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Key points

The proposal at a glance

This business case proposes that the Government commit financial support to enable the
building of a new fleet of inshore fishing vessels in Northland.

The proposal results in the following:

e immediate carbon emissions reductions, with vessels that are designed to provide a
pathway to zero carbon in 15-20 years as the technology matures

e long-term, high-paying jobs and trades training across multiple disciplines
e anachievable avenue for SME owner-operators and iwi to invest in new vessels
e atransformational change to the inshore fishing sector:

— fewer vessels catching the same volume of fish, creating higher-paying jobs with
less reliance on foreign crew

— increasing the value, export earnings and tax take from the same catch volume
— reduced benthic impacts of fishing from reduced fleet size

— reduced protected species impacts from reduced fleet size

— improved health and safety outcomes

—  built to adopt world-leading innovation and technology

e atransformational change to the capability and capacity in the marine engineering
sector that links well with other marine-based initiatives and opens the opportunity to
undertake extensive non-fishing related contracts which are currently going offshore
and for fishing-related builds outside the target size range of this initiative.

The proposal has a strong regional development focus while meeting the social, cultural,
and environmental objectives. It is consistent with the WTO agreements and New Zealand'’s
position on subsidies in the fishing industry.

The project will be delivered by “BuildCo” from a purpose-built facility in Whangarei. Three
existing well-established Northland engineering businesses will be the driving force behind
the facility.

Buyers will order their new vessels from a catalogue of pre-approved designs and fit-out
options, selecting; length, fishing configuration, horsepower, electronic packages, etc. This
standardisation will allow BuildCo to achieve production efficiencies, procurement benefits
and through life service agreements.

Background

New Zealand’s inshore coastal waters provide a sustainable, healthy food supply for the
domestic market, high-quality seafood for export and employment for New Zealand’s rural,
provincial and coastal communities.

The current inshore commercial fishing fleet is old, with many vessels operating on
grandfathered approvals because they do not meet current regulatory standards. Most are
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unregulated polluters with high carbon footprints, poor seakeeping capabilities, and crew
live and work in uncomfortable environments.

Because the overall production and associated productivity of the inshore fishery is
constrained by fisheries regulation and biological factors, a pathway to increased economic
returns from inshore fishing therefore requires the adoption of modern, efficient,
environmentally sustainable fishing practices, which in turn require modern vessels to
achieve more fishing days per year or catch and store more fish per trip.

Many vessels in the fleet are owned by single-ship operators with limited financial and
business capacity to replace their vessels with a modern equivalent.

Without government intervention, fewer vessels catching the same number of fish means
that the fleet will probably be concentrated in a few centres and become more
corporatised, as opposed to the currently strong SME and regional presence.

The government’s industry development, regional development and food and fibre
strategies all seek to ensure that the benefits of economic and social growth are spread
across the country. The Government is also committed to supporting a just transition to a
low-carbon, sustainable future.

While New Zealand does have the technical capacity to build new, high-quality fishing
vessels, current practice is for owners to commission one-off, bespoke designs that are
expensive by international standards to implement in New Zealand. Therefore, this
business opportunity is lost to offshore markets, along with any potential socioeconomic
benefit.

The decision for the government is whether allowing market forces to drive a slow and
disruptive transition to a smaller fleet, comprised of more efficient and overseas-built
vessels, fishing out of main centres is in accord with all of its relevant policies or whether
those policies require an intervention that is supported by industry, the regions and local
and central government.

Conditions needed for a viable local ship-building operation

Building a fleet of replacement inshore fishing vessels is viable in New Zealand provided
that:

e Theindustry agrees to operate a ‘sister ship’ fleet with a limited number of highly
flexible vessels being constructed, which would allow the production facility to benefit
from economies of scale.

e Avessel-retirement scheme is established to support a just transition away from the
existing ageing fleet to a smaller, more modern fleet

e Thereis a targeted approach toward the workforce development programmes that are
best placed to support the wider industry opportunity.

Northland Inc has identified a group of business interests in Northland who are prepared to
invest in a facility and has confirmed there is support from the wider seafood sector. This
group would form a new entity (BuildCo) to further their participation in the project.




PROACTIVELY RELEASED

The Crown’s commitment

This business case outlines the high-level elements of the case for the Crown to support the
seafood sector to have a new inshore fishing fleet built in New Zealand. The proposal is a
viable way of implementing existing government, regional, industry, just transition and food
and fibre policies.

Work to date suggests that about ™ would be required to build the facility. Ideally, this
would come from private investors, but Crown support may be required during the start-up
phase. Crown funding of about $46m over ten years would support aspects of the project
that do not have purely financial objectives (like a just transition to a low carbon economy
and regional economic and skills development).

The way forward

The next steps are:

e  The government guarantees to purchase the first three vessels off the production line to
give the facility the confidence to invest in the required plant, equipment, and skilled staff
and to provide the industry with the confidence that the facility can produce high-quality
vessels on time and to budget

e The government supports a just transition away from the existing ageing fleet to a
smaller, more modern fleet, which would likely involve a vessel-retirement scheme

e The government provides funding from existing or new workforce development
programmes to flow in appropriate amounts to the facility or an organisation that is best
placed to support the wider industry opportunity.
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Introduction

Inshore Innovation is a project championed by Northland Inc, the regional economic
development agency for Northland, supported by Provincial Growth Funding (PGF). Funding
from Kanoa, through the PGF, was advanced to allow the development of a business case
to explore solutions for the New Zealand inshore fishing sector to embark on a New
Zealand built vessel replacement scheme, with a focus on Whangarei as the rebuild
location.

This strategic business case builds upon this opportunity and identifies the scope of the
venture and what actions and next steps are needed to bring it to fruition. The context of
the case is a range of intended overall sustainable development aspirations and the related
stated Government policies that envisage the Crown providing financial and other support
for the development of regional economic activity that might not occur, at least not at the
same scale and timeliness, without direct and indirect Government support.

Before the development of this business case, there was a series of studies and
engagements with both the public and private sectors that have focused on assessing the
viability of a competitive New Zealand-based fishing vessel-building industry and the
sector’s support for a production run of ‘sister ship’ vessels. The focus of this project has
been on a subset of the inshore wild-capture fishing fleet in New Zealand, primarily
consisting of vessels 16m to 24m in length.

A study of the marine engineering sectors' current capability and capacity identified
Whangarei as the most appropriate location, where water side vacant land was available to
develop a purpose-built greenfield facility close to existing support industries. While
Northland-based, manufacturers of components and suppliers could be located throughout
New Zealand, thus bringing benefits to the entire country across all aspects of the
Government’s well-being framework.

