SANFORD LIMITED
SUSTAINABLE SEAFOOD

Submission on

Ministerial Inquiry into use and operation of
Foreign Charter Vessels
Foreign Charter Vessels (FCVs) now form an integral and crucial part of deepwater
fishing operations in New Zealand waters – including the operations of Sanford.
Restrictions on the use of FCVs by responsible New Zealand fish quota owners
would be an unwarranted and counter-productive measure – which would seriously
hamper the future development of New Zealand’s fishing industry.
Recent media and academic attention has put an exaggerated focus on mostly
historical examples of poor labour practices or inadequate management and
accountability. The existing legal and regulatory regime properly resourced and
enforced, combined with responsible management practices by New Zealand quota
owners utilising FCVs, should ensure acceptable and equitable labour standards and
safe working environments. Consistent regulations enforcement combined with
proper management performance and accountability will also serve to protect New
Zealand’s international reputation and trade access.
The following submission provides background information relevant to the Ministerial
Inquiry from the perspective of Sanford – one of New Zealand’s oldest and most
experienced fishing companies.
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1. Introduction
1.1.

Sanford is a large and long established seafood company devoted entirely
to the sustainable harvesting, farming, processing, storage and marketing of
quality seafood and aquaculture products, with a focus on the clear, clean
waters of New Zealand.

1.2.

Sanford is New Zealand’s only publicly listed seafood company. It is
vertically integrated in the inshore, deepwater and aquaculture sectors. It
employs approximately 1800 New Zealanders nation wide and has invested
$750 million (approximately $500 million in fishing assets and $250 million in
aquaculture) in assets and operations (on land and at sea) around this
country. In 2010, Sanford produced and sold 100,000 tonnes of seafood
products. Last financial year, Sanford’s business generated $421m in sales,
over 85% of which was export revenue.

1.3.

The company owns and operates a fleet of more than 45 vessels both
within New Zealand and in the Southwest Pacific and Australia. We have
significant shore-based infrastructure (marine farms, processing, cold
storage and admin facilities) in Kaeo, Auckland, Coromandel, Tauranga,
Havelock, Christchurch, Timaru and Bluff. In addition, we also have offshore
business investments in China and Australia. Sanford exports fish products
around the world including North and South America, Europe, Asia, Africa,
the Middle East and Australia.

1.4.

Sanford has a strong commitment to the sustainability, longevity and
prosperity of the New Zealand seafood industry. We have ISO 14001
certified Environmental Management Systems and have driven a number of
industry wide environmental and fisheries management initiatives in the past.
For the last 10 years Sanford has published a sustainable development
report detailing our environmental, social and economic progress. (The most
recent report is appended to this submission).

1.5.

As a public company with an international brand, Sanford is highly aware
of the importance and value of international reputation and trade access.
Sanford is well aware of the potential reputational risks associated with the
poorly managed or regulated charter vessels but considers that such
potential risks can be effectively managed through existing laws and
regulations (including the 2006 Code of Practice) and improved management
performance and accountability on the part of quota owners.

2. Sanford’s Fleet
2.1.

Sanford is the single largest owner of maritime vessels in New Zealand.
Sanford currently operates twenty eight fishing vessels in New Zealand
waters, catching approximately 80,000mt of fish each year. The Sanford fleet
consists of:

•

11 Sanford-owned and crewed deepwater fishing vessels including
trawlers and long line vessels. These vessels collectively employ ~330
seagoing crew and operate primarily beyond the 12 mile limit in the EEZ

•

13 Sanford-owned and crewed inshore fishing vessels, collectively
employing ~85 seagoing crew
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•

2.2.

4 chartered Korean-owned and foreign crewed factory trawlers, which
have been fishing with Sanford for many years (over 25 years in the case
of one charter partner which operates 3 of these vessels). These vessels
employ ~160 foreign crew and operate exclusively in the EEZ
In addition to the above, Sanford:

•

Owns three fishing vessels operating in international waters which employ
New Zealand senior crew and support staff

•

Owns 16 vessels supporting aquaculture operations, all crewed by New
Zealanders

•

Provides ACE and support services to a number of privately owned New
Zealand fishing vessels which fish under contract to Sanford, providing
jobs to New Zealanders

Vessels
Sanford Vessels

Sanfords FCV's

92%

8%
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Personnel
New Zealand Resident Sanford Personnel

Sanford FCV Personnel

92%

8%

2.3.

