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REVIEW OF DEEMED VALUE RATES FOR BLUENOSE 3 (BNS 3) 
LANDED IN THE CHATHAM ISLANDS  

 

Executive Summary  
1. MPI recommends that you adjust the deemed value rates for bluenose (BNS 3) landed 

in the Chatham Islands, effective from 1 October 2014. 

2. A stock assessment undertaken in 2011 suggested that the biomass of BNS was well 
below legislatively required target levels.  A multiyear rebuild plan was approved.  Two 
years of significant Total Allowable Catch (TAC) reductions were implemented.   

3. The BNS 3 Total Allowable Commercial Catch (TACC) has been significantly 
overcaught for the last two fishing years.  By the end of the 2012/13 fishing year 
reported landings were 43% higher than the TACC for BNS 3.  Large deemed value 
payments ($790k for 2012/13) have been incurred. To date catch for 2013/14 is at 
similar levels to at the same time in 2012/13.   

4. The overcatch from BNS 3 has been landed to Chatham Islands Licensed Fish 
Receivers and lower Chatham Island BNS 3 deemed values paid.  MPI consider the low 
deemed value rates for BNS landed to the Chatham Islands are allowing fishers make an 
economic return by paying the deemed value rather than balancing catch with Annual 
Catch Entitlement (ACE).  The level of overcatch is putting the rebuild of the BNS 3 
fishery at risk.        

5. MPI received seven submissions in response to an initial position paper (IPP) that 
proposed increases to deemed value rates for BNS 3 landed in the Chatham Islands. 
Submissions indicate a range of opinions amongst bluenose quota owners as to what the 
deemed value rates should be. This has been illustrated by individual submissions both 
in favour of retaining the status quo and supporting changes.  

6. No submissions specifically supported the rates initially proposed by MPI, which 
provided for alignment with the rest of BNS 3 at 60% in excess of ACE. A number of 
alternatives were proposed.  Following consultation, MPI has revised its initial position 
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and developed a new preferred option (see Table 1, Option 2) which gives greater 
recognition to the economics associated with landing fish to the Chatham Islands. The 
adjusted rates are $3.00 below the rest of BNS 3 (as recommended in the Te Ohu 
Kaimoana proposal, Option 3), but align with the rest of BNS 3 at 120% in excess of 
ACE (as recommended in the Sanford proposal, Option 4).  MPI consider this option 
best reflects the cost issues associated with landing and processing fish on the Chatham 
Islands while providing greater incentive for fishers to balance catch against ACE. 

Table 1: Proposed deemed value rates (per kilo) for bluenose (BNS 3) landed in Chatham 
Islands 

  Interim Annual (including differential for various thresholds of exceeding ACE 
entitlement) 

  0-5% 5-10% 10-
20% 

20-
30% 

30-
40% 

40-
50% 

50-
60% 

60-80% 80- 
100% 

100%- 
120% 

120%< 

Standard rates  for rest of BNS 3 $2.70 $3.00 $4.00 $5.00 $6.00 $7.00 $8.00 $9.00 $10.00 $10.00 $10.00 $10.00 

Ch
at

ha
m

 Is
lan

ds
 Option 1 (Status Quo) $0.53 $1.05 $1.05 $1.05 $1.26 $1.47 $1.47 $1.47 $1.68 $1.89 $2.10 $2.10 

Option 2 (MPI preferred)  $0.95 $1.05 $1.05 $1.05 $3.00 $4.00 $5.00 $6.00 $7.00 $7.00 $7.00 $10.00 

Option 3 (Proposed by 
TOKM) 

$0.95 $1.05 $1.05 $1.05 $3.00 $4.00 $5.00 $6.00 $7.00 $7.00 $7.00 $7.00 

Option 4 (Proposed by 
Sanford) 

$0.95 $1.05 $2.00 $3.00 $4.00 $5.00 $6.00 $7.00 $8.00 $8.00 $8.00 $10.00 

7. The other key change put forward in options 2, 3, and 4 is to increase the interim 
deemed value rate to 90% of the annual value.  This is intended to encourage regular 
balancing with ACE. There has been little discussion of this aspect in submissions and it 
was not mentioned in the submission that informed Option 4. 
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Context 
STATUTORY CONSIDERATIONS 

8. Section 10 says you must take into account the following information principles when 
exercising or performing functions, duties or powers under the Act (such as setting 
deemed values): 

a) decisions should be based on the best available information; 

b) decision makers should take into account any uncertainty in the available 
information; 

c) decision makers should be cautious when information is uncertain, unreliable, or 
inadequate; and 

d) the absence of, or any uncertainty in, any information should not be used as a 
reason for postponing or failing to take any measure to achieve the purpose of the 
Act. 

9. Section 75(1) of the Act requires you to set annual and interim deemed value rates for 
all stocks managed under the QMS. When setting these rates, you are required under 
section 75(2)(a) to take into account the need to provide an incentive for every 
commercial fisher to acquire or maintain sufficient ACE each fishing year that is not 
less than the total catch of the stock taken by that commercial fisher.  

10. Section 75(2)(b) specifies the matters that you may have regard to when setting deemed 
value rates for a stock. These are: 

• the desirability of commercial fishers landing catch for which they do not have ACE; 
• the market value of ACE for the stock; 
• the market value of the stock; 
• the economic benefits obtained by the most efficient commercial fisher, licensed fish 

receiver, retailer, or any other person from the taking, processing, or sale of fish, 
aquatic life or seaweed; 

• the extent to which catch of that stock has exceeded or is likely to exceed the TACC 
for the stock in any year; and 

• any other matters that you consider relevant.   

