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1 Situation

The hoki fishery

The hoki fishery in New Zealand fisheries waters is essentially managed as one
fishstock nationally, (HOK1). This has a Total Allowable Catch (TAC) of 91,040
tonnes for the 2007-08 fishing year. HOK1 has a Total Allowable Commercial
Catch (TACC) of 90,000 tonnes. The small remaining balance of the TAC is
distributed as a customary allowance of 20 tonne, recreational allowance of 20 tonne
and other mortality of 1,000 tonne. This excludes the Kermadec Fisheries
Management Area which has a separate TACC of 10 tonne.

Catches in HOK1 have exhibited a declining trend over recent times. As a
consequence the TACC has been systematically reduced from 250,000 tonine in 2001
to its current level.

Hoki spawn occurs from late June to mid-September. The two main spawning areas
are the Hokitika Canyon on the West Coast South Island (WCSI) and Cook Strait.
For stock assessment purposes these have been considered as two separate stock
units, western and eastern.

The biomass of the hoki western stock has been severely stressed. This stock has
displayed an extended period of poor recruitment and year class strengths have
been below average. Recent population. model projections indicated the hoki
western stock biomass would not increase unless recruitment levels improved
beyond what had occurred in recent years or the commercial catch is reduced.
However the 2008 stock assessment is more positive, suggesting the biomass of the
western fishery is likely to increase with the current level of catch.

The western stock has had a catch limit of 40% of the TACC imposed on it since the
2004-05 fishing year. The WCSI spawn fishery had remained New Zealand’s largest
hoki fishery until last year (when slightly more stock was taken from the Chatham
Rise).

The biomass and recruitment level of the eastern stock (including Cook Strait) is not
stressed to the same degree, but is lower than the long term average for his stock.
The biomass of this stock is likely to remain near current levels with current eastern
fishery catches.

The plenary report details that no information is available concerning illegal hoki
catch. While this hoki plenary acknowledges there are a number of potential
sources of fishing mortality in the hoki fishery, they have not been quantified and
are not incorporated into the stock assessment. It details such mortalities include
loss of catch through burst bags in the hoki spawn fishery, mortality through net
escapement (both through escapement panels and net mesh) and dumping of small
fish.
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e The fishery is managed under an ITQ system where there is a limit on the
landing quantity by each fisher.

Provided larger fish are accessible there is a clear financial incentive to land them in
preference to small hoki. Hoki are subject to rapid decline in quality after capture
and must be processed quickly. Larger fish take preference in the production line as
smaller fish take longer to process (i.e. more must be handled to generate each
tonne of product). As larger fish require less effort to process, they conseguently
incur lower costs than smaller fish. The market pays higher prices for large hoki
compared to small hoki. Furthermore, the cost of ACE for hoki has no relationship to
fish size. As large hoki yield a significantly greater return than small hoki, there is
incentive for fishers to conserve ACE (for which there is less availability as a
consequence of TACC reductions) for prime product only.

The smali hoki that are dumped are typically 1 — 3 year old fish. Hoki‘'mature at 3 -5
years, so the small fish being removed from the fishery are not contributing to
recruitment and rebuilding of the stressed stock.

WCSI Factory vessels

The factory vessels fish in that portion of the WCSI hoki spawn fishery that is
beyond 25 nautical miles from land. They operate both day and night in relative
isolation. These circumstances provide ample opportunity, especially for non MFish
observed vessels, to engage in dumping/highgrading of unwanted hoki.

The rate for foreign crewed charter vessels without meal plants onboard to get
green block mealed on land means little or no financial gain is obtained from it. As
there is no incentive for fishers fo land fish that have no or low economic return,
dumping (for quota species) or discarding (for non-quota species) is the preferred
option by fishers for dealing with it.

In 2007 during the spawn fishery, the medium mid water trawl was 3.4 hours in
duration with a medium catch of 9.3 tonne, giving a medium catch of 3.5 tonnes per
hour. Bottom trawling was less successful with a medium tow time of 7 hours and a
medium catch of 3.1 tonne. This was a medium catch of 0.4 tonne per hour. With
fonger tows the quality of the fish is compromised to a greater extent, with potential
for fish-to be rejected as a consequence.