As well as studying the specific requirements of a new fleet and the facility required to
build it, Inshore Innovation has also identified a group of business interests in Northland
who are prepared to invest in a facility, provided there is sufficient support from the wider
seafood sector and the Government. Collectively these interventions will sustain and
improve outcomes for two key predominantly regional-based sectors.

Without Government participation, this initiative, for a variety of reasons, is likely to be
challenged in moving forward and inevitably, a smaller number of new vessels will be built
overseas with no benefit captured on New Zealand shores. Ultimately, the question for the
Crown is whether it wishes to create an enabling environment for a commercial fishing
vessel construction facility in Northland that will facilitate rebuilding the current ageing
inshore fishing fleet.

While knowing exactly what would happen without Government intervention is uncertain,
we envisage that the transition to a smaller, foreign-built fleet will be disruptive. This is
especially the case in small communities. The inshore fishing industry will continue, but it
will probably be concentrated in main centres, with more corporate ownership. The
opportunity for smaller iwi to participate in the industry directly may be lost.
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Initial indications are that private sector investment of about ™= would be required to
build the facility, with Crown funding a variety of enabling factors with a value of about
S46m over ten years to support different aspects of the project.

Table 1 Required investment and interventions

Investor Focus area Amount?!
Private owner Infrastructure for a new facility se
Central Government Purchase of first three vessels for ~ Up to $18m

use by Government programs

Central Government Training facility $3m set-up
Core Programs Support for skills training $7.65m (over ten years)

As part of current workforce
development programs

Central Government Support through a Vessel $17.5m (over ten years, $500,000
retirement scheme per vessel)

Source: Inshore Innovation

If Ministers accept this strategic case, then the group of potential investors in the facility
will proceed, with officials from relevant agencies, in collaboration with the New Zealand
seafood industry, to progress the case for establishing a New Zealand-based capability to
construct inshore fishing vessels in Northland for the benefit of the entire sector and NZ

Inc.

Background

2.1

1

Project background

The Inshore Innovation project is the development of a business case funded by Kanoa-RDU
and Northland Inc. The business case was broken down into a series of studies and
engagements with both the public and private sectors, which focused on
assessing/determining the viability of a competitive New Zealand-based fishing vessel-
building industry and the sectors' support for a production run of “sister ship” vessels.

Importantly, the business case embraces key contributions across all aspects of the
domains of well-being. Social aspects cover incomes and employment, economic includes
sustainable increases in GDP at a sectoral and regional level, and there are very specific and
relevant environmental attractions, with particular relevance to equality and ongoing
support for diversity.

Studies indicate that the 169 fishing vessels in this fleet (16-24m) have an average vessel
age of 39 years. These aged fishing vessels face increasing pressure from high operating
costs, low serviceability, outdated emission standards and wide-ranging obsolescence.

Modelling by specialist marine consultants Bureau Veritas shows 68 new vessels, built to
modern standards, could replace 169 aged vessels in this subset of the current inshore

All these figures are indicative and subject to confirmation through the proposed engagement process.
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fleet. This reduced fleet size and deployment of the latest technologies bring many
advantages to meeting the Government’s de-carbonisation, environmental, safety and
sustainable oceans agenda. Post-establishment, it will also provide regional centres with
significant wide-ranging benefits linked to a new self-sustaining industry in shipbuilding and
a more profitable inshore fishing sector.

If the obsolescence of the inshore fleet is not addressed, over the next decade, the New
Zealand inshore fishing fleet will continually shrink, jeopardising the whole inshore seafood
sector and undermining the value of the Treaty Settlement fisheries assets.

Kanoa—RDU'’s interests are in “on shore” regional growth and employment via the Regional
Strategic Provincial Fund. It is strongly positioned to support the provision of a shipyard
that could build the vessels, but also with national and regional specialists contributing.

The project has a range of benefits that align with the Government’s policy imperatives and
different agencies agendas and procurement needs (including the Ministry of Business,
Innovation and Employment in respect of national and regional economic development and
the just transition to a low-carbon future and the Ministry for Primary Industries in respect
of food and fibre policy, including the development of fisheries strategy).

Inshore fishing sector

New Zealand’s inshore coastal waters provide a sustainable, healthy food supply for the
domestic market, high-quality seafood for export and employment at sea and on shore for
a range of New Zealand’s rural and coastal communities with limited job prospects.

Inshore fishing is mostly carried out in New Zealand’s territorial sea, which extends 12
nautical miles (about 22 kilometres) from the coast of New Zealand. Species covered by
these fisheries include snapper, blue cod, flatfish, gurnard, tarakihi, and trevally. Inshore
fish species are consumed locally and earn export receipts of around $500m annually.

The sector's contribution to the country and those communities encompasses all of what is
regarded as well-being aspirations, including social, economic, environmental and cultural
objectives. Figure 1 shows the location of commercial fishing operations around New
Zealand, and it highlights that this industry is particularly important to regional New
Zealand, where the seafood sector is an important source of employment and community
revenue.

The sector is currently challenged by an ageing fleet that is not fit for purpose and is largely
non-compliant with more recent industry regulation and not reflective of best practice
standards. Ultimately, from an economic benefit perspective, it would be ideal to rebuild
the existing fleet in New Zealand and capture the benefits regionally as opposed to any
rebuild activity being sent offshore.
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Figure 1 Location of commercial fishing around the coast
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Northland manufacturing sector opportunity

With its extensive coastline and rich maritime past, Northland is nationally and
internationally regarded as a marine hub for its world-class super yacht building and
commercial vessel repair capabilities. In recent years, the manufacturing and construction
sectors have also become important contributors to the Northland economy, playing a
critical role in the structure, diversity and resilience of both the Northland and Whangarei
economies.

In Northland, manufacturing contributes almost 20% to its GDP, with a large proportion of
this (6%-7%) historically being produced by Refining NZ. Refining NZ was also one of the
biggest employers offering higher-than-average salaries for all staff. With its transition to
becoming an import terminal, 240 highly skilled jobs and up to a further 564 related
manufacturing jobs? were lost. A proportion of these positions have transferable skillsets
that complement the marine manufacturing sector. Overall, this scale back heightens
Northland’s underutilised workforce and low availability of productive and highly paid and
skilled jobs.

Polis Consulting Group. (2022). Socioeconomic Impacts of Northport.

