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Key Conclusions and Recommendations

1. Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the fleet post 
decommissioning, the primary conclusion of this report is that a decommissioning scheme will not achieve its 
objectives and is not recommended. 

2. We conclude that the removal of off-register capacity using state aid is not permitted under EU rules and a 
decommissioning scheme predicated on this approach is likewise not permitted. 

3. We recommend that, in advance of any decommissioning scheme, the risk of re-entry and off-register capacity is 
addressed through means other than state aid. No measure(s) that address this risk have been identified at this time.

4. We recommend that a decommissioning scheme should only be implemented if fleet management measures could be 
introduced that specifically, 

a) avoids future expansion of the active fleet that undermines the economic benefits brought about through 
decommissioning,

b) ensures the benefits of the scheme achieved are maintained for those remaining, and
c) prevents any competitive advantage for those that availed of the scheme.

____________________________________________________________________

Rationale 
The Annual Report on the Irish Fishing Fleet for 2014 indicated that the polyvalent 18-24 metre class failed both the 
short term and long-term economic indicators used to assess the profitability of the fleet segments in the period assessed. 
The 12-18 metre length class was also very close to failing the long-term indicator. The report concluded that: ‘It is 
apparent that some degree of fleet adjustment is necessary for the Irish polyvalent (12 – 24 LOA) fleet’. This constitutes 
the rationale for undertaking any potential decommissioning scheme.

Cost Benefit Analysis 
Cost Benefit Analysis (CBA) is the mandatory appraisal technique for projects seeking public funds of more than €20 
million. The proposed scheme is set to provide up to €16 million in grant aid; an economic appraisal and CBA have been 
commissioned by Bord Iasciagh Mhara (BIM) to assist the Department of Agriculture, Food and the Marine (DAFM) to 
reach a decision on both the need for, and the cost effectiveness of, such a scheme.

Option One: Status quo – to take no action: this is considered to be the counterfactual, i.e. what are the outcomes if 
nothing is done and no scheme takes place;

Option Two: The second option has two sub-options a) the proposed decommissioning scheme with no additional tax 
incentives, and b) the proposed decommissioning scheme with additional tax incentives.

Option Three: The third option has two sub-options a) the proposed decommissioning scheme where all or part is 
funded through an industry buyout with no additional tax incentives b) all or part is funded through an industry buyout 
with additional tax incentives.

Each option is then subject to a Net Present Value (NPV) comparison and a sensitivity analysis in relation to the 
associated quantifiable costs and benefits. Non-financial factors were also taken into consideration before finalising our 
recommendations.

The key quantitative benefits from the three proposed options are:

1. the immediate tax revenue from tax on decommissioning payments;

2. the increased tax revenue from improved profitability of the industry; and

3. savings in fuel consumption costs and associated CO2 emissions (not modelled).

Executive summary
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The key quantitative costs from the three proposed options are:
1. the costs of the decommissioning grants; 
2. the loss of access to EMFF funding where a fleet segment is not in balance;
3. the risk of EU fines where a fleet imbalance is not adequately addressed;
4. revenue forgone from income tax on a more profitable industry; and
5. revenue forgone from utilising tax incentives.

There are also a number of qualitative factors that are not possible to value, however are still relevant to each option and 
need to be taken into account as per the public spending code. Examples include:
1. improved stability for the industry;
2. the risk and impact of re-entry; and
3. compliance.

A decommissioning scheme as set out in option two (table, page 8) is the only measure through which the key 
objective ‘ability to ensure sustainability of the whitefish fishing fleet’ can demonstrably be achieved while meeting the 
requirements of the EU to address the recognised imbalance between fishing opportunity and fishing capacity in the 
whitefish segment of the fleet.

Market economics indicates that without an intervention in the form of a decommissioning scheme the imbalance will 
ultimately right itself through financial pressure being placed on those fishermen who are operating unprofitably, forcing 
them out of the market if no intervention in the form of state assistance is provided. Current market conditions are 
particularly favourable so negative movements in the cost of fuel or the price of fish, will only hasten this re-adjustment.

However, the CBA makes clear the risk of a ‘do nothing’/Option one - status quo scenario which, while requiring less 
expenditure from the Exchequer does not in any way address the issue immediately or directly, therefore running the risk 
of sanction from the EU. This scenario would also involve a painful period of transition for the industry as individuals 
struggle to make a living.

A decommissioning scheme as set out in option three (table, page 8) where all or part is funded through an 
industry buyout would have the benefits of option two in that it would directly address the issue and meet the 
objectives. 
However, stakeholder consultation with the producer organisations made clear that this option would be unlikely to gain 
their buy-in severely limiting the likelihood of its acceptance and therefore adoption.

Quantitatively the CBA indicates that a decommissioning scheme in the proposed format has the potential to provide a 
positive financial return to the Exchequer along with many qualitative benefits to the industry, support firms and the 
wider community. Option two would provide a payback period to the Exchequer of 6.23 years under the assumptions in the model which is 
scalable depending on the level of uptake for the scheme. 

Modelling also suggests that option three could potentially provide a higher return and quicker payback period than 
option two but due to the issues identified above in reaching an agreed position with the producer organisations has not 
been favoured as the preferred choice. Option two provides a cost benefit ratio if 1.40 under the no tax incentive scheme and 1.27 under 
a scheme with full tax incentives.

• Option two – the proposed decommissioning scheme: Is the strongest option and offers the best value to the 
Exchequer and to society from the range of options considered.

• Option three – the proposed decommissioning scheme where all or part is funded through an industry buyout. 
Provides the highest financial return and the shortest payback period but is not the preferred option of the report due 
to the lack of positive feedback from the industry during consultation.

• 1.27 to 1.40: The cost benefit ratio of the preferred option, option two, under the maximum value of tax incentive and 
the base scenario of no tax incentive.

• €2,143,338: The maximum value of the tax incentive that the scheme would provide under the assumptions of the 
model.

Key points: based on our analysis and calculations
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Fleet management

While the CBA is generally positive, it is critical to point out that the benefits will be diluted by re-entry of off-register 
capacity. 

• The level of success of a decommissioning scheme and therefore the future profitability of the sector is largely 
dependent on maintaining a balance between fishing capacity and fishing opportunity. 

• Market economics shows that where an industry is profitable it will attract new entrants to the market who wish to 
earn that profit for themselves. 

• Over time, in an open market with few barriers to entry, those profit margins will be eroded through increased costs 
and reduced quota and catch, until the industry is at best breaking even again. This has been born out historically in the 
fishing industry and would almost inevitably be the case again.  

• If this happens then the industry will find itself back in the same position as it was prior to the decommissioning 
scheme with unprofitable segments and with real benefits and value for money not being achieved for either the 
industry or the Exchequer.

• The existence of the current significant level of off-register tonnage, 3,511 GT (April 21st, 2016) in the segment 
targeted for decommissioning, provides the circumstances and therefore ample opportunity for this to occur. 

• A ‘two year rule’ was introduced to limit the length of time off-register capacity remains valid, however the 
effectiveness of this measure at reducing off-register capacity has been limited.

• There is a preclusion on removing a vessel over 18 metres and replacing it with one or more vessels in the under 18 
metre category. There is currently nothing to prevent a similar move from the over 24 metre category into the 18 – 24 
metre category.

• A number of specific measure to address the problem of re-entry and off-register capacity were discussed with 
industry, however, there was no agreement on any single one or combination of these. On the contrary, in every case, 
significant obstacles to their introduction were identified. On this basis, and taking account of the views expressed by 
industry, we are not in a position to recommend any overall solution to the problem of re-entry and off-register 
capacity.

• In this scenario the positive cost benefit ratios that this CBA has calculated would inevitably fall towards zero.

Key Conclusion

It is essential that a decommissioning scheme should only be implemented if fleet management measures could be 
introduced that specifically: 
1. Avoids future expansion of the active fleet that undermines the economic benefits brought about through 

decommissioning,
2. Ensures the benefits of the scheme achieved are maintained for those remaining, and
3. Prevents any competitive advantage for those that avail of the scheme.

Uptake and tax concessions

The other key constraint to the possible success of the scheme is the level of uptake achievable. Current market 
conditions are not favourable in terms of encouraging fishermen to leave the industry. This might be addressed 
through additional incentives being put in place to enhance its appeal, for example through tax concessions similar to 
2008. However such incentives would come at an additional cost to the State and will affect the results of the CBA. 

• The calculations in this model are based on the assumptions that we have made, i.e. that if the scheme was to 
provide similar tax incentives as the 2008 scheme and everyone is eligible to avail of them to the maximum level. 
Under this scenario, the maximum cost to the Exchequer in terms of revenue foregone would be €2,143,338. 

• The CBA acknowledges the cost to the State of implementing tax incentives. However, it needs to be 
acknowledged that the industry has clearly stated that it will “not look favourably on any scheme that fails to offer 
tax incentives that do not at least match those provided in 2008”. 

• In our discussions with the producer organisations it was made clear by all parties how important tax incentives 
would be in encouraging uptake of the scheme. Without such incentives it is unlikely that the scheme would 
achieve the level of uptake required in order to reach its targets.
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Option one Option two - no 
tax incentives

Option two - tax 
incentives

Option three - no 
tax incentives

Option three -
tax incentives

Costs

Grant costs
0 16,000,000 16,000,000 16,000,000 16,000,000

Income foregone from taxation –
over ten years from increased profit 21,377,050 0 0 0 0

TOTAL COSTS
21,377,050 16,000,000 16,000,000 16,000,000 16,000,000

Benefits

Income from taxation - immediate 
from grants (assumes incentives 
and full retirement relief)

0 5,414,632 3,271,293 5,414,632 3,271,293

Income from taxation - over ten 
years from increased profit 0 21,377,050 21,377,050 19,239,345 19,239,345

Industry contribution
0 0 0 4,364,914 4,364,914

TOTAL BENEFITS
0 26,791,682 24,648,343 29,018,891 26,875,552

Benefits and costs

Options and evaluation criteria

The options that were considered were ranked on the basis of the following criteria out of 10:

No Non-monetary criteria Weighting Option one Option two Option three

1 Ability to ensure 
sustainability of the 
whitefish fishing fleet

25% 0 8 8

2 Ability to ensure that 
2,500 Gross Tonnage
(GT) of capacity is 
removed

22.5% 0 8 8

3 Ability to ensure that 
stock levels are 
preserved

22.5% 0 8 8

4 Ability to ensure that 
older vessels are 
decommissioned

20% 0 8 8

5 Ability to deliver within 
the proposed timeframe 

10% 0 8 4

Weighted 
score

0 8 7.6
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Financial and economic evaluation

For each option we completed a Net Present Cost (NPC) calculation and comparison for the financial factors. 
We then took into consideration the non-financial factors before providing recommendations in relation to the preferred 
option.

Note* - Net Present Value (NPV) is the present value of the cash flows at the required rate of return of a project 
compared to the initial investment. In practical terms, it is a method of calculating the return on investment for a project 
or expenditure.

The following table sets out the options chosen for further analysis. It also sets out the overall costs and benefits of the 
preferred option and NPV figures as calculated in appendices D to H:

Option one Option two - no tax 
incentives

Option two - tax 
incentives

Option three - no 
tax incentives

Option three - tax 
incentives

Costs

Grant costs 0 16,000,000 16,000,000 16,000,000 16,000,000

Income foregone 
from taxation - over 
ten years from 
increased profit

21,377,050 0 0 0 0

TOTAL COSTS 21,377,050 16,000,000 16,000,000 16,000,000 16,000,000

Benefits

Income from 
taxation -
immediate from 
grants

0 5,414,632 3,271,293 5,414,632 3,271,293

Income from 
taxation - over ten 
years from 
increased profit

0 21,377,050 21,377,050 19,239,345 19,239,345

Industry 
contribution 0 0 0 4,364,914 4,364,914

TOTAL BENEFITS 0 26,791,682 24,648,343 29,018,891 26,875,552

PV costs 17,228,101 16,000,000 16,000,000 16,000,000 16,000,000

PV benefits 0 22,434,477 20,373,575 24,516,622 22,455,719

NPV -17,228,101 6,434,477 4,373,575 8,516,622 6,455,719

Benefit/cost ratio 0 1.40 1.27 1.53 1.40
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Introduction

Public bodies are required, under the public spending code to undertake a CBA of all proposed projects costing more 
than €20 million. While the proposed scheme is set to provide up to €16 million in grant aid, an economic appraisal and 
CBA have been commissioned to fully evaluate the options available to the Department of Agriculture, Food and the 
Marine (DAFM).

1.1 CBA overview

The allocation of scarce economic resources to competing projects is a challenge inherent to public sector investment. 
Allocative decisions therefore involve making choices between alternative approaches to the achievement of a specific 
policy objective and the ranking of priorities. The CBA approach is a very useful analytical tool for public sector decision 
makers which enables the identification of a preferred option and supports resource allocation decisions. CBA attempts to 
evaluate the proposal from the perspective of society by placing all the costs and benefits on a comparative monetary scale. 
CBA is flexible and can be adopted to include all the costs and benefits; private and social, direct and indirect, tangible and 
intangible as represented in the following diagram.

CBAs by their nature have some inherent limitations, including the fact that benefits and other broader indicators of 
effectiveness are difficult to quantify for public projects. There may also be difficulty in distinguishing outputs from 
outcomes and effects or linking outcomes to objectives. Finally, CBA is a forecasting technique which necessarily involves 
predicting the future. As such any CBA is merely as good as the underlying assumptions and data. 

All CBAs should therefore be accompanied by critical judgement and rigorous scrutiny as per the public spending code. 
Qualitative factors should also be taken into account along with the economic evaluation in making the decision. 

Costs Benefits 



© 2016 Grant Thornton. All rights reserved. 12

1.2 Our approach to CBA appraisals

Grant Thornton has a proven methodology for conducting CBA appraisals. This methodology was used in conjunction 
with the public spending code guide to ensure the CBA complies with all of the code’s requirements. 

Project rationale and objectives

It is important to establish a firm 
rationale for the options under 
consideration. This phase involved 
defining the project and identifying 
the "self-sufficient unit of analysis.”