WCSI Inshore vessels

The head of the Hokitika Canyon is where the greatest concentration of spawning
hoki congregate. The head of the Hokitika Canyon is inside 25 nautical miles, being
an area closed to vesse! greater than 46 m in overall length. As such no factory
trawlers participate in this sector of the fishery (although there have previously been
prosecutions for breaches of this closed area). This area is fished by smaller
domestic ‘fresher’ vessels that hold catch on ice for landing at Greymouth, Westport
or Nelson for shore based processing. Only 10% of the WCSI hoki spawn fishery
was taken from inside the 25 mile line in 2007.

4 0f20



Hoki year to date catches by some of the New Zealand deepwater companies are
greater than normal. Some of these companies traditionally make ACE available to
fresher vessels. Because of these catch rates some of the local fleet may not have
the same degree of access to ACE that they have previously relied on. In the
current tight economic environment, such fishers may be encouraged to illegally
dispose of ‘reject’ grade quota species in their catches to optimise the value to be
gained from the ACE they do have.

Cook Strait fishery

The Cook Strait hoki spawn fishery similarly excludes vessels over 46 m in overall
length. No factory trawlers participate in this fishery. It is fished by the smaller
‘fresher’ vessels that land typically in Picton, Nelson or Wellington. Picton landed
catch is trucked to shore based processing facilities in Nelson and Christchurch,
Vessels operating in this fishery also carry catch onboard whenever they return to
their port of domicile (which includes additional ports such as Timaru), such as at
the end of the season.

The Cook Strait fresher vessels use mid water trawl gear. In 2007 the medium tow
duration was 0.6 hour for a medium catch of 12 tonne per tow, giving a medium
catch of 19.8 tonne per hour. Larger volumes of fish per tow can also lead to quality
compromises with potential for fish to be rejected as a consequence.

Small hoki has not been an issue in the Cook Strait fishery in recent seasons with
catches being composed of larger fish. However one of the main bycatch species in
this fishery is spiny dogfish. Soft fleshed hoki are particularly susceptible to damage
from the spines of these fish, so dumping of damaged fish needs to be monitored.

There have been historical issues where fresher boats landing to Picton have tailored
their landed catch size to-match the capacity of the trucks consigning that product to
other destinations for processing. Any over capacity caught or damaged fished was
dumped prior to landing or retained onboard and dumped on the return voyage to
the fishing grounds so as to free hold space for subsequently caught fresher or
undamaged catch. The accuracy of reporting returns and completion within correct
timing parameters is critical in ensuring such catch gets counted against ACE and is
disposed of to an approved ‘destination’ rather than dumped.

Currenft conditions
The reduction in the HOK1 TACC by 10,000 tonnes since 2005, coupled with an
increasing cost structure centred on fuel prices has generated conditions that are

highly conducive to fishers highgrading out any inferior catch that will not yield
optimum value.
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Data gathered from shore based inspections will be compared to data gathered from
this years observed vessels fishing in the same area. The highgrading analysis (as
per Operation Maxi) depends on a comparison of the hoki length/frequency curve
(obtained from observer data), with the proportions of small fish in landed catches
from unobserved trips. As the length/frequency curve changes each season, data
from earlier seasons can not be used for this year's comparison. The extent of the
observer coverage this year will not be sufficient to allow this level of analysis to be
conducted. The inspections will be used to build the profile of compliance issues in
the hoki fishery this year.

The Deepwater Vessel Inspection Form should be completed in respect of each
factory vessel, (Refer Appendix 2).

Where the inspection identifies a result outside the expected specification
parameter, please ensure that photographs and/or video footage is obtained
documenting this. Where the inspection identifies any matter in breach of the
regulated requirements, the matter is to be dealt with in accordance with standard
operating procedures.

In the completion of/additional to the Deepwater Vessel Inspection Form, the
following matters should be considered to build the profile of the compliance issues:

Crew list
« Obtain copy of crew list and identify senior crew (including factory manager)
Briefing
« Where possible, establish whether or not briefing of senior crew was
conducted prior to voyage and whether or not a briefing acknowledgement
sheet was signed. . Ascertain who conducted the briefing and the particulars

covered in this seasons briefing.