10
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Inshore Innovation provides an opportunity to expand the contribution that marine
manufacturing makes, while creating new business, employment and export opportunities
for the region and thus further developing Northland’s capability in the sector.

This is especially relevant given that Northland has a comparative advantage in activities
related to this sector. There is also further investment forecasted to occur in the coming
years in other key complementary projects that will help to drive growth and sustain
employment in the sector. In particular, Northport’s drydock/shipyard, which will be a
floating drydock capable of servicing 200m long ships. This opportunity is currently being
investigated further by the Ministry of Transport and the development of a business case.

3 The Strategic Case for a New Zealand-built inshore fishing
fleet

3.1 Key factors for intervention
The opportunity exists to underpin and extend the sustainable potential of the inshore
fisheries sector, supporting its broad contribution across a range of communities within
New Zealand while bolstering and fully utilising the skills, capacity and ability from a
Northland-based initiative, significantly supporting that local economy.

3.1.1 An ageing fleet

In terms of the fishing vessels that service the inshore fishery, a report undertaken by
Bureau Veritas® found that 82 percent of the inshore fishing fleet was built between 1940
and 2000 (as shown in Figure 2) and are largely non-compliant with more recent industry
regulation and not reflective of best practice standards. The review assessed information
about currently registered vessels and input from the New Zealand fishing industry and was
compared to guidance from the New Zealand Ministry for the Environment, the US
Environmental Protection Agency, the International Maritime Organization and United
Nations environmental panels. Due to their age, these fishing vessels employ outdated and,
in some cases, vintage technology. The result is that safety, seakeeping attributes, fishing
capability, habitability, and pollution standards are all far below what is acceptable in 2022.
Many vessels operate on grandfathered regulatory approvals, meaning they do not comply
with current requirements.

3 A copy of the report is in Appendix A.
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Figure 2 The existing fleet is ageing
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Inevitably, the oldest and most out-of-date vessels will be retired, and the timing of this
depends on many factors, but the possible tightening of standards or removal of
grandfathering and the availability, suitability and cost of any replacement vessels will be
important drivers.

If these vessels are proactively replaced with new builds which meet current regulatory and
environmental requirements, they will also be more efficient (higher catch per vessel and
thus earnings per crew member?), have lower whole-of-life operating costs and have a
smaller environmental footprint. Compared to an existing vessel of the same length, a
modern vessel:

° has 40 percent more fish hold capacity

° uses 24 percent less fuel per kilometre

° has much improved work-station ergonomics

° is safer and more habitable, providing a physically and mentally healthier working

environment for the crew

° designed with the built-in capability to be upgraded to produce zero emissions at the
15 to 20yr refit, as battery technology matures.

On a pure equivalent catch basis, 169 aged vessels could be replaced with as few as 69 new
vessels. Operational and geographical considerations mean, however, that a new fleet
would probably be closer to 100 vessels.

3.1.2 New Zealand-built vessel price comparison
Discussions and industry surveys undertaken with local vessel operators thinking of
replacing vessels have confirmed that while they would see advantages in buying a vessel

4 Nearly all pay in inshore fisheries is based on catch-share agreements, which means a fisher’s income is dependent on their position

on the vessel, experience and the volume, quality and ultimate selling price of the catch.
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built in New Zealand (New Zealand regulatory approvals are already in place, high quality
product, easier access to the facility during the design, commissioning and build phases,
lower through-life cost of maintenance), sourcing new vessels from Asian shipyards is the
lowest purchase price option. European-backed Asian shipyards, the current most viable
alternative, are the least risky option for the New Zealand fishing sector when considering
replacement options. Given the current financial restraints faced by many in the industry,
replacement decisions are primarily driven by the upfront cost of replacement, as opposed
to the longer-term return.

Analysis by PwC has confirmed this view, as set out in Table 3.

Their methodology involved desk-based analysis of the whole-of-life revenue and capital
and operating expenditure of various options.

The four options were:
e aone-off build at a New Zealand yard

e  construction of a European-designed vessel in a high-quality European-backed Asian
shipyard (e.g. Vietnam)

e avessel designed and built in a low-cost Asian shipyard
e  purchase of a second-hand vessel from Europe.

The vessels built in New Zealand or a European-backed Asian shipyard are of similar quality
and, thus, over their life, produce a greater yield at a lower cost per day at sea. Table 2
provides some examples of the differences.

Table 2 Input assumptions

Assumption One-off build in NZ  European-backed Asian yard 2" hand European
Asia yard vessel

Days at sea 250 240 230 220

Gross revenue per 16,000 16,000 15,000 13,000

sea day

Crew cost as a 17% 17% 17% 19%

percentage of

catch

Fuel per day atsea 1.2 1.2 1.2 1.5

(tonnes)

Catch quality 110% 110% 105% 103%

compared to
existing vessels

Gross revenue 4,400,000 4,224,000 3,622,500 2,945,800

Source: PwC

13
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Table 3 PwC’s cost analysis

NZ Dollars
One-off build in European-backed  Asian yard 2" hand
Nz Asia yard European vessel
Initial capital cost 6,161,616 5,496,809 4,546,932 2,911,345
Total through-life 1,500,000 1,500,000 3,470,000 3,630,000

capital costs

Time until vessel 1.7 2.3 2.7 2.0
operational (years)

Gross annual revenue 4,669,315 4,572,193 3,921,110 2,670,848

Through-life R&M (5,970,313) (6,004,167) (7,491,667) (9,187,500)
costs

Through-life net cash 148,612,758 144,803,539 120,762,073 87,302,859
flow (undiscounted)

Through-life net cash $21,062,306 $19,329,970 $15,458,358 $11,837,974
flow, discounted at
10 percent

Notes
1 Initial capital cost is the purchase costs plus all other costs up to delivery to the owner in New Zealand.

2 Total through-life capital costs are the sum of equipment and structural modifications undertaken through
the life of the vessel.

3 Gross annual revenue is calculated on a combination of the efficiency of the vessel and the days at sea, which
is in turn, a product of reliability of the vessel.

4 Through-life R&M costs represent the total of expenditure on maintenance.
5 Through-life cash flow is the summation of all the cost and revenues. For this presentation, we show
undiscounted and discounted amounts using a 10 percent rate.

Source: PwC 2020

A one-off local build is the highest purchase outlay of the options in terms of up-front costs.
This is partly due to the current lack of economies of scale at local shipyards. From an
economic sense, the price gap between a New Zealand build and a European-backed Asian
yard is about 12%, at the point of delivery to the owner in New Zealand. From a pure price
at contract signing perspective, the New Zealand one-off is 20% more expensive than the
European-backed Asian yard. While for the cheapest Asian yard, it is about 35% cheaper.