Assess the direct benefits

In relation to estimating the economic 
benefits, our first approach was to 
examine existing and future income, 
and to examine the extent of 
precedent examples in Ireland and 
elsewhere, so as to make a robust, 
realistic, reliable and comprehensive 
estimate of the potential economic 
return to the actual developments 
envisaged in the option. 

Option specification

In keeping with standard practice, a 
counterfactual scenario was developed, 
against which the “investment” options 
were established, compared and 
appraised. This scenario was a 
'do-nothing' option. The technical 
scope, cost and implications of 
alternative options was also considered 
and specified. 

Assess direct costs

The treatment of direct costs covers 
all capital and operating costs, 
additional to those incurred under the 
base ‘do-nothing’ option, with the 
timing of cost incurrence placed 
appropriately within the investment 
timeframe.   

Our role was to bring the cost data 
into the CBA framework, using your 
provisions regarding the timing of cost 
incurrence and the effects of price 
inflation on them, and make estimates 
for additional costs if necessary. As 
with benefits, the estimation of direct 
costs needs to be rigorous and 
credible. Important assumptions were 
subjected to sensitivity analysis as 
appropriate.

1

Specify indirect costs and 
benefits

We included all indirect costs and 
benefits of the options which were 
amenable to valuation in the analysis. 

Quantify indirect costs and benefits

Where indirect costs or benefits arose, 
they were quantified and valued using 
straightforward techniques that comply 
with wider international practice and  
DEPR guidelines.
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Consider funding model

The likely or potential funding model 
for the project is an important 
consideration in the CBA and one that 
will influence its analytical framework.  

Where funding is mostly from 
Exchequer sources, it is important that 
the “public” benefits of the proposal 
(i.e. those accruing to society in general) 
are compared only to the “public” costs 
(i.e. State/Exchequer funding that could 
be put to an alternative “public” use).

Estimate NPV and Internal 
Rate of  Return (IRR)

We calculated the NPV for each 
project to allow a full comparison to 
be assessed.

One of the most critical inputs was the 
choice of discount rate. The public 
spending code recommends a discount 
rate of 4% (real) be adopted.

Other important factors in comparing 
costs and benefits are the time span of 
the investment and the assessment of 
the asset’s residual value thereafter. 
Our approach adopted a ten year 
horizon as the first choice, but we ran 
sensitivity analyses on alternative 
horizons where appropriate. 

Conduct sensitivity analysis

Conducting sensitivity analysis is 
standard practice in CBA as a means of 
dealing with inherent uncertainty. 

We ran sensitivity analyses on a range of 
key variables and assumptions. 

Assess qualitative factors

Any investment appraisal should 
consider a project’s entire set of 
impacts, whether they are amenable to 
quantified inclusion in a CBA or not. 
We therefore ensured the objective and 
explicit consideration of all impacts for 
the options. 

7

9 10
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1.3 Bord Iascaigh Mhara (BIM) terms of reference summary

Bord Iascaigh Mhara (BIM), as an agency tasked with administering grant aid on behalf of its parent department DAFM, 
seeks an economic appraisal and CBA of the proposed scheme to provide up to €16 million in grant aid towards the cost 
of decommissioning vessels from Ireland’s polyvalent fleet (over 12metres under 24metres, overall length) The scheme, to 
be known as the Fishing Effort Adjustment Scheme 2016, is part of the seafood development operational programme and 
is jointly funded by the Exchequer and the European Maritime and Fisheries Fund (EMFF).

The study will comprise of:
• an economic analysis of the current status of the segment of the fleet targeted for decommissioning (Option one) to 

constitute the base line option against which other options will be considered;
• an economic appraisal of the proposed scheme (Option two) including the effectiveness of the expenditure using a 

CBA carried out in line with the Public Spending Code of the Department of Public Expenditure and Reform 
(DEPR);

• an economic appraisal of the proposed scheme assuming that all or part of the overcapacity is addressed through an 
industry buyout (Option three);

• developing performance indicators for future assessment of the performance of the proposed scheme;
• a detailed consideration of the current tax treatment (option A) of decommissioning payments for successful 

applicants using scenario analyses;
• a further analysis of an alternative tax treatment (option B) of decommissioning payments for successful applicants; 

and
• a review of the current proposed framework in light of the findings of the report.
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1.4 Report structure

The CBA will consider a number of factors impacting on, and related to the introduction of a decommissioning scheme, 
using the following layout:

Sectio
n

Title Description

1 Strategic context This section will consider the international, national and local strategies and policies impacting 
upon the Irish fishing industry and highlight the outcomes of previous schemes.

2 Options and their rationale This section will set out the three options that will be assessed in this CBA.

3 Objectives, constraints and 
risks

This section will define the objectives of the scheme and identify and assess the constraints on 
and risks to its success in achieving those objectives.

4 Making the case for a 
decommissioning scheme

This section will review the factors underlying the need for a decommissioning scheme including 
the economic sustainability of the industry, the issue of overfishing, employment within the 
industry and the overall need for restructuring. This section will also examine the history of 
decommissioning as a policy tool through the analysis of previous national and international 
decommissioning schemes.

5 Setting appropriate grant 
levels and tax treatments 
and funding the scheme

This section looks at various methodologies to calculate a fair value of grants and the tax 
implications of a decommissioning scheme under different treatments.

6 Economic appraisal and 
cost benefit analysis

This section will identify and assess the monetary and non-monetary costs and benefits 
associated with each of the options set out in this report.

7 Addressing the issue of 
re-entry

This section will examine the potential issue of the re-entry of decommissioning scheme 
beneficiaries and others into the fleet with a new or different vessel and set out options for 
limiting this risk.

It must be noted that the re-entry of owners of fishing vessel that have benefited directly from 
decommission must cease all fishing activities. 

This is specified in Article 34 (3) of Council Regulation 504/2014: “the fishermen concerned shall 
effectively cease all fishing activities. The beneficiary shall provide proof of the effective 
cessation of fishing activities to the competent authority. The compensation shall be refunded on 
a pro rata temporis basis where the fisherman returns to a fishing activity within a period of less 
than two years from the date of submission of the application for support”.

8 Quantitative analysis This section will assess the options using a series of metrics including NPV, sensitivity analysis 
and payback periods.

9 Conclusions and 
recommendations

The final section will provide overall conclusions following detailed assessment of the CBA 
carried out throughout the report. The recommendations outlined in the Value for Money (VFM) 
report will also be reviewed in correlation with any new decommissioning scheme.
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2.1 BIM

BIM was established under the Sea Fisheries Act, 1952. The organisation is responsible for developing the Irish seafood 
industry, which is a significant contributor to the national economy in terms of output, employment and exports. As part 
of the Act, section 15b states that one of BIM’s primary functions is ‘to acquire, receive on transfer, make, own, store, 
hire, charter, sell or supply sea-fishing boats and their machinery or fittings, as well as nets and other gear and requisites 
for sea-fishing or for the handling, transport, freezing, icing, preservation, curing or other treatment of fish or fish 
products or the marketing of fish’.

BIM's key objective is to develop the industry both at sea and ashore, to enable it to make its full contribution to the 
economy of the coastal regions and the country as a whole. To achieve its objectives BIM provides a wide range of 
financial, technical, training, resource development and support services to the catching, aquaculture, processing and 
business development sectors of the industry. 

2. Strategic context

2.2 BIM's strategy

BIM’s strategy for the period 2013-2017, ‘Capturing Ireland’s share of the global seafood opportunity’ has been approved by the 
Government and will look to modernise the development approach of the Irish seafood industry to capitalise on a 
changing socio-economic landscape. The key areas through which BIM will seek to achieve this are:

• expand the raw material base;
• optimise added value to the Irish seafood product;
• enhance the industry’s structures;
• seek new sources of finance and strategic partners;
• continue to pro-actively improve the skills of fishermen, fish farmers and processors; and
• enhance the sustainability of Irish seafood.

BIM's strategy aims to work in synergy with the Food Harvest 2020 (FH2020) plan which sets out ambitious targets for 
growth in output, job creation, and increased exports from the seafood sector. The overarching vision is for the Irish 
seafood industry to capitalise on the growing opportunities for seafood in global markets and to provide sustainable 
employment in Ireland’s coastal communities.

The proposed decommissioning scheme would fall into line with the aims of BIM’s objectives, as both work towards the 
sustainability of the Irish seafood industry, as well as the enhancement of the industry’s structures.
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1

2.3 Background of the Irish seafood industry

The industry is divided into five
distinct segments which are the
Refrigerated Seawater Pelagic
Segment, the Beam Trawler Segment,
the Polyvalent Segment, the Specific
Segment and the Aquaculture
Segment. Combined, the Irish fleet
consists of around 2,100 registered
vessels. These vessels operate mainly
in Irish waters, primarily landing their
catch in major ports such as
Killybegs, Castletownbere, Dingle,
Dunmore East, and Kilmore Quay. It
is estimated that around 180 seafood
processing companies exist, focusing
on producing a wide range of value
added fish products. Furthermore,
organisations providing ancillary
services to the fishing industry
employ over 1,000 people.

The ‘Irish Seafood Industry; Fish 
Facts 2015’, estimates that the value 
of the Irish seafood trade for 2015 
was €891 million. A total value of 
€554 million is exported, while the 
remaining €337 million is imported 
from foreign markets. In total, 
around 11,000 people are employed 
directly in fishing, fish farming and 
processing. 

Many EU states are active in the 
waters around Ireland. The Irish 
fishing fleet is largely a coastal fleet 
made up of around 21,00 vessels.
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2.4 Common Fisheries Policy (CFP)

The CFP is the EU's tool for the management of fisheries and aquaculture. The CFP is, in practice, a set of rules for 
managing European fishing fleets and for conserving fish stocks. The CFP addresses key issues in the EU fishing industry 
such as:
• protection of fish stocks;
• enforcement of policy;
• management of fleets;
• funding; and
• product quality control.

The proposed decommissioning scheme would fall into line with the goals of the CFP as it aims to improve the 
sustainability of the fishing resource for the Irish whitefish fishing fleet.

2.5 European Maritime and Fisheries Fund (EMFF)

The EMFF is the fund for the EU's maritime and fisheries policies for 2014-2020. The EMFF replaces the previous 
European fund, the European Fisheries Fund (EFF), which was in operation from 2007-2013. It is one of the five 
European Structural and Investment (ESI) funds which complement each other and seek to promote a growth and job 
based recovery in Europe. Key areas of focus for the allocation of funds include:

• assisting fishermen in the transition to sustainable fishing; 
• providing support to coastal communities in diversifying their economies;
• financing projects that create new jobs and improve quality of life along European coasts; and
• making it easier for applicants to access financing. 

The proposed decommissioning scheme would fall into line with the aims of the EMFF as both aim to work towards a 
more sustainable industry and the EMFF would be jointly funding the scheme.
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2.6 Previous decommissioning schemes
BIM have managed two previous decommissioning schemes, one in 2005/2006 and one in 2008. The outcomes of these 
two schemes were assessed in a value for money report conducted by the department in 2011.

Recommended by the White 
Report, the 2005/2006 scheme 
focused on vessels over 18 metres 
and 15 years of age. The scheme 
saw the removal of 3,323 GT from 
the whitefish fleet or 30% of the 
overall target recommendation in 
the White Report.

The 2008 scheme focused primarily 
on vessels in the same criteria as the 
2005/2006 scheme and saw the 
additional removal of 6,913 GT or 
62% of the overall target outlined in 
the Cawley Report which 
recommended the schemes 
formation. 

Between the two schemes, 71% of the 
total combined target for capacity 
reduction was achieved at a cost of 
€48.4 million. The variables which 
may have influenced the difference 
outcomes of the two schemes are 
discussed fully later in this report.

2005/2006 decommissioning 
scheme

2008 decommissioning scheme Outcomes
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2.7 Recommendations from DAFM value for money report 2011

In accordance with the Department of Finance, Value for Money and Policy Review Initiative, a Steering Group was 
formed to review the overall efficiency of the previous decommissioning schemes implemented in 2005/2006 and 2008. 
The Steering Group was comprised of representatives of DAFM, Department of Finance, BIM, Marine Institute and the 
Sea Fisheries Protection Authority. A value for money report was published by the group in 2011, within which a number 
of recommendations were outlined for consideration in any future decommissioning schemes:

• where it is determined that there is overcapacity in the fishing fleet, all options should be examined that would address 
such overcapacity, before any funding for structural fleet change is made available. Other options could involve all or 
part of the overcapacity to be addressed through industry buy out e.g. in the form of greater than 100% replacement 
requirement for new and replacement vessels;

• any future schemes should be preceded, where possible, by more thorough ring-fencing of individual fisheries in terms 
of fleet size and geographic constraints;

• the selection criteria for any future scheme should give greater weighting to the catch record of vessels in order to 
prioritise the removal of more active vessels;

• further consideration should be given to widening the scope of any future scheme to vessels between 12m and 18m in 
length, subject to an ex-ante assessment of their impact on key quota species and the effectiveness and costs of such a 
measure;

• in the event that future funding for fleet re-structuring becomes available, some consideration should be given to any 
future decommissioning funding prioritising the removal of inactive tonnage, especially given that the purchase of 
inactive tonnage could be done with a lower rate of payment, through a closed tendering system by the vessel owners 
This type of measure is currently not permitted under EU State Aid rules. 

• the premium rates for any future scheme should be at a level benchmarked against the market value of vessels 
introduced to the fleet in the preceding six months;

• the fishing industry needs to prioritise consideration of measures regarding the quota management system with a view to 
coming forward with appropriate proposals; and

• performance indicators were provided in the VFM report for future assessment of the performance of schemes.

Each of the recommendations outlined by the Steering Group will be addressed in this report.
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Better 
Outcomes

3. Options and their rationale

BIM identified a number of options as part of the tender for this project that could potentially meet the identified need, 
and also deliver against the stated aims and objectives of the proposal. This report examines these potential options 
using a CBA as set out under the Public Spending Code.

3.1 Identification of options

3.1.1 Option one – Status quo

The status quo option considers the impact of not taking any action, which, in this case, implies not introducing a 
further decommissioning scheme. For the purposes of the CBA, this option is fully appraised in order to provide a 
benchmark against which the other options may be measured.