Documentation

« _Obtain a copy of the unload schedule detailing species, states, grades
and numbers of cartons — ensure that meal and green block figures are
included on documentation. Ensure the details on the unloading docket
comply with the requirements of r.12(2) Recordkeeping Regs 1990.

¢  Obtain copy of the cargo plan.

« QObtain copies of daily processing summaries produced by vessel in
relation to hoki states by quality and size grades

¢ Obtain copy of LFR docket when this is generated.
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Destination of product

s Establish destination for hoki product (including meal and green block).

« Where product is going direct into containers for export, identify vessel
product is to be shipped on, along with departure port and departure date.
Where generated, obtain a copy of shipping/sales documentation.

» Ensure ‘source documents’ are being completed by the Licensed Fish Receiver
for any movements of product as required by the Fisheries (Recordkeeping)
Regs 1990, r.11.

« The product needs to be able to be accurately recorded and tracked so that
ultimately sales invoice documentation can be examined to determine the
influence of price as a driver of dumping/highgrading.

« From the LFR, obtain an example of the full documentary trail for a
product line from a previous landing.

Nets

The dumping and highgrading of unwanted small fish ‘would not arise if those
fish were left in the sea to grow bigger. In practice, the trawl nets in use in the
hoki fishery are not constructed to facilitate the exclusion of small fish beyond
the minimum mesh size requirements. Examine all trawl nets onboard each
vessel in accordance with the Fisheries (Commercial Fishing) Regulations 2001,
regulation 71. Use the training notes on "Trawl Gear and Codend Construction”
and attached reporting schedules to assist. . (Refer Appendix 3).

The examination of the trawl net codend mesh size needs to establish the
average mesh size of those meshes (e.g. 112mm) and not just that the mesh
size is compliant (e.g. >100mm). This level of examination is needed where
dumping/highgrading of small fish is detected, so as to negate any claims that
small hoki catch (below that vessel’s minimum processing specification) escaped
capture due to utilisation of larger mesh size than is required by the regulations.

o Obtain copies/details of net, float and cod-end plans associated with gear
used whilst fishing WCSI hoki

« Identify nets and cod-ends used, and record information as per gear and cod-
end reports
o As appropriate discuss/note attitudes (e.g. master, operator etc) to TACC
stock rebuilding initiatives -
« increasing codend mesh size to ailow small HOK to escape & be
accessible to capture in subseguent years;
» decreasing tow times to reduce lining effect in codend & for juvenile
escapement;
» use of square mesh;
» Decreasing twine thickness to increase mesh opening & decrease
stiffness which inhibit escapement; decreasing extent of chaffing
gear;
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¢ use of fish mitigation devices to direct small fish out of net before
entering codend.

Hoki processing specifications

Obtain copies/details of vessel processing specifications for all hoki states
produced by vessel*. This is to include:

s Size grades (e.g. 'S’ small, ‘"M" medium, ‘L.’ large, 2L’ extra large)
e What is the minimum fish length for each grade {mm)

« What is the weight range of a processed piece for each grade
(grams)

e Quality grades (e.g. ‘A’ premium, '+’ seconds; A premium, 'B’
seconds; ‘AA’ premium, ‘A’ seconds; 'S’ seconds etc).

» Ascertain any time restrictions in which hoki must be processed
to qualify for premium grade (i.e. maximum- time fish can be on
deck/in pounds before being processed; maximum trawl time
from start of tow etc)

» Ascertain the specifications used in relation to damaged fish
used for the quality grades (e.g. damaged - if it is not possible
to get 2 complete fillets due to external damage etc)

» Ascertain if there are maximum codend bag size Ccriteria
imposed on quality grades etc

* Check against to Appendix 4 (Operation Maxi vessel processing
specifications), as to whether this material has been previously obtained.
A lot of size grade data has previously been obtained but not quality
grades. If the specifications have previously been obtained, confirm all
particulars are still correct.