Recognising the quality of initial design and build, vessels constructed in New Zealand and
in a European-backed Asian yard have similar through-life capital costs. R&M costs for New
Zealand builds and European-backed vessels are also similar. Vessels built in the cheapest
Asian yards and second-hand vessels require more maintenance throughout their lives.

New Zealand-built vessels have a range of benefits, including:

° A time-to-build advantage, which is due to the closer location: it is easier and
cheaper for the owner to visit the yard and make required decisions.

° Potential to earn more gross revenue due to achieving more sea days through
greater local support from the builder and equipment suppliers.
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° Increased fit-for-purpose offering that takes into account both the regulatory and
legislative environment in New Zealand and other factors required for industry
compliance

Putting the components of the analysis together, one-off New Zealand-built vessels have
some higher outlay initially, but on a whole-of-life basis, have a slight commercial
advantage over a European-designed vessel built in Asia, due to being more reliable and
productive. Vessels built in the cheapest Asia yards will always be less expensive but will
also produce lower lifetime revenues. Second-hand vessels have a lower upfront cost, but
because they are essentially using old technology, they do not have the efficiency gains of
newly built vessels.

In terms of whole-of-life costs and revenue-earning capacity, New Zealand-built vessels do
have a slight commercial advantage, but it remains challenging for the industry to pursue
this option due to the higher up-front cost and lengthy payback period, which is further
challenged by perceived uncertainty in the wider operating environment of the seafood
sector.

Because the options have very different capital outlays and revenue patterns, another way
to compare the alternatives is to use the Internal Rate of Return (IRR) method.® The results
of the calculations for the four options are in Table 4. It shows the slight commercial
advantage of a locally built vessel.

Table 4 Internal rates of return

One-off build in NZ European-backed Asia  Asian yard 2"d hand European

yard vessel

IRR 47% 41% 38% 46%

Source: NZIER

3.1.3 The capability exists in New Zealand

Current New Zealand shipyards have the technical capacity to build modern vessels of a size
suitable for inshore fishing in New Zealand waters. A study by Bureau Veritas across 13 New
Zealand shipyards revealed that currently, 21 vessels have either been built or upgraded to
international standards over the last ten years. The same survey found that New Zealand
shipyards, especially those based in Northland, have the technical capacity to maintain and
support a fleet of modern inshore fishing vessels to the required international standards.

Details of the study are in Appendix B.

What is currently required is a single facility with the capacity to build a fleet of new vessels
over a short period at internationally competitive prices (either initially or through-life
costs). Building 100 new vessels over 15-20 years would still be a modest operation by
world standards. To be viable, the facility needs to take advantage of economies of scale. It

5 The Internal Rate of Return or IRR method is a way of comparing proposals with different cash flows. It calculates the interest rate
required for a project to just break even over its lifetime (that is, have a zero net present value, where discounted expenditure
equals discount revenue). The general investment rule is the higher the IRR, the more attractive a proposal.
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would need to concentrate on building a limited number of vessel designs that can be
configured using modular, interchangeable fishing methods.

Several models of multiple-purpose vessels with modular capabilities could undertake 95
percent of all current fishing activities. The industry also recognises and accepts the
benefits that flow from the ownership of sister vessels.

Locating the facility in regional New Zealand, as opposed to a main centre like Auckland or
Lyttleton would be consistent with the Government’s economic development strategy,
which seeks to see the benefits of economic growth distributed widely across New Zealand,
with high-paying, sustainable employment opportunities being available to people
regardless of where they live. The Government has demonstrated a willingness to provide
financial assistance to regional businesses that would otherwise not be able to expand
beyond niche operations.

Northland has a particular advantage in ship building, given its track record of delivering
high-end vessels to a range of end-users in the commercial, government and defence
sectors. The largest vessels built in New Zealand have mostly been built in Northland. There
is also a real opportunity to capitalise on this and further deepen the capability of the
sector in Northland by pursuing larger, higher-value projects.

The project’s vision

The project will be delivered by BuildCo from a purpose-built facility in Whangarei. Three
existing well-established Northland businesses have developed a Memorandum of
Understanding (MOU) and will be the driving force behind BuildCo. Appendix C contains a
copy of the MOU and associated documents, which outline their intent and provides an
overview of their current operations and capability.

Buyers will order their new vessels from a catalogue of pre-approved designs and fit-out
options, selecting; length, fishing configuration, horsepower, electronic packages, etc. This
standardisation will allow BuildCo the achieve production efficiencies, procurement
benefits and through life service agreements. Customisation will come at a cost.

Conditions for project success

We have identified the following conditions that would need to be present for the fleet to
be built in regional New Zealand:

e The industry would need to agree to operate a ‘sister ship’ fleet with a limited range of
highly flexible vessels being constructed, allowing the facility to benefit from
economies of scale in the build and procurement.

e The Government would need to facilitate the purchase of the first three vessels off the
production line for use in existing (e.g. Pacific Aid and Training) programs to give the
facility the confidence to invest in the required plant, equipment, and skilled staff and
to give industry the confidence that the facility can produce high-quality vessels on
time and to budget.®

Potential uses of these vessels include: a dedicated Seafood training vessel; donation, as part of development assistance, to a Pacific

Island state; an inshore research vessel.
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e The Government would need to support a just transition away from the existing ageing
fleet to a smaller, more modern and efficient fleet, including operating a vessel-
retirement scheme.

e The Government may need to financially underwrite the facility's operations until it
becomes viable.

e  The Government would need to provide workforce development programmes or
initiatives that support the marine manufacturing sector and are appropriately
resourced within the region. This could be done with funding from existing or new
workforce development programmes.

Initial work by the Inshore Innovation project has identified the high-level parameters for a
successful regional fishing fleet facility. The next step is for the Crown to signal its in-
principle agreement to the commercial parties interested in building the facility.

Contribution to existing strategies

There are four inter-connected objectives of this proposal to sustain and increase the
contribution to New Zealand from a critically important sub-sector:

e Reinvigorating the inshore fishing fleet by encouraging the retirement of old vessels
that do not align with current industry standards

e  Ajusttransition to a smaller fleet of modern inshore fishing vessels’
e  Building that fleet in New Zealand
e  Building that fleet in regional New Zealand.