3.1.2 Option two – The proposed decommissioning scheme

BIM has drawn up the proposed eligibility criteria of the decommissioning scheme. These are detailed below. 
The proposed scheme would have a total fund of €16 million, with a view to decommissioning 2,500 Gross Tonnage 
(GT), potentially 25 vessels, from the polyvalent fishing fleet.
The proposal is that the scheme will be open to vessels’ owners in respect of fishing vessels that:

Are 15 years or more in age at the time of application

Have carried out a fishing activity for at least 90 days per year during the last two 
calendar years preceding the date of submission of the application (2014-2015)

Are over 12 metres and under 24 metres (length overall)

Are in possession of a sea fishing boat licence

Are registered in the polyvalent segment of the Sea Fishing Fleet Register

Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the fleet 
post decommissioning, the conclusion of this report is that a decommissioning scheme will not achieve its 
objectives and is not recommended. In the event that a mechanism could be found to prevent re-entry of off-
register capacity, then the following apply: 
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For the purposes of this scheme the methodology chosen as part of option two will see ‘each successful applicant’ 
receive:
1. basic premium: the scheme will provide a basic payment of €3,000 per GT including a fishing opportunity 

premium. The latter will be withheld from applicants without tradable or transferable tonnage;
2. catch incentive premium: the scheme will provide a ‘catch incentive premium’ of up to €3,000 per GT based 

on the total declared landings of specified stocks (by value) and the total number of days fished during the period 
1 January 2014 to the 31 December 2015 inclusive;

3. individual bid: The scheme will provide an additional premium of up to €2,000 per GT based on a sealed bid 
provided by each applicant; and

4. age adjustment: 
i. for vessels aged between 15 and 30 years the rate of decommissioning is reduced by 1% per year over 15, in 

every case; and
ii. for vessels aged 30 years or more, the rate of decommissioning is reduced by 15%. 

The final rate thus calculated is multiplied by the GTs of the vessel to obtain the final decommissioning premium.

3.1.3 Option three – The proposed decommissioning scheme where all or part is funded through an 
industry buyout

This option considers the same criteria as option two but assumes that all or part of the overcapacity to be withdrawn 
is addressed through an industry buyout.

Further discussion and examples of industry funded buyouts is included in section 6.5 Financing decommissioning schemes.
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To achieve the decommissioning of 2,500 GTs and up to 25 vessels in order to bring fishing capacity back into 
balance with available fishing opportunities.

4.1 Objectives of the scheme

This section of the report sets out the vision, aims, objectives and targets of the proposed decommissioning scheme. 
The potential constraints associated with the scheme have also been identified in addition to risks to the success of the 
scheme.

BIM has identified the following as being the Specific, Measurable, Achievable, Realistic and Time bound (SMART) 
objectives of the scheme:

To encourage uptake of the grant scheme.

To encourage the decommissioning of the older vessels within the fleet which are often the most problematic in terms 
of efficiency, health and safety and environmental impact.

To ensure grant receipts are treated consistently in terms of taxation across the country.

To increase the yield and profitability of vessels remaining in the industry. 

4. Objectives, constraints and risks

1

5

Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the fleet 
post decommissioning, the conclusion of this report is that a decommissioning scheme will not achieve its 
objectives and is not recommended. In the event that a mechanism could be found to prevent re-entry of off-
register capacity, then the following apply: 
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4.2 Risk appraisal

There are a number of risks identified with the proposed decommissioning scheme. It is important that BIM and 
DAFM are aware of these risks in order that mitigation strategies may be put in place to ensure appropriate risk 
management.

No Risk Mitigation strategies

1 Pressure on the sustainability of fish stocks • Implementation of a decommissioning scheme to address the imbalance

2 Fewer numbers of applicants to the scheme 
than anticipated

• strong publicity;
• consultation with the industry and communities; and
• attractive levels of grant.

3 Lack of uptake amongst owners of vessels in 
key segment

• targeted marketing;
• attractive levels of grant; and
• catch incentive premium based on the total declared landings of specified 

stocks and the total number of days fished.

4 Further deprivation within coastal communities • comprehensive re-training scheme for crew members;
• providing alternative opportunities to other related industries; and
• attractive levels of grant.

5 A successful decommissioning scheme will 
attract re-entry of off-register capacity thereby 
negating the economic benefits of the scheme.

• NONE IDENTIFIED
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4.3 Constraints to the success of the scheme
The following potential constraints have been identified in relation to the scheme:

No Constraint Potential impact on project

1 Uptake by fishermen A key constraint on the proposed decommissioning scheme is the potential for uptake by 
fishermen. Both the 2005/2006 and 2008 schemes underperformed against targets in 
terms of numbers availing of the funding and ultimately decommissioning their vessels. 
Discussions with industry representatives indicated that the current favourable market 
conditions had the potential to limit the level of uptake and increase the cost per GT of 
any scheme.

2 Time constraints BIM has a limited timeframe within which the proposed scheme must be delivered. This is 
a constraint in terms of fishermen postponing applying for the scheme in order to stay at 
sea and increase their income in the short-term. In addition, the ‘Last Boat’ concept may 
see the marginal cost per GT increase as the scheme moves towards it’s conclusion, as
profitability levels within the industry increase with each vessel that decommissions.

3 Funding constraints There is a limited amount of funding available for the decommissioning scheme from the 
public purse. The total funding package is substantially less than in previous schemes at 
€16 million compared to €48 million in 2005/2006 and €45 million in 2008. This will either 
constrain the number of grants awarded or the value of those grants and therefore the 
number of vessels decommissioned.

4 Taxation implications The taxation treatment of the decommissioning payments will act as a potential constraint 
on uptake of the scheme. In 2005/2006 the payments were treated as income tax while 
in 2008 they were largely considered under capital gains tax to the benefit of the 
successful applicants.  Additional changes to tax law resulted in further incentives such 
as the reduction of the age of eligibility for retirement relief. Discussions with industry 
representatives indicated that the lack of a tax break, possibly in excess of even that 
available in 2008, would be a clear deal breaker for their members.

The issue of taxation is discussed in detail in section 6 of the report.

5 New/re-entrants into the scheme A key goal of the scheme is to ensure that the targeted segment of the fleet returns to 
profitability through improved catches per vessel and reduced fleet costs. 

However as a profitable industry will attract new or re-entrants, using currently off-register
(inactive) capacity, any profitability will, in time, be lost as a consequence. 

The issue of re-entry is discussed in detail in section 8 of the report.
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This section of the CBA considers the various drivers underpinning the need for the proposed scheme for the 
polyvalent fleet. 

5.1 EU policy drivers

The Irish seafood industry operates within the framework of the Common Fisheries Policy, on the basis of which 
annual quotas are allocated to Member States on a fixed percentage of total allowable catches. For each EU country a 
fishing fleet capacity ceiling is established, in Kilowatts (kW) and Gross Tonnage (GT). New fishing vessels may enter 
the fleet only after the same fleet capacity (in kW and GT) is removed. Through this ‘entry-exit’ system, Europe’s fleet 
size can no longer increase.

The proposed decommissioning scheme would fall into line with the goals of the CFP as it aims to improve the 
sustainability of the fishing resource for the Irish whitefish fishing fleet.

5.2 Irish seafood industry

5.2.1 The geography of the Irish seafood industry

Fish and shellfish are landed at the five major fishery harbour centres (Killybegs, Castletownbere, Howth, Rossaveal and 
Dunmore East), at forty secondary ports (each with landings in excess of €1 million) and a further 80 piers and landing 
places where fish landings are recorded.

5. Making the case for a 
decommissioning scheme

Segment Description Vessels Gross Tonnage 
(GT)

Kilowatts (kW)

Pelagic This fleet exclusively targets pelagic species including 
mackerel, herring, horse mackerel and blue whiting. 

23 23,404 46,597

Polyvalent The polyvalent fleet targets traditional whitefish 
species (monkfish, megrim, haddock, whiting, cod 
etc. and Dublin Bay prawns), a limited quantity of 
pelagic species and inshore non-quota shellfish 
stocks.

1,833 31,481 117,388

Beam trawl This contains vessels, dedicated to beam trawling, a 
simple trawling method used predominantly in Irish 
inshore waters except in the southeast, where it is 
used to catch flatfish such as sole and plaice.

11 1,059 2,745

Specific This segment contains vessels which are permitted to 
fish for bivalve molluscs and aquaculture species.

140 2,445 12,409

Total 2,007 58,389 179,139

Aquaculture 
segment

These vessels must be exclusively used in the 
management, development and servicing of 
aquaculture areas and can collect spat from wild 
mussel stocks as part of a service to aquaculture 
installations.

105 3,869 11,135

5.2.2 The Irish fishing fleet (as at 31 December 2014)

Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the 
fleet post decommissioning, the conclusion of this report is that a decommissioning scheme will not 
achieve its objectives and is not recommended. In the event that a mechanism could be found to prevent 
re-entry of off-register capacity, then the following apply: 
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5.3 The need for restructuring

Pursuant to Article 22 of the Regulation (EU) No 1380/2013 of the European Parliament on the Common Fisheries Policy, 
Ireland is required to provide an annual report to the European Commission on the current state of the Irish fishing fleet. 
This report gives a detailed overview of the Irish fishing fleet in relation to fisheries developments in that year. 

These developments include:
• the impact on fishing capacity of fishing effort reduction schemes;
• information on the compliance with the entry/exit scheme;
• a summary report on the strengths and weaknesses of the fleet management system together with a plan for 

improvements;
• information on the general level of compliance with fleet policy instruments; and
• information on changes to the administrative procedures relevant to the management of the fleet. 

In particular, the report analyses, by data collection framework segment, the balance between the fishing capacity of 
Ireland’s fleet and its fishing opportunities. The report seeks to identify structural overcapacity by segment and estimate 
the long-term profitability of the fleet. If the assessment clearly demonstrates that the fishing capacity of the fleet is not 
effectively balanced with fishing opportunities, Ireland is required to prepare and include in its fleet report an action plan 
for the fleet segments with identified overcapacity. 

The Annual Report on the Irish Fishing Fleet for 2014 indicated that the polyvalent 18-24 metre class failed both the short term 
and long-term economic indicators used to assess the profitability of the fleet segments in the period assessed. The 12-18 
metre length class was also very close to failing the long-term indicator. 

The report therefore concluded that: 

‘It is apparent that some degree of fleet adjustment is necessary for the Irish polyvalent (12 – 24 LOA) fleet’.

The forecast impacts of the identified overcapacity will provide the basis for Option one – Status quo.

5.4 Decommissioning as a policy tool

The problem of structural imbalance in the fishing fleet is neither new nor unique to Ireland. Other EU Member States, 
including the UK, France, Spain, Belgium, Holland and Denmark (the main fishing nations in the EU and Ireland’s key 
competitors), have previously faced equivalent imbalances between their fleets and the quotas available to their fishermen.

Typically, reductions in fishing activity to bring these factors back into alignment have been pursued either through the 
permanent decommissioning of vessels or by a system whereby vessels ‘tie-up’ in port for a given period of time. All of the 
countries noted above have previously engaged in significant targeted decommissioning programmes jointly funded through the 
EMFF or previous schemes and their national exchequers. 

The EMFF and previous schemes are discussed further in section 2.5. 

These precedential decommissioning schemes have shown the policy to provide a useful mechanism for urgently dealing with 
the issue of fishing overcapacity, bringing it back into line with available fishing resources over a shorter period of time than 
would otherwise be possible. The schemes have been used throughout the world and provide governments with an active and 
visible policy tool through which to demonstrably tackle fishing overcapacity, while also seeking to improve the profitability and 
long-term sustainability of the fishing industry. 
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5.5 Irish decommissioning schemes to date

Ireland has undertaken two previous decommissioning schemes in 2005/2006 and 2008. 

In 2005, a report commissioned by the Minister for the Marine and authored by Padraic White entitled Decommissioning 
Requirements for Ireland’s Demarsal and Shellfish Fleets, concluded that:

‘There is no real economic future for some of the participants in these sectors unless a large proportion of the fishing capacity can be taken out so 
that those remaining can look forward to working in an industry with good economic prospects and not dogged by one crisis after another’.

The subsequent 2005/2006 decommissioning scheme targeted the removal of 10,937 GTs of the fishing fleet and led to 
the permanent withdrawal of 27 polyvalent vessels over 18 metres, with 3,323 GTs removed from the register at a cost of 
€11.8 million. 

In 2006, the Minister for the Marine established a strategic review body chaired by Dr. Noel Cawley. The review produced 
a report entitled Steering a New Course for the Irish Seafood Industry 2007-2013, the recommendations of which led to the 
extension of the 2005 decommissioning scheme with the aim of removing a further 11,140 GTs from the demersal fleet 
18 metres in length and over. This 2008 decommissioning scheme resulted in the permanent withdrawal of an additional 
46 polyvalent vessels over 18 metres, with 6,914 GTs removed from the register at a cost of €36.6 million.

Scheme Successful 
applicants

Capacity 
removed 

(GT)

Capacity 
target 
(GT)

% of 
decommissioning

target achieved

Capacity 
removed 

(kW)

Cost 
(€ million)

Cost/GT 
(€)

2005 
Scheme 27 3,323 10,937 30% 9,152 €11.8 €3,551

2008 
Scheme 46 6,914 11,140 62% 19,363 €36.6 €5,294

Combined 
total 73 10,237 28,515 €48.4 €4,422
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The report concluded by stating that additional quota was freed-up though not initially taken-up by those remaining in 
the fleet due to significant negative movements in the prices of fish and fuel over the period. Once these external 
variables became more favourable in 2010, quota uptake rose significantly leading to increased profitability and 
therefore viability of the fleet. Other additional benefits of the scheme identified by the report included a lowering of 
the average age of fishing vessels and greater compliance with fishing restrictions due to increased catch availability.

The two decommissioning schemes while only achieving 71% of their total initial targets are still therefore believed to 
have played a significant role in addressing previous imbalances between fishing capacity and opportunity in Ireland and 
Ireland firmly believes that well targeted fleet restructuring initiatives can bring about further long-term positive results. 

Quota availability

Quota uptake

Viability

Compliance

Fleet size

Environmental benefits

The 2011 VFM report analysed the effectiveness of the schemes under a number of criteria:
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5.6 Decommissioning schemes elsewhere

5.6.1 Northern Ireland

Between 1993 and 2003 The Department of Agriculture and Rural Development (DARD) in Northern Ireland, 
introduced several decommissioning schemes with the aim of bringing fishing capacity levels into alignment with available 
fishing stocks. Over this period, 100 vessels were decommissioned with just under £15 million of public funds paid out as 
compensation. 