While FCVs make up only a small proportion of the Sanford fleet they are
a vital part of our total fishing operation.

Total Sanford Quota
Sanford FCV Quota Allocation

Other Vessel Quota Allocation

82%

18%
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3. Foreign Charter Fleet
3.1.

Sanford has been actively involved in contributing to government policy
development on matters concerning FCVs and foreign crew utilisation in New
Zealand. Sanford is strongly supportive of the use of well managed FCVs as
a very important way of utilising fishing quota for the overall economic benefit
of New Zealand, providing they are continuously operated in accordance with
agreed minimum standards.

3.2.

Sanford utilises FCVs for the following reasons:

•

Allows Sanford to utilise our significant quota of lower value and seasonal
fish species, but which we cannot catch with our own vessels

•

Provides Sanford with the ability to add or reduce catching capacity
without significant capital investment, or costs associated with
decommissioning excess capacity

•

Provides tariff free market access to Korea (approximately
NZ$40,000,000 of fish product exported to Korea in the last 12 months)

•

Allows Sanford to maintain control over both the catching and marketing
of Sanford quota without investment in uneconomical catching capacity

FCV Catch for major species
(5 year average)
Barracouta

Hoki

Squid

Silver Warehou

Other

37%

8%
22%
15%

18%
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3.3.

While the focus of FCVs fishing is generally lower value species they do
require access to some quota for higher value species in order to be
financially viable. But in general terms, utilising FCVs allows Sanford to catch
lower value species worth approximately NZ$ 55m which we would otherwise
be unable to catch.

3.4.

Sanford operates four foreign charter vessels (FCVs), chartered from two
Korean fishing companies. Sanford has had a relationship with Dong Won
Fisheries Company Limited, Seoul, South Korea for 25 years which has
evolved into a more complex relationship which is detailed in the diagram
below.
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4. Sanford also has a heavy dependence on third party FCVs to harvest other key
species that our fleet does not have the skills to catch, suitable capital equipment
or capacity to harvest, i.e. Southern Blue Whiting (SBW) and Jack Mackerel area
7 (JMA7). Without access to this FCV capacity, Sanford would receive little or no
income from these fish stocks. No other New Zealand company has the capacity
to harvest these fish stocks.

Barracouta (5,7)
Sanford Vessel Catch

Sanford Foreign Vessel Catch

External Foreign Vessel Catch

Uncaught

Other

45%

43%
5%
5%

2%

Southern Blue Whiting (6B,6I)
Sanford Vessel Catch

Sanford Foreign Vessel Catch

External Foreign Vessel Catch Uncaught
Other

59%

12%

0%
29%

0%
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Jack Mackerel (7)
Sanford Vessel Catch

Sanford Foreign Vessel Catch

External Foreign Vessel Catch

Uncaught

Other

93%

6%

0%
1%
0%
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4.1.

Each nationality of FCVs (Ukrainians, Russian, Japanese and Korean)
brings a different set of skills and vessel type to the mix of catching options
available to New Zealand quota owners. Such skills and vessel types are not
readily or economically available in New Zealand and it would be unrealistic
to expect this situation to change markedly in the future. Without the
availability of those additional skills and vessel types the ability of New
Zealand quota owners to generate a financial return on quota shares would
be severely constrained.

Catch by Nationality JMA (7)
Ukraine

New Zealand

Korea

(Total Catch 28,001,845 kg)

100%

0%
0%

Catch by Nationality SBW
Ukraine

Japan

New Zealand

Korea

(Total Catch 39,564,557 kg)

12%

71%

16%

1%
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5. New Zealand Investment in Deepwater Fishery
5.1.

Sanford has made a substantial investment in the ownership and
management of domestic freezer vessels since the introduction of the quota
management system. The quota management system provided quota
owners commercial catching property rights in perpetuity, which provided the
certainty needed to make the capital investment in deepwater freezer
vessels. Growth in our domestic catching capacity has been steady and
measured since that time, which is understandable given the high capital
costs and additional skilled personnel required to crew and manage any
additional vessel purchase.

Sanford Deepwater Vessel Numbers
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5.2.
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Sanford FC V Vessel Numbers

As can be seen in the graph below this New Zealandisation of the deep
water fishery has significantly reduced the number of FCV trawlers working in
the New Zealand EEZ.
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6. Economic Return from FCVs
6.1.