Each of these objectives is consistent with various existing Government and regional
policies. Specific policies and programmes that support the development of this project are
setoutin

The government is committed to a programme of just transitions to low carbon future. The Ministry of Business, Innovation and
Employment describes a just transition in New Zealand has: ‘A key focus of a Just Transition in New Zealand is to ensure that regions
are activated and supported to plan and manage the social, economic, and environmental impacts of a transition. A successful
transition is where regions can identify and then act upon new opportunities and manage the impacts in a way that is fair and just’.
For more details, see https://www.mbie.govt.nz/business-and-employment/economic-development/just-transition/.
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Table 5 Existing policies and plans

Policy

Regional development policy

Objective

The Government wants to make

regions’ economies stronger and more
resilient to improve the economic
prospects, wellbeing and living
standards of all New Zealanders. It is
investing in a range of programmes to
achieve these objectives.

Relevance to Inshore Innovation

Inshore fishing is largely based in
the regions and while the
proposal is to concentrate
building a new fleet in Northland,
the benefits from building and
operating these new vessels will
be spread throughout regional
New Zealand.

Tai Tokerau Northland
Economic Action Plan

This plan was developed by the region
in conjunction with the Ministry for

Primary Industries and the Ministry for
Business, Innovation and Employment.
The plan, which was originally released
in 2016 and is in the process of being
delivered, identified key opportunities
and projects that, if
implemented/bought to fruition,
would have a transformational impact
on economic growth in Northland.

One of the workstreams of the
plan is “High Value
Manufacturing” and the projects
within this workstream, of which
Inshore Innovation fits within one
of the projects, aims to enhance
marine manufacturing and refit
capacity in the region and support
the marine sector in pursuing
growth opportunities.

Economic Plan

The priorities of the Economic Plan

are:

growing and sharing New Zealand’s
prosperity

supporting thriving and sustainable
regions

transitioning to a clean, green and
carbon-neutral New Zealand

delivering responsible governance
with a broader measure of success

All of these priorities will be
achieved by the proposal.

Industry policy — refined
approach

Transforming industries to lift
aggregate productivity and enable the

scaling up of highly productive and
internationally competitive clusters in
areas where we have a comparative
advantage.

New Zealand has the technical
capability to build high-quality
fishing vessels but lacks the
capacity to build at scale. The
Northland marine sector has a
comparative advantage. It is well
established and has strong
foundations to enable it to
capitalise on growth
opportunities.

Just transitions

A Just Transition in New Zealand is a

strategy to move a region toward a
low-carbon future. It is about a region
leading their own transition to ensure
that the impacts and opportunities
that may arise from the transition are
more evenly distributed.

The Just Transitions Partnership Team
has recently started engaging with the
region due to the closure of the
Refinery, which has consistently

The inshore fishing fleet is current
made up of old, high-carbon
footprint vessels. While bringing
benefits in terms of supporting
more sustainable fishing
techniques at the national level,
the impact of retiring those
vessels will fall on small fishing
communities and single-vessel
fishers who do not have the
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Policy Objective Relevance to Inshore Innovation
contributed about 7% annually to financial capacity to purchase a
Northland’s GDP and was a large new modern craft.
employer of highly skilled people. In Northland, Manufacturing plays

a critical role in the structure,
diversity and resiliency of the
economy, especially in the
Whangarei District. With the
recent shift in the Refinery’s
activities to a storage-only facility,
a large amount of highly skilled,
highly paid jobs have been lost, as
well as a key GDP stream. The
marine sector could be well
placed through the Inshore
Innovation project to minimise
any negative impacts and turn this
challenge into an opportunity.

Fit for a Better World (2020) 10-year targets for the food and fibre A reinvigorated inshore fishing

sector to pave the way for New fleet will help the sector increase
Zealand’s economic recovery. Largely the value of fishing and directly
focused on three key themes of: addresses the key themes that

1. Productivity underpin the roadmap.

2. Sustainability
3. Inclusivity

Advanced Manufacturing The advanced manufacturing sector's Building modern inshore fishing
Industry Transformation Plan  long-term vision is: vessels is quintessentially

A thriving Aotearoa New Zealand advanced manufacturing.

advanced manufacturing sector of
world-class creators, innovators and
makers delivering quality products,
sustainable solutions and
intergenerational wellbeing.

Seafood Industry The concept of an Industry The project contributes to all of

Transformation Plan Transformation Plan seeks to the sector's potential and
acknowledge the full scope of sector aspirations with modern vessels,
contribution across the whole of including having a lower
community wellbeing, including environmental footprint, reducing
reducing the environmental impacts of  reliance on migrant labour,
fishing and increasing the value improving health and safety
received from fisheries. outcomes, incorporating world-

leading technology and
innovation, supporting SMEs and
delivering higher-quality catch
through, for example, using
modern fishing techniques.

Source: NZIER

Investment objective one: a reinvigorated fleet

About three-quarters of the current target fleet can be regarded as obsolete, based upon a
comparative analysis undertaken by Bureau Veritas (Appendix A).

Bureau Veritas found that only 18 percent of the New Zealand inshore fishing fleet can be
considered modern, with 38 percent of the fleet being built between 1940 and 1980. These
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‘vintage’ design vessels exhibit deficiencies across all aspects of seakeeping, including
fishing capability and productivity, crew wellbeing and safety, and pollution standards. A
further 44 percent of the fleet is ‘outdated’, having been built 20 to 40 years ago, and
almost 90 percent of the main auxiliary engines pre-date mandatory Green House Gas
(GHG) targets and are, therefore, unregulated polluters.

Compared to more modern vessel designs, the existing fleet has smaller fishhold capacity
(meaning they have to undertake more trips to harvest the same number of fish that can be
stowed on a modern vessel), are less fuel efficient and have higher carbon footprints.

The vessels in the current fleet are mostly designed to use only one or two fishing
techniqgues and are not easily adaptable. Modern vessels will be built to a multirole design,
meaning they can change methods and target species during the fishing year and/or
throughout their economic life. This leads to greater flexibility, improved productivity and
higher resale values.

Figure 3 Fishing methods on each vessel
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Source: Bureau Veritas

Because the number of fish caught in New Zealand waters is constrained by the Quota
Management System, which in turn is driven by biological factors, the sector cannot
increase returns by increasing overall production. Nor is product differentiation between
fishers possible (a snapper is a snapper). It is possible, however, to differentiate a New
Zealand caught snapper from one harvested elsewhere. Quality can be improved through
innovative fishing techniques and improved onboard handling and storage.