11. Section 75(3) specifies that the annual deemed value rate must be greater than the 
interim deemed value rate. Furthermore, you may choose to set, under section 75(4), 
differential deemed value rates for specific stocks. Section 75(5) allows you to set 
different deemed value rates for fish landed in the Chatham Islands, reflecting the 
unique marketing conditions of those landings. Section 75(6) requires that you should 
not have regard to personal circumstances or set separate deemed value rates in 
individual cases. Under section 75(7) you may vary deemed value rates to take effect at 
the start of the next fishing year. Before setting deemed value rates, you must consult 
with stakeholders and tangata whenua that have an interest in the stock, as required by 
section 75A.  
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THE DEEMED VALUE FRAMEWORK 

12. The requirement for commercial fishers to balance catch with (ACE) is a fundamental 
principle of the Quota Management System (QMS), contributing to both sustainability 
and utilisation objectives under the Fisheries Act 1996 (the Act). The deemed value 
framework (see Appendix 1) is an economic tool that incentivises commercial fishers to 
balance their catch with ACE, while not discouraging them from landing and reporting 
catch they are unable to balance with ACE. The intent is to protect the long-term value 
of stocks and to support kaitiakitanga by encouraging the overall commercial catch for 
each QMS stock not to exceed the available ACE and/or the TACC. 

13. Under the deemed value framework, commercial fishers are charged for every kilogram 
of fish landed in excess of the ACE that they hold or can obtain by the end of the fishing 
year1. In most stocks, deemed values follow a ramped differential deemed values 
schedule2. Under this schedule, fishers face higher deemed value rates the further they 
exceed their ACE holdings. 

14. The level at which annual deemed values are set is directly related to economic 
variables such as operating costs, ACE prices, transaction costs of acquiring ACE, and 
landed fish prices. When any of these factors change, so do the incentives created by the 
deemed values. Accordingly, deemed values are reviewed annually and assessed against 
economic changes to ensure incentives remain effective.  

15. The setting of deemed values is critical for ensuring that the correct incentives are in 
place. Deemed value rates that are set too low may lead to catches in excess of the 
TACC, which may have negative implications for sustainability and the long-term value 
of the resource. Conversely, deemed value rates that are set too high may discourage 
landing and accurate reporting. These types of behaviour undermine sustainability and 
utilisation objectives. 

16. The effectiveness of these incentives is dependent on individual fishers’ compliance 
with landing and reporting requirements, their responses to the incentives provided, and 
on the impact of other incentives such as those created by market conditions.   

17. When commercial fishers are unable to source enough ACE to cover their catch for a 
particular stock, the deemed value framework provides the flexibility for fishers to 
either alter their behaviour and fishing practices to reduce the catch of that stock or to 
pay the deemed value. 

18. The deemed value framework does not address the mismatch between ACE availability 
of target and bycatch species in cases where TACCs might be set incorrectly. MPI 
recognises that in such situations, deemed values may create incentives to illegally 
discard fish.  

1 Interim deemed value rates are charged each month to commercial fishers for every kilogram of fish landed in excess of ACE 
they hold. If the fisher sources enough ACE to cover his or her catch, the interim rates paid are reimbursed. If the fisher does 
not source enough ACE by the end of the fishing year, the difference between the interim and annual deemed value rates is 
charged for all catch in excess of ACE. Therefore, the annual rate applies at the end of the fishing year only.  
 
2 Differential deemed value rates, if applicable, are also charged at the end of the fishing year if the fisher harvested well in 
excess of his or her ACE holdings. The table below outlines the standard differential deemed value rate schedule (standard 
schedule), applicable to most stocks. Differential rates reflect the increasingly detrimental impact of higher levels of over catch 
on sustainability and on the long term value of the resource, providing stronger incentives to avoid over catch. For vulnerable or 
rebuilding stocks, a more stringent differential deemed value schedule (e.g. applying from 5% or 10% over catch) may be more 
appropriate than the standard schedule.  
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Catch in excess of ACE holdings 0 - 20% >20% >40% >60% >80% >100% 

Differential deemed value rate as a percentage of 
the annual deemed value rate 100% 120% 140% 160% 180% 200% 

19. Nonetheless, setting of deemed value rates is a separate process from setting TACCs 
and the adequacy of the TACC is not a matter to be considered when setting deemed 
value rates.3 Every year MPI identifies and prioritises sustainability concerns and 
utilisation opportunities or constraints, to address various issues with TACCs, through 
MPI’s annual fisheries planning process. 

20. The deemed value rate changes proposed in this paper are aimed at protecting the  BNS 
3 TACC, regardless of the level at which it is set, by encouraging balancing of catch 
with ACE while avoiding creating incentives to discard and misreport. 

DEEMED VALUE GUIDELINES 

21. The practical application of these statutory criteria is developed in the Deemed Value 
Guidelines (the Guidelines), which are summarised below (see Appendix 1 for full 
guidelines): 

• deemed value rates  should generally be set between the ACE price and the port price; 
• deemed value rates should generally exceed the ACE price by transaction costs; 
• deemed value rates should avoid creating incentives to misreport; 
• deemed value rates for constraining bycatch species may be higher;  
• deemed value rates should generally be set at twice the port price for high value single 

species fisheries and species subject to international catch limits;  
• deemed value rates for Chatham Island landings may be lower;  
• interim deemed value rates should generally be set at 90% of the annual deemed   

value rate;  
• differential deemed value rates should generally be set. 

22. MPI normally  adopts  the approach of reviewing deemed value rates of all stocks of a 
particular species at the same time to ensure consistent and proactive incentives are 
provided, while taking into account regional differences. This circumstance is beyond 
the scope of this review.  

CURRENT DEEMED VALUE SETTINGS 

23. The ability for you to set deemed value rates specific to the Chatham Islands is set out 
in Section 75(5) of the Act. This ability recognises that the costs of processing on the 
Chatham Islands can be significantly higher than mainland costs and the need to 
maintain the viability of the Chatham Island-based fishing infrastructure and industry. 
There are additional costs involved when dealing with a fresh chilled product like 
bluenose as there is a significant cost to airfreight finished product from the island. 

24. Clause 7 of the Fisheries (Interim and Annual Deemed Values) Notice 2003 (the 
Notice) provides for specific interim and annual deemed value rates for a number of 
stocks where these are landed in the Chatham Islands and received by a licensed fish 
receiver located there. One of those stocks is bluenose (BNS 3). 