A subsequent review of the schemes by the Northern Ireland Audit Office (NIAO) noted several concerns as to how they 
had been managed by the department including:

• misinterpreting the strike price mechanism that was used to set grant levels leading to compensation being paid to 
unsuccessful applicants following legal action;

• use of the strike price as the fixed amount to be paid even if the bid received from applicants was lower; and
• failing to prioritise the removal of higher levels of fishing activity as opposed to actual capacity.

The Northern Ireland example’s failings highlight the need for clarity in communication of the scheme and the 
methodology by which the department will choose successful applicants.

5.6.2 Rest of the EU

Since the inception of the EFF in 2007, the forerunner to the current EMFF, to the 31 May 2015 a total of 27 Member 
States have actively used the decommissioning instrument. Through it a total of 4,267 vessels have been decommissioned 
with public support, with total public expenditure of almost €936 million of which €547 million was EFF or EMFF 
contribution.

Special report No 12/2011: ‘Have EU measures contributed to adapting the capacity of the fishing fleets to available fishing opportunities?’ 
released by the European Court of Auditors was however highly critical of measures taken to date by the EU and Member 
States including the use of decommissioning schemes. The audit looked at seven Member States (Denmark, Spain, France, 
Italy, Poland, Portugal and the UK) and concluded that there were important weaknesses in the framework used to design 
and implement measures used to balance fishing capacity with available fishing opportunities. These included:

• delays in the implementation of projects and in the setting up of management and control systems;
• concerns over the design and implementation of fishing effort adjustment plans;
• insufficient justification of the objectives for reducing fishing capacity;
• investments by the EFF that could actually increase the ability of individual vessels to catch fish;
• poorly targeted selection criteria for decommissioning schemes resulting in the scrapping of fishing vessels which had 

little impact on the required fish stocks;
• insufficient account taken of cost effectiveness in rates of public aid; and
• inadequate reporting of efforts to reduce fishing overcapacity.

5.6.3 Rest of the world

In 2005, Australia began a major one-off structural adjustment of its fishing industry to accompany an announcement 
of the introduction of significant reductions in allowable catch and effort levels in 2006. The centrepiece of the package 
was a $149 million, capped fishing concession buyout known as the business exit assistance scheme. 
In addition to the buyout was a structural adjustment package worth a further $70 million to assist those affected by the 
changes.

The decommissioning scheme managed to achieve a significant reduction in the quantity of concessions on the market. 
A key factor in the success of the scheme was the emphasis on the holistic package for the fishing sector, focussing not 
just on the payment to decommission but on the after-support to help the community as a whole adjust. This highlights 
the need to ensure that there is broad community support for the scheme.

In addition, the heavy focus on the scheme being a one-off is a factor that, given the EU’s intention to end public 
funded decommissioning schemes as a policy tool, should he highlighted. 
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5.7 Conclusion of the assessment of need
5.71 Capacity vs opportunities imbalance

The CFP aims to ensure that EU Member States work towards making fishing and aquaculture environmentally, 
economically and socially sustainable. This includes the need to ensure that the Irish fishing fleet is of an appropriate size 
and composition.

The Annual Report on the Irish Fishing Fleet for 2014 discusses in detail the imbalance between fishing capacity and 
opportunities and the need for adjustment in Ireland’s polyvalent greater than 12 metres segment. The report combined 
with the subsequent Action Plan to Address Structural Overcapacity in the Irish Polyvalent Fleet 12-18 m LOA and 18–24 m LOA 
clearly sets out the financial consequences for the industry of taking no action.

5.72 Penalties for non-compliance

Member States who fail to police fisheries or comply with regulations can face legal proceedings and significant fines 
providing a further imperative for implementing a scheme. In 2005, France was fined €20 million with a further €57.8 
million penalty every 6 months thereafter until it fulfilled its obligations in a case originally dating back to 1991. At the 
time, the European Commission was considering a further 61 violations of the CFP related to overfishing resulting from 
mismanagement of Member States’ quota use by their vessels. In addition to direct financial punishments in the shape of 
fines, the EU can also reduce the fishing quota of uncooperative Member States in future years or suspend financial 
assistance related to the non-compliant area.

5.73 Deadweight

The 2011 VFM Report assessed the impact of deadweight, namely the proportion of the outcome that would have 
happened anyway irrespective of the scheme. In other words, ‘How many fishermen would have voluntarily exited 
without an incentive?’ The report concluded that there was low or negligible levels of deadweight associated with 
decommissioning as there was little voluntary exit.

Currently, the scale of off-register tonnage combined with low operating costs (in particular fuel) have increased the 
profitability of the fleet thus reducing further the likelihood of voluntary exit from the industry.

The use of a decommissioning scheme would therefore speed up the rebalancing of capacity and fish resource, improve 
profitability of the industry and reduce pressure on the ecosystem in the form of improved fish stocks.

5.74 Importance of the Irish seafood industry

The Irish seafood industry is concentrated primarily in coastal communities where it is a significant driver of the local 
economy and thus of great importance to the economic viability and sustainability of those communities. It is therefore 
important that any potential scheme recognises and is sensitive to the importance of the industry to those communities in 
order to be as attractive as possible to applicants.
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5.75 Stakeholder consultation

There were mixed views expressed with regards the need for a decommissioning scheme during separate interviews with 
the representatives of the producer organisations.

A number of stakeholders expressed their disappointment at the fact that the industry had reached a stage where the 
possibility of decommissioning was required. 

One group suggested that funding for decommissioning should be made available on an on-going basis to assist fishermen 
to exit the industry.

Another group expressed strongly, that while they accepted there was an imbalance between fishing capacity and fishing 
opportunity, the solution to the problem was not to reduce Ireland’s already small fishing fleet further. Instead, there 
should be a more concerted effort to make the case to the EU that Ireland deserves a larger quota to fish than is currently 
the case. In particular, they felt that the new landing scheme should see additional quota provided to Ireland in preference 
to other states on the basis that such states do not have an imbalance indicating that they have sufficient quota available 
for their fleet. 

All groups agreed that whether or not a scheme was necessary, the timing of its introduction was a clear constraint to the 
potential level of uptake. With the current climate in the industry being positive due to favourable market conditions in 
the form of high fish prices and low fuel cost, concerns were expressed that any scheme would fail to achieve its target 
without substantial levels of funding. 

In addition, there was general disbelief that the next scheme would be the final decommissioning scheme. Three of the 
four participants suggested that the 2005/2006 and 2008 schemes were both billed as being the final opportunity. The fact 
that the current EU regulation prohibits state aid towards decommissioning schemes as a policy tool from the end of 2017 
does not appear to have impacted on this view. This potentially reduces one of the key selling points of this 
decommissioning scheme, ‘the last chance’ scenario.



Setting appropriate 
grant levels and tax 
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the scheme
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Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the fleet 
post decommissioning, the conclusion of this report is that a decommissioning scheme will not achieve its 
objectives and is not recommended. In the event that a mechanism could be found to prevent re-entry of off-
register capacity, then the following apply: 

From an economic perspective, the fundamental objective in the setting of grant levels is to achieve a cost-effective 
outcome which achieves allocative efficiency and provides ‘value for money’. The chosen grant level should deliver either 
the most capacity reduction possible given the available budget, or achieve a set target capacity level at the least cost.

The attractiveness of grant levels can be improved by providing incentives which reduce the tax liability of applicants who 
choose to avail of the scheme.

6.1 What is a fair value?

Prior to the launch of an EU funded decommissioning scheme, financial evaluations of the scheme must be carried out to 
ensure cost effectiveness and that no over-compensation occurs. This CBA is an example of those evaluations.

The actual valuation of the vessel/licence will be different for each fisherman and will be influenced by a wide range of 
factors such as the:

Age and condition of the boat

Current profitability of the enterprise

Fishermen’s confidence in the future prospects for the fishing industry

Alternative opportunities for employment

6. Setting appropriate grant levels and 
tax treatments and funding the 
scheme
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6.2 Methods for assessing the proposed level of grant

It is difficult to accurately apportion an appropriate level of grants given the limited information about individual 
fishermen’s private valuations and circumstances, but there are several methods by which a guide value can be ascertained.

Data from the 2005/2006 and 2008 decommissioning schemes adjusted for inflation 
and changes in other key variables.

Industry or trader valuations to provide a current market price. 

Value of sales of similar vessels in the same sector over a specific time period.

Comparison to other decommissioning schemes/insurance valuations.

Value of similar vessels in the same sector that are currently up for sale on the 
second-hand market.

1

5
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6.3 Valuation methodology

For the purposes of this scheme, the methodology chosen as part of option two will see ‘each successful applicant’ 
receive a payment based on a number of premiums:

No Premium Description

1 Basic The scheme will provide a basic payment of €3,000 per GT including a fishing 
opportunity premium which will be withheld from applicants without tradable or 
transferable tonnage.

2 Catch incentive The scheme will provide a ‘catch incentive premium’ of up to €3,000 per GT based on 
the total declared landings of specified stocks (by value) and the total number of days 
fished during the period 1 January 2014 to the 31 December 2015 inclusive.

3 Individual bid The scheme will provide an additional premium of up to €2,000 per GT based on a 
sealed bid provided by each applicant. 

4 Age adjustment 1. for vessels aged between 15 and 30 years the rate of decommissioning is reduced 
by 1% per year over 15, in every case; and

2. for vessels aged 30 years or more, the rate of decommissioning is reduced by 15%. 

The final rate thus calculated is multiplied by the GTs of the vessel to obtain the final decommissioning premium.

The use of a weighted fix rate per licence/vessel according to specific criteria allows the scheme to rank and choose 
the ‘highest value vessels’ in terms of those which both meet the criteria and best aid the scheme to meet its goals and 
match the recommendations of the VFM report. 



© 2016 Grant Thornton. All rights reserved. 41

6.4 Treatment of taxation

In an effort to improve the success of the 2008 decommissioning scheme by encouraging increased levels of uptake some 
adjustments were made to the taxation treatment of decommissioning monies in the 2008 Finance Act. The three main 
adjustments related to the following:

1. Retirement Relief;
The changes to 2008 Finance Act reduced the age limit to from 55 years to 45 years and the periods of ownership and use
requirements from 10 years to 6 years for payments received under the Scheme.

2. Capital Allowances;
The changes to 2008 Finance Act provided that where a balancing charge arising as a result of payments received under
the Scheme it may be spread over 5 years, commencing in the year in which the payment is paid.

3. Costs/Receipts Associated with the Permanent Disposal or Scrapping of Vessels.
The changes to 2008 Finance Act took into account that, as it is a requirement of the Scheme that decommissioned
vessels are permanently disposed of or scrapped, costs incurred for that purpose may be deducted from the part of the
decommissioning payment attributable to the vessel when computing the gain or loss on the vessel. Likewise any amount
received by the owner on disposal or scrapping should be added to the part of the payment attributable to the vessel.

The 2011 VFM Report indicated that:

‘the taxation arrangements helped attract some of the participants to the 2008 element of the scheme. Without this more favourable tax 
treatment, there would have been lower take-up’.

Models showing both scenarios, the base scenario where the 2008 tax treatments and incentives do not apply and the 
contra scenario where they do, are provided in appendices A to C and summarised below.

No Taxation Applicant

1 Current treatment – no incentive Sole trader

B Company

2 2008 tax treatment – tax incentive Sole trader

B Company
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6.4.1 Stakeholder consultation

In meetings with the four key producer organisations it was made clear to the authors how important a factor the taxation 
treatment of any decommissioning payment would be to the success of any decommissioning scheme. There was general 
consensus that significant tax breaks would need to be in place for fishermen to contemplate availing of the scheme. It 
was also communicated that it was crucial that the tax implications be outlined in layman’s terms so that applicants could 
clearly identify “what would be in their bank account” after agreeing to decommission.

There were also concerns that the tax treatment acted as a discriminatory barrier to certain age groups who wished to 
decommission but were subject to significant financial penalties due to falling outside the age criteria to take advantage of
the full tax incentives such as retirement relief.

6.5 Financing decommissioning schemes 

The economic principle of “beneficiary/user pays” would suggest that the industry participants who stand to benefit from 
a decommissioning scheme should contribute to the cost of that policy. In the case of decommissioning schemes the key 
beneficiary is typically expected to be those fishermen remaining in the industry after the completion of the scheme.

This is largely due to the anticipated reduced effort and increased efficiency of the fleet in addition to the redistribution of
the freed level of quota to those remaining in the industry.

In practice however, fishing fleet decommissioning schemes have typically been funded by EU Member States with 
support from relevant EU funds.

Scenario 1
Base with no-one eligible for retirement 

relief (€)

Scenario 2 
Tax incentive with everyone eligible for 

retirement relief (€)

Sole trader 9,768,882 2,602,878

Company 8,334,314 8,334,314

Total - based on all vessels being bought
out (money no object scenario)

18,103,196 10,937,192

Pro rata tax total (based on €16 million) 5,414,632 3,271,293

Remaining tax to breakeven 10,585,368 12,728,707

Maximum value of tax relief available 
(based on €16 million)

0 2,143,338
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6.6 Northern Prawn Fishery (NPF) – Industry funded buyouts

There are several examples where a mixture of public and private funding has been used to cover the up-front costs 
of a decommissioning scheme expected to benefit the industry as a whole. 

In Australia, the Northern Prawn Fishery (NPF) has seen a series of industry funded buybacks since the 1980s. 
This has had the effect of reducing the fleet from around 300 boats in the 1980s to just 83 boats by 2005, removing 
capacity from the industry and improving both stock levels and net economic returns to those remaining.

Similar government backed industry financed schemes have also operated successfully in North America and 
Scandinavia. 

In these examples, industry’s contribution to the buyout has often been financed through a government loan that is 
then repaid over the medium to long-term through annual levies on the expected increased landings and profitability 
in the industry resulting from the scheme. 

As well as reducing the cost to the public purse the use of an industry part or fully financed decommissioning scheme 
provides further incentives to fishermen remaining in the industry through the need to maximise long-term profits in 
a sustainable and efficient manner. 