The pathway to increased economic return from inshore fishing is not volume; therefore, it
will require adopting modern, efficient, environmentally sustainable fishing practices that
require modern vessels.

The sector currently relies on the Government, through Maritime New Zealand, the
regulator of vessels plying New Zealand seas, to maintain the grandfathering provisions. At
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any time, domestic or international policy changes could significantly impact the speed at
which vintage and outdated vessels are forced to retire. Being pro-active provides the
opportunity to influence what the new fleet looks like.

Investment objective two: a just transition to a smaller fleet

Because modern vessels have a larger capacity and are more efficient than vintage and
outdated vessels, a reinvigorated fleet will be smaller than the current one.

Based upon an equivalent catch-ratio basis, it was determined that the 169 vessels in the
current target fleet could be replaced with as few as 69 new vessels and still harvest the
same volume of fish, whilst improving utilisation rates®.

However, due to the geographic spread of catching and seasonality requirements of
different inshore species, it is likely that the long-term number of vessels would be closer to
100.

Most of the current fleet is owned by single-vessel operators. Figure 4 shows that 115
vessels (68 per cent) are owned by single vessel operators. At the other end of the
spectrum, one operator has eight vessels and two have five vessels.

Figure 4 Most vessels are owned by single-ship operators
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Source: Fishserve data

Many of these owners fish out of regional centres, where fishing is often a mainstay of their
small communities. Figure 5 shows the number of vessels by the base port in each region.
Just over 100 vessels are based in the South Island and Stewart Island, with the remaining
60 in the north.

Bureau Veritas. (2021). Technical Report- Aged Fleet Analysis.
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Figure 5 The current fleet is mostly regionally-based
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Source: Fishserve data

A few larger vessel owners fish their own quota, meaning they have an ongoing right to fish
(subject to the commercial catch limits specified by the Minister), while many smaller
owners pay a quota owner for an Annual Catch Entitlement (ACE)®, often through an agent
or a Licensed Receiver of Fish®®. There are also large quota owners and most iwi that rely
completely on ACE fishers to catch their fish. The livelihood of these ACE fishers depends on
their ability to secure ACE at an economically viable price. The livelihood of many quota
owners relies on there being ACE fishers available to lease their ACE and/or catch their fish.

Due to demand for ACE exceeding supply, quota owners have traditionally been able to
enter into favourable contracts that allowed them to meet the return expectations on the
quota value. This has resulted in a high ACE fisher cost structure and low profitability that
was insufficient to support reinvestment in capital equipment upgrades. This situation has
become progressively worse over the last decade or more as compliance costs increased,
and vessels aged, becoming more expensive to maintain and less reliable.

An efficient, modern fleet will be smaller than the current fleet and require a level of
consolidation within the industry. This will affect the balance of supply and demand
between ACE fishers and quota owners, depending on the degree of consolidation and the
improved profitability expected from new vessels.

This consolidation will bring benefits to the sector, including:
° better catch plans for the remaining vessels
° higher earnings for crew
A quota is an enduring right to fish a percentage share of the Total Allowable Commercial Catch of a species in a specified area. ACE

is an annual entitlement to fish a volume of fish. Each year Fisheries New Zealand issues an ACE to each quota owner, which is the
amount they can fish in the fishing year. Quota owners can either fish their ACE themselves or sell or transfer it to someone else.

These are know as ‘ACE Fishers’.
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° less reliance on migrant labour due to a lower total crew requirement?!!
° reduced environmental impact
° improved habitability for crew.

Large quota owners who own multiple vessels will be able to reduce the size of their fleets
and continue to fish their quota. The timing of this consolidation will be a commercial one,
based on the cost of replacement vessels and the owner's financial strength.

It is highly unlikely that the owners of outdated and vintage vessels who do not own quota
will have the financial wherewithal and business acumen to purchase new vessels without
the support of quota owners and/or the government. A just transition is possible for these
fishers, which would allow them to either consolidate with others or exit the industry. They
will exit the industry when their vessels finally become obsolete (which may occur as a
result of the tightening of regulatory requirements).

The decision for the Government, therefore, is whether allowing market forces to drive a
slow and disruptive transition to a smaller fleet, comprised of more efficient and overseas-
built vessels, fishing out of main centres is in accord with all of its relevant policy or
whether those policies require an intervention that is supported by industry, the regions
and local and central government.

3.6 Investment objective three: building that fleet in New Zealand

New Zealand already has a vibrant commercial white boat (commercial non-military) ship-
building sector. That sector has the technical capacity to build international-class vessels
that reach the global productivity frontier.

Building a fleet of new fishing vessels will bring economic advantages to New Zealand,
especially compared with the alternative of ships being built overseas. Not only will the
inshore fishing fleet be built here, the capacity to build high-quality work boats at
competitive prices will also be developed. While it is unlikely that a New Zealand facility
would ever be able to compete on ex-yard build price alone with Asian shipyards, it
provides multiple other benefits and may be able to supply other markets.

Most existing builds in New Zealand are one-off, bespoke designs. New Zealand shipyards
are certainly capable of building modern commercial fishing vessels. But what New Zealand
lacks is the capacity to build a fleet of new vessels over short time frame. Current yards
simply do not have the capacity to build multiple vessels at once.

There are economies of scale in ship building, in terms of physical capacity (shipyards), but
also design capacity, procurement and skills. Building more of the same type of ship year on
year reduces the average build cost.

One significant source of economies of scale for any local rebuilding project is the concept
of a fleet of ‘sister ships’. Rather than use the current approach of individual owners
commissioning a bespoke vessel, a sister ship fleet would involve a shipyard offering a
limited number of designs, albeit of a multirole variety that could be adapted to many
different fishing techniques.

1 The recent Ministerial Inquiry into the use and allocation of migrant labour in the seafood sector noted a trend towards inshore
fishers hiring migrant labour (Wilson, Fry, and Johansson 2021, 13).
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To be viable, a sister ship fleet would need the buy-in of the potential owners that they are
prepared to own vessels of a common design.

This will come about from the shipyard being able to convince its potential customers that
it is a cost-effective, viable long-term proposition, that it can deliver a quality product for a
value-for-money price and that agreeing to use sister ships is in their commercial interests.

Investment objective four: Building that fleet in Northland

The government’s regional development and just transitions policies recognise that there
are wider national advantages to having thriving regions.

Very limited scale shipbuilding (in terms of the number of vessels and the size of those
vessels) is a feature of many regional centres in New Zealand, and that would likely
continue even if this scheme went ahead.

