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Or: jonesl@seafood.co.nz

3 October, 2011

Jenny Wood

Ministerial Inquiry into Foreign Charter Vessels
C/- MAF

P.O. Box 1020

Wellington 6140

Dear Jenny,

RE: Submission to the Ministerial Inquiry into thee and Operation of Foreign
Charter Vessels —

Please find enclosed our submission regardinglibeea We recognize that the
principal objective of the inquiry is to ensuretttize operation of foreign owned and
flagged vessels chartered by New Zealand fishimgpamies supports the government
objectives of:

1. Protecting New Zealand’s international reputatiod &rade access;

2. Maximising the economic return to New Zealand froun fisheries resources;
and

3. Ensuring acceptable and equitable New Zealand tadtandards (including safe
working environments) are applied on all fishings&ls operating in New
Zealand’s fisheries waters within the Exclusive @mmic Zone.

In the interests of assisting you in determiningetiler these objectives are truly met
we provide you with our thoughts regarding the eratt

Trust this meets with your approval.

Yours faithfully,

| e

Doug Saunders-Loder
President

NZFCF
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INTRODUCTION

The NZ Federation of Commercial Fishermen is aonali organisation that
represents the interests of domestic owner-oper#ttoough a network of 27
individual Port associations spread from Whangar&luff.

Current national membership stands at 350 whiclateguo about 30% of all,
predominantly inshore fishermen registered withewNZealand.

Our members participate in practically all inshbsing activity within New
Zealand, operating vessels ranging in size frome6es to 30 metres.

They participate in all coastal fishing activity ih includes rock lobster,
longline, surface-longline, tuna trolling, trawkedlge and potting fisheries to
name a few.

New Zealand is an island nation and as such reiggsficantly on our fishing
Industry, one of our major primary production intli€s, to provide employment,
income and export receipts to our country.

Throughout New Zealand, Kiwi's and tourists alikeyvel through our numerous
coastal ports, observing all of the activity andogmnising the contributions of the
fishing Industry both in these communities, anthe country’s overall economy.

Most New Zealander’s relate easily to inshore fighbecause of their relatively
close association with it. Fishing and fishingtp@re interesting. They bring
with them a sense of mystery, interest, braveryaaodrtain romance.

The New Zealand inshore fishing industry contrisuapproximately 30% of the
total $1.4m of export receipts the Industry proside

Inshore fishing is clearly part of New Zealand'scgl fabric’ and as such,
should be encouraged and allowed to develop further




QUOTA MANAGEMENT SYSTEM

The New Zealand Quota Management System was irdeatin 1986.

Quota was allocated under this new system based twaditional ‘catch
histories’. Catch histories that were predominadéveloped by New Zealand
domestic fishermen.

It reflects a responsible attitude to sustainaiskeirig and was strongly supported
by Federation at its inception.

It was a ground-breaking initiative that was depeld by both Government and
Industry players collectively and whilst not unisally accepted, it has proven
over 25 years to be one of the best fishery managesystems in the world.

The QMS is a reflection of New Zealand'’s ingenuigsourcefulness, originality
and responsibility. It is held up internationadly one of the most sensible and
responsible approaches to sustainable fisherieageament. New Zealand
fishermen regard it as theirs and are fiercely gratuit. It is truly‘Made in

New Zealand.

Since 1986 original quota allocation has been matined. Many of the
corporate fishing companies targeted ‘catch hisiarthe interests of
maximising their portfolio, which was driven in tRest instance by guaranteeing
processing capacity which allowed factories to ica operating.

In the earliest days of the QMS there was an evidgtuction in fishing effort as
fishermen faced the decision of whether to carrfigining or to take the
financial benefits that selling their quota woulthlg. Many sold but many
stayed and have proven that 25 years on, theisidecivas the right one.

Keeping the quota and maintaining their commitnerthe Industry has allowed
those that persevered to enjoy an ‘ownership’. du&a has given them a
tradable property right that has in turn givenc¢bafidence to invest, employ,
innovate and prosper whilst contributing towardsrtbocal communities and to
the economic wellbeing of the country.

Whilst quota is a mechanism that provides a tradabset, it spurns an Annual
Catch Entitlement (ACE) that provides the ‘catchiigipt’ and it is this that
fishermen or fishing companies must declare tredictcagainst.

The dynamics of the New Zealand fishing industrglaimg right are therefore
described as follows —

Corporate / vertically integrated companiegraditionally fishing companies that own
(through allocation or purchase) their own quoAZLE or lease ACE from the open
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market. They own vessels of their own which thagvbst with themselves, they
provide ACE to domestic vessels under ‘contractéstt arrangements or enter into
commercial catching arrangements with foreign gadrfthis depends entirely on the
species of fish that may be caught).

Private fishermen that own Quota / AGEllocated or purchased quota since the
introduction of QMS and still personally involvedthe catching of their fish. Largely
‘free-agents’ that can harvest and determine why thight sell to. They may sell to a
fishing company or choose to market their own cétcbugh the most profitable
means. In the interests of stability many of theserators have aligned themselves
with fishing companies and enjoy increased quotassthrough negotiation and
various commercial arrangements.