The success of this and therefore the ability of the industry to repay such a loan is largely dependent on ensuring that 
additional effort is not allowed to creep back into the industry thus reducing profit levels. The risk is, that if capacity is 
available through which competitors can enter the market, then the increased ‘super-normal’ profits being made by 
those who remain in the industry will attract new entrants or re-entrants to that market, ultimately reducing profits 
back to the previous normal levels.

This funding method also provides a greater incentive to the industry to self-police the issue of re-entry as the 
fishermen remaining in the industry, having bought-out competitors, will be negatively affected if those who 
voluntarily chose to decommission and exit are allowed to return to the industry post-decommissioning.

A buyout, part or fully funded by industry, forms the basis of the assessment for option three.

6.6.1 Stakeholder consultation

The possibility of a part or fully industry funded scheme was put to the representatives of the producer organisations 
during our interviews. There was a general consensus that it was not a realistic option. Only one group stated that it 
could be considered and even then only if there was “a major benefit to the organisation” in the shape of additional 
quota to fish, the other groups refuted it completely.
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6.8 Conclusion on grant levels, tax treatments and funding the scheme

Grant levels

The proposed decommissioning scheme addresses the recommendations of the VFM report in several ways. First, the 
selection criteria gives significant weighting to the catch record of the previous two years to prioritise more active vessels. 
Secondly, it provides a premium payment for those vessels that have higher catch records to incentivise this group. 
The base levels of grants have also been benchmarked through consultations with tonnage traders and the producer 
organisations and against current market prices. 

The modelling estimates that final payments of the scheme will range between a minimum of €5,293 and a maximum of 
€7,572 with an average of €6,540 per GT. This compares with an average payment of €5,294 per GT in the 2008 scheme. 

Tax treatments

It could be argued that the 2008 decommissioning scheme set a precedent in terms of the expectations of the industry for 
tax incentives. The amendments made to the 2008 Finance Act provided a mechanism by which to improve uptake from 
the 2005 scheme. From discussions with the producer organisations it is clear that any future scheme would be expected 
to at least match those incentives if it were to prove attractive and therefore successful. 

The calculations in this model are based on the assumptions that we have made that if the scheme was to provide similar 
tax incentives as the 2008 scheme and everyone was eligible to avail themselves of them. Under this scenario the 
maximum cost to the Exchequer in terms of revenue forgone would be €2.1 million.

Industry contribution

There are economic arguments that support the involvement of industry in funding a decommissioning scheme. There is 
also precedent in other jurisdictions for this to be done successfully. As the main financial beneficiary and the group most 
at risk of the possible negative consequences of not having a scheme, there is clearly an onus on industry to be heavily 
involved whether through direct financial contributions or in working closely with the department on the scheme. 

The lack of direct financial involvement in previous schemes and the lack of positive feedback from the industry in 
discussions indicated that the likelihood of this being possible to agree and implement is limited.



Economic appraisal and 
CBA
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7. Economic appraisal and cost 
benefit analysis

Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the fleet 
post decommissioning, the conclusion of this report is that a decommissioning scheme will not achieve its 
objectives and is not recommended. In the event that a mechanism could be found to prevent re-entry of off-
register capacity, then the following apply: 

This section evaluates each of the three proposed options on the basis of the identified associated costs and benefits from 
a quantitative (monetary costs and benefits) and qualitative (non-monetary costs and benefits) standpoint. 

While the options under consideration in this CBA are not specifically required to generate a private return on investment, 
given the requirement to allocate scarce resources to competing projects and the focus on achieving value for money in 
the public sector, the economic appraisal is of value in making decisions between alternative choices.

7.1 Description of ‘the Model’

The model used in this analysis simulated the impact of the decommissioning scheme in terms of how much quota could 
be re-distributed among remaining participants in the fishery after the removal of decommissioned vessels. From the total 
fleet applicable vessels were identified according to the terms and conditions of the decommissioning scheme namely that 
they were registered to the polyvalent segment, possessed a sea fishing boat license, were 12 metres or more and below 24 
metres in overall length, had carried out at least 90 days at sea in 2014 and 2015 and were aged 15 years or older. 
Applicable vessels numbered 70. 

For each vessel, technical and economic characteristics were listed along with their days at sea in 2014 and 2015 and their 
landings of quota species and non-quota species. With this information parts A and B of the decommissioning grant 
premium could be calculated covering the basic premium, the fishing opportunity premium and catch incentive premium 
while part C was estimated as the maximum possible individual bid. Total bids were then adapted according to the age 
adjustment criteria set out in the scheme.

Random sampling of the dataset was undertaken with 1000 bootstraps without replacement to estimate the distribution of 
possible removal of capacity from the fleet and the associated redistribution of quota among the remaining participants. 
Random individual vessels were removed in each bootstrap until the allocated funding for decommissioning was 
exhausted as much as possible (as close as possible to the €16m) with the associated GTs, KWs and historical landings of 
quota species of the removed vessels saved. This process was repeated 1000 times to generate estimates of he impacts of 
the proposed scheme. Final results show the estimated average GTs and kWs removed from the fleet along with quotas to 
be re-distributed after the scheme along with high and low estimates.
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7.2 Assumptions

The following assumptions have been used in this CBA appraisal:

• the model was run 1,000 times on the basis that the full funding package of €16 million is successfully distributed;
• this can then be scaled to any level of uptake but the ultimate outcomes remain the same – there are three levels of 

uncertainty calculated, a 5% percentile, a 50% median (the level used) and a 95% quartile. 
For example option two would result in a range of between €8.6 million and €20.4 million and a median of €13.8 
million (the number used) of quota available for redistribution; 

• all payment values are based on Part C (the bid element being maximised at €2,000), therefore all results would be 
worst case scenario

• initial tax on decommissioning scheme payments is calculated based on a series of assumptions that are included in 
appendices A to C. Due to data protection concerns we were unable to ascertain the age profile of vessel owners for 
the purpose of calculating whether retirement relief is applicable. In this instance we calculated two figures, one where 
all sole trader applicants utilise retirement relief and one where none are eligible for relief. The true figure is somewhere
within this range;

• catch levels for each vessel are held at 2014-2015 levels, with the additional quota (following decommissioning) 
distributed across the sector as follows;

• catch values are provided at current market values;
• inflation for fish prices is set at 2% in line with the European Central Banks’s current Harmonised Index of Consumer 

Prices (HICA);
• profit levels arising from additional quota being redistributed is assumed to be 50%;
• tax on those profits are assumed to be 28% using a weighted average calculation based on the proportion of sole trader 

fishermen paying income tax and the proportion of incorporated fishermen paying corporation tax;
• discount rate used to calculate NPV is assumed to be 4% in line with the Public Spending Code advice on CBA;
• for option three it is assumed that those remaining in the industry would pay back their contribution to the scheme 

through an annual 5% levy on additional profits; and

7.3 Identification and assessment of monetary costs and benefits 

Each of the options under appraisal has associated monetary costs and benefits. This section of the CBA discusses these 
costs and benefits, and sets out the underlying assumptions. All costs have been considered on an incremental basis.
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7.4 Option one – Status quo

The status quo option has the following associated costs.

7.4.2 Option one – monetary costs

• costs of the tax revenue forgone: As outlined in more detail in section 8.4.1, a key benefit from a decommissioning 
scheme is the forecasted increased profitability of the remaining fleet. While this is not a direct monetary benefit to 
the state, the expectation is that it would lead to increased income and corporation tax revenue on the additional 
profits on the redistributed quota. Without a decommissioning scheme this revenue would be foregone.;

7.5 Option two – The proposed decommissioning scheme

The proposed decommissioning scheme option has the following associated costs and benefits.

7.5.1 Option two – monetary costs

• costs of the decommissioning grants: the tender suggests that up to €16 million will be allocated to 
decommissioning over the scheme’s lifespan;

• costs of managing and implementing the scheme: there would be costs associated with the administration and 
implementation of the decommissioning scheme. The VFM report indicated that the staff costs associated with 
designing, managing and implementing the previous schemes amounted to around 2% of the total level of grants paid. 
However, BIM has indicated it will absorb these costs outside of the scheme’s funding bucket; and

7.5.2 Option two – monetary benefits

• increased tax revenue from improved profitability in the industry: As outlined in more detail in section 8.4.1, a 
key benefit from a decommissioning scheme is the forecasted increased profitability of the remaining fleet. While this 
is not a direct monetary benefit to the state, the expectation is that it would lead to increased income and corporation 
tax revenue on the additional profits on the redistributed quota;

• tax on decommissioning payments: In addition, depending on the tax treatment of the decommissioning 
payments, a proportion of the €16 million funding will return to Revenue straight away in the form of income, 
corporation and capital gains tax on the grants;
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7.6 Option three – The proposed decommissioning scheme where all or part is funded 
through an industry buyout

The proposed decommissioning scheme where all or part is funded through an industry buyout option has the following 
associated costs and benefits. For this example it has been assumed that 25% of the overall cost of the scheme would be 
met by industry. This would be provided in the form of an advance or loan and paid back by the Industry through an 
annual 5% levy on additional profits on the redistributed quota.

7.6.1 Option three – monetary costs

The monetary costs of option three are the same as for option two except:

• profit/revenue foregone: with the industry paying back the loan that formed their contribution to the scheme, the 
levy will see their profits on the redistributed quota reduced until the loan is re-paid. This has been factored into the 
model.

7.6.2 Option three – monetary benefits

The monetary benefits of option three are the same as for option two except:

• payback period: with the industry funding 25% of the overall cost of the scheme, this reduces the amount of money 
overall that has to be repaid and therefore the payback period is also reduced. This has been factored into the model. 
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7.7 Summary of the monetary costs and benefits of the three options

Option one

(€)

Option two - no 
tax incentives

(€)

Option two - tax 
incentives

(€)

Option three - no 
tax incentives 

(€)

Option three - tax 
incentives

(€)

Costs

Grant costs
0 16,000,000 16,000,000 16,000,000 16,000,000

Income foregone from 
taxation - over ten years 
from increased profit 21,377,050 0 0 0 0

TOTAL COSTS
21,377,050 16,000,000 16,000,000 16,000,000 16,000,000

Benefits

Income from taxation -
immediate from grants 0 5,414,632 3,271,293 5,414,632 3,271,293

Income from taxation -
over ten years from 
increased profit

0 21,377,050 21,377,050 19,239,345 19,239,345

Industry contribution
0 0 0 4,364,914 4,364,914

TOTAL BENEFITS
0 26,791,682 24,648,343 29,018,891 26,875,552
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7.8 Identification and assessment of non-monetary costs and benefits

In addition to monetary costs and benefits, each of the options under appraisal has associated non-monetary costs and 
benefits. This section of the CBA discusses these and sets out a range of criteria related to the overall goals of the project 
on which each option is evaluated including, the ability to:
• ensure sustainability of the whitefish fishing fleet;
• ensure that 2,500 GTs of capacity is removed;
• ensure that stock levels are preserved;
• ensure that older vessels are decommissioned; and
• deliver within the proposed timeframe. 

These non-monetary criteria are assessed using a weighted scoring methodology which assigns numerical weights to 
pre-defined ‘benefit criteria’, chosen to correspond to the needs and objectives of the programme. Each option is given a 
score under each criteria.

The scoring is ranked with zero indicating that the option would completely fail to meet the criteria and ten indicating 
that the option would completely meet the criteria.

N
o

Non-monetary criteria Weighting Reasoning Scoring

1 Ability to ensure sustainability of the 
whitefish fishing fleet

25% The key objective of any scheme is to ensure the 
sustainability of the whitefish fishing fleet and the 
achievement of this goal facilitates other criteria.

0 - 10

2 Ability to ensure that 2,500 GTs of 
capacity is removed

22.5% This criterion and the next are linked and flow on 
from the need to ensure sustainability of the 
fishing industry in this segment.

0 - 10

3 Ability to ensure that stock levels are 
preserved

22.5% See above. 0 - 10

4 Ability to ensure that older vessels are 
decommissioned

20% This criterion is beneficial to the overall success of 
the scheme and provides tangible additional 
benefits outside the scope of the goals of the 
scheme.

0 - 10

5 Ability to deliver within the proposed 
timeframe 

10% While time is not a critical factor it is considered a 
qualitative success factor for the scheme.

0 - 10
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7.9 Scoring of the options
The table below summarises the weighted scoring of each of the options analysed against the qualitative criteria.

No Non-monetary criteria Weighting Option one Option two Option three

1 Ability to ensure 
sustainability of the whitefish 
fishing fleet

25% 0 8 8

2 Ability to ensure that 2,500 
GTs of capacity is removed

22.5% 0 8 8

3 Ability to ensure that stock 
levels are preserved

22.5% 0 8 8

4 Ability to ensure that older 
vessels are 
decommissioned

20% 0 8 8

5 Ability to deliver within the 
proposed timeframe 

10% 0 8 4

Weighted
score

0 8 7.6

Based on the above analysis, options two and three would potentially deliver on the objectives of the project. 
Option three has been downgraded slightly due to the expected extended timelines required for negotiations on the 
fishing industry’s contribution to any such scheme should such a contribution be forthcoming. 

Option one would fail to meet any of the objectives as they are currently set out.



Addressing the issue of  
re-entry
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8. Addressing the issue of  re-entry
8.1 Why is re-entry an issue? 

Re-entry is defined as the beneficiary of a decommissioning scheme re-entering the fleet with a different or new vessel. 
It should be noted that whereas Article 34 of Regulation (EU) No. 508/2014 specifically prevents a direct beneficiary of 
the scheme  re-entering the fleet within 5 years of receiving a decommissioning payment, none the less, where grant aid 
has been availed of, it is very difficult to prevent any of this money finding its way back into the sector albeit through 
indirect means (of which there are many). Thus there remain valid concerns over EU/State funds being used to provide a 
competitive advantage to those who avail of decommissioning aid.  

REGULATION (EU) No 508/2014 Article 34 (3): The fishermen concerned shall effectively cease all fishing activities. The beneficiary shall provide proof of the effective 
cessation of fishing activities to the competent authority. The compensation shall be refunded on a pro rata temporis basis where the fisherman returns to a fishing activity within 

a period of less than two years from the date of submission of the application for support.