While not committed to regional development at any cost, the Government has in place
several initiatives that involve providing financial and other assistance for regions to reach
their full potential.

Building a single facility (to capture the full economies of scale on offer) in a regional centre
would be consistent with the government’s policy objectives, provided it is supported by a
full range of policy objectives and the domains of the Living Standards Framework.

Northland is an established ship-building centre that has delivered high-end vessels to a
range of end-users in the commercial, government and defence sectors. Joint work
programmes with Central Government, such as the Tai Tokerau Northland Economic
Growth Study, which preceded the Action Plan, have shown that the region has a strong
comparative advantage in marine manufacturing, with a very high concentration of
employment relative to New Zealand as a whole in shipbuilding and repair and boat-
building and repair services. There are opportunities to build on this existing advantage.

The region through initiatives such as the Tai Tokerau Northland Economic Action Plan and
pursuing the development of the drydock is also invested in growing the marine
manufacturing sector as it has the potential to provide more productive and highly paid/
skilled jobs. As identified earlier, manufacturing plays a critical role in the structure,
diversity and resilience of both the Northland and Whangarei economies.

If this facility is successful, it is unlikely to meet total maritime demand, and there could be
justification for a second facility to be built elsewhere in New Zealand.

Existing arrangements & business needs

The transition to a smaller, more efficient fleet is inevitable: eventually, the current vessels
will become either uneconomic, unseaworthy or will have grandfathered regulatory
approvals removed.

What is not inevitable is the pace of that transition and its effects on vessel owners, crew,
the communities from which they fish and the country as a whole.

The government, as regulator and as developer of industry, regional economic
development, environmental and workplace health and safety policies, has a key role to
play in the timing and type of transition. Inshore Innovation provides an opportunity to
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carefully manage and minimise any adverse effects of an uncontrolled transition, while
maximising the benefits to two key regional sectors.

Table 6 Investment objectives and existing arrangements

Investment Objective One A reinvigorated fleet

Existing arrangements For vessel owners with sufficient capital, commissioning a new
vessel from a European-backed Asian shipyard would be in their
short-term financial interests. Whole-of-life costs would,
however, include either returning the vessel to that yard for
maintenance or using local providers who would not have
economies of scale or great familiarity with the vessel. There
would be no commonality of spares and institutional knowledge
readily available in New Zealand.

Small-scale operators with the oldest vessels will continue to
operate until either the vessels become completely obsolete or
regulatory approval is withdrawn. The deteriorating financial
performance during this period could lead to less than desirable
behaviours as they struggle to survive. Health and safety and
environmental risks (including carbon footprints) would continue
to mount with age and financial pressure. New Zealand’s image as
a world leader of sustainably sourced high-quality seafood would
be undermined.

Business Needs A programme for the timely retirement and scrapping of vessels
that no longer meet modern standards across economic,
sustainability, and safety dimensions.

Investment Objective Two A just transition to a smaller fleet

Existing Arrangements Most of the current fleet, especially the outdated and vintage
vessels, will not be replaced if Investment Objective 1 is not
achieved.

These vessels tend to be operated by sole-traders and ply out of
small regional ports.

Business Needs A just transition that both allows the least viable operators to exit
ownership (some of whom may gain employment on new vessels,
but maybe as co-owners) and retains new vessels in smaller
regional centres.

Investment Objective Three Building that fleet in New Zealand

Existing Arrangements Some current shipyards have the capacity to build modern fishing
vessels, but lack economies of scale to be price competitive, even
on a whole-of-life basis, where the vessels return to the shipyard
at which it was built for routine maintenance and major refits.

Business Needs A commitment by vessel owners to operate a fleet of sister ships,
that can be built in New Zealand over a short period of time.

This would allow one initial facility to be commissioned that could
concentrate on building and supporting a limited range of vessel
types that would enable the New Zealand fishing fleet to be
competitive and sustainable.
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Investment Objective One

Investment Objective Four

A reinvigorated fleet

Building that fleet in regional New Zealand

Existing Arrangements

Regional operations are a part of the New Zealand shipbuilding
sector, with viable shipyards in places like Whangarei, Nelson,
Lyttleton and Bluff.

While some of these yards have the technical capability to build
modern inshore fishing vessels, none currently has the capacity to
do so at fleet scale.

Business Needs

The construction of a new, fleet scale shipyard in a regional
centre that can build on the existing support services and be
supported to overcome short term constraints, e.g. workforce
availability.

Source: NZIER

Potential business scope and key service requirements

The potential business scope and key service requirements were identified and assessed by
stakeholders over several meetings conducted by Inshore Innovation.

Service

requirements

Table 7 Scope of the proposal

Minimum Scope

Intermediate Scope

Maximum Scope

Out of Scope

A reinvigorated
fleet

Government lets
regulatory
standards and
commercial
considerations drive
replacement.

Government takes a
pro-active approach
to accelerate
retirement for
oldest vessels.

Government buys-
out owners of
unprofitable
vessels.

Government owns
and operates
commercial vessels.

Just transition

Existing policies
(seafood sector
transition plan). No
specific programme
for the inshore
fishing sector.

Specific, funded,
programme to
underwrite
transition to a new
fleet, financed from
within existing

New funding for
inshore fishing fleet
replacement.

Government owns
and operates
commercial vessels.

allocations.
Ship building Crown support an Government Crown establishesa 100 percent Crown
facility existing facility commits to new venture and ownership and
currently in purchase the first seeks partners to operation of the
operation in three vessels froma  reinvigorate fleet. facility.
Northland. new facility.
Sister ship fleet ~ Shipyard leads Government Transitional and Government

commercial
negotiations to
secure agreement
for building a fleet
of sister ships

commitment to
whole package
contingent on
industry agreeing to
sister ship concept.

other assistance
limited to vessel
owners who agree
to purchase a sister
ship.

regulatory mandate
to limited number
of vessel types via
regulation.

Source: NZIER
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5 Main benefits
Stakeholders identified the following benefits over several meetings conducted by Inshore
Innovation.

5.1 Benefits to consumers
Consumers of food are increasingly looking beyond price and product quality when
choosing what to buy. They are also concerned with the methods used to produce what
they are eating and want information about the supply chain. They are particularly
concerned about the environmental footprint of food production.
Existing and proposed regulation of the seafood sector in New Zealand addresses many of
consumers' concerns when it comes to the sustainability of the catch and the impact on
other parts of the marine environment, like mammals and marine birds.
The actual vessels used to harvest fish are an important part of the supply chain. Being able
to demonstrate that New Zealand fish are caught from modern, safe, low carbon footprint
vessels using precision harvesting techniques will enhance their reputation in global
markets and allow for more value to be captured for the products.