3 Pacific Trawling Limited & Independent Fisheries Limited v Minister of Fisheries, High Court, Napier Registry, 29 August 2008, CIV 2007-441-1016, 

Priestley J.  
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25. Deemed value rates applicable to Chatham Islands-based fishers need to be considered 
on a case by case basis, in light of the relevant economic conditions of each fishery.  

26. The current port price across BNS 3 is $4.82 per kg. The Notice specifies an interim 
Chatham Islands deemed value rate per kg of $0.53 and an annual rate of $1.05 per kg. 
The standard BNS 3 deemed value rates are $2.70 per kg (interim) and $3.00 per kg 
(annual). The differential paid as the quantity of catch in excess of ACE increases also 
varies between BNS 3 landed on the Chatham Islands and BNS 3 landed elsewhere. The 
maximum payable rate for BNS 3 currently landed on the Chatham Islands is $2.10. 
The maximum for BNS 3 landed elsewhere is $10.00. 

NEED TO ACT  

27. The deemed value framework is designed to incentivise fishers to balance catch against 
ACE.  They are designed to protect the TACC and thereby ensure integrity of the QMS 
framework.  At best they are designed to allow rare and infrequent overcatch of ACE.  

28. All bluenose stocks (BNS 1, 2, 3, 7, and 8) are currently considered to be part of one 
biological population which is the subject of a rebuilding plan. The rebuilding plan is 
based on a 2011 stock assessment that suggested current abundance was well below 
legislative target levels. Under the rebuilding plan, catch limits were reduced for all 
Quota Management Areas in 2011 and again in 2012.   The third phase of reductions 
outlined in the rebuilding plan have been put on hold for the last two fishing years while 
further work is carried out to update the assessment and status of the fishery. 

29. MPI considers that ongoing overcatch of the TACC risks undermining the rebuilding 
programme for the BNS 3 stock and BNS fishery. 

30. Concerns that the lower Chatham Islands deemed value rates make it more economic to 
target bluenose without obtaining ACE were raised partway through the 2012/13 fishing 
year. Consultation on options to alter deemed value rates was undertaken, but a decision 
was deferred to allow for further consultation with parties involved. 

31. By the end of the 2012/13 fishing year, reported landings were 43% higher than the 
TACC for BNS 3. Of this over catch, 72 tonnes of the almost 74 tonnes of catch landed 
outside of ACE was landed in the Chatham Islands and was attributable to a single 
company. Deemed values totalling $793,135.65 were billed.  

32. Similar catch patterns are being observed in the current fishing year. To date, catch for 
the 2013/14 fishing year is similar (slightly lower) than at the same time in 2012/13. As 
of May 2014, the TACC is already 11% over caught. MPI notes that, this year, landing 
under deemed values to the Chatham Islands may be proving economically attractive to 
an increasing number of fishers. 
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Table 2: Information that informed MPI proposals on deemed value rates 
Stock Catch > TACC 

12/13 
Catch > Total 

ACE 12/13 
Catch > 

TACC 13/14 
to end May 

2014 reported 
port price/kg4 

11/12 ACE 
price/kg 

12/13 deemed value 
invoices 

13/14 interim deemed 
value invoices to end 

May 

BNS 1    $6.55 $1.94 $28,245.60 $1,882.80 

BNS 2    $5.55 $2.36 $83,055.60 $66,142.80 

BNS 3 43% 43% 11% $4.82 $1.22 $793,135.65 $207,964.80 

BNS 7 5.6%   $2.76 $1.37 $1,023.30 $1,071.90 

BNS 8    $6.23 $1.23 $10,634.40 $0.00 

 
  

4 Reported port prices are the average price for green weight fish of each stock reported to be paid to independent fishers by licensed fish 
receivers (LFRs). These values ignore differences in size, quality and state of fish landed (i.e. fishing method), location of landings, seasonal 
price variations, deductions that fishers may pay to LFRs from time to time and price differentials for vertically integrated fishing companies. 
Reported port prices are therefore an indicator of limited reliability. In general, real port prices for average size and quality fish landed in the 
main ports by independent fishers would tend to be higher than the average prices reported by LFRs.  
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Consultation 
33. Consultation with stakeholders on proposed options occurred during the period 26 May 

to 25 June 2014. MPI’s initial position was to support Option 2 (Table 1). MPI received 
seven submissions relating to the proposed changes. Submissions were received from:  

• Chatham Islands BNS 3 Project Team (Comprising of  Ngati Mutunga O 
Wharerkauri Asset Holding Co Ltd  Hokotehi Moriori Trust  and  Chatham Island 
Enterprise Trust  
(Chatham Island Quota Holdings Ltd and supported by CIFF@440)(BNS3 Project 
Team) 

• Fisheries Inshore New Zealand  
• Hawkes Bay Seafoods  
• Sanford Limited  
• Southern Inshore Fisheries Management Company Limited  
• Talley’s Group Limited  
• Te Ohu Kaimoana  

34. The submissions are attached for your information. 
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Analysis of Options 
35. MPI recommends retaining the standard deemed value rates for BNS 3, but making 

changes to the schedule of rates for BNS 3 landed in the Chatham Islands. Three 
options (Options 2, 3 & 4) are included for your consideration in addition to a status quo 
option (Option 1). 

36. MPI also recommends that you set an interim deemed value rate in accordance with the 
deemed value guidelines. The guidelines state that interim deemed value rates should 
generally be set at 90% of the annual deemed value rates to encourage fishers to balance 
catch with ACE throughout the year. This proposal has been included in Options 2, 3 
&4 and was supported by TOKM. 