Ascertain whether they adjust the minimum fish size for each grade when
the fishery is dominated by small year classes coming through (e.g. like
2005 when weak year classes from 2000 and 2001 meant the 2005
fishery was dominated by juvenile 2002 and 2003 hoki which were less
than 550 mm in overall length). Ascertain whether the minimum size
specifications for each grade are market driven and as such that
specification must be met regardless of the fish that present during
fishing.

Compare the specifications detailed in the vessel's manual against any
specification diagrams and instructions posted in the factory. Photograph
those records. Confirm the vessel operated to those specification
standards during this trip.

Ascertain how the factory staff physically sort the fish by size grade
during processing.
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From the factory, ascertain/obtain particulars of how the saws or Baader
machines are set and how the operator ensures the fish are cut to the
appropriate specification. (i.e. manual setting, use of template gauges,
judge by eye etc). Record particulars of machine type/model in use,
Photograph.

Ascertain the minimum size of fish that can be safely processed (small
fish can become misaligned, resulting in quality issues & incorrect states.
What happens to fish that can't be processed to specification?

Meal plant (where applicable)

Where the vessels has a meal plant - Ask master what hoki meal contains

(i.e. small fish and damaged fish). What are the bottom: line

specifications below which fish gets mealed. Get him to spell out the

reason(s) why such fish are mealed.

Obtain specifications for the meal product lines produced.

. What species are in the various product lines (e.g. white meal -
made mainly from hoki; brown meal — made from Jack Mackerel,
Warehou, Dories; bone meal etc).

. What the moisture percentage content of the product is. (Typically
5 — 9%. It should not be greater than 10% - would be difficult to
sell with that quantity of moisture)

. Obtain copies of the vessels records of the meal product lines and
guantities produced for this trip (White; Brown; Whole fish to
meal; offal to meal)

Ascertain the meal plant capacity per hour when on hoki (when mealing

hoki alone and secondly when mealing hoki with high bycatch).

How is meal from offal only quantified? Is it weighed before it is mealed/

put into a hopper of known volume etc?

How is whole hoki to meal quantified?

When mealing whole fish to meal (catching target and bycatch species at

the same time), ascertain how they accurately apportion quantities

against the fishstocks from which that meal is made.

. Obtain copies of the vessels in house records quantifying product to
meal for this trip.

. Do they keep hoki separate from other species in the mealing
process (because it is more valuable)? How? How many meal
plant silos/hoppers do they have? Capacity?

Ascertain the prices for the different meal types and grades.

Establish where the meal is destined for and for what purpose.

Establish whether or not the hoki meal is going to be landed or retained

Obtain particulars of the vessel's offal discharge system (from the vessel
management plan - re offal discharge system. Where are mincers/other
fitted for offal/fish waste control? Where are discharge points? Is waste
pumped out to sea surface or subsurface? (Cue for at sea/aerial
surveillance teams). Photograph.
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o (At office) Calculate recovery rate percentage of hoki meal from hoki offal
. Hoki offal recovery rate (should be 12 — 14%. Should not exceed
16.7%). If % higher, product likely includes undeclared whole fish.
. Whole hoki recovery rate (13 — 16%). If % higher, product likely
includes undeclared whole fish.
. Establish and compare ratios of bycatch/target species in meal;
bycatch/target species greenweights.

“Reject” hoki

e from CLR quantify total “reject” hoki [total of HOK MEA (greenweight
excluding offal, OFF) + HOK GRE destination 'A” + HOK GRE BLO (Green
block)].

o  Establish total HOK Greenweight landed from vessel declarations.

s (Calculate total % of hoki “rejects” in total hoki catch. [Based on observer
assessments of a Korean non meal plant vessel in 2004 WCSI hoki
fishery, this should be 7 - 8%.  If declaration is significantly less than
this - suspect dumping (this % is an indicator only as the year class
composition has changed since then. Compatison with current observer
data is required)].

Carton inspections
Hoki carton checks

Randomly select 5 cartons from each state (e.g. HGT), quality grade (i.e. A, B) and
size grade (e.g. S, M, L, 2L) = 40 cartons. Obtain the sample from a range of
packing dates shown on the cartons.