5.2 Benefits to the seafood sector

The conversion of the inshore fishing fleet to modern New Zealand-built vessels strongly
aligns with enabling the sustainability of natural resources and contributes to carbon
reduction goals.

Modernisation of the fleet supports a shift from volume to value and aligns with the
Minister for Oceans and Fisheries’ initiation of an Industry Transformation Plan, which
envisages outlining actions to achieve key aspects of the reform agenda, with a focus on
reducing the environmental impacts of fishing and increasing the value received from
fisheries.

Because the quantity of fish that can be harvested is limited by biology and regulation,
extracting greater value means improving the efficiency of fishing, which in turn is about
improving the quality of fish taken.

A modern fleet will significantly improve working conditions and safety, enhancing
attractiveness, career development and training opportunities in the fishing industries. This
supports the findings of the recent Ministerial inquiry into the use and allocation of migrant
labour in the seafood sector, which made a number of recommendations along these lines
aimed at encouraging more New Zealanders to take up sea-going roles (Wilson, Fry, and
Johansson 2021).

MPI intends to spend $68 million on cameras and tracing of 300 inshore boats by 2024. The
new vessels proposed to be built at the new facility could be built with all necessary camera
and trace technologies, allowing the timing of MPI spend to be co-ordinated to potentially
allow reprioritisation.

MPI and the Industry have invested $41M in developing the world-leading precision
seafood harvesting nets. New inshore boats (regardless of origin) would be capable of
utilising this value-add innovative precision catch system. If vessels were New Zealand-
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sourced, it would likely enable better and faster industry and value chain innovation and
the commercialisation of benefits.

Benefits to Northland

The proposed facility will build on the expertise and experience that currently exists in the
Northland shipbuilding community rather than starting from scratch. When completed and
running, the new facility will provide good jobs in a regional centre. In the initial stages of
development, it will need to recruit trained staff across a range of roles, including design,
customer relations, machining, fabrication assembly of vessels and post-launch
maintenance. Significant numbers of trades are required for a shipyard and numerous
apprenticeships will be available on an annual basis, leading to long-term careers in
disciplines New Zealand is critically short of.

BERL has undertaken an economic impact assessment of the proposal and has estimated
that a ship building facility building 70 vessels over twenty years would:

° Create 1,345 full-time equivalent jobs

° Involve total expenditure of $284 million

° Contribute $122.5 million to the Northland economy
° Increase government revenues by $79.9 million.!2

A copy of their report is in Appendix D.

This analysis was limited to the impact of the ongoing operations of the facility and did not
include any assessment of the effects of more efficient fishing vessels or the short-term
impacts of building the facility. It also ignores the benefits flowing from work outside of the
target fleet of 16m to 24m fishing vessels.

Further analysis, using techniques that assess the full impact of the facility and the flow-on
impacts to the seafood sector, including the impact of the transfer of resources away from
other parts of the local and national economy, could be undertaken to confirm the full
economic benefits.?

It is also important to note that this project, through improving the capability of the sector,
also helps to overcome some of the operating constraints of the Dry Dock opportunity!4,
especially those relating to the workforce.

Other wider benefits

This project also has a wider range of sustainable benefits that closely align with key pillars
of the Treasury’s Living Standards Framework. The major benefits, quantified where
possible, are set out in Table 8.

We note that BERL used a ‘multiplier’ based methodology which probably over-states the impact of the new facility, because this
technique assumes that all the inputs needed are available and have no opportunity cost. This technique does, however, provide an
initial indication of the scale of the likely benefits.

This would likely require undertaking analysis using techniques like Computable General Equilibrium (CGE) modelling.

Polis Consulting Group. (2022). Socioeconomic Impacts of Northport.
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Table 8 Wider benefits of the proposal

Features

Benefits

Social & Cultural

Essential quality food source

Key natural, high-nutritional, highly-regarded product

Disposable incomes for smaller
communities

Sustained and increased remuneration levels

Productive employment

Creation of ~1345 FTE’s local, sub sector ~4282 FTE’s

Health, safety and working
conditions

Significant increase in safety levels on board vessels, e.g. improved
ergonomics, etc.

Supporting ongoing diversity

Specific contribution to Maori

Benefits relating to historic fishery settlements/quota are maximised.
Viable pathway for lwi to enter vessel ownership

Environmental

Emissions Reduction

Investment in Inshore Innovation supports an immediate reduction in Co2
with a view to zero emissions through refitting vessels with electric motors
at 15-20 years

Less benthic and protected
species impacts

Significant improvement through new modern techniques, resulting in
minimisation of by-catch, etc.

Operating efficiencies

24% less fuel used by vessels per km with 140% higher hold capacities and
a lower number of vessels operating

More relevant fishing techniques

Full scope adoption of most modern techniques

Reduced waste

Significant waste reduction high tech catching and handling systems

Investment Structure &
Metrics

Commercially viable

Outlays covered by vessel value and output

Investments coverage

Investment covered by assets created

Higher Return on Investment for
Sectors

Sound ROI’s that are commercially attractive

Benefits in New Zealand
construction

Comparative construction costs to alternative, with other key benefits

Positive relative metrics

New Zealand build rates higher in all related metrics comparison

Other benefits

Range of other direct and flow-on benefits in NZ build

Source: Inshore Innovation

Risk identification and mitigation

The main risks to the project are set out in Table 9.

Table 9 Main risks

Main risk

Comments & Risk Management Strategies (Mitigations)

If the sector does not agree to a
sister ship fleet, building in New
Zealand could be uneconomic.

The sister ship fleet is a key means by which building vessels in New
Zealand can achieve economies of scale, which will to some extent
improve the attractiveness of a local shipyard.

The sector has real life experience of the benefits that flow from
operating sister ships. Their involvement in the standardised design
will be important step for BuildCo.

The government could mitigate this risk by:
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Main risk Comments & Risk Management Strategies (Mitigations)

e making agreement more attractive (for example by increasing any
transition assistance to fishers who agree to retire their vessels
and buy a sister ship)

o signalling to the sector that domestic and international standards
are changing and that increased regulation of existing vessels is
likely within a certain timeframe

o by making the sister ship concept a stronger condition of other
aspects of the package and the entire Seafood Sector Transition
Plan.

If the government does not
agree to support the
application of a just transition,
then obsolete vessels will
remain in use, posing health
a