ILO
188) into FI maritime law.

Activity 4.2.2: Provide support to local Fl organisations dedicated to the welfare of fishing
vessel crew.

Island Plan priorities aligned with protecting our people outcome:

o Develop workplace legislation including minimum wage guidelines and working conditions.
o Ensure all Falkland Islanders can earn a living wage.
o Ensure that the necessary health and safety legislation and guidance is in place to protect

our workforce, and that working conditions, equipment and practices are appropriate.

Outcome 5: Caring for our community

Creating business, employment and skills opportunities, coupled with our commitment to the Fl
community, ensure the sector delivers a positive social contribution

Goal 5.1: Provide prospects for our people, offering meaningful opportunities for continual learning
and development

Activity 5.1.1: Develop programmes and initiatives that support young Falkland Islanders to
acquire science, business and/or technical education and other key professional skills that
will facilitate access to employment at all levels within the Falklands seafood sector and
wider industry within the Falkland Islands.

Goal 5.2: Earn and retain our ‘social licence to operate through respect and support for our Fl
communities. Where possible, we will create local business, employment and skills development
opportunities.

Activity 5.2.1: Support FI economy and local business through purchase of goods and
services, employment, and skills development.

Activity 5.2.2: Continue to grow the engagement across the communities that we operate in
through a range of initiatives to promote transparency and awareness of our sectors’
activity, and be a significant contributor to community initiatives for youth and adults;
promoting lifelong learning recreation, sports, arts and culture.

Activity 5.2.3: Work at Fl national and international level in formal and informal partnerships
to progress the vision and outcomes for a truly sustainable fishing industry in the Fls.
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Goal 5.3: Be seen as a sector that takes an ethical approach across all areas of corporate
responsibility, proactively engaging with the local FI community while communicating clearly and
transparently.

Activity 5.3.1: Develop a communication strategy and reporting structure that engages FIG
and the FI community.

Island Plan priorities aligned with caring for community outcome:

. Create a long term labour force development strategy to ensure we train and retain existing
workers, and attract new workers in areas of skills shortages.

. Encourage a culture of continued learning and professional development.

. Support local sports groups and athletes in raising their competitive standards.

. Champion and invest in artistic and cultural experiences that enrich the community.

FIFCA SUSTAINABILITY POLICY

We will produce sustainable, profitable and socially beneficial outcomes for the Falkland Islands
across our sector by:

e Being recognised as a sector which presents its value in all areas, demonstrates an ethical
approach to corporate responsibility, proactively engages with key stakeholders and
communicates with clarity and as much transparency as possible;

e Protect our people from the risks of occupational injury;

e Promote a culture of engagement across our workforce and offer meaningful opportunities
for continual learning and development where possible;

e Maintain the Falkland’s international reputation for the provision of high quality, safe
seafood;

e Lead by example in healthy ocean management, so that future generations can enjoy and
benefit from our diverse, healthy and dynamic ocean;

e Become a leader of change in our sector, applying influence to ensure the sustainability of
our ocean ecosystems and maintaining a proportionate penalty system for overfishing and
under reporting;

e Continue our leading work in protecting marine species, including seabirds, seals through
best practise fishing operations and close cooperation with FIFD to develop quickly
innovative solutions to any such challenges;

e Deliver a significant and positive economic and social contribution to our community;

e Establishing partnerships with knowledge based organisations in our community to help us
deliver value for our country and community;

e Minimising environmental impact when carrying out business operations, preventing
pollution or contamination of land, air and water and, where possible, improving the
environment we operate within through sound management and mitigation;

e Maximise the efficient use of resources;
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e Make every effort to keep loss of fishing gear to a minimum by retrieve gear wherever
possible;

e Recognising that it is only through the commercial exploitation of the fishery resources that
revenues are generated to pay for its management and protection in the modern world.

A note on Social License to Operate

Social License to Operate is a term commonly used in natural resource sectors:

Social license may be seen as an inclusive concept, bringing together local and distal communities of
interest, government and industry as partners in an on-going and informal relationship based on
mutual trust among the parties.

Absent an SLO communities may reduce the flexibility of a sector or industry to operate in political
and regulatory contexts, and thereby reduce the sectors competitiveness and profitability. Threat to
a sector’s reputation, brands and profit is a key driver for investing in attaining a SLO. A SLO can be
thought of a necessary complement to a regulatory license to fish.

It is a core goal of FIFCA’s engagement with FIG that this Accord will articulate the foundations of its
Social License to Operate with the Falkland Islands community, by demonstrating the commitment
of industry and government to a sustainable, ethical and profitable sector.
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Appendix 1: Terra Moana Recommendation to create a Fisheries Accord

Better and More On-going Communication of the Shared Visions and Respective Roles and
Responsibilities to the Wider Community.

An overarching agreed strategy between industry and FIG is critical to deliver much needed
certainty within and across government and industry. Such stability however will only come from

a) developing a shared vision that is “real, relevant, believable and achievable” and most
importantly is communicated widely. Such communication should provide the opportunity for
community feedback / consultation, result in ensuring that the strategy is embraced by the
substantial majority of Falkland Islanders, and that it also allows the FIG and industry to get on
and deliver the strategy without being distracted by what is often ill informed “noise”.

Whilst FIFCA acknowledge that a few of the points below are yet to addressed in the Accord, the
Terra Moana did make the following recommendation/s

To deliver a greater level of clarity and certainty for the community, FIG and industry, the two
major economic powerhouses of the Fl, need to agree to the following;

e Establish a joint fishing futures taskforce:
0 we recommend that this includes no more than four appointed
representatives each from FIG and the industry and that it be equally funded,
and,
0 that the process be independently facilitated and paid for by both parties.
0 Discuss, clarify and document:
= the respective societal demands and pressures faced by both sectors, on
an agreed strategy going forward,

= the needs and expectations of each sector going forward including:

=  government’s fiscal planning processes,

=  government’s support for Industry going forward,

= industry as the core funding base of government,

= industry designed tests for:

= efficiency,

= ownership control,

= Falklandisation, and,

= joint investment strategy and projects.

= agreed appropriate checks and balances (disciplines) to avoid mid-stream
change or uncertainty from either side,

= develop an agreed set of Key Performance Indicators (KPIs) that will show
how the strategy is being achieved as it progresses/

e Develop all this into an overarching draft accord to be circulated to the wider
industry government officials and Members of the Legislative Assembly for
feedback,

e Once agreed the accord should be released for consultation and feedback to the
wider community, and,

e The final accord needs to be provided to the community as the blueprint for going
forward.
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