For each block check the accuracy and compliance by the vessel with its declarations
and own specifications. Record the following:

+ Is the carton labelling requirements met? Common & scientific name of fish,
date of packaging, LFR name or name of entity “packed for’ Fisheries
(Recordkeeping) Regs 1990 r.19

. Record state, quality grade, size grade, nominal weight, packing date

» Are contents consistent with labelling and processing specifications for that
grade? Check state cuts against Fisheries (Conversion Factors) Notice 2005

« Using Appendix 5 (Hoki carton examination for weight and number of fish)
« Weigh and record Gross weight of carton (fish, glaze and packaging)
« Weigh and record weight of fish in each block (fish and glaze only)
¢ Count number of fish per block in each carton
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Determine from the vessel what deductions they use for packaging (dry
carton, liners and strapping) (kgs) and glaze (%). Check any vessel records
for packing weights. Uplift an example. Record how and where these
records are kept. [The new regulations for determining net weight of fish
processed at sea wifl have a regulated alfowance of 2% for glaze for GRE,
HGT and DRE states. Glaze alffowance will not apply to FIL state.
Alternatively vessels can apply for a specific glaze deduction rate or a
deduction aflowance where polyphosphates are applied to fillet of fillet block
at seaj.

Weigh 20 samples of packaging (cardboard carton, liners and strapping/glue).
Where packaging weights vary between size grades within a product line
(such as plastic interleaving), packaging weight should be based .on. the
median size grade of that product line.

Establish how glaze is determined by vessel (i.e. what methodology do they
use to calculate glaze)

Take photo of the contents of each carton that does not conform to
specification (include details of product and use scale-rule to illustrate fish
size)

Hoki green block checks

Where vessel does not have meal plant:

Establish total number of blocks containing whole green hoki associated with
that trip

Establish contents of green block (i.e. what are blocks primarily made up of —
e.g. small hoki, damaged hoki, hoki unfit for human consumption)

Ascertain the damaged state below which fish goes into green block.
Ascertain the size below which fish goes into green block.
How are these specifications conveyed to staff.
Establish where the green block is destined for and for what purpose
Establish whether or not the green block is going to be landed or retained
Does the trawler get paid for the Green Block?

+ What price per tonne?

¢ Is it to be mealed at a plant in NZ? Where? [2004 Op Mini — identified it
cost vessel $50/tonne to get block mealed on land. No financial gain
resufted]

» Ascertain GRE BLO export quantity. Is this quantity merely to fill up
remaining hold space beyond premium product lines being shipped?

Randomly select 20 blocks and record the following:
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« Describe details in relation to packaging and labelling of green block

* Weigh and record gross carton weight (fish, glaze and packaging) and weight
of each block (fish and glaze only). See Appendix 6 (Hoki green block carton
examination).

« Count number of fish/block (if heavily iced attempt to give best estimate)

o Determine size range of hoki contained in block (i.e. 300-550mm) (2004
WCST sampling yielded 15% of catch was <55cm. Need to test alongside
current year’s length frequency sampling)

o Ascertain if damaged hoki is in the Green block. (Previous sampling for
damaged hoki in green block: 1994-95 = 20%, 2004-05=52%, 2005-
06=35%).

+ Take photos of a representative sample of green block (include details of
product and use scale rule to illustrate size)

o At office calculate % of GRE BLO plus meal in total catch, (2004-05 WCSI
observer data = 1.5% by weight of total hoki processed, 2005-06 = 1.5%)

Purchase tax invoice documentation

e Obtain copy of purchase tax invoice’ when generated. Fisheries
(Recordkeeping) regulations 1990 r13. Ensure price is included for each
state and grade. If it is a nil value invoice, obtain sales invoices/make
arrangements for these to be made available when they are generated.
[Need to assess potential for smaller fish to be discarded due to their fow or
nif value, or whether there are any incentives to land reject fish].