As discussed in section 5.1, EU capacity ceilings (GT and kW) provide an overall constraint on the size of the Irish fishing 
fleet. In addition these ceilings are permanently lowered to reflect any capacity removed through decommissioning. 
Thereafter should someone wish to (re)enter the fleet they must first acquire existing capacity equal to that of their 
proposed new vessel. In principle therefore, the overall size of each segment should remain permanently lowered.  This 
would be the case were it not for i) the existence of off-register (latent or inactive) tonnage, and ii) the ability to move 
capacity between different length categories within a segment. 

• The re-introduction of off-register tonnage leads to an increase in fishing effort and dilution of the economic base 
available to all those that remain in the segment post decommissioning. 

• Currently (21 April 2016) there is some 3,511 GT inactive in the polyvalent over 12 metre fleet. This is more than the 
decommissioning scheme is targeting to remove from the fleet

• While a ‘two year rule’ was introduced to limit the length of time off-register capacity remains valid, the effectiveness 
of this measure at reducing off-register capacity has been limited.

• A similar situation arises when capacity is moved between different length categories. There is a preclusion on removing 
a vessel over 18 metres and replacing it with one or more vessels in the under 18 metre category. There is currently 
nothing to prevent a similar move from the over 24 metre category into the 18 – 24 metre category.

Polyvalent & Beam Trawl Off-Register Capacity 21 April 2016
Segment <12M Off-

Register 
Capacity 
Amounts

Number of 
<12M 

Owners 
Involved

12-18
Off-Register 

Capacity 
Amounts

Number of
12-18

Owners
Involved

18-24
Off-Register 

Capacity 
Amounts

Number of 
18-24

Owners 
Involved

Over 24
Off-Register 

Capacity 
Amounts

Number of 
Over 24 
Owners
Involved

Polyvalent 343GT

2012kW

155 GT 
Owners 
ranging from 
.005GT to 14 
GT 

111 kW 
Owners 
ranging from 
.01kW to 
100kW

205GT

743kW

19 GT 
Owners 
ranging from 
.01GT to 
50GT

11 kW 
Owners 
ranging from 
6kW to 
180kW

895GT

3271kW

20 GT 
Owners 
ranging from 
.1GT to 
200GT

25 kW 
Owners 
ranging from 
.03kW to 
600kW

2411GT

5161kW

21 GT 
Owners 
ranging from 
.5GT to 
450GT

12 kW 
Owners
ranging from 
.03kW 
to1,000kW
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A key expected benefit of any decommissioning scheme is an improvement in profitability for individuals remaining in
the industry. This is achieved in several ways:
• quota freed-up from decommissioned vessels is redistributed to fishermen remaining in the industry enabling them

to land more fish than previously with fewer fishermen chasing more fish leading to increased landings;
• a reduction in the number of vessels results in less effort industry wide. This reduces the associated input costs

particularly fuel and staff costs, and would lead to increased profitability per vessel through increased landings per
vessel.

• stocks are given the opportunity to replenish resulting in a long-term improvement in both the quantity and quality
of catch.

With fewer vessels, a reduction in costs and an increase in landings, the industry should see a resulting increase in
profitability across its members.

As previously indicated the level of success of the scheme and therefore profitability to the industry is largely 
dependent on maintaining this new balance between fishing capacity and fishing opportunity. However, market 
economics indicates that a more profitable industry will attract more entrants be it from re-entry or entirely new 
entrants. Over time, total fleet effort increases, so those profit levels and other benefits will be eroded, ultimately falling 
back to previous normal levels. If this happens then the industry will find itself back in the same position as it was prior 
to the decommissioning scheme with unprofitable segments and with real benefits and value for money not being 
achieved for either the industry or the Exchequer.

It is therefore essential that a decommissioning scheme should only be implemented if fleet management 
measures could be introduced that specifically: 

i. avoids future expansion of the active fleet that undermines the economic benefits brought about through 
decommissioning,

ii. ensures the benefits of the scheme achieved are maintained for those remaining, and
iii. prevents any competitive advantage for those that availed of the scheme.
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8.2 How significant an issue is re-entry?

While Article 34 (3) of Regulation (EU) No 508/2014 prevents direct re-entry, nonetheless re-entry remains an issue from 
two standpoints. First, there is concern that state monies may be used to provide some fishermen who avail of a 
decommissioning scheme with a competitive advantage should they chose to use those funds to re-enter the industry with 
a more efficient vessel. Secondly, some fishermen may choose to re-enter the industry by purchasing inactive off-shelf 
capacity thereby negating the benefits of the decommissioning scheme.

These two scenarios illustrate two separate issues, the impact on the actual goals of the scheme as opposed to 
public/industry perception of the scheme. However, a potential scenario where both occur together could be considered 
the worst case in terms of the outcome of a decommissioning scheme. While there is evidence that this has been an issue 
in the past, the key data source on re-entry available to the authors of this report remains the 2011 VFM review.

That report investigated the prevalence of re-entry following the 2005/2006 and 2008 decommissioning schemes and 
concluded that while 73 vessels were decommissioned, 19 different vessels were introduced,  11 of which were introduced 
into the targeted segment.

Of the 10,237 GTs removed from the over 18 metre segment of the fleet through decommissioning, re-entry put 1,511 
GTs back into operation suggesting that the real impact of the schemes may be as low as 8,737 GTs though it is not 
possible to put a precise figure on the net output.

The report indicated that re-entry was more of an issue with the 2005/06 schemes than with the 2008 scheme following 
the segmenting of polyvalent vessels into two size categories of above, and below, 18 metres in overall length, across 
which licenses could not be transferred.

Remained in 
segment after
scheme

Decommissioned Introduced Replacement
rate

Vessels GTs Vessels GTs %

1: Single vessel: Full exit/no
replacement

No 37 4,856

2. Multi vessel: Full exit/no
replacement

Yes 16 2,424

3. Single vessel: with
replacement

Yes 10 1,561 9 1,221 78%

4. Multi vessel: with 
replacement

Yes 2 319 2 290 91%

5. Inshore replacement 
(under 15m)

No 8 1,077 8 73 7%

Total (over 18m) whitefish 
capacity

73 10,237 19 1,511 15%
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However, with no barrier at 24 metres, the top limit of the targeted segment, the constraint on re-entry that was present in 
2008 would not prevent it with any new scheme.

The CBA model used in compiling this report estimates that if €16 million of funding is distributed as part of a 
decommissioning scheme it will lead to €13.8 million of additional value of fish per year being made available for 
redistribution.

If we assume that a minimum of 15% of the tonnage removed comes back into the industry (as in the two previous 
schemes) through re-entry via purchasing off-register capacity this would result in a loss for redistribution of more than €2 
million per year to those remaining in the industry.

With the scheme hoping to remove up to 2,500 tonnes of capacity from the fleet, 15% would represent 375 GTs. 
Currently there is over 3,500 GTs of off-register capacity available to be reactivated. It is therefore possible for the 
scheme to be entirely, successful in its goals, have 100% uptake and remove the full targeted 2,500 GTs, and yet see no 
real improvement in the balance between fishing capacity and fishing opportunities in the targeted segment.

The issue of re-entry combined with the opportunity presented by the level of off-register capacity therefore represents a 
clear risk to the success of the scheme and any benefits that it could bring both to the industry and to the State.

8.3 How to deal with the issue of re-entry?

The VFM report recognised the need to address the issue of off-register capacity and suggested that: ‘In the event that future 
funding for fleet re-structuring becomes available, some considerations should be given to any future decommissioning funding prioritising the 
removal of inactive tonnage, especially given that the purchase of inactive tonnage could be done with a lower rate of payment, through a closed 
tendering system b y the vessel owners'. However it went on to note that:  ‘This type of measure is currently not permitted under 
EU state aid rules for fisheries'. This remains the case.

• The removal of off-register capacity using state aid is not permitted under EU rules. Therefor a 
decommissioning scheme predicated on this approach is likewise not permitted. 

• In advance of any decommissioning scheme it would be essential that the risk of re-entry and off-register 
capacity is addressed through means other than state aid. No measure(s) that address this risk have been 
identified at this time.

• One must consider proposals that limit (consistent with the economic status of the (sub) segment and the 
scale of decommissioning undertaken) any opportunity to (re) enter the post-decommissioning market using 
off-register capacity and ii) ensure that in order to enter the market one must remove a commensurate level 
of existing active capacity thereby maintaining an appropriate economic balance.
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8.4.2 Stakeholder consultation

The issue of re-entry was put to the producer organisation’s representatives during our meetings. Specifically, 
‘Did they see re-entry as an issue?’ and

'What management measures would the industry be willing to negotiate and accept to ensure new or re-entrants do not result in increased levels 
of capacity and effort returning to the fleet’

Potential measures put to them included:

INDUSTRY VIEWS

• The majority of those interviewed agreed that re-entry was an issue and a major flaw in previous schemes and any 
potential future scheme but that it was inevitable that people would try to take advantage of it.

• There were differing views expressed on how individuals who had taken advantage of such a loop-hole were viewed 
inside the industry. Some felt it was a case of "good luck to them." and not begrudging anyone who would "take advantage 
of a flawed system" while others argued that it was against the purpose of the scheme and left a "sour taste in the mouths' of 
members”.

• One group made the argument that, while not the purpose of this or previous schemes, re-entry would have the 
benefit of introducing more modern, safer and more efficient vessels into the fleet.

• All agreed that the issue of re-entry was difficult to police. 

• One group noted that the current quota management and licensing systems were insufficient  to prevent re-entry and 
that it was “pointless to try under current conditions”. This group felt that, to be successful, any decommissioning scheme 
would need to be accompanied with an overall review of the licensing and quota management systems.

• While most agreed that something needed to be done to prevent re-entry negatively impacting the outcomes of the 
scheme there was also general agreement that there was no single suitable solution.

• Finally, a number of specific measure were discussed (see below). It should be noted however that there was not 
agreement on any single one or combination of these. On the contrary, in every case, significant obstacles to their 
introduction were identified.

• On this basis, and taking account of the views expressed by industry, we are not in a position to 
recommend any overall solution to the problem of re-entry and off-register capacity.

A levy on those who remain to buy up off-register tonnage?

A barrier to prevent tonnage from over 24 metres being transferred to the 12 to 24 metre 
class

A removal of open access to the market via a moratorium on new boats entering for a 
specified period of time

A requirement that new boats enter the market by purchasing a ratio greater than 1:1 of 
existing capacity

An alternative suggestion of their own
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Legal clause

During the industry consultation, all stated that ‘a clause requiring fishermen to declare they would not re-enter the fleet for even a 
limited period of time having availed of decommissioning would be legally challenged and found to be unenforceable’. 

Even without this legal challenge there was industry agreement that  ‘there is little in the way of enforcement to police 
decommissioned fishermen re-entering the industry through registering a vessel in a relative or friend's name’. 

Levy

While Option 3, “a partial funding of the proposed scheme through a levy on those remaining collected annually through a resource rent on the 
redistributed quota” was suggested by one group during industry consultation, this was linked to a transfer of ownership of 
this quota to those operators who provided the finance for the buy-out.  

Privatisation of quota is contrary to the State’s long-standing policy that ownership of quota remains in public ownership 
for the benefit of the fishing industry as a whole.

Additional barrier

The imposition of an additional barrier at over 24 metres in length, similar to the existing barrier in place at 18 metres, to 
prevent the transfer of tonnage to the 12 to 24 metre sector was one of the more popular suggestions. This is because it is 
in this segment that the bulk of off-register capacity and therefore risk currently sits. 

There were a number of concerns raised by industry, however, that it would lead to legal challenges. While there is an 
existing barrier at the 18 metre mark the argument was made that fishermen are "more clued up" to the implications of such 
measures. In addition, a barrier would reduce the value of holding a license at over 24 metres potentially leading to further
legal challenges.

Moratorium

A “ban on any new vessels entering the marketplace for a specific period post-decommissioning” was suggested by industry as a 
potentially effective model of tackling the issue. However an industry representative noted that “a moratorium would have to 
be put in place on the current ‘two-year rule’ to prevent individuals from losing out and similarly a grace period would need to be implemented to 
allow those legitimately off-register to re-enter with a repaired or upgraded vessel”. However, they went on to point out that “this could 
be a legal minefield”.

Replacement capacity ratio

Finally it was suggested that a policy whereby “new or re-entering vessels are required to purchase greater than a 1:1 ratio in order to 
enter the market” could be feasible. 

• Further research indicated that a similar scheme operated in the pelagic segment where new entrants were required to 
purchase 2.2 GT and 9 kW of existing capacity for every one GT replaced.

• A combination of these options, for example a barrier combined with a higher than 1:1 ratio or a moratorium 
combined with a higher than 1:1 ratio, was seen as being potentially the most workable option.

• A requirement to purchase greater than 1:1 ratio would disadvantage new entrants to the industry by increasing the 
cost of buying into the industry.



Quantitative analysis
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9. Quantitative analysis

9.1 NPV

The NPV of the proposed scheme whether funded wholly by the Exchequer and the EU or part funded with industry 
backing and the counterfactual option of do nothing are set out in the table below. 

This section assesses the performance of each option on a quantitative basis. It details the base case NPV of each option 
i.e. the best estimate of option costs and benefits after adjustment for optimism bias. Each option is then subject to a 
sensitivity analysis.

9.2 Sensitivity analysis 

Conducting sensitivity analysis is standard practice in CBA evaluations as a means of dealing with inherent uncertainty. 
This includes the use of long-term forecasts and assumptions that are subject to a wide margin of error as well as 
difficulties in quantifying costs and benefits.

The purpose of sensitivity analysis is to establish the extent to which the outcome of the cost benefit analysis is sensitive
to changes in the values of the input variables to see if they would have an impact on the ranking of options under those 
conditions. 

In doing so it enables the generation of a more robust set of results for each option.

Option one

(€)

Option two - no 
tax incentives 

(€)

Option two - tax 
incentives

(€)

Option three - no 
tax incentives

(€)

Option three - tax 
incentives

(€)

Present value of 
benefits 0 22,434,477 20,373,575 24,516,622 22,455,719

Present value of 
costs 17,228,101 16,000,000 16,000,000 16,000,000 16,000,000

NPV
-17,228,101 6,434,477 4,373,575 8,516,622 6,455,719

Benefit/cost ratio
- 1.40 1.27 1.53 1.40

Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the fleet 
post decommissioning, the conclusion of this report is that a decommissioning scheme will not achieve its 
objectives and is not recommended. In the event that a mechanism could be found to prevent re-entry of off-
register capacity, then the following apply: 
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9.2.1 Variation in assumptions

In conducting the sensitivity analysis of the proposed options being considered as part of this CBA, we have assumed the 
following alternatives to the assumptions.
1. as per current assumptions; and
2. adjust discount rate to 10%.