 Interim Annual (including differential for various thresholds of exceeding ACE 
entitlement) 

  0-5% 5-10% 10-
20% 

20-
30% 

30-
40% 

40-
50% 

50-
60% 

60-80% 80- 
100% 

100%- 
120% 

120%< 

Standard rates  for rest of BNS3 $2.70 $3.00 $4.00 $5.00 $6.00 $7.00 $8.00 $9.00 $10.00 $10.00 $10.00 $10.00 

Ch
at

ha
m

 Is
lan

ds
 Option 1 (Status Quo) $0.53 $1.05 $1.05 $1.05 $1.26 $1.47 $1.47 $1.47 $1.68 $1.89 $2.10 $2.10 

Option 2 (MPI 
preferred)  

$0.95 $1.05 $1.05 $1.05 $3.00 $4.00 $5.00 $6.00 $7.00 $7.00 $7.00 $10.00 

Option 3 $0.95 $1.05 $1.05 $1.05 $3.00 $4.00 $5.00 $6.00 $7.00 $7.00 $7.00 $7.00 

Option 4 $0.95 $1.05 $2.00 $3.00 $4.00 $5.00 $6.00 $7.00 $8.00 $8.00 $8.00 $10.00 

37. Hawkes Bay Seafoods and the BNS 3 Project Team suggest that a deferral of changes to 
the deemed value rates on the Chatham Island would be consistent with the decision to 
defer further TACC reductions for bluenose stocks in light of new information 
suggesting that bluenose was more abundant than predicted.  

38. They also submit that the status quo should remain on the basis that there has not been 
enough time to engage and prove other Island-based initiatives. It is contended that the 
proposed change to the deemed value is considered ill-timed and undermines the work 
that the Project Team is currently undertaking. The BNS 3 Quota Management Area 
covers both Fisheries Management Area 3 (South East) and Fisheries Management Area 
4 (Chatham Islands). The BNS 3 Project Team is currently developing proposals to 
consider splitting the BNS 3 QMA along these boundaries. Should the proposal go 
ahead a TACC considered appropriate to the BNS 4 area would be set and it is inferred 
that this would be at a level that would make ACE more available in the area and would 
reduce the need to make deemed value payments. MPI considers that the potential 
subdivision of the BNS 3 QMA is outside the scope of this paper. 

39. The BNS 3 Project Team also states that as part of the economic development of fishing 
for the island they have, along with local iwi and imi, supported the introduction of 
landing a significant proportion of their deepwater ACE on the island for processing and 
sale. This initiative has provided employment opportunities for local residents and 
significantly added to the island economy. This has involved the collectively owned 
ACE of ling in LIN 4 (420 tonnes), school shark in SCH 4 (165 tonnes) and 
hapuku/bass in HPB 4 (215 tonnes). They consider the lack of availability of BNS 3 
ACE to be a significant limiting factor in the development of a long-line fishery.  They 
note that this constraint will be exacerbated by a decision to increase BNS 3 deemed 
value rates. 
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40. The remaining five submissions signal support for changes and express the view that it 
is critical that all parts of the bluenose fishery demonstrate discipline in restraining 
catch and ensuring the ongoing recovery of this fishery. Talley’s Group Limited notes 
that it has reliable information suggesting that other operators are contemplating landing 
BNS 3 to the Chatham Islands from 1 October 2014 in order to economically benefit 
from the discounted deemed value rate. Talley’s also considers that fishers can change 
behaviours to reduce the level of bycatch of bluenose if given the correct incentives. 
While there is a range of support for change, there is not clear agreement about the 
specific rates to be set.  

41. No submissions specifically supported MPI’s initial preferred option which features 
increased ramping at and above 20% in excess of ACE, aligning with the standard BNS 
3 rates at 60%.  

42. Option 3 has been put forward by TOKM.  While similar to the initial Option 2 in 
proposing increases at and above 20% in excess of ACE, the rates proposed are lower, 
fixed at $3.00 below the standard for BNS 3. This is proposed to better acknowledge the 
costs of processing on the Chatham Islands and address risks of misreporting.  This 
option provides a more moderate approach to discouraging catch in excess of the 
TACC. MPI’s revised Option 2 adopts the same rates as Option 3 for catch up to 120% 
in excess of ACE, and then increases the rate. 

43. Option 4 is based on suggestions from Sanford Limited to provide a difference of $2.00 
between Chatham Islands and the rest of BNS 3 up until 120% in excess of ACE. This 
means the rates proposed are higher than the initial Option 2 between 5- 60%, but 
provides a lower rate up until 120%, suggesting it is at this level that the greatest 
discouragement is needed. 

44. Talley’s Group Limited and Southern Inshore Fisheries Management Company Limited 
submit that lower rates should not be provided for landing BNS 3 to the Chatham 
Islands. Talley’s states that the ability to land to the island and attract discounted 
deemed values creates an unhealthy incentive for others to take advantage of these 
conditions. MPI has not included this as an option given it ignores the real cost 
differentials associated with landing fish to the Chatham Islands and would therefore 
place Chatham Islands operations at a disadvantage compared to mainland processors.  

MPI ANALYSIS 

45. The deemed value framework is intended to allow for rare and infrequent over catch of 
ACE.  The deemed values should be set at a level to remove the majority of financial 
benefit associated with landing catch without ACE without encouraging misreporting.    

46. The Act enables you to recognise the particular economic characteristics associated with 
Chatham Island fisheries by setting a different deemed value rate for fish landed to the 
Chatham Islands.  This provision recognises that there are different costs (most 
particularly linked to the costs of transport of product to markets) associated with 
Chatham Islands fisheries products.  Bluenose is a high value product if it can be landed 
fresh to market.  Improved transport from the Chatham Islands and direct market links 
may have created increased opportunity for economic return to be gained from landing 
fish to the islands for processing and exporting as fresh product.      

47. The over catch of the BNS 3 TACC is attributable to fish landed to the Chatham 
Islands.  The majority of over catch has come from one company, however, anecdotal 
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information from submitters suggests that other fishers may begin landing BNS to the 
Chatham Islands to take advantage of the current deemed value regime.  This suggests 
that the deemed value regime may not be operating to incentivise landing of catch 
against ACE and that fishers may be able to extract economic return from landing 
product there and paying deemed values.   