Fishermen that do not own Quota / AE€Kenerally ‘contract harvesters’ that enter
into commercial arrangements with fishing compamniesther fishermen to harvest
fish and to land accordingly. ACE can be sourcgdriyone and opportunity will vary
depending on the type of individual operation.

In the New Zealand inshore context these profikest ¢hroughout all fisheries
including rock lobster, paua and finfish.



FISH SAFE

Fish SAFE is a partnership formed between Federauiaritime NZ, ACC and
other New Zealand fishing companies that is aintedducing the number of
severity of injuries to fishermen.

The first priority for Fish SAFE has been the depehent of Guidelines for
Safety on Board Small Fishing vessels.

Guidelines have been developed with past and présbermen leading the
process, working together with industry and govesntmepresentatives. They
represent the combined wisdom of many years ingeserience in identifying
the common problems and risks that can arise Viising from smaller vessels,
and supply some straightforward responses to thag#ems and risks.

Each operator attends a one day training courseevthey be the basics of HSE
and hazard management and then a mentor helpscthrapiete the required
documentation and then checks the vessel for camgsi

Mentors are respected current or retired membetfsedfiishing industry that
assist operators to make sense of the HSE process.

Once this system is in place then the operatoragsisss to the Workplace Safety
Discount (WSD) Scheme and gets up to 10% ACC lesgodint.

Fishing industry uptake to Fish SAFE is the higlesiny high risk industry in
New Zealand.

Industry uptake is around 47% of the industry arwving.

The closest uptake from any other primary producsector is forestry with a
5% commitment.

New delivery methods are currently being trialed great scheme incentives are
being investigated.



THE FOREIGN CHARTER DEBATE

Federation have actively participated in debatestfmyeign participation in
New Zealand waters for decades and at times, ffardnt reasons.

Federation celebrated its®®@ear in 2008 and in that year published a book
called ‘Tides of Change’. Not having been involwedhose earlier days it is
fascinating for me to read of the challenges tbatroercial fishermen and their
representation faced in respect of ‘foreign boaldiese challenges were
primarily with Government but also extended to sahthe companies that saw
an opportunity and chose to support that along thighdevelopment of a
traditional inshore industry.

The current debate about the presence of foreigrtetvessels in New Zealand
has gained serious momentum and is driven by avelasimple but very
legitimate view about the need for New Zealandsh fio be caught by New
Zealand fishermen.

Notwithstanding our obvious concerns about forgagrticipation over the years
it must be recognized that their original involverheas encouraged.

Following the formation of our 200 mile EEZ in Obtr of 1977, we needed to
consider the immediate ‘international law of tha’send its implications. Whilst
the coastal nation (NZ) had first priority of acgés fish within that jurisdiction
it was obliged to ‘share’ with others, any fisltauld not catch itself.

The thought at the time was that the foreign atgtiveeded a level of control so
‘joint ventures’ were developed. This would enstiva any catch was recorded
within a national total, that it would provide amsitional period which allowed
our fishermen to develop their skills through tlse of new methods and
technology as well as new fisheries.

It was always intended that these would be ‘traovsal’ short-term management
measures and not a 40 year old commitment.

Many New Zealand companies have proven over timedavelopment of their
fisheries and investment in vessels and technadbglyeir own have led to
extremely credible and profitable business mod&lsey have created
employment for New Zealanders and taken prideerfdict that this is a
necessity for New Zealand’s well-being and intaoratl reputation.

Federation support these initiatives and encoucagénued New Zealandisation
throughout all of our fisheries. It is clear thia¢ arguments between the need for
foreign vessels in New Zealand and increased ima#tin domestic vessels

will be varied. It is also clear that the involvem of foreign chartered vessels is
not illegal.



For Federation the argument is simple. It is alto@tcreation of a ‘level playing
field’ that allows for expansion and developmenbof Industry which brings
with it, improved technology, innovation and emptant.

Currently New Zealand fishermen compete with openatthat foster invisible
‘cost structures’ which effectively restrict thenoifh investing further. It is these
inequities that this review should discover andaacin New Zealand's best
interests.

The timing for the discussion and this subsequentdtérial Inquiry is right. As

a nation we can no longer turn a blind eye to prastand behaviour that is being
exposed daily within our fishing industry. We mustognize the damage it does
to us generically and address it immediately.



WHAT EFFECTS ON FEDERATION MEMBERSHIP?

As President of this organisation | am regularlggboned by irate Kiwi
fishermen expressing concern about the activitidsreign vessels. These are
real-time complaints that are generated as thay fis

Whilst most complaints are genuine they are ofiéficdlt to prove. However
anecdotal or subjective | am absolutely confiddxaiua how genuine they are and
have personally questioned foreign charter opesainrtheir behalf.

Discussions of this nature generally result in mctasion that they are legally
entitled to be there, they have ACE to catch aadtthe proof needs to be more
compelling.