Option one

(€)

Option two - no 
tax incentives

(€)

Option two - tax 
incentives

(€)

Option three - no 
tax incentives

(€)

Option three - tax 
incentives

(€)

Present value 
of benefits 0 17,856,933 15,908,443 19,714,545 17,766,055

Present value 
of costs 12,934,540 16,000,000 16,000,000 16,000,000 16,000,000

NPV -12,934,540 1,856,933 -91,557 3,714,545 1,766,055

Benefit/cost 
ratio - 1.12 0.99 1.23 1.11

A discount rate of 10% would see option two with maximum tax incentives return a marginally negative NPV and all of 
the others are reduced accordingly. This is a high level of discount rate compared to the Public Spending Code’s 
recommended 4% and indicates that the cash flows are fairly robust to the uncertainty of future cash flows.
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9.3 Payback period

Payback period (PB) is a financial metric for cash flow analysis that addresses questions such as: 
• how long does it take for investments, acquisitions, or actions to pay for themselves? 
• how long does it take for incoming returns to cover costs? Or, put still another way; and 
• how long does it take to break even?

Other things being equal, the investment that is repaid in the shorter time period is considered the better choice. 
The shorter time period is preferred because: 
• investment or action costs are recovered sooner and are available again for further use; and
• a shorter payback period is viewed as less risky. 

It is usually assumed that the longer the time required for covering funds, the more uncertain are the positive returns. 
For this reason, payback period is often viewed as a measure of risk, or a risk-related criterion that must be met before 
funds are spent. Below is the forecast payback period of option two. The payback period of option three would be 
shorter due to the contribution of industry being gross of tax not net. 

Payback period = Y +( A / B )

Y = Years before payback year

A = Total remaining to be paid back at the beginning of the payback year

B = Total (net) paid back in the payback year

Payback period =  6 + (413,414/1,785,184) = 6.23 years

Note* - This calculations assume no re-entry into the industry and high level of uptake of the scheme.

Expected 
cash flows

Year 0

(€)

Year 1

(€)

Year 2

(€)

Year 3

(€)

Year 4

(€)

Year 5

(€)

Year 6

(€)

Year 7

(€)

Cash 
inflows 0 5,223,585 1,991,338 2,031,164 2,071,788 2,113,223 2,155,488 2,198,598

Cash 
outflows 16,000,000 0 0 0 0 0 0 0

Net 
cashflows -16,000,000 5,223,585 1,991,338 2,031,164 2,071,788 2,113,223 2,155,488 2,198,598

Cumulative 
cashflows -16,000,000 -10,776,415 -8,785,077 -6,753,913 -4,682,125 -2,568,902 -413,414 1,785,184



Conclusions and 
recommendations
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10. Conclusions and recommendations
This section brings together the conclusions drawn from the preceding discussions throughout this report.

1. Based on our analysis and calculations and given the scale of off-register capacity which may re-enter the fleet post 
decommissioning, the primary conclusion of this report is that a decommissioning scheme will not achieve its 
objectives and is not recommended. 

2. We conclude that the removal of off-register capacity using state aid is not permitted under EU rules and a 
decommissioning scheme predicated on this approach is likewise not permitted. 

3. We recommend that, in advance of any decommissioning scheme, the risk of re-entry and off-register capacity is 
addressed through means other than state aid. No measure(s) that address this risk have been identified at this time.

4. We recommend that a decommissioning scheme should only be implemented if fleet management measures could be 
introduced that specifically, 

a) avoids future expansion of the active fleet that undermines the economic benefits brought about through 
decommissioning,

b) ensures the benefits of the scheme achieved are maintained for those remaining, and
c) prevents any competitive advantage for those that availed of the scheme.

5. A number of specific measure to address the problem of re-entry and off-register capacity were discussed with 
industry (see section 8). There was no agreement on any single one or combination of these. On the contrary, in every 
case, significant obstacles to their introduction were identified. On this basis, and taking account of the views 
expressed by industry, we are not in a position to recommend any overall solution to the problem of re-entry and off-
register capacity.

10.1 Current Situation (re-entry of off-register capacity may occur)

10.2 Where a mechanism is found to prevent re-entry of off-register capacity.

1. Deadweight: Market economics indicates that without an intervention (decommissioning scheme) the current fleet 
economic imbalance may ultimately right itself. This will result from financial pressure being placed on those 
fishermen who are operating unprofitably, forcing them out of the market. However, given a number of external 
factors, not least the price of fuel, current market conditions are particularly favourable and will likely delay any 
financially driven re-adjustment. Conversely, a significant increase in the price of fuel or a fall in the price of fish will 
have the opposite effect.

2. The Cost Benefit Analysis presented makes clear the risk of a ‘do nothing’ approach (option 1 in this report), while 
removing any cost to the Exchequer, does not address the current economic imbalance in the fleet segments 
identified. In addition a ‘do nothing’ approach will result, potentially, in reduced tax revenue from a less profitable 
industry and runs the risk of EU sanctions, for example an embargo on accessing EMFF funding. This scenario would 
also involve a painful period of transition for the industry as individuals struggle to earn a living.

3. The proposed decommissioning scheme (option 2 in this report) is the only measure,  considered in this analysis, 
where the key objective ‘ability to ensure sustainability of the whitefish fishing fleet’ was achieved while also meeting the 
requirements of the EU to address the recognised imbalance between fishing opportunity and fishing capacity in the 
whitefish segment of the fleet.

4. The proposed decommissioning scheme where all or part is funded through an industry buyout (option 3 in this 
report) would have the benefits of option two, in that it would directly address the issue and meet the objectives. 
However, stakeholder consultation with the producer organisations made clear that this option would be unlikely to 
gain their buy-in, severely limiting the likelihood of its acceptance and therefore adoption.

5. Based on our analysis and calculations, and predicated on the assumption that a mechanism is found to prevent re-
entry of off-register capacity, then, proceeding with a decommissioning scheme is the strongest option and offers the 
best value to the Exchequer and to society from the range of options considered.
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4. Quantitatively, the Cost Benefit Analysis indicates that a decommissioning scheme in the proposed format has the potential 
to provide a positive financial return to the Exchequer along with many qualitative benefits to the industry, support firms 
and the wider community. 

5. Option two provides a cost benefit ratio if 1.40 under the no tax incentive scheme and 1.27 under a scheme with full tax 
incentives.

6. Option two would provide a payback period to the Exchequer of 6.23 years under the assumptions in the model which is 
scalable depending on the level of uptake for the scheme.  

7. Modelling also suggests that option three could potentially provide a higher return and quicker payback period than option 
two but due to the issues identified above in reaching an agreed position with the producer organisations has not been 
favoured as the preferred choice.

8. While the CBA of the immediate impact of decommissioning is generally positive, it is critical to point out that these 
quantitative calculations and benefits require the qualitative issues identified in this report, specifically the issue of off-
register capacity, to be addressed. As indicated in section 8 market economics shows that where an industry is profitable it 
will attract new entrants to the market who wish to earn that profit for themselves. Over time, in an open market with few 
barriers to entry, those profit margins will be eroded through increased costs and reduced quota and catch, until the 
industry is at best breaking even again. This has been born out historically in the fishing industry and would almost 
inevitably be the case again.  

9. The risk posed by new entrants or re-entry to the market through activating off-register capacity calls into question the 
medium-term sustainability of the forecast additional profits and revenue to both the industry and the Exchequer.

10. The existence of the current significant level of off-register tonnage, 3,511 GT as at 21 April 2016, provides the 
circumstances and therefore ample opportunity for this to occur. In this scenario the positive cost benefit ratios that this 
CBA has calculated would inevitably fall towards zero.

10.2 Where a mechanism is found to prevent re-entry of off-register capacity.

1. The other key constraint to the success of any decommissioning scheme is the level of uptake achieved. Current market 
conditions do not encourage fishermen to leave the industry. The level of uptake would be increased if tax incentives are 
provided to successful applicants; for example, tax concessions similar to those introduced for the 2008 scheme. 

2. The calculations in this report are based on a number of assumptions, i.e. the scheme provides tax concessions similar to 
those introduced for the 2008 scheme, and everyone is eligible to avail of them to the maximum level. Under this scenario, 
the maximum cost to the Exchequer in terms of revenue foregone would be approximately €2.1 million.

3. The ROI would be 1:27 with the tax incentives, as opposed to 1:40 without.

4. Based on discussions with industry representatives, potential applicants are unlikely to look favourably on any scheme that 
fails to offer tax incentives that do not at least match those provided in 2008. 

5. In our discussions with the producer organisations it was made clear by all parties how important tax incentives would be 
in encouraging uptake of the scheme. Without such incentives it is unlikely that the scheme would achieve the level of 
uptake required in order to reach its targets.

10.3 Uptake and tax concessions



© 2016 Grant Thornton. All rights reserved. 67

Monetary costs and benefits 

Option one

(€)

Option two - no 
tax incentives

(€)

Option two - tax 
incentives

(€)

Option three - no 
tax incentives

(€)

Option three - tax 
incentives

(€)

Costs

Grant costs 0 16,000,000 16,000,000 16,000,000 16,000,000

Income foregone 
from taxation - over 
ten years from 
increased profit

21,377,050

TOTAL COSTS 21,377,050 16,000,000 16,000,000 16,000,000 16,000,000

Benefits

Income from 
taxation -
immediate from 
grants

0 5,414,632 3,271,293 5,414,632 3,271,293

Income from 
taxation - over ten 
years from 
increased profit

0 21,377,050 21,377,050 19,239,345 19,239,345

Industry 
contribution 0 0 0 4,364,914 4,364,914

TOTAL BENEFITS 0 26,791,682 24,648,343 29,018,891 26,875,552

PV costs 21,377,050 16,000,000 16,000,000 16,000,000 16,000,000

PV benefits 0 22,434,477 20,373,575 24,516,622 22,455,719

NPV -21,377,050 6,434,477 4,373,575 8,516,622 6,455,719

Benefit/cost ratio - 1.40 1.27 1.53 1.40

Non-monetary costs and benefits 

No Non-monetary criteria Weighting Option one Option two Option three

1 Ability to ensure 
sustainability of the 
whitefish fishing fleet

25% 0 8 8

2 Ability to ensure that 
2,500 GTs of capacity is 
removed

22.5% 0 8 8

3 Ability to ensure that 
stock levels are 
preserved

22.5% 0 8 8

4 Ability to ensure that 
older vessels are 
decommissioned

20% 0 8 8

5 Ability to deliver within 
the proposed timeframe 

10% 0 8 4

Weighted score
0 8 7.6
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Abbreviations

CBA Cost Benefit Analysis

BIM Bord Iascaigh Mhara

DAFM Department of Agriculture Food and the Marine

EMFF European Maritime and Fisheries Fund

DEPR Department of Public Expenditure and Reform

NPV Net Present Value

IRR Internal Rate of Return

VFM Value for Money

EU European Union

CFP Common Fisheries Policy

EFF European Fisheries Fund

ESI European Structural and Investment Funds

GT Gross Tonnage

kW Kilowatt

SMART Smart, Measurable Achievable and Realistic Targets

DARD Department of Agriculture and Rural Development

NIAO Northern Ireland Audit Office

LOA Length Overall

NPF Northern Prawn Fishery

LO Landing Obligation

PB Payback Period

NORA National Oil Reserves Agency

VAT Value Added Tax
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Summary: Completed on the basis that all individuals will be entitled to retirement relief or marginal retirement relief

Due Individuals Company Total

Estimate of total payment 28,460,249 25,033,905 53,494,154

Estimate of income tax payments on foot of 
balancing charge -377,000 -73,125 -450,125

Estimate of CGT payable - vessel Dec – 16 -239,250 -193,050 -432,300

Estimate of CGT payable - vessel Dec – 16 -9,152,632 -8,068,139 -17,220,771

Estimate net cost of payments 18,691,366 16,699,591 35,390,957

Estimate effective rate of tax 34.32% 33.29% 33.84%

Appendix A: tax calculations

Summary: Pro rata calculation based on a €16 million decommissioning fund

Payment

Total Tax - Scenario A: 
Base case no tax 
incentives + RR 

applying to no-one

Total Tax - Scenario B: 
Tax incentives + RR 
applying to everyone

Tax incentive value

Individual 28,460,249 9,768,882 2,602,878 7,166,004

Company 25,033,905 8,334,314 8,334,314 0

Total (to buy out all vessels in industry) 53,494,153 18,103,196 10,937,192 7,166,004

Based on €16 million decommissioning fund 16,000,000 5,414,632 3,271,293 2,143,338
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Appendix B: individual tax 
assumptions 
Individual – notes to tax estimations

1. Residual value: estimated based on age of boat

10,000 where boat greater than 40 years
15,000 where boat greater than 30 years
20,000 where boat greater than 20 years
25,000 where boat greater than 10 years

2. Balancing charge calculated on the basis that 

i. Marginal rate Income Tax applies 40%
ii. PRSI applies on basis that recipients are less than 66 years 4%
iii. USC at 8% applies (where SE income >€100,000, USC rate is 11%) 8%

52%
iv. Completed on the basis that there is no TWDV remaining
v.  Completed on the basis that there are no losses available to shelter income tax

3. Part proceeds of decommissioning payment relating to vessel is estimated at market value of the vessel

4. Completed on the basis that the full base cost of the vessel has been written off through CA write 
down

5. Completed on the basis that taxpayer or spouse has no CGT loss forward or in current year to shelter 
the CGT Gain. Retirement relief is not available on Gain relating to the disposal of the vessel

6. Completed on basis that proceeds relating to tonnage is "total proceeds less proceeds allocated to 
vessel"

7. Completed on the basis that there is no base cost/enhancement costs for tonnage

8. Completed on the basis that the criteria that Retirement Relief or Marginal Retirement relief does not 
apply

9. Rates and timelines for payment of income tax and CGT are estimated on the basis that payments will 
be made on or before 31.12.2016

*Where payment is made pre 1 December 2016 the CGT liability will be due by 15 December 2016

*Where payment is made during December 2016 the CGT liability will be due by 31 January 2017

We have not included redundancy costs that may be incurred on decommissioning if recipients have 
employees employed for > 2 years

It is difficult to calculate the net cost to the State re anticipated tax collections from the payments as the 
circumstances for each and every application under the scheme will vary depending on the entitlement to 
reliefs and losses/other shelters available to reduce the tax arising on the payment.