48. MPI acknowledges that bluenose is taken in association with the long-line fishery on the 
Chatham Islands and that fishers may have some difficulty avoiding bluenose when 
targeting other associated species.  Equally, it is possible that some level of targeting of 
bluenose may be occurring with the lower deemed values providing opportunity to 
extract benefit from high value fresh product despite the transport costs involved in 
getting this product to market.  The economic implications of the development of a long 
line fishery for the Chatham Islands are a matter that MPI will discuss in more detail 
with the BNS 3 Project Team.  However, this does not override the need to ensure that 
the rebuild of BNS 3 is not compromised in the short term.  

49. Overall, MPI supports adjusting the existing deemed value rates because: 

i. The existing level of over catch is well beyond what could reasonably be 
considered rare and infrequent; 

ii. BNS 3 is part of the wider bluenose rebuilding plan and over catch at the current 
level could put the rebuilding plan at risk;   

iii. The existing deemed value rates are not effectively encouraging fishers to balance 
catch against ACE. 

50. If you accept that adjustments should be made to the deemed value rates for BNS 3, the 
second matter is to decide what those rates should be.  MPI has no definitive 
information on the different costs associated with bluenose landed to the Chatham 
Islands relative to other bluenose fisheries.  Te Ohu Kaimoana has provided some 
information on relative costs in its submission, but MPI is unable to verify this 
information.    
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Conclusion 
51. MPI does not support complete removal of the different rates between the Chatham 

Islands and elsewhere.  There is a difference in costs associated with landing catch to 
the Chatham Islands and the Act provides you the opportunity to recognise this cost 
differential.  Removing the difference entirely would penalise the fishing operations on 
the Chatham Islands relative to other fishers of BNS 3 and would arguably be contrary 
to the intent of s 75(5) of the Act which seeks, in part, to incentivise the development of 
fishing activities on the Chatham Islands.  All of the proposed options, other than the 
status quo, propose significant changes to the deemed value rates.  Differences between 
the options relate to the rate of increase in the deemed value for different levels of over 
catch and the maximum deemed value. 

52. MPI supports Option 2, as revised in this final advice following consultation.  MPI’s 
preferred option (see Table 1, Option 2) proposes adjusted rates that are $3.00 below the 
rest of BNS 3 for over catch greater than 20% of ACE (as recommended in the Te Ohu 
Kaimoana proposal, Option 3), but that align with the rest of BNS 3 at 120% in excess 
of ACE (as recommended in the Sanford proposal, Option 4). These proposed rates are 
designed to ramp deemed values upwards for increasing over catch to the point where 
fishers are paying the same for bluenose landed to the Chatham Islands as elsewhere if 
they over catch ACE by 120%.   

53. This is a significant change that will impact immediately on Chatham Island fishers and 
those landing BNS to the Chatham Islands.  However, MPI considers that Option 2 
provides the best balance between protecting the  BNS 3 TACC, regardless of the level 
at which it is set, by encouraging balancing of catch with ACE, and avoiding creating 
incentives to discard and misreport bluenose catch. The revised option places greater 
weight on the economics of landing fish on the Chatham Islands, as outlined in a 
number of submissions, by lowering the DV that would be paid up until 120% above 
the level of ACE.  MPI consider fishers should face higher DV rates above 120% in 
order to prevent significant levels of overcatch.   

54. MPI notes that under all options, monitoring will continue and you could look to review 
the deemed values again should catch not be adequately constrained within the TACC. 
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RECOMMENDATIONS 

55. MPI recommends that you either: 

Option 1   (Status quo) Agreed/ Not Agreed 

Agree to the deemed value schedule for BNS3 landed to the Chatham Islands as specified in 
Option 1.  

OR 

Option 2 (MPI’s preferred option) Agreed/ Not Agreed 

Agree to the deemed value schedule for BNS3 landed to the Chatham Islands as specified in 
Option 2. 

OR 

Option 3 (Te Ohu Kaimoana’s proposed option) Agreed/ Not Agreed 

Agree to the deemed value schedule for BNS3 landed to the Chatham Islands as specified in 
Option 3. 

OR 

Option 4 (Sanford proposed option) Agreed/ Not Agreed 

Agree to the deemed value schedule for BNS3 landed to the Chatham Islands as specified in 
Option 4.  

   

 

/         / 2014 
  

Scott Gallacher 
Deputy Director-General  
Regulation and Assurance 
for Director-General 

Hon Nathan Guy 
Minister for Primary Industries   
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Appendix 1: Deemed Value Guidelines 
SUMMARY 

Goal To set deemed value rates that create an effective incentive for individual 
commercial fishers to balance catch with Annual Catch Entitlement and for 
the overall catch to remain at or below the total available Annual Catch 
Entitlement in any one year.5 

Performance 
Measures 

• The number of stocks over-caught and the level of over-catch per stock 
per fishing year.  

• The percentage of catch for each stock for which catch is not balanced 
with Annual Catch Entitlement (ACE). 

• The ratio of the total deemed value payments to the value of quota (at a 
general and stock level) – the target in relation to this indicator is less 
than 0.1% of the value of quota in any fishing year. 

Principle 1 Deemed value rates must generally be set between the ACE price and the 
landed price: 

• when deemed value rates are below the ACE price: increase deemed 
value rates to a level above the ACE price and below landed price to 
provide an incentive to balance catch with ACE; and  

• when deemed value rates are above the landed price: decrease deemed 
value rates to a level between ACE price and landed price to provide an 
incentive not to discard illegally. 

Principle 2 Deemed value rates must generally exceed the ACE price by transactions 
costs. 

Deemed value rates must be generally set at least at the greater of:  

• 20% above the 90th percentile ACE price; or 

• $0.10 per kg above the 90th percentile ACE price. 

Principle 3 Deemed value rates must avoid creating incentives to misreport. 

Principle 4 Deemed value rates for constraining bycatch species may be higher. 

5 For the majority of stocks, the total available Annual Catch Entitlement (ACE) may exceed the Total Allowable Commercial Catch (TACC) in any one year 

due to under-fishing entitlements, where 10% of the un-fished ACE from one year is carried forward to the following year. Furthermore, for some stocks, in-
season increases to the catch limit generate additional ACE in a particular year while the TACC remains unchanged. This is why 

the goal is for landed catch to remain within the total available ACE rather than within the TACC. 
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Principle 5 Deemed value rates must generally be set at twice the landed price for high 
value single species fisheries and species subject to international catch limits. 