New Zealand domestic fishermen that encounter epart these situations are
generally in much smaller vessels with much legsbdity than their foreign
counterparts so they feel encapsulated in a realitDv’'s Goliath’ battle. The
size and power of the foreign vessels is suchthigt could generate a complaint
and be gone without detection. Any argument bescenelatively counter-
productive dialogue and does nothing to improvatiehs.

Fishermen have expressed dismay at —

Fishing closed areas

Excessive discarding of catch

By-catch levels

Poor seamanship (intended or unintended)
Protected species interactions

Removing all emotion from the issue and determirrigctual and clearly
uncompetitive environment is not difficult.

The first argument is about a limited ability ofrdestic capacity to replace
FCV’s catch as well the point that some stocks@aeginal in terms of return so
don’t encourage the use of domestic capacity.

These are convenient arguments that warrant fusitreitiny.

Federation members that have participated in ttrative Hoki fishery (New
Zealand's largest whitefish fishery) have foundtiselves tied to the wharf over
past years whilst foreign vessels continue to l&rv&he operations that | refer
to are the traditional ‘fresh’ fishers that enjogrsficant income from Hoki and
that can source it from the localized Cook Strad 8Vest Coast fisheries. All of
the ‘fresh fishers’ that participate in these fisée could catch substantially more
fish if the quota/ACE was made available.



Those that operate FCV’s also claim that therecar@in fisheries that would be
marginal in terms of return like Jack Mackeral, cand Southern Blue Whiting
and that New Zealand operators could not harvesetkither efficiently or
economically.

The argument about margin and profitability is resting and it could be
concluded that this is solely because of a costttre that is creatively
accounted to accommodate the charterer’'s needs.

The New Zealand Jack Mackeral fishery is worth agipnately $15 - $20m in
export receipts. Given the same catching oppdrasiihere are many domestic
fishermen that would invest in this fishery if theguld access quota and provide
the confidence needed.

The New Zealand Squid fishery is currently harve$te domestic and foreign
vessels but no incentive exists to invest whilstfeaexist for foreign catch
whilst domestic catch competes with both the taniffl market competition. An
absurd situation!

The New Zealand Southern Blue Whiting fishery Hae Been considered a
relatively low margin fishery which has not encaygd New Zealand domestic
capacity yet over the past two or three year thasbeen a significant increase
iIn domestic catch and it is at profitable levels.

Whilst the domestic capacity to harvest all Newlded's fishstocks may not be
evident, the reality is that increased domesti@acayp is imminent and will
evolve quickly as soon as improved confidence veshbecomes apparent.
Improved confidence will come with increased actes&CE.

Domestic capacity is clearly available and thiseevneeds to consider how that
might be best delivered.

The reduced cost-structure that FCV's currentlpem@jlso means that they have
significantly more capital with which to purchas€Bg, either for targeting or by-
catch. This creates an incredibly distorted anzbmpetitive environment within
which New Zealand fishermen must work.

A glaring example of this was experienced in th@7208 fishing year whereby a
combination of increased deemed values and avaitapital saw FCV operators
pay $7,000 per tonne for Snapper ACE in one yeainaggan annual ACE price
the year before of $750 - $1,500 per tonne. Aweragt price for the area at the
time was $4.50 per kg or $4,500 per tonne to thieefimen. These phenomenal
prices paid for ACE simply meant that domesticdishen could not compete in
obtaining ACE.
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Other examples exist throughout the spectrum. KAGKE prices practically
tripled in price as FCV operator’s sourced quotalieir operations. Fishermen
received approximately $0.50 per kg whilst the g@ifiar ACE elevated to over
$0.80 - $0.90 per kg effectively stifling any doesvestment.
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FEDERATION CONCLUSION

The Ministerial Inquiry into the Use and Operata=CV’s is necessary in
order to create improved transparency and to dedivaeore level ‘playing field’
between FCV’s and domestic fishermen.

New Zealand fishermen strongly encourage the swiée use of fisheries
resources and want the opportunity to participatthe increased development
and future management of them.

They recognize the importance of the Quota Manage®gstem. They take
pride in their creation of it and embrace the iné&tional importance of it. They
regard themselves as the ‘owners’ of it and wagreater part of it.

They understand the need for responsible Healtlai®@t® programmes within
their Industry and contribute in both a physical inancial sense to ensure that
these are delivered.

Federation recommends to the Ministerial Inquigttyou consider,

- Imposing conditions that see FCV’s require at aimmirm 50-60% New
Zealand crew.

- Ensuring that all foreign nationals be paid the sanmimum rates of pay
as New Zealand fishermen.

- Ensuring that the same expectations are placed tingse foreign nationals
in respect of their tax and ACC obligations. Tlager trial needs to be
transparent enough for this to be seen.

- Encouraging 100% Observer Coverage upon all FCV's.

- Encouraging the increased use of Domestic capsaitiiat FCV’s can be

phased out, replaced by New Zealand fishermen als capital
investment confidence and employment opportuna@resncreased.
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