Sanford owns significant quantities of quota for a wide range of fish
species. Sanford incurs costs associated with holding that quota (such as
MAF levies) and must make a return on these assets. Generally Sanford
does this by catching and marketing that quota, however there is large
variation in both the value and “catchability” between fish species. Coupling
this variability with volatility in commodity prices, exchange rates, operating
costs and seasonal abundance of some species (e.g. squid), presents an
unacceptable risk profile for a business model where Sanford has capital
invested in vessels to harvest 100% of its quota holdings. Access to FCVs
allows Sanford to mange some of this risk and to avoid over capitalisation.

6.2.

To illustrate the comparative returns from the various catching options, we
have modelled the Sanford FCV annual catch volume under three scenarios:

•

The quota allocation being traded on the ACE market, this assumes there
is adequate catching capacity available in New Zealand to take up the
ACE

•

The quota allocation is caught by Sanford FCVs

•

The quota allocation is caught by Sanford owned domestic vessels

6.3.

This exercise clearly demonstrates the greater economic return from this
mix of species comes from the FCV option. (See Footnote below)1

6.4.

There would be additional substantial financial loss if Sanford was denied
access to third party FCV catching capacity. In addition to Sanford’s loss,
New Zealand would loose the resulting export revenue generated from this
catch.

6.5.

In addition the benefits Sanford receives from increased export revenue
and contribution to the overheads, Sanford FCVs spent ~$16.3m on
servicing and supplying their vessels in the regional economies of Timaru,
Lyttleton, Bluff and Dunedin, during the 2009-10 year. Many regional
contractors and suppliers are dependent on this work as part of their
business. We understand that several will be making submissions to that
affect.

1

The modeling information provided in this Appendix is intended solely for the information of the
Inquiry and is otherwise commercially confidential. The Appendix will be provided to the Inquiry once
Sanford is assured the information will remain confidential to the Inquiry members.
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7. Managing the Risk
7.1.

With our long history of involvement with FCVs, Sanford has a good
understanding of the potential risks involved in utilising FCVs, with some past
lessons being learnt the hard way. Sanford has always demanded a strict
policy of 100% compliance with New Zealand laws, rules and regulations,
and maintained internal systems to support and audit all of our fisheries
operations.

7.2.

In 2001 after a structured review of operational, crewing and compliance
issues on our FCVs we concluded that a policy of 100% independent
observer coverage would be implemented onboard our FCV fleet. This was
well in excess of what was required by New Zealand regulatory and
government agency policy requirements. This means that every Sanford FCV
fishing trip has at least one New Zealand observer on board, provided either
by the Ministry of Agriculture and Forestry (periodically as part of their
scheduled science and compliance programme) or Fisheries Audit Services
Limited (an independent commercial supplier of observer services). Sanford
would therefore support the implementation of a government policy requiring
100% third party observer coverage on all FCVs as the best means of
ensuring on board monitoring of compliance with New Zealand legal,
regulatory and industry/government agreed management procedures.

7.3.

In addition to the above, Sanford also takes an active role in the
management of its FCVs. Sanford has three full time staff dedicated to its
FCV operations, and FCV work assigned to a number of other staff
equivalent to one full time position. Further to this the FCVs are supported by
four full time Korean company representative staff who are based in our
Timaru office. At least one Sanford representative is present at every FCV
port call to liaise with the on board observer, oversee vessel unloading and
re-supply operations, as well as generally monitor the vessel for adherence
to requirements. Sanford FCVs are also regularly visited by other Sanford
staff carrying out factory audits and giving engineering advice. Sanford
believes the New Zealand partner in FCV operations must be fully involved in
the management of the vessels and adequately resource that management.

7.4.

In addition to strong internal company management processes the
government through its regulatory authorities and existing powers, has an
important role to play in ensuring FCV owners and operators are meeting the
required standards. The fishing industry and FCVs are highly regulated and
monitored via many government agencies:

•

Department of Labour (DOL) carries out a number of administrative and
auditing functions including:
•

Auditing of operator compliance with the Code of Practice on Foreign
Fishing Crew (COP) – DOL Christchurch

•

Assessing Approval in Principle (AIP) applications from FCV owners to
employ foreign crew, including charter agreements, employment
contracts, FCV operator Deeds of Guarantee – DOL Christchurch /
DOL Wellington
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•

Assessing work visa applications, including support documents such
as employment contracts, seamans books, medical records, police
records – DOL Christchurch/DOL Medical Assessor /DOL offshore
branch