Principle 6 Deemed value rates for Chatham Island landings may be lower. 

Principle 7 Interim deemed value rates must generally be set at 90% of the annual deemed 
value rate. 

Principle 8 Differential deemed value rates must generally be set: 

• Standard differential deemed value rate schedule for most stocks 

Catch in excess of ACE 
holdings 

Differential deemed value rate as a 
percentage of the annual deemed value rate 

0–20% 100% 
> 20% 120% 
> 40% 140% 
> 60% 160% 
> 80% 180% 
> 100% 200% 

• Differential deemed value rate schedule for low value, low TACC stocks 

Catch in excess of 
ACE holdings 

Differential deemed value rate as a percentage 
of the annual deemed value rate 

0–100% 100% 

>100% 150% 

>200% 200% 

• Stringent differential deemed value rate schedules for highly vulnerable 
stocks or rebuilding stocks.  
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INTRODUCTION 

The deemed value framework and the role of these Guidelines  

The catch-balancing regime and deemed value framework are key fisheries management tools 
contributing to both sustainability and utilisation objectives, for stocks managed under the 
Quota Management System (QMS). The deemed value framework is a key mechanism to 
protect the integrity of the QMS, providing incentives for commercial catch to not exceed 
catch limits.  Deemed values are supposed to encourage commercial fishers to balance their 
catch with Annual Catch Entitlement (ACE), while not discouraging them from landing and 
accurately reporting catch.   

Sustainability objectives are achieved when deemed value rates encourage fishers to balance 
catch with available ACE and in doing so, seek to constrain harvesting to the Total Allowable 
Commercial Catch (TACC), or, where applicable, the total available ACE. Catches in excess 
of TACCs/total available ACE may affect the sustainability of stocks and may undermine the 
long-term value of the resource and kaitiakitanga. The deemed value framework is illustrated 
in the figure below.6 

 

 

Utilisation objectives are achieved by providing flexibility for commercial operators to 
manage unexpected and small overruns in ACE holdings by allowing periodic catch-
balancing. In the long-term, over-catching of a TACC could result in TACC reductions, if it 
leads to a reduction in stock size, and to impacts on resource use by others sectors. This 
undermines utilisation objectives. 

The Deemed Value Guidelines set out an operational policy to inform the advice that the 
Ministry for Primary Industries (MPI) provides to the Minister for Primary Industries (the 
Minister) on setting deemed value rates.   

6 Interim deemed value rates are charged each month to fishers for every kilogram of fish landed in excess of their ACE 
holdings. If the fisher sources enough ACE to cover his or her catch by the end of the fishing year, the interim rates paid are 
reimbursed. If the fisher does not source enough ACE by the end of the fishing year, the difference between the interim and 
annual deemed value rates is charged for all catch in excess of ACE; the annual rate applies at the end of the fishing year. 
Differential deemed value rates, if applicable, are also charged at the end of the fishing year if the fisher harvested well in 
excess of his or her ACE holdings. For example, differential deemed value rates are charged for catch more than 20% in 
excess of ACE, when the standard differential deemed value rate schedule applies. Differential rates reflect the increasingly 
detrimental impact of higher levels of over-catch on sustainability and utilisation objectives.  

  Monthly 

  Annually 

  Monthly and Annually 

Catch > ACE 

Catch ≤ ACE 

Interim DVs 

>$1000 outstanding DVs 

Fishing permit suspended 

Reimbursement of DVs 

Annual DVs and Differential DVs 

Source ACE Payment of DVs 
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The legal context  

Section 75 of the Fisheries Act 1996 (the Act), provides the statutory framework for setting 
deemed values. That section requires the Minister to set deemed value rates for QMS stocks 
and sets out the matters the Minister must consider when doing so.  

Within the statutory framework, the Minister has considerable discretion when setting deemed 
value rates. The Guidelines are a statement of how MPI will use the criteria in the statute to 
develop its advice to the Minister on deemed value rates.  The Guidelines do not bind the 
Minister. When making decisions on deemed value rates, the Minister uses the statutory 
criteria in making decisions and can act within the bounds of the statute, notwithstanding the 
Guidelines. 

Under section 75(2)(a), the Minister must consider whether deemed value rates are set at 
levels that provide an incentive to balance catch with ACE. Once the Minister has considered 
the issues that arise as mandatory considerations, she/he may also consider the discretionary 
criteria under section 75(2)(b): 

a) the desirability of commercial fishers landing catch for which they do not have ACE; 

b) the market value of ACE for the stock; 

c) the market value of the stock; 

d) the economic benefits obtained by the most efficient commercial fisher, licensed fish 
receiver, retailer, or any other person from the taking, processing, or sale of fish, aquatic 
life or seaweed; 

e) the extent to which catch of that stock has exceeded or is likely to exceed the TACC for 
the stock in any year; and 

f) any other matters that the Minister considers relevant.   

GOAL AND MEASURES OF PERFORMANCE 

Goal  

The goal of the Guidelines is to outline principles to set deemed value rates that create an 
effective incentive for individual fishers to balance catch with Annual Catch Entitlement and 
for the overall catch to remain at or below the total Annual Catch Entitlement available in 
any one year.7   

Measuring Performance 

In light of this goal, the performance of the deemed value framework will be measured using 
the following indicators: 

• the number of stocks over-caught and the level of over-catch per stock per fishing year;  

• the percentage of catch for each stock for which catch is not balanced with ACE; and 

7 For the majority of stocks, the total available ACE may exceed the TACC in any one year due to under-fishing entitlements, where 10% of the un-fished ACE from one 

year is carried forward to the following year. Furthermore, for some stocks, in-season increases to the catch limit generate additional 
ACE in a particular year while the TACC remains unchanged. This is why the goal is for landed catch to remain within the total available ACE rather 

than within the TACC. 
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• the ratio of the total deemed value payments to the value of quota (at a general and 
stock level) – the target in relation to this indicator is less than 0.1% of the value of 
quota in any fishing year.  