» Establish how vessel is paid for catch. [Op Mini, Identified crew wage based
on 26.5% of profit. - Profit = Sales - expenses - foreign crew advance
payvments. Senfor-crew benefit most in % split + get 4.5% bonus when
performance targets met]

TCEPR completion

» Ascertain when, how and by whom top 5 species are estimated & entered in
TCEPR '(ie visual estimates prior to processing or back calculated post
processing). [Committing entries prior to processing decreases opportunity
for highgrading /dumping /replacement of unwanted fish)

o Ascerfain how they complete the TCEPR daily processing summary - (see
explanatory note Section 3, point 1) i.e. fill out this section for the fish taken
on the date at the top of the form, whether or not it was processed that day.

» Ascertain how they distinguish between catch (taken on the date at the top of
the TCEPR form) that is still being processed after midnight and catch from
tow(s) taken on the subsequent day when both catches are onboard (i.e. in
the fish pounds) at the same time. Obtain the onboard recordkeeping
procedures to track the fish.
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Liaise with the Police Commercial Vehicle Inspection Unit (CVIU) re inspection weight
records they may have ascertained for hoki trucks relating to consignment of catches
that are of particular concern.

Review the contents of the containers during the course of the unloading. Have the
hoki been sorted by size and quality? Are there bins of ‘reject’ hoki in the landed
catch or is there variable size and quality in the bins? Are there any indicators that
dumping of low value fish may have transpired?

Ascertain from the skipper his fishing plan regarding hoki and bycatch. What is his
hoki ACE balance? If fishing against company ACE, ascertain any directives received
from the company concerning catch specifications or limitations?

Ascertain from each truck driver which vessels they will be receiving from for that
consignment before the unloading commences and whether there is a specified
maximum quantity/number of bins that can be received from those vessels.
Compare the actual quantity landed by the vessel to the trucks capacity. If the truck
is full to maximum capacity, review the vessel's Trawl Catch Effort Return,
particularly comparing the quantity caught and effort.in the last tow to other shots
from which that landing is composed. Has there been potential dumping to align
catch to the track capacity. Count the number of empty bins back loaded onto the
vessel for the return voyage. How does this relate to the truck capacity? Check the
vessel hold after the unloading is complete: -Does catch remain onboard and has it
been declared as "R’ in the CLR? What is the size and quality of that fish? Is that
likely to be dumped?

If the truck receives catches from multiple vessels, ascertain how it is determined
which catch belongs to whom.

Are the Fisheries (Recordkeeping) Regulation 1990 requirements r.12 re unloading
dockets being satisfied?

Complete observer sheet TS5 to summarise your tally information (Appendix 9).
Make this record available (i.e. fax; email a scanned copy) to the team completing
the inspection of the product at the receiving LFR premise.

Ascertain whether the LFR has any criteria as to hoki that it will not receive (e.g.
small.or damaged hoki). What does the LFR do with such small or damaged fish
that are consigned to it (both physically and how it is recorded)?

Check the accuracy and timeliness of reporting and recordkeeping declarations by
fishers and LFRs. Ascertain full explanations for any discrepancies between their
records and yours. Have minor discrepancies amended and report major
irregularities.
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4  Administration and logistics

Item Reference coding

I

Vessel name/initials of fishery officer followed by warrant number/starting from 001,
sequential number for the items you have uplifted or generated.

Appointments

Standard health and safety gear to be carried
Warrants

Notebooks

Cell phones

Equipment required

Digital camera
Clip board
Forms (see Appendices)
Property record sheets
Digital scales (certified)
Ruler
Net measuring equipment (gauges and test weights - certified)
Net measurement schedule
Tape for resealing opened cartons
Certified scales
Gloves
Safety gear (whites for LFR premises, safety gumboots, hard hats, reflective jackets)
QOveralls
Freezer jackets and leggings
Zip lock plastic bags and stick on labels
Fish ID guide
Access to required fisheries legislation
« Fisheries (Recordkeeping) Regulations 1990
» Fisheries (Commercial Fishing) Regulations 2001
« Fisheries (Conversion Factors) Notice 2005
o Fisheries (Reporting) Regulations 2001

Dress
¢ FO field overalls

Documentation
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RESTRICTED

APPENDIX ‘B’







RESTRICTED

June 2007
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