•

Ministry of Immigration – final approval of FCV owner AIP applications

•

MAF observer policy – MAF assigns compliance risk status to an FCV
(three steps, Low / Medium / High). FCVs with risk status above Low are
assigned additional observer coverage, and significant observer costs can
be imposed on vessels which do not maintain standards

•

MAF vessel registration process – Maritime New Zealand (MNZ) and
Fishery Officer (FO) inspections required plus compliance with legal and
industry protocols requirements

•

MAF fishery officer random compliance audits

•

MNZ policy requires FCVs to join the NZ Safe Ship Management (SSM)
system within 2 years of arriving in NZ. Until they enter the SSM, port
state inspections are carried out every 6 months

•

MNZ policy requires FCVs in the SSM to maintain the same standards as
an equivalent New Zealand fishing vessel. FCVs are audited by MNZ
against this requirement, during random spot checks (typically twice per
year)

•

Deepwater Group – Hoki Management Area compliance monitoring. Sea
birds and marine mammals training initiatives

•

New Zealand Food Safety Authority (NZFSA) auditing of factories – food
safety standards

•

Safe Ship Management companies – safety auditing

•

Independent observers

7.5.

In light of the above regulatory framework Sanford does not consider
there is a need for a new legal or regulatory framework around the use of
FCVs or foreign crew. The Code of Practice on Foreign Fishing Crew is a
suitable foundation for foreign crew management. The ultimate effectiveness
of the Code, and other regulations, clearly depends on the resources able to
be committed by the relevant regulators and the approach taken to proper
management and accountability by owners of quotas.
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OVERVIEW OF VISITORS TO SANFORD FCVS
(Non-crew or foreign charter company employees)

FAS Observers

Average number of days per year
they would attend each Sanford FCV
277 (100% of sea days when no MAF
Observers on board)

MAF Observers

59

NZFSA Inspectors

5

MAF Fishery Officers

4

Maritime NZ Inspectors

2

Safe Ship Management Inspectors

2

Visitor Description

DOL Auditor (1 x audit every 2 years)

0.5

Harbour Pilots

15

Ships Provedores # 1

15

Ships Provedores # 2

11

Refueling crew (e.g. SGS Ltd)

11

Shore side Mechanical Engineers #1

15

Shore side Mechanical Engineers #2

8

Shore side Electrical Technicians

8

Sanford personnel #1

15

Sanford personnel #2

15

Sanford personnel #3

8

Sanford personnel #4

2

Fire Equipment Technician

1

Compass Adjuster

1

Deepwater Group Representative

1

Total visits per year per vessel

475.5

NB - Average number of port calls per vessel per annum = 11

7.6.

With this level of external presence on the vessel, there is more than
sufficient opportunity for regulatory authorities and management to gain a
good understanding of what is happening and respond to any issues that are
identified.

7.7.

Sanford believes there are a number of relevant points to be made in this
regard, which have been set out below.

7.8.

Sanford acknowledges that fishing is challenging work, entailing hard
work, extended periods away from home and unpredictable work hours; all
conducted inside a steel box sailing in an often inhospitable ocean. Crew
work and live in close proximity for extended periods of time, and frictions do
inevitably occur between crew members (on all fishing vessels not just
FCVs). This is just as common on our domestic vessels as our FCVs.
However in our view, while this cannot be completely avoided, it can be
managed.
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8. Manning Agents
8.1.

Provide a crucial link between the employer and crew seeking work. Crew
from mostly provincial centres in the Asia region would for the most part be
unable to organise overseas employment without the assistance of agents.
Conversely, without manning agents the employer would have difficulty
locating international crews.

8.2.

Manning agents provide the following services to crew members:

•

Sourcing employment for the individual

•

Arranging passports and seaman’s books

•

Arranging work visas including support documentation such as medicals,
employment contracts and proof of work experience

•

Making travel arrangements for the crew to join their vessel

•

Providing any required training (e.g. safety training) prior to employment

•

Facilitating disbursements of wages remitted back to country of origin for
the family during the term of the contract

8.3.

Much has been claimed in the media of late regarding allegations of crew
agents “ripping off” crewmen. Sanford cannot comment on the validity or
otherwise of these claims. From our own experience we are aware that the
relationships between crew and agents are entered into willingly. We are
aware of many foreign crews actively seeking employment on New Zealand
FCVs as the pay rates substantially exceed those from other fishing or
maritime employment opportunities.

8.4.