MPI will also use these performance indicators where applicable, in addition to other relevant 
information such as landed price changes, to identify stocks for which a deemed value rate 
review may be necessary. Which stocks to review deemed value rates for will be determined 
in discussion with tangata whenua, industry representatives and other stakeholders within the 
fisheries planning processes for inshore, deepwater and highly migratory species fisheries.  

PRINCIPLES FOR SETTING DEEMED VALUE RATES 

Deemed values are economic tools. They provide economic incentives and disincentives 
which are directly related to other economic variables such as operating costs, ACE prices, 
transaction costs of acquiring ACE, and landed fish prices. When any of these factors change 
the incentives created by deemed values also change.  Accordingly, deemed value rate 
changes will generally be small, relatively frequent adjustments consistent with economic 
changes rather than significant occasional changes. The effectiveness of deemed values is 
dependent on individual commercial fishers’ compliance with landing and reporting 
requirements, their responses to the incentives provided and on the impact of other incentives 
such as those created by market conditions.  

MPI will use the following principles to assess stocks for which to review deemed value rates 
and to guide the development of its advice to the Minister on deemed value rates. These 
principles recognise the various economic incentives that commercial fishers face and give 
effect to the Minister’s obligations under section 75 of the Act.  

Principle 1: Deemed value rates must generally be set between the ACE price and the landed 
price 

A deemed value rate above the ACE price and below landed price generally provides the 
correct incentives. The following actions will create the correct incentives for commercial 
fishers to acquire ACE to cover their catch: 

• when deemed value rates are below the ACE price: increase deemed value rates to a 
level above the ACE price and below landed price to provide an incentive to balance 
catch with ACE; and  

• when deemed value rates are above the landed price: decrease deemed value rates to a 
level between ACE price and landed price to provide an incentive not to discard 
illegally. 

Because ACE for some stocks is traded infrequently, the available information on ACE price 
may be inadequate. When there is evidence of intentional fishing on deemed values, MPI will 
assume that the fisher could not acquire ACE at less than the deemed value rate and that the 
price of ACE should be assumed to be above the deemed value rate. MPI will generally 
recommend increases in the deemed value rate in this circumstance.  

In certain circumstances (including some described below) it may be appropriate to depart 
from this principle. MPI will outline this to the Minister on a case-by-case basis.  
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Principle 2: Deemed value rates must generally exceed the ACE price by transaction costs 

If ACE price is close to the deemed value rate there may be an incentive for fishers to pay the 
deemed value instead of acquiring ACE to balance their catch to avoid the transaction costs 
involved in making an ACE trade (for example, transfer registration fee, time, brokerage 
fees).   

ACE prices vary as other economic factors, such as the price of fish, exchange rates, and fuel 
prices, vary.  Deemed value rates should generally be set at least 20 percent above the 90th 
percentile ACE price. This is to ensure that the ACE price used is representative of the 
majority of market trades and that the difference between the deemed value rate and the ACE 
price is sufficient to create an effective incentive.  This reference point should be used for 
setting deemed value rates for most stocks. 

However, for relatively low value species (for example, where the ACE price is less than 
$0.15 per kilogram) 20 percent above the ACE price will not cover transaction costs for most 
trades. A second reference point that is a minimum amount per kilogram above the ACE price 
should be used.  It is assumed that total transaction costs are approximately $100.00 per ACE 
transaction and that fishers would source ACE instead of paying deemed values for landings 
greater than 1 tonne. Therefore, the transaction cost would be $0.10 per kg, if the $100.00 
transaction costs are spread over 1 tonne.   

Therefore, deemed value rates should be generally set at least at the greater of:  

• 20 percent above the 90th percentile ACE price; or 

• $0.10 per kg above the 90th percentile ACE price. 

In certain circumstances it may be appropriate to depart from this principle. MPI will outline 
this to the Minister on a case-by-case basis.  

Principle 3: Deemed value rates must avoid creating incentives to misreport 

When two adjacent Quota Management Areas (QMAs) for the same species have 
substantially different deemed value rates, there may be an incentive to misreport the QMA in 
which the fish was taken in order to benefit from a lower deemed value rate.  The impact of 
differences in deemed value rates across QMAs are important considerations. For most 
species, prices across adjacent QMAs are likely to be similar, because arbitrage in markets 
will result in movements of fish to equalise prices. Because the upper bound on deemed value 
rates in most circumstances is landed price, the upper bound for adjacent QMAs will often be 
similar. Thus, setting the same or very similar deemed value rates across different QMAs is 
often likely to be feasible.  

There are reasons to consider more uniform deemed value rates across QMAs, but these 
reasons must be weighed against other considerations on a case-by-case basis. There are 
regional differences in the prices of some species and these differences must also be 
considered when setting deemed value rates.   

For the avoidance of doubt, in the case of the Kermadec Fishery Management Area (FMA10), 
deemed value rates should be set at the highest annual deemed value rate applicable in the 
Auckland and Central Fishery Management Areas (FMA1 or FMA2) for the relevant species.     
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Likewise, for very similar yet different species, it may be appropriate to consider setting the 
same or very similar deemed value rates to avoid creating any incentives for species 
misreporting.  

Principle 4: Deemed value rates for constraining bycatch species may be higher 

An important exception to Principle 1 occurs in some cases when a relatively low value 
species is taken as bycatch in a multi-species fishery. In such cases, the catch of that bycatch 
species may constrain the ability to catch the target species. 

In this case, the bycatch species is said to have a “shadow value” greater than landed price, 
reflecting its value in allowing greater catches of target species in the overall fisheries 
complex. When the shadow value is high, the deemed value rate that will encourage catch to 
remain within the total available ACE/TACC may exceed the landed price.   

When the ACE price and the deemed value rate are above the landed price, incentives to 
illegally discard are created. This may be an inevitable result of providing appropriate 
incentives under section 75(2)(a) for fishers to acquire ACE to cover their catches. It may be 
necessary to rely on compliance and enforcement tools to prevent illegal discarding when this 
occurs. The application of this principle will be considered on a case-by-case basis.  