We have not included tax adjustments for costs or receipts in respect of scrap values
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Appendix B II: individual tax 
calculations

Individual – tax estimations

Ref LOA Net Profit Age Payment

Total Tax -
Scenario A: 

Base case no 
tax incentives + 
RR applying to 

no-one

Total Tax -
Scenario B: Tax 
incentives + RR 

applying to 
everyone

Tax incentive 
value

1 24.0 -€2,591 1997 €1,670,400 €564,232 €468,950 €95,282

2 23.9 1981 €844,263 €286,407 €52,381 €234,025

3 23.7 -€53,413 1988 €1,134,371 €384,743 €199,186 €185,557

8 23.2 1988 €1,362,420 €459,999 €313,210 €146,789

10 23.0 1987 €853,120 €291,930 €58,560 €233,370

11 23.0 €2,762 1992 €1,057,875 €359,499 €160,938 €198,561

12 23.0 1986 €788,800 €268,104 €24,650 €243,454

13 22.9 €77,015 1986 €1,027,650 €346,925 €144,075 €202,850

16 22.5 €0 2000 €1,079,471 €369,226 €173,486 €195,740

18 22.5 1992 €987,350 €336,226 €125,675 €210,551

21 22.4 1988 €981,360 €334,249 €122,680 €211,569

24 22.0 €55,541 1989 €661,980 €228,853 €17,000 €211,853

25 22.0 €1,017 1987 €606,300 €210,479 €17,000 €193,479

26 22.0 €190,747 1988 €637,058 €220,629 €17,000 €203,629

27 22.0 €25,686 1989 €620,400 €215,132 €17,000 €198,132

29 22.0 €16,792 1989 €850,190 €290,963 €57,095 €233,868

30 21.3 €300,986 1984 €952,744 €322,205 €106,622 €215,584

31 21.0 €78,500 1973 €733,444 €247,236 €8,500 €238,736

36 20.5 1975 €618,375 €209,264 €8,500 €200,764

39 20.4 €134,048 1984 €689,563 €235,356 €12,750 €222,606

43 20.0 2000 €1,112,513 €380,129 €190,006 €190,123

44 19.9 €36,692 1985 €605,625 €207,656 €12,750 €194,906

46 19.8 €26,554 1977 €803,250 €272,873 €31,875 €240,998

47 19.5 1989 €777,480 €266,968 €20,740 €246,228

50 19.0 1981 €639,413 €218,806 €12,750 €206,056

52 18.1 €28,593 1987 €542,445 €189,407 €17,000 €172,407

53 18.1 1990 €554,470 €193,375 €17,000 €176,375

54 18.0 1989 €729,740 €251,214 €17,000 €234,214

55 18.0 1984 €511,488 €176,591 €12,750 €163,841

57 17.0 1980 €271,150 €97,280 €12,750 €84,530
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Appendix B II: individual tax 
calculations 

Individual – tax estimations

Ref LOA Net Profit Age Payment

Total Tax -
Scenario A: 

Base case no tax 
incentives + RR 
applying to no-

one

Total Tax -
Scenario B: Tax 
incentives + RR 

applying to 
everyone

Tax incentive 
value

58 17.0 -€26,233 1981 €510,000 €176,100 €12,750 €163,350

59 16.8 €123,924 1994 €644,723 €223,158 €17,000 €206,158

61 17.5 1981 €516,375 €178,204 €12,750 €165,454

62 17.1 €0 1978 €437,538 €152,187 €12,750 €139,437

63 15.0 €72,109 1982 €185,640 €69,061 €12,750 €56,311

64 13.9 €33,039 2001 €308,125 €114,681 €21,250 €93,431

67 13.3 1986 €145,835 €55,925 €12,750 €43,175

68 15.3 1986 €350,625 €123,506 €12,750 €110,756

65 13.3 €9,018 1987 €157,724 €62,449 €17,000 €45,449

70 16.6 2000 €498,960 €177,657 €21,250 €156,407

Total €28,460,249 €9,768,882 €2,602,878 €7,166,004
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Appendix C: company tax 
assumptions 
Company – notes to tax estimations

1. Residual value: estimated based on age of boat

10,000 where boat greater than 40 years
15,000 where boat greater than 30 years
20,000 where boat greater than 20 years
25,000 where boat greater than 10 years

2. Balancing charge calculated on the basis that 

i. Corporation tax rate of 12.5% applies
ii. Completed on the basis that there is no TWDV remaining
iii. Completed on the basis that there are no losses available to shelter balancing charge
iv. Corporation tax on any balancing charge will be paid over the 5 years permitted

3. The companies do not have capital losses forward to shelter tax due on the decommissioning 
proceeds

4. Assuming the companies have a financial year end of 31 December 2016

5. Part proceeds of decommissioning payment relating to vessel is estimated at market value of the vessel

6. Completed on the basis that the full base cost of the vessel has been written off through CA write 
down

7. Completed on basis that proceeds relating to tonnage is "total proceeds less proceeds allocated to 
vessel"

8. Completed on the basis that there is no base cost/enhancement costs for tonnage

We have not included redundancy costs that may be incurred on decommissioning if recipients have 
employees employed for > 2 years

It is difficult to calculate the net cost to the State re anticipated tax collections from the payments as the 
circumstances for each and every application under the scheme will vary depending on the entitlement to 
reliefs and losses/other shelters available to reduce the tax arising on the payment.

We have not included tax adjustments for costs or receipts in respect of scrap values
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Appendix C II: company tax 
calculations

Company – tax estimations

Ref LOA Emp Net Profit Age Payment

Total Tax -
Scenario A: 

Base case no 
tax incentives 
+ RR applying 

to no-one

Total Tax -
Scenario B: 

Tax 
incentives + 
RR applying 
to everyone

Tax incentive 
value

4 23.7 8 1987 €1,135,200 €377,116 €377,116 €0

5 23.4 1986 €1,039,125 €345,411 €345,411 €0

6 23.4 1984 €1,073,763 €356,217 €356,217 €0

7 23.4 2000 €1,247,400 €414,767 €414,767 €0

9 23.0 8 €110,178 1989 €950,400 €316,132 €316,132 €0

14 22.6 1983 €645,681 €214,950 €214,950 €0

15 22.6 4 1987 €575,985 €192,575 €192,575 €0

17 22.5 10 €151,071 1991 €1,067,175 €354,668 €354,668 €0

19 22.4 5 -€82,500 1988 €1,320,116 €438,138 €438,138 €0

20 22.4 1988 €1,023,120 €340,130 €340,130 €0

22 22.4 1987 €854,195 €284,384 €284,384 €0

23 22.1 8 -€35,325 1987 €754,758 €251,570 €251,570 €0

28 22.0 1988 €1,081,301 €359,329 €359,329 €0

32 21.0 6 €49,512 1991 €993,600 €330,388 €330,388 €0

33 20.6 4 -€44,817 1990 €715,449 €238,598 €238,598 €0

34 20.5 1981 €579,275 €193,036 €193,036 €0

35 20.5 1980 €726,750 €241,703 €241,703 €0

37 20.4 6 €207,840 1986 €579,700 €193,801 €193,801 €0

38 20.4 5 €48,785 1990 €687,525 €229,383 €229,383 €0

40 20.3 10 €82,645 1984 €795,600 €264,423 €264,423 €0

41 20.3 0 €0 1989 €746,460 €248,832 €248,832 €0

42 20.3 1988 €762,881 €254,251 €254,251 €0

45 19.8 0 €8,013 1978 €764,788 €254,255 €254,255 €0

48 19.5 7 €113,830 1982 €501,500 €167,370 €167,370 €0

49 19.1 5 €93,512 1998 €976,305 €325,306 €325,306 €0

51 18.9 0 1999 €686,000 €229,505 €229,505 €0

56 18.0 1997 €904,800 €301,709 €301,709 €0

60 16.8 1986 €363,588 €122,484 €122,484 €0

66 13.4 2 €29,339 1982 €203,669 €69,086 €69,086 €0

69 21.7 10 1999 €1,277,798 €424,798 €424,798 €0

Total €25,033,905 €8,334,314 €8,334,314 €0
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NPV Calculations: Option one

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

4%

Benefits

Direct 
tax

0 0 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 0 0 0 0 0 0 0 0 0 0

Total 
benefits

0 0 0 0 0 0 0 0 0 0 0 0

Costs

Indirect
tax 
revenue 
foregone

0 1,952,292 1,991,338 2,031,164 2,071,788 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Total
costs

21,377,050 0 1,952,292 1,991,338 2,031,164 2,071,788 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Present 
Value

Benefits 0

Costs 17,228,101

NPV
Benefit 
and 
Cost 
Ratio

-17,228,101

Appendix D: NPV calculations 
Option one 
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NPV Calculations: Option one

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

10%

Benefits

Direct 
tax

0 0 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 0 0 0 0 0 0 0 0 0 0

Total 
benefits

0 0 0 0 0 0 0 0 0 0 0 0

Costs

Indirect 
tax 
revenue 
foregone

0 1,952,292 1,991,338 2,031,164 2,071,788 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Total
costs

21,377,050 0 1,952,292 1,991,338 2,031,164 2,071,788 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Present 
Value

Benefits 0

Costs 12,934,540

NPV
Benefit 
and 
Cost 
Ratio

-12,934,050 -

Appendix D II: NPV calculations 
Option one 
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NPV Calculations: Option two – no tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

4%

Benefits

Direct 
tax

0 5,414,632 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,952,292 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Total 
benefits

26,791,682 0 7,366,294 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 22,434,477

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

6,434,477 1.40

Appendix E: NPV calculations –
Option two: no tax incentives
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NPV Calculations: Option two – no tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

10%

Benefits

Direct 
tax

0 5,414,632 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,952,292 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Total 
benefits

26,791,682 0 7,366,294 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 17,856,933

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

1,856,933 1.12

Appendix E II: NPV calculations –
Option two: no tax incentives
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NPV Calculations: Option two – tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

4%

Benefits

Direct 
tax

0 3,271,293 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,952,292 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Total 
benefits

24,648,343 0 5,223,585 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 20,373,575

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

4,373,575 1.27

Appendix F: NPV calculations –
Option two: tax incentives 



© 2016 Grant Thornton. All rights reserved. 82

NPV Calculations: Option two – tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

10%

Benefits

Direct 
tax

0 3,271,293 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,952,292 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Total 
benefits

24,648,343 0 5,223,585 1,991,338 2,031,164 2,071,188 2,113,223 2,155,488 2,198,598 2,242,570 2,287,421 2,333,169

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 15,908,443

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

-91,557 0.99

Appendix F II: NPV calculations –
Option two: tax incentives 
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NPV Calculations: Option three – no tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

4%

Benefits

Direct 
tax

0 5,414,632 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,757,063 1,792,204 1,828,048 1,864,609 1,901,901 1,939,939 1,978,738 2,018,313 2,058,679 2,099,852

Industry 
contribut
ion

0 691,951 705,791 719,906 734,304 748,991 763,970 0 0 0 0

Total 
benefits

29,018,890 0 7,863,646 2,497,994 2,547,954 2,598,913 2,650,892 2,703,909 1,978,738 2,018,313 2,058,679 2,099,852

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 24,516.622

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

8,516,622 1.53

Appendix G: NPV calculations –
Option three: no tax incentives
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NPV Calculations: Option three – no tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

10%

Benefits

Direct 
tax

0 5,414,632 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,757,063 1,792,204 1,828,048 1,864,609 1,901,901 1,939,939 1,978,738 2,018,313 2,058,679 2,099,852

Industry 
contribut
ion

0 691,951 705,791 719,906 734,304 748,991 763,970 0 0 0 0

Total 
benefits

29,018,890 0 7,863,646 2,497,994 2,547,954 2,598,913 2,650,892 2,703,909 1,978,738 2,018,313 2,058,679 2,099,852

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 19,714,545

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

3,714,545 1.23

Appendix GII: NPV calculations –
Option three: no tax incentives
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NPV Calculations: Option three – tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

4%

Benefits

Direct 
tax

0 3,271,293 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,757,063 1,792,204 1,828,048 1,864,609 1,901,901 1,939,939 1,978,738 2,018,313 2,058,679 2,099,852

Industry 
contribut
ion

0 691,951 705,791 719,906 734,304 748,991 763,970 0 0 0 0

Total 
benefits

26,875,552 0 5,720,307 2,497,994 2,547,954 2,598,913 2,650,892 2,703,909 1,978,738 2,018,313 2,058,679 2,099,852

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 17,766,055

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

6,455,719 1.40

Appendix H: NPV calculations –
Option three: tax incentives 
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NPV Calculations: Option three – tax incentives

0 1 2 3 4 5 6 7 8 9 10

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Discount 
Rate

10%

Benefits

Direct 
tax

0 3,271,293 0 0 0 0 0 0 0 0 0

Indirect 
tax

0 1,757,063 1,792,204 1,828,048 1,864,609 1,901,901 1,939,939 1,978,738 2,018,313 2,058,679 2,099,852

Industry 
contribut
ion

0 691,951 705,791 719,906 734,304 748,991 763,970 0 0 0 0

Total 
benefits

26,875,552 0 5,720,307 2,497,994 2,547,954 2,598,913 2,650,892 2,703,909 1,978,738 2,018,313 2,058,679 2,099,852

Costs

Grant
Costs

16,000,000 0 0 0 0 0 0 0 0 0 0

Total
costs

16,000,000 16,000,000 0 0 0 0 0 0 0 0 0 0

Present 
Value

Benefits 17,766,055

Costs 16,000,000

NPV
Benefit 
and 
Cost 
Ratio

1,766,055 1.11

Appendix H II: NPV calculations –
Option three: tax incentives 
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Appendix I: the model

The economic model used to inform this CBA is included separate to this report.
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