Many crew on Sanford FCVs have returned for subsequent terms of
employment (currently 47% of Sanford FCV deckhands and factory crew are
on, extended, second or third terms of employment in New Zealand).
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Sanford FCV Deck Hand
Re-engagements
3rd Employment Contract
Extended 1st & 2nd Employment Contract
1st Employment Contract

53%

33%

14%

8.5.

Standard FCV crew contracts are two years in duration, so a crew
member on their third employment contract has been in New Zealand for at
least 4 years prior to entering his third contract. Crew members extending
their contracts or entering a second contract have completed a minimum of
two years aboard the vessel.

Sanford Deepwater Vessel
Deck/Factory Crew Turnover
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%
2009-2010

2010-2011
% Annual Turnover

8.6.

By contrast contracts on our domestic freezer vessels are ~45 days in
duration and approximately 40% to 45% of the deck/general hands stay with
the vessel for less than one year.
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9. Factory and Deckhand Crew Wages
9.1.

Wages paid to all FCV crew must comply with the New Zealand Wages
Protection Act, the Minimum Wages Act and the Department of Labour COP
on Foreign Fishing Crew. The COP imposes additional requirements over
and above the two Acts, such as requiring payment of $2 above minimum
wage and limiting deductions that can be made by employers.

9.2.

Factory and deckhand crew wages comprise three components:

• Wages remitted back to their home country on their behalf
A fixed monthly amount remitted by the employer to the crew’s agent, for
dispersement to the crew’s family or nominated recipient. In some instances,
there may be more than one agent involved (eg, an employer’s agent and an
employee’s agent, or employee’s main agent and sub agent)
• Wages paid directly to the crew in New Zealand
A variable payment based on a number of components (such as catch quantity,
work hours, type of work on the vessel and production bonus)
• Wages paid as an end of employment term settlement
A variable payment made by the employer if the end of employment term
settlement calculations show that the crewman has not been paid the required
amount as per his contract and COP requirements. Due to difficulties in
calculating this before the crewman signs off the vessel, any such payments
are usually remitted to a crew via his agent
9.3.

An example of payments and end of contract reconciliation can be
provided.

9.4.

Authorised deductions by an employer from employee wages is allowed
for under the Wages Protection Act. However the COP limits deductions from
foreign crew wages to the following:

•
•
•

Food – limited to 10% of minimum wage not actual cost.
Airfares – actual cost
Visa fees – actual cost

9.5.

It should be noted that although deductions are allowed by law and under
the COP, because the COP does not allow deductions to take crew wages
below the minimum wage, employers are often unable to recover the full
allowable deduction amount (due to time to recover the deduction amount
exceeding the term of employment).

9.6.

Crew wages and payment records are audited by DOL on a regular or as
requested basis. Sanford FCVs have been audited by DOL a number of
times and although minor issues have at times been noted (and addressed)
our FCV operations have passed all DOL audits. In addition, Sanford also
carries out random audits of our FCV crew wages and payments records.
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10. Summary
10.1. In the preamble to the terms of reference for this Ministerial Inquiry three
government objectives are outlined. It is Sanford’s submission that there is
no compelling or substantial evidence that any of the three objectives are
being undermined by the operation of foreign owned and flagged vessels
chartered by New Zealand fishing companies.
10.2. In Sanford’s experience much recent media (and academic) commentary
is either outdated or overstated with respect to unacceptable labour (or
safety) standards. Little recognition has been given by such critics to the
2006 Code of Practice.
10.3. Sanford recognises that it is possible to find examples where poor
management or lack of accountability on the part of quota owners, or lack of
sufficient regulatory oversight, has led to specific issues of poor performance
or compliance. It is important that such issues are placed in proper
perspective and not allowed to typecast the use of FCV’s by responsible
operators as inherently problematic or unacceptable. Further, it is clearly in
the interests of the New Zealand fishing industry to remedy or avoid
performance or compliance which does not meet acceptable standards.
Should the Inquiry consider improvements are required, Sanford has a
number of suggestions which we would be happy to discuss further with the
Panel.
10.4. However, to achieve the necessary improvements does not require
wholesale legislative or policy changes or an arbitrary or targeted reduction
in the utilisation of existing levels of FCVs in New Zealand fishing grounds.
What is required is improved levels of management and accountability by
quota owners and ensuring existing regulatory agencies have sufficient
resources to fulfil their respective roles.
10.5. Properly managed FCVs have a vital role to play in the future viability and
development of the New Zealand fishing industry and are crucially important
to the future growth of New Zealand owned companies such as Sanford.

18