Principle 5: Deemed value rates must generally be set at twice the landed price for high value 
single species fisheries and for species subject to international catch limits  

The appropriate incentive for high value single species fisheries (that is, with no or minimal 
bycatch) is to provide a very strong incentive to catch only the amount for which fishers have 
ACE.  This has been accomplished by setting the annual deemed value rate at approximately 
twice the landed price. This principle has also been applied to southern bluefin tuna, which is 
subject to an international catch allocation.  

Under such a deemed value rate, a fisher would suffer a large loss on any catches in excess of 
ACE. By setting the deemed value rate at twice the landed price, it is very unlikely that any 
incentive would arise to land catch in excess of ACE, even if landed prices increase 
significantly during a fishing year. This is consistent with section 75(2)(a) as it provides a 
strong disincentive against catches in excess of ACE. In addition to southern bluefin tuna, this 
setting has been applied to all rock lobster stocks, to all paua stocks and to all deepwater clam 
stocks. The application of this principle to other stocks needs to be considered on a case-by-
case basis.  

Principle 6: Deemed value rates for Chatham Island landings may be lower 

Under section 75(5), the Minister may set deemed value rates for Chatham Islands-based 
commercial fishers for fish landed to a licensed fish receiver in the Chatham Islands that are 
different from deemed value rates applicable to fish from the same stock landed elsewhere. 
The price for fish landed in the Chatham Islands is generally lower than the price for the same 
species landed elsewhere because of the higher cost of transporting fish to markets. Therefore, 
there may be reasons to set different deemed value rates for the Chatham Islands.  

For many stocks, the deemed value rates for the Chatham Islands has been set at about 
50 percent of the deemed value rate applicable elsewhere in the same QMA. No strict 
procedures are appropriate. Instead deemed value rates applicable to Chatham Islands-based 
fishers need to be considered on a case by case basis, in light of the relevant economic 
conditions of each fishery.  
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Principle 7: Interim deemed value rates must generally be set at 90% of the annual deemed value 
rate 

Interim deemed value rates should usually be set at 90 percent of the annual rate. If the 
interim deemed value is below the ACE price, fishers have an incentive to delay acquiring 
ACE. The result can be to delay the balancing of catch until the end of the fishing year. This 
may lead to a race for ACE and insufficient ACE to cover all catch and thereby potentially 
contribute to the TACC/total available ACE being exceeded.   

There may be stock-specific reasons to set interim deemed value rates at some percentage 
other than 90 percent of the annual rate in some cases. These will be considered when 
appropriate.   

Principle 8: Differential deemed value rates must generally be set 

Differential deemed value rates reflect the increasingly detrimental impact of higher levels of 
over-catch on sustainability and utilisation objectives. Therefore, differential deemed value 
rates should generally apply to all stocks, although exceptions to this principle will be 
considered on a case by case basis. In developing its advice, MPI will propose to use 
differential deemed value rates flexibly to achieve the management goals for different 
fisheries.   

Different differential deemed value rate settings are appropriate for different fisheries. This 
will be considered on a case by case basis, but for most stocks MPI will advise the Minister to 
set differential deemed value rates according to the following schedules:     

Standard differential deemed value rate schedule for most stocks 

For most stocks, MPI will recommend the use of a standard differential deemed value rate 
schedule (standard schedule), as set out in Table 1. 

Table 1: Standard differential deemed value rate schedule 

Catch in excess of ACE 
holdings 

Differential deemed value rate as a percentage of 
the annual deemed value rate 

0 - 20 % 100 % 

> 20 % 120 % 
> 40 % 140 % 
> 60 % 160 % 
> 80 % 180 % 

> 100 % 200 % 

Differential deemed value rates for low value, low TACC stocks 

The QMS provides for a number of stocks for which targeted fishing does not occur and low 
TACCs are set to account for occasional, small unintended bycatch. The standard differential 
deemed value schedule is not appropriate for these stocks. However, deliberate over-catching 
of these stocks on deemed values is not appropriate either.   

The general principle for these stocks is unchanged: differential deemed values should reflect 
a qualitative assessment of the sustainability risk of over-catching. Higher levels of over-catch 
may be less of a concern for these stocks than similar levels of over-catch for larger and more 
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valuable stocks. The low TACC and relatively high variability mean that high levels of over-
catch will frequently occur as a matter of chance. As a starting point, MPI will consider 
recommending the following differential deemed value structure for these stocks: 

Table 2: Differential deemed value rate schedule for low value, low TACC stocks  

Catch in excess of ACE 
holdings 

Differential deemed value rate as a percentage of 
the annual deemed value rate 

0-100% 100% 

>100% 150% 
>200% 200% 

MPI may recommend alternative schedules for low value, low TACC stocks in some 
circumstances.  

Stringent differential deemed value rate schedules for highly vulnerable or rebuilding stocks 

Stringent differential deemed value rate schedules are applied to some stocks where utilisation 
and sustainability objectives are best met by providing very strong incentives for catch to not 
exceed ACE. This may be the case when the TACC is set very close to the sustainable limit or 
for highly vulnerable or rebuilding stocks. The exact structure of the schedule will be tailored 
to the stock in question. For example, the first differential step may reflect an assessment of 
how much a fisher acting with ordinary care might exceed his or her ACE holdings in their 
last tow of the season.  
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APPENDIX 2: SUBMISSIONS  

• Chatham Islands BNS 3 Project Team (Comprising of  Ngati Mutunga O Wharerkauri 
Asset Holding Co Ltd  Hokotehi Moriori Trust  and  Chatham Island Enterprise Trust ( 
Chatham Island Quota Holdings Ltd and supported by CIFF@440)(BNS3PT) 

• Fisheries Inshore New Zealand (FINZ) 

• Hawkes Bay Seafoods (HBS) 

• Sanford Limited (Sanford)  

• Southern Inshore Fisheries Management Company Limited (SIFMC) 

• Talley’s Group Limited (TGL) 

• Te Ohu Kaimoana (TOKM